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Tundi Construction Private Limited: [ICRANP] LBBB-/A3 assigned; 

Ratings on watch with negative implications 

June 1, 2020  
 

Summary of rated instruments: 

Instrument* 
Current Rated Amount 

(NPR million) 
Rating action** 

Fund based; long term limits 1,559.30  [ICRANP] LBBB-@; Assigned 

Fund based; short term limits 174.00  [ICRANP] A3@; Assigned 

Non-fund based; Long-term limits1 7,700.32  [ICRANP] LBBB-@; Assigned 

Fund based; short term limits-within non-fund based (1,910.00) [ICRANP] A3@; Assigned 

Total  9,433.62    

* Instrument details are provided in Annexure-1 

** Initial rating was assigned on 3rd February 2020 and placed on watch with negative implications on 1st June 2020. 

@ Rating placed on watch with negative implications 

 

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

long term limits of NPR 1,559.29 million and non-fund based long term limits NPR 7,700.32 million (interchangeable with 

short-term non-fund based limits) of Tundi Construction Private Limited (Tundi). ICRA Nepal has also assigned a short-

term rating of [ICRANP] A3 (pronounced ICRA NP A three) to the short-term fund-based limits of NPR 174 million. These 

ratings remain on watch with negative implications amid the Covid-19 impact. 

 

Rationale 
The watch on assigned ratings with negative implications, mainly factor the expected impact of Covid-19. Because of the 

lockdowns, Tundi’s FY2020 financials are likely to be affected, putting pressure on the debt servicing capacity of the 

company. The reduction in government of Nepal (GON) capital expenditure budget (~15% lower in FY2021 vs FY2020) 

could mean a lower rate of addition of new contracts to the contractor companies, including Tundi. The pressure on GoN’ 

revenue could increase the debtor recovery period for Tundi, affecting its liquidity. However, the relaxations accorded 

by the central bank and banking sector players by deferring immediate payments of interest/principal (for quarter ending 

mid-April 2020) remains a cushion. Although the long-term outlook of the company remains intact for now, Tundi’s ability 

to withstand short to medium term liquidity pressure will be a monitorable. Sustained deterioration in operating 

environment and financial profile of Tundi could warrant further rating actions.  

 

Nonetheless, the assigned ratings consider Tundi’s established track record of over three decades in the Nepalese 

construction sector and its experienced promoters. The ratings also favourably consider the strong growth in revenue 

and profitability of Tundi in the last two to three years. Also, the healthy pace of new order inflows in the last two years 

ending FY2019 has helped Tundi in maintaining a comfortable order book position with the value of pending contracts 

equivalent to ~2 times of FY2019 operating income, which provides a medium term revenue visibility. The rating also 

takes comfort from the positive outlook for contractors, given the Government of Nepal’s (GoN) impetus to the 

infrastructural development of the country, given the large infrastructure deficit in Nepal. This will provide opportunities 

for contractors like Tundi, which is a positive for their growth and profitability. The rating also takes comfort from the 

diversified order book (across the segments, geographies, and projects), and low counterparty risk as over 90% of current 

order book (as of September end 2019) consists of government projects. Financial profile of Tundi also remains adequate, 

supported by its scale of operations, healthy profitability, and moderate gearing resulting in adequate debt coverage 

ratios.  

 

 
1 interchangeable with short-term non-fund-based limits  
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The rating is, however, constrained by significant portion of slow moving projects in Tundi’s current order book. As of 

September, end 2019, ~50% of the contracts by value were moving at a slower pace vis-à-vis the projects’ schedule 

timeline which exposes the company to the risk arising from the non-performance of contracts (e.g. BG devolvement, 

etc). However, almost entire slow moving projects are government owned where the project execution is delayed 

because of external factors and Tundi has been granted the extension of time by the employers, mitigating the risk to 

some extent. While the opportunities for the construction contractors are likely to remain healthy, the intense 

competition in the construction sector and bidding requirement for the public projects, results in an uncertainty on the 

new order inflows and long term revenue prospects. The rating is also constrained by the long working capital cycle 

primarily due to the high receivable days, resulting in Tundi’s reliance on the external financing for meeting its working 

capital requirement. The rating also factors in the regulatory risk associated with the construction sector in the country  

 

The company’s ability to secure new orders, timely execute its pending orders or obtain an extension for the slow-moving 

projects thereby mitigating the risk arising from non-performance will be a key monitorable and rating sensitivity. Ability 

to manage the debtor days and therefore liquidity will also remain a rating sensitivity. 

