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Yambaling Hydropower Private Limited: Long-term rating upgraded to 

[ICRANP] LB+ and removed from ‘issuer not cooperating’ category; 

[ICRANP] A4 assigned 
May 24, 2021 

 

Summary of rated instruments 

Instrument  
Last Rated Limits 

(NPR million) 

Current Rated Limits 

(NPR million) 
Rating Action 

Long-term loans 840 840 [ICRANP] LB+; upgraded from [ICRANP] LB and 

removed from ‘issuer not cooperating’ category 

Short-term loans  - (450) [ICRANP] A4; assigned 

Total  840 840  
* Instrument details are provided in Annexure-1 
 

Rating action   
ICRA Nepal has upgraded the long-term rating assigned to Yambaling Hydropower Private Limited (YHPL) to [ICRANP] 

LB+ (pronounced ICRA NP L B plus) and removed it from the ‘issuer not cooperating’ category based on adequate 

information received from the company for carrying out a detailed credit assessment. The rating has also been removed 

from notice of withdrawal. ICRA Nepal has also assigned a short-term rating of [ICRANP] A4 (pronounced ICRA NP A four) 

to the company’s short-term loans (embedded within long-term loans). 

 

Rationale  
The rating action mainly factors in the project parameters and return indicators for the company’s under-construction 
7.27-MW Yambaling Khola hydropower project (HPP) remaining largely stable despite the slightly slower progress of the 
project and the expectation of cost escalation (<10% as per latest estimates). This is mainly because the requisite 
evacuation structure of the offtaker is also being delayed and is likely to result in the commensurate extension of the 
required commercial operation date (RCOD). Hence, the project is not expected to lose tariff escalations, as anticipated 
earlier. Though the progress has been slightly delayed vs. ICRA Nepal’s earlier estimates, this was mainly on account of 
the impact of the Covid-19 pandemic. Further, the cost overrun remains within ICRA Nepal’s earlier estimates. 
 
However, the ratings are constrained by the high project execution risks as the project is just approaching the middle 
stage of development (~43% complete till March 2021) while the RCOD is November 30, 2021. Further, the ratings are 
impacted by the higher evacuation risk that emanates from the lack of the requisite evacuation infrastructure, i.e. Nepal 
Electricity Authority’s (NEA) Barhabise Substation. Any delays in the completion of the substation could defer the project 
commissioning (COD) and hence a further increase the project cost. However, the extension of the RCOD would make 
the project eligible for all tariff escalations, which remains a positive.  
 
The project is also exposed to moderate funding risks especially considering the expected cost overruns. While only ~71% 
of the promoters’ equity has been injected so far, the debt portion has also been tied up as per the earlier cost estimates. 
The hydrological risks are also high for the project, given the lack of a deemed generation clause in the power purchase 
agreement (PPA). Moreover, the project derives hydrology from an ungauged rainfed perennial river with a very small 
catchment area. This, coupled with the low contract plant load factor (PLF) of ~59% for the project, could impact its 
energy generation and, subsequently, the company’s revenues. The project is also exposed to counterparty credit risks 
arising from its exposure to the NEA, which has a weak financial profile (albeit with recent improvements). However, this 
is mitigated by the sovereign support to the NEA and its track record of timely payments to independent power producers 
so far.  
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Nonetheless, the assigned ratings factor in the key promoters’ prior experience in hydropower project development and 
operations1. The ratings also take into consideration the low tariff and offtake risks due to the presence of a firm PPA 
with predetermined tariff rates under the take or pay model. Moreover, the ratings factor in the positive demand outlook 
for the energy sector owing to the supply-demand gap as well as the increasing energy consumption in the nation. Going 
forward, YHPL’s ability to commission the project within the revised cost estimates and expected timeline, the interest 
rate volatility and the achievement of the designed parameters would be the key drivers for determining the return 
metrics for the project and other coverage indicators for the company.  
 
 

Key rating drivers  
 

Credit strengths 
Prior experience of promoters – The project is being developed mainly by promoters who have already developed an 
operational 5-MW hydropower project (Pikhuwa Khola HPP) through Eastern Hydropower Limited 2 . Hence, the 
promoters’ prior experience in the development of another HPP is expected to aid in the development, running and 
operation/maintenance of the Yambaling Khola HPP as well. 
 

