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Kshamadevi Construction Solution Private Limited: [ICRANP] LBB/A4+ 

assigned 

December 19, 2022  
 

Summary of rating action: 

Instrument 
Current Rated Amount 

(NPR million) 
Rating action 

Fund-based; long-term limits 57.6   [ICRANP] LBB; assigned 

Fund-based; short-term limits 220.0   [ICRANP] A4+; assigned 

Non-fund based; short-term limits 1,122.4  [ICRANP] A4+; assigned 

Total  1,400.0   
* Limit 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) to the long-term limits 

(including proposed limits) of Kshamadevi Construction Solution Private Limited (KCSPL or the company) and a short-

term rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the company’s short-term limits (including proposed 

limits). 
 

Rationale 
The assigned ratings factor in KCSPL’s experienced promoters (Kshamadevi Group) and their prior experience in the 
construction sector through trading of construction materials in the domestic market. The ratings also derive comfort 

from the company’s adequate financial indicators (albeit on a small scale), characterised by its stable operating margins 

and low gearing (partly supported by adequate creditor support and, therefore, low reliance on bank financing) resulting 
in comfortable debt coverage indicators. The ratings favourably factor in the adequate order book, with the value of 

pending contracts to be executed equivalent to ~3.0 times (though favoured by a single project) of the standalone FY2022 

operating income (provisional), providing near to medium term revenue visibility. Further, the ratings also positively 
factor in the available headroom in KCSPL’s working capital drawing power limits providing financial flexibility and limiting 

any short-term liquidity risk for the company. The ratings also take comfort from the positive business outlook for 

contractors, given the Government of Nepal’s (GoN’s) thrust towards infrastructural development, amid the large 

infrastructure deficit in Nepal. The ratings also consider the good project execution ability of the company as most of the 
projects in hand are nearing completion within their deadlines.  

 

The ratings are, however, constrained by KCSPL’s short track record in the construction sector and small scale of 
operations compared to its industry peers. Ratings concern also arise from the company’s portfolio of projects being 

concentrated towards a single public-sector road project, resulting in sectoral concentration risk. The ratings are 

constrained by counterparty risk as KCSPL also deals with private sector clientele; although the proportion of public 
sector projects in its order book is likely to increase, going forward. The ratings also factor in KCSPL’s exposure to 

regulatory risks, as the company is entering the competition for public projects. The company’s increasing reliance on 

public sector projects, going forward, will also increase its vulnerability towards Government spending and timely release 

of payments from the Government.  
 

Going forward, the company’s ability to scale-up its operations by competing with other established players working in 

public-sector projects, improve sectoral diversification and improve its profit margins; while maintaining its gearing 
levels, liquidity profile and debt coverage metrices will remain key rating monitorables/sensitivities.  
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Key rating drivers  
Credit strengths 

Prior experience in construction sector through trading activities – KCSPL is a unit under the Kshamadevi Group, one of 
the growing players in the construction sector. The Group has been involved in various businesses related to the 
construction and real estate sector in Nepal since 2005. The Group owns multiple units involved in trading construction 
materials as well as in providing services related to interior works and lighting, among others. In this respect, KCSPL acts 
as a forward integration for the Group’s business and is likely to benefit from the synergy accruing from other sister units. 
KCSPL mainly procures required materials/services from its sister units, which benefits the business for the entire Group 
as well as aids the execution capacity of KCSPL to some extent.  

Adequate order book position supported by recent additions – KCSPL’s order book remained adequate as of mid-
November 2022, with a pending contract value equivalent to ~3.0 times of the company’s standalone FY2022 operating 
income, providing a medium term revenue assurance. The company has secured a high-value road project in October 
2022, which is likely to favour the revenue prospect of the company for the near-term, in addition to providing the 
requisite experience for KCSPL in public-sector projects, to support its future bids for similar projects.  
    
Good financial profile with adequate liquidity for current level of operations – KCSPL’s financial profile remains 

supported by a low gearing (TD/TNW) of ~1.0 time (albeit with a high TOL/TNW of ~3.0 times, given the extended creditor 

support) in mid-July 2022. As a result of low bank debt, the company’s coverage indicators also remain comfortable with 

an interest coverage of 3.3 times and DSCR1 of 2.3 times for FY2022.  

 

KCSPL’s short-term liquidity is also comfortable given the available drawing power cushion (~22%) as of mid-July 2022. 

The company has maintained a cushion in working capital drawing power over the years (as reflected in year-end 

financials), which remains a positive for the company’s liquidity management philosophy. However, its ability to replicate 

similar practices on a higher scale of operations remains to be seen. 

