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CE Construction Private Limited: [ICRANP] LBB+/A4+ (Assigned) 

February 3, 2021  
 

Summary of rated instruments: 

Instrument* 
Current Rated Amount 

(NPR million) 
Rating action 

Fund based; long term limits 800.0 [ICRANP] LBB+ (Assigned) 

Fund based; short term limits 759.4 [ICRANP] A4+ (Assigned) 

Non-fund based; short term limits 2,443.2 [ICRANP] A4+ (Assigned) 

Total  4,002.6   

* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LBB+ (pronounced ICRA NP L double B plus) to the fund-based 

long-term limits of NPR 800 million of CE Construction Private Limited (CE). ICRA Nepal has also assigned a short-term 

rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the short-term fund-based limits of NPR 759.4 million and 

non-fund based limits of NPR 2,443.2 million.  
 

Rationale 
The assigned ratings factor in CE’s established track record of nearly three decades in the Nepalese construction sector 

and its experienced promoters. The assigned ratings also favourably consider CE’s healthy revenue growth and adequate 

profitability in the last three to four years. Moreover, the healthy pace of new order inflows has helped CE in maintaining 

a comfortable order book position with the value of pending contracts equivalent to ~3 times of FY2020 operating income 

(OI), which offers a strong medium-term revenue visibility. Further, CE’s growth outlook remains positive, supported by 

its market reputation and ability to offer wide range of services in construction, design, and engineering. Moreover, the 

financial profile of CE remains adequate, supported by its scale of operations, healthy profitability and profit retention 

as well as moderate gearing, resulting in adequate debt coverage ratios.  

 

However, the ratings are constrained by the risks associated with the concentration of its order book to the hydro power 

sector (~90% of CE’s order book value as of mid-July 2020) and its exposure to the real estate sector. CE focusses entirely 

on private sector construction contracts, where counterparty payment risk remains relatively higher than the public 

sector contracts. CE also undertakes proprietary projects (mainly housing projects developed by CE construction and its 

associated entities), which expose it to the market risk associated with such projects. Moreover, the ratings are 

constrained by the company’s moderate liquidity profile. This partly stems from CE’s high capex in the last three to four 

years towards capacity building, utilising bank borrowings and internal profits. While this remains a positive for long-

term business growth, the same has strained the short-term liquidity of the company. Its working capital intensity also 

remains high because of its high inventory days, which partly results from sizeable inventory of proprietary projects. 

Moreover, the pace of project execution and therefore inventory liquidation and debtor realisation has slowed down 

because of the impact of Covid-19, which is likely to put further pressure on the company’s cashflows and its debt 

repayment capacity over the near term. These, coupled with CE’s relatively moderate cash cushion, lower its ability to 

withstand near-term liquidity shocks. The ratings also factor in the inherent cyclicality associated with the construction 

sector in the country.  

 

Going forward, the resumption of normal activities in the construction sector will remain a key rating monitorable. 

Moreover, CE’s ability to build cash cushion through better working capital management and/or securing additional fund 

from promoters or lenders will remain the key rating sensitivity.   
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Key rating drivers  

Credit strengths 
Long track record of operation and reputed promoters – Operating since 1992, CE is one of the large and established 

players in the Nepalese construction sector, focussing mainly on private sector construction contracts. The company is 

classified as a Class A contractor as per the classification norms of public procurement regulations, factoring in the prior 

experience, financial strength and resources including human resources and equipment. The company also benefits from 

the long experience of its promoters, led by engineer-turned-entrepreneur Mr. Bijay Bahadur Rajbhandary. The 

company’s strong brand visibility, accruing from its track record of completing multiple projects (mainly in-housing 

projects and building constructions, and more recently in hydropower sector) and its ability to offer wide range of 

services in engineering, design and construction arena (through its Group companies) remains a positive for CE’s future 

business growth.   

 

Healthy revenue growth moderate gearing and comfortable coverage ratios – CE’s OI registered a strong growth of 

CAGR ~30% between FY2016 and FY2020. This coupled with healthy operating profit margins has contributed to a steady 

growth in profit levels, which are being entirely retained since the last three to four years. A sizeable portion of the fund 

requirement for project execution for CE is met from the mobilisation advances and subsequent payment against running 

bills, which lowers the reliance on external borrowings (for third-party construction). This results in a relatively 

comfortable debt-to-net worth ratio (1.8 times as on mid-July 2020) despite sizeable debt-funded capex in the last two 

to three years. Similarly, the interest coverage and DSCR1 also remained healthy at ~3.6 times and ~2 times, respectively 

in FY2020.  

 

Strong order book position and revenue visibility – CE’s order book position remains comfortable with pending contract 

worth of ~NPR 9.2 billion as of mid-July 2020; this is ~3 times the FY2020 OI. This provides strong medium-term revenue 

visibility for the company. Its revenue growth outlook is also supported by its established brand and strong track record 

in private sector construction (including standalone buildings, housing and apartment projects, hydropower) and healthy 

pace of addition of fresh contracts in the last three to four years. 

