
 

www.icranepal.com                                                                                                                                        1 

Gaura Construction Private Limited: [ICRANP] LBB-/A4 assigned 

December 12, 2022  
 

Summary of rating action: 

Instruments* Rated Amount (NPR million) Rating action 

Long-term, fund-based loan limits 24.1  [ICRANP] LBB-; assigned 

Short-term, fund-based loan limits 95.0  
[ICRANP] A4; assigned 

Short-term, non-fund-based loan limits 1,140.9  

Total  1,260.0  
*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 minus) to the long-term 

loan limits of Gaura Construction Private Limited (GCPL or the company) and a short-term rating of [ICRANP] A4 

(pronounced ICRA NP A four) to the company’s short-term loan limits.  
 

Rationale 
The assigned ratings factor in the experienced background of the company’s promoters with GCPL itself starting 
operations from 1985, albeit on a small scale. The ratings also take positive note of the company’s adequate operating 
margins (~18% in FY2022), which could help it absorb the impact of rising construction material prices, to an extent. 
GCPL’s satisfactory capitalisation structure with gearing of ~1.3 times in FY2022 (0.9 times, excluding the interest-free 
promoter loans) has resulted in good debt coverage indicators with DSCR of 3.8 times and TD/OPBITDA of 2.8 times in 
FY2022. The ratings also take comfort from the positive business outlook for contractors, given the Government of 
Nepal’s (GoN) impetus to infrastructural development of the country, amid the large infrastructure deficit. The 
company’s recent venture into the growing hydroelectric segment, along with adequate headroom in the bidding 
capacity, could provide diversified revenue growth avenues. 
 
Nonetheless, the ratings mainly remain constrained by the company’s relatively lower pending order book position (1.6 
times of operating revenues in FY2022) and the recent slowdown in fresh order inflows, amid the slump in construction 
activities, which raises concerns over medium-term revenue visibility. The company’s liquidity position also remains 
stretched, given the limited on-balance sheet liquidity, borderline utilisation of drawing power and dependence on 
promoter loans to fund incremental capex requirements. The ratings also remain constrained by the company’s low scale 
of operations and the intense competition in the construction sector, primarily in public sector projects. GCPL is also 
exposed to regulatory risks as the company has been mainly dealing in public projects. Going forward, GCPL’