Low tariff and offtake risks with presence of long-term PPA at predetermined tariffs and escalations – The tariff and 

offtake risks for the project are low as the company already has a PPA with the NEA (the sole purchaser and distributor 

of electricity in Nepal) for its entire project capacity for a period of 30 years from the COD. The PPA has a predefined 

tariff rate for the purchase of energy i.e. the tariff for the wet season (mid-April – mid-December) is NPR 4.8 per kWh 

while that for the dry season is NPR 8.4 per kWh. An escalation of 3% per annum is allowed on the base tariff for five 

consecutive years after 12 months of the COD.  

 

Credit challenges 
Inherent risks of project execution – The 7.27-MW project is approaching the middle stage of development with ~43% 
physical progress till March 2021 (equivalent to ~49% financial progress), which exposes it to inherent project execution 
risks. The risks are further accentuated by the difficult terrain along which the high-head project is being developed. The 
geographical and environmental conditions (with the upcoming monsoons) would affect the installation of the headrace 
and penstock pipes and could potentially delay the project. 
 
Moderate funding risk – The project was initially planned to be developed at a cost of ~NPR 1,200 million at a debt-to-
equity ratio of 70:30. As per this estimate, the overall equity requirement is NPR 360 million and the promoters had 
injected around 71% of the same as of March 2021 while the required debt component has been tied up. However, 
concerns regarding funding risks are further accentuated by the expected cost escalation (<10% as per latest estimates, 
subject to finalisation) against the initial budgeted cost. The company’s ability to control the cost escalations and close 
any funding gaps in a timely manner would remain critical. 
 
High evacuation risks – The evacuation risk emanates from the lack of the requisite infrastructure at the proposed 
connection point i.e. the NEA’s 220-kV Barhabise Substation, through which the power is to be evacuated. Subject to 
approval, the company is now planning to evacuate power by accessing the transmission line of a downstream project 
viz. the 36-MW Upper Balephi-A HPP being developed by Balephi Hydropower Limited (BHL). BHL would be connecting 
its project to an operational substation of the NEA (Lamosanghu Substation). YHPL entered into a memorandum of 
understanding (MOU) with BHL for the same in May 2019. YHPL would connect the power from its powerhouse to the 
Balephi powerhouse through an approximately 6-km long 132-kV transmission line.  
 
High hydrology risks – The lack of a deemed generation clause in the PPA exposes the project to hydrology risk in case 
of adverse river flow scenarios as it will not receive any compensation for such losses from the NEA. As the Yambaling 
River, along which the project is being built, is an ungauged river with no snow support, the generation trend of the 

 
1  The promoter group has developed and is operating the 5-MW Pikhuwa Khola Small HPP under Eastern Hydropower Limited  
2 Graded IPO Grade 5 in November 2018 
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project would remain a monitorable. Rating concerns regarding the same are further accentuated by the fact that the 
project has a relatively small catchment area of 14 sq. km. A significant drop in the rainfall pattern in its catchment would 
significantly impact generation, especially considering the fact that the project has a high head (gross head of 799 metres) 
and very low discharge (1.14 cusecs). 
 
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   
Yambaling Hydropower Private Limited (YHPL) was incorporated on November 21, 2007 as a private limited company. Its 
paid-up capital stood at ~NPR 254 million as of mid-April 2021 and is fully held by the promoters. The major shareholders 
include M/s Money Plant Investment Private Limited (51%), Ms. Indramaya Tamang (10%), Ms. Rajdevi Rajbhandari, Mr. 
Kosh Raj Onta and Ms. Shova Devi Karmacharya with 4% each. The company is developing the 7.27-MW Yambaling Khola 
hydropower project in Sindhupalchowk district, Province 3 of Nepal. It is a run-of-river (R-o-R) type project and is being 
developed at 40% probability of exceedance (Q40).  
 

 

Annexure-1: Instrument details  

Instrument 
Rated Amount  

(NPR million) 
Rating Action 

Term Loan (long term; fund based)  840 [ICRANP] LB+; upgraded from [ICRANP] LB and 

removed from ‘issuer not cooperating’ 

category 

Short-term loans - 

[ICRANP] A4; assigned Bridge Gap Loan within Term Loan (fund based) (100) 

Letter of Credit within Term Loan (non-fund based) (350) 

Total  840  
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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.  
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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 
 

http://www.icranepal.com/
http://www.icranepal.com/
http://www.icra.in/
mailto:info@icranepal.com
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/
http://www.icranepal.com/