 

Credit Challenges 

Concentrated order book – From the early years of its operations, CE’s focus has primarily remained on building and 

housing/apartment projects. The company has diversified into the hydropower sector in the last four to five years and 

has bagged large hydropower development contracts in the last one to two years. As of mid-July 2020, ~90% of its 

pending order book value is made of hydropower sector clients, which makes CE’s portfolio highly concentrated towards 

the sector. The outlook for the hydropower segment remains positive at present, contributed by increased focus of the 

Government and therefore, the banking sector towards it. However, any change in the dynamics of the sector could 

affect CE’s long-term revenue potential.  

 

Significant dependence upon private sector investment and high counterparty risk – CE is among the large players in 

the Nepalese construction sector and is one of the largest players focussing entirely on private sector construction 

contracts. This makes its business growth and revenue profile highly dependent upon private sector capex investment. 

This in turn, exposes the same to future revenue uncertainty, unlike public sector construction activities, which are 

relatively predictable. Moreover, the counterparty risk for CE construction remains relatively higher than its peers with 

greater focus on Government/public sector contracts.   

 

Liquidity concern – CE has made high capex investment in the last three to four years towards capacity building. The 

company also has made significant equity investment in Group companies, including housing companies, hydropower 

companies and other smaller units providing ancillary services in the construction arena, the returns on which have 

remained relatively nominal so far. As a result of these investments, the company’s resources remain tied-up, affecting 

its liquidity profile.  

 

 
1 DSCR-Debt Service coverage ratio 
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Moreover, CE operates both as a third-party contractor as well as developer. As a developer, it has developed and is 

developing multiple housing and hydropower projects for itself and its Group/associated companies. This results in high 

inventory days (409 days for FY2020 against 423 days for FY2019) and in turn, high working capital intensity (NWC/OI of 

32% for FY2020) for the company. For self-developed housing projects, a sizeable amount is held in land and buildings, 

which are under progress. Timely liquidation of these inventory will remain essential to maintain the business liquidity. 

Moreover, timely realisation of debtors, including the associated companies, will have a bearing on the CE’s liquidity.  

The pace of project execution, inventory liquidation and debtor realisation has slowed down because of the ongoing 

Covid-19 pandemic that has supressed the company’s cashflows. Given the moderate cash cushion available to CE, this 

could put a pressure on its ability to timely meet debt obligations.  

 

Inherent cyclicality of industry – The cyclical nature associated with the real estate industry could have a significant 

impact upon the revenues and profit margins of the company. Volatility in the cash flows due to the cyclicality could pose 

challenges, especially during periods of weak demand, given significant reliance upon debt and related service obligations 

of the company. 

 

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 
Operating since 1992, CE is a construction company involved in the construction, design, consulting and construction 

management of hydropower, housing, apartments, hospitals, hotels, office and commercial buildings among others, 

largely in the private sector.    

 

The company mainly deals in private contracts, which makes up the entire contract value in hand as of mid-July 2020. CE 

is a domestic player and at present is concentrated within the domestic geographic boundaries. It reported an annual 

turnover of ~NPR 3.2 billion in FY2020 with pending work on hand of ~NPR 9.2 billion as of mid-July 2020.  

 

CE is a closely held company wherein the entire paid-up capital of NPR 540 million is held by four individuals. Mr. Bijay 

Rajbhandary (Chairman and Managing Director), Mr. Gopal Manandhar (Director-Operation) and Mr. Shyam Milan 

Shrestha (Director-Finance) each hold a 30% stake in CE, while Mr. Om Bahadur Rajbhandary holds the balance 10%. 

 

Key Financial Indicators  

 
Audited 

FY2018  FY2019  FY2020 

Operating Income-OI; sales (NPR million) 2,127.7 2,510.7 3,197.8 

OPBDITA2/OI (%)   13.4% 13.3% 14.6% 

Total Debt/Tangible Net Worth (TNW; times) 1.9 1.7 1.8 

Total Outside Liabilities/TNW (times) 4.3 5.0 5.9 

Total Debt/OPBDITA (times)  4.4 4.2 3.9 

Interest Coverage (times)  2.6 3.7 3.6 

DSCR3 (times) 2.2 2.1 1.9 

NWC4/OI (%)  45% 28% 32% 

Current ratio 1.2 1.0 1.0 

 
2 Operating profit before depreciation, interest, tax and amortization 
3 Debt service coverage ratio 
4 Net working capital intensity 

http://www.icranepal.com/
http://www.icranepal.com/wp-content/uploads/2019/11/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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Annexure-1: Instrument Details  

Instrument 
Current Rated Amount 

 (NPR million) 

Rating Action 

Existing Limits    

Long-term loans; fund-based (Hire Purchase loan/Term loan) 800.0 [ICRANP] LBB+; assigned 

Fund based; short term limits (overdraft) 240.0 

[ICRANP] A4+; assigned 

 

Fund based; short term limits (Demand loan/Short term loan) 519.4 

Non-fund based; short term limits* (LC/Bank guarantees/Bid 

Bond/Performance Guarantee/ Advance Payment Guarantee) 2443.2 

Fund based; short term limits-within  

non-fund based (TR loan/Demand loan/Short term loan) (161.0) 

Total  4002.6  

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

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

Mr. Akendra Joshi, (Tel No. +977-1-4419910/20) 
akendra@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.  

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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