 

Key rating drivers  

Credit strengths 
Long track record of operation – Operating since 1984, Tundi is one of the large and established players in the Nepalese 

construction sector. The company is classified as “Class A” contractor as per the classification norms of public 

procurement regulations, factoring in the prior experience, financial strength and resources including human and 

equipment. The promoters also have adequate experience of the construction industry, having completed projects in the 

diverse segments like roads, bridges, irrigation, airport, water supply and sanitation among others. 

 

Healthy revenue growth, comfortable coverage ratios – Tundi’s operating income registered a strong growth of CAGR 

~61% in the last four years ending FY2019. This coupled with healthy operating profit margins has resulted in an increased 

OPBDITA and profit levels for Tundi. Sizeable portion of the fund requirement for project execution for Tundi are met 

from the mobilization advances and subsequent payment against running bills, which lowers the reliance on external 

borrowings. This results in a relatively comfortable debt to net-worth (~2.2 times as on mid July 2019) despite sizeable 

debt-funded capex made in the last two to three years. Similarly, the interest coverage and DSCR2 also remain strong at 

~6 times and ~2.5 times respectively in FY2019. Net cash accrual to the total debt (NCA/TD) and the working capital 

intensity (NWC/OI) of the company also remain healthy at 28% and 16% respectively for FY2019; despite an increase in 

debtor days from 66 in FY2018 to 98 in FY2019.  

 

Low counter-party risk, though long receivable cycle is a challenge – Majority of the current projects being handled by 

Tundi relates to the public sector wherein the employer is either Government of Nepal, its ministries, or the related 

agencies. As of the end of September 2019, over 90% by value of the pending order books comprises of government 

contracts. As the clients are primarily Government entities, the counter-party credit risk remains low and mitigates the 

risk arising from high debtor days to a large extent. Nonetheless, lengthy receivable cycle increases Tundi’s dependence 

on external financing for meeting the working capital requirement with a concomitant impact on the gearing level and 

debt coverage metrices. 

 

Strong and diversified order book position and adequate headroom in the bidding capacity –The order book position 

of Tundi remains comfortable with total contract worth ~NPR 21 billion (consolidated basis considering Tundi’s share in 

JVs) as of September end 2019 and pending value of contract worth ~NPR 12 billion. The current value of pending work 

is equivalent to ~2 times of the operating income for FY2019. This provides a medium-term revenue visibility for Tundi. 

The order book also remains fairly diversified across eight different segments with the maximum contribution of 43% 

from the road segment.  Tundi is also among the larger players in the construction sector with high bidding capacity as 

per the current regulations. As of mid-December 2019, Tundi has a bidding capacity for fresh contracts worth ~NPR 24 

billion which makes it well placed to participate in the significant opportunities that would arise from the initiatives to 

 
2 DSCR-Debt Service coverage ratio 
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bridge the infrastructure deficit. The company has a track record of healthy pace of addition of fresh contracts in the last 

two years, and these factors support expectations of continued healthy new order inflows over the medium term. 

 

Credit Challenges 

Covid-19 created externalities to remain a challenge; immediate relief measures eliminate default risk for now-The 
ongoing global pandemic of Covid-19 is expected to have an impact on the construction sector, including Tundi. Second 
half of fiscal year are considered as strong months with major portion of project execution and revenue generation 
expected during these periods. Because of the lockdown, the FY2020 financials are likely to be weaker than earlier 
estimates. Furthermore, Tundi’s ability to secure future contracts and its debtor recovery period is also expected to 
deteriorate because of the lower spending by GoN in infrastructure projects.  
 
Relaxations provided by the banking sector regulator so far includes 2% reduction in interest rate for Q4FY2020, timeline 
extensions for loan repayments along with rebates, in case of timely term loan payments, among others. However, the 
company’s ability to manage the expected liquidity pressures over the near term would remain a monitorable. The 
Government’s further stance on supporting the impacted sectors also remains to be seen.   
 