 
Credit challenges 

Small scale of operations and concentrated order book; performance on a higher-scale remains untested – KCSPL, 
established as a private limited company in 2013, has around nine years of an operational track record in the Nepalese 
construction sector. The company’s scale of operations remains lower than its industry peers, limiting its bidding capacity 

for large projects as well as its economies of scale. Further, the entire project portfolio of KCSPL, as of mid-November 
2022, was concentrated towards a single (public sector road) project giving rise to sectoral concentration risk. The 
company’s near-term financials will depend on its ability to execute the project in a timely manner.  

 

Counterparty risk in private sector projects – KCSPL takes up projects in both the public and private sectors. Although 
the receivable risk remains low in public sector projects, the same remains high for private sector projects, especially 
amid the recent slowdown in economic activities. Nonetheless, the proportion of public sector projects in KCSPL’s order 
book are likely to increase, going forward, which is expected to dilute the receivable risk to some extent.  
 

Industry fragmentation, high competitive intensity and regulatory risk – Nepal’s construction sector is highly 
competitive, given a large number of players in the field. Moreover, the bidding requirement for public projects creates 
uncertainty regarding future revenue inflow. KCSPL, with its recent entry into the public sector, remains exposed to the 
risk arising from regulatory changes, mainly in the Public Procurement Act and related regulations. This risk remains 
further underlined by KCSPL’s moderate experience in public sector projects and frequent regulatory changes related to 
such projects in recent years. Any future amendments imposing stricter provisions for timely completion and/or 
provisions of liquidated damages could affect KCSPL’s project execution ability and could have an impact on emerging 
players like KCSPL. 
 

 
1 Debt-service coverage ratio 
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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 

Rating Methodology for Construction Entities 

  

About the company 

Kshamadevi Construction Solution Private Limited (KCSPL) is a private company under the Kshamadevi Group providing 
construction services relating to buildings, interior works, electrical and lighting works mainly to private sector clients. It 
has only recently forayed into public sector projects. KCSPL is classified as a Class-D contractor as per the classification 
norms of the Government of Nepal.  
 
KCSPL is a closely held company with its entire equity stake held by five individuals—Mr. Hom Bahadur Basnet, Chairman 
and Managing Director (43% stake), followed by Mr. Niranjan Kumar Shrestha and Mr. Bhesh Bahadur Basnet (20% each), 
Mr. Shree Krishna Basnet (10%) and Mr. Basanta Raj Neupane (7%).  

 

 

Key Financial Indicators 

Particulars 
Audited Provisional 

FY2018 FY2019 FY2020 FY2021 FY2022 

Operating Income-OI (NPR Million) 258.4 382.8 475.2 511.5 389.2 

OPBDITA/OI (%)   6.3% 7.5% 7.7% 7.1% 6.8% 

Total Debt/Tangible Net Worth-TNW (times) 1.2 0.7 0.6 1.3 1.0 

Total Outside Liabilities (TOL)/ TNW (times) 2.8 5.1 4.2 7.1 2.6 

Total Debt/OPBDITA (times)  1.6 1.3 1.3 2.0 2.7 

Interest Coverage  5.0 6.1 5.9 4.9 3.3 

DSCR (times) 4.0 4.1 3.7 2.1 2.3 

Current Ratio 1.3 1.2 1.2 1.1 1.3 

Net Working Capital/OI (%) 12% 15% 18% 19% 31% 

 

Annexure-1: Instrument Details  
 

Instrument 
Current Rated Amount 

(NPR million) 
Rating action 

Fund based; long term limits 7.6    [ICRANP] LBB; assigned 

Fund based; long term limits (proposed) 50.0    [ICRANP] LBB; assigned 

Fund based; short term limits 70.0   [ICRANP] A4+; assigned 

Fund based; short term limits (proposed) 150.0   [ICRANP] A4+; assigned 

Non-fund based; short-term limits 350.0   [ICRANP] A4+; assigned 

Non-fund based; short-term limits (proposed) 772.4   [ICRANP] A4+; assigned 

Total  1,400.0   
 
  

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2019/11/CorporateCreditRatingMethodology08292018.pdf
https://www.icranepal.com/wp-content/uploads/2022/04/ICRA-Nepal-Construction-Rating-Methodology-April-2022.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
file:///D:/Sagarmatha%20Drilling/Review/PH/Sagarmatha%20Drilling%20and%20Construction%20Co.%20Pvt%20Ltd_spread_%20Apr_%202022_Review.xlsx%23AvP!Q68
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Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com    
  

Mr. Prabin Humagain, (Tel No. +977-1-4419910/20) 
prabin@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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