Sizeable proportion of slow moving projects - The majority of the projects in the order book of Tundi are running behind 

the schedule exposing the company to project execution risk and risk arising from non-performance of the contracts 

(such as BG devolvement, blacklisting, etc). However, most of the slow moving contracts are government contracts where 

delays are on account of factors beyond the control of contractors such as non-clearance of site, obstruction from 

different stakeholders like local community, climactic conditions, etc which are documented by Tundi and being used as 

evidence for obtaining extension of time (EOT) from employers thereby mitigating the risk to some extent. Nonetheless, 

sustained delays in project execution by the contractors could lead to penal consequences for the company and adversely 

impact its financial profile. 

 

Intense competition amid the bidding requirement for the public contract projects - The construction sector of the 

Nepal is highly competitive arising from the presence of many small and big players. Moreover, the bidding requirement 

for the public projects (major portfolio for Tundi) creates uncertainty regarding future revenue inflow. The competition 

has been further intensified in the recent period by the recent changes in regulations allowing international contractors 

to bid for projects with value above NPR one billion (erstwhile, the floor was NPR two billion).  

 

Regulatory risk- Being a company concentrated in the public construction sector, Tundi remains exposed to the risk of 

regulatory changes mainly in the Public Procurement Act and the related regulations. This risk remains further underlined 

in light of regulatory changes brought by way of 8th and 9th amendment in the public procurement regulations by the 

government. Although the government has rolled back many of the stricter provision3 introduced in the 8th amendment 

of the Public Procurement Guidelines through subsequent 9th amendment, this remains a concern for players like Tundi 

where sizeable portion of the contracts are facing delays in execution. With Government of Nepal (GoN) looking to 

expedite the pace of government projects, any stricter regulations in future could have material impact on the players 

like Tundi.  

 

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  

 

  

 
3 including not allowing extension of time more than one year for the projects running behind schedule, among others 
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http://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 

About the company 

Tundi Construction Private Limited (Tundi) is one of the large and established players in the Nepalese construction sector. 

It was started in the in the year 1984 by Mr. Rishi Prasad Subedi, the current chairman and the managing director of the 

company.  

 

The company is involved in the different segments such as bridges, roads, irrigation and water supply projects, buildings 

and sanitation projects, among others. Tundi mainly deals in the public contracts and it reported an annual consolidated 

turnover of ~NPR 6.5 billion (provisional) in FY2019 with pending order to be executed remaining at ~NPR 12 billion. 

 

Tundi is a family owned business wherein Mr. Rishi Prasad Subedi holds 28% of the stake while rest being held by his 

wife Mrs. Laxmi Devi Subedi (12%), three sons viz. Mr. Sushil Subedi (18%), Mr. Anand Prasad Subedi (18%) and Mr. 

Suman Subedi (18%) and daughter Mrs. Manju Subedi (Acharya) (6%). These six shareholders are also the directors of 

the company. 

 

Key Financial Indicators (Consolidated) 

Amount in NPR million 
Audited Provisional 

FY2017 FY2018 FY2019 

Operating Income 2,506.2 5,104.2 6,451.7 

OPBDIT/OI (%) 9.1% 7.5% 8.7% 

PAT/OI (%) 3.2% 2.4% 3.7% 

Gearing (times)  2.3  2.4  2.2 

OPBDITA/Interest (times)  4.1   4.5  5.9 

DSCR (times)   1.3  2.5 

NWC/OI (%) 21% 6% 16% 

Total Outside Liabilities/TNW (times) 8.0 7.9 5.7 

Total Debt/OPBDITA (times) 3.1 2.4 2.4 

 

Annexure-1: Instrument Details  

Instrument 
Current Rated Amount 

 (NPR million) 

Rating action 

Existing Limits    

Long-term loans; fund-based (Hire Purchase loan/Term loan/Auto loan) 1,559.30 [ICRANP] LBBB-@ 

Fund based; short term limits (overdraft) 99.00 [ICRANP] A3@ 

Fund based; short term limits (Trust Receipt/Short term loan/contract loan) 75.00 [ICRANP] A3@ 

Non-fund based; Long-term limits* (LC/Bank guarantees) 7,700.32  [ICRANP] LBBB-@ 

Fund based; short term limits-within  

non-fund based (Bridge Gap/Demand loan/STL/Contract loan) 
(1,910.00) 

[ICRANP] A3@ 

Total  9,433.62  

*Interchangeable with short-term non-fund-based limits 
 

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

Mr. Sailesh Subedi, (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com    
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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.  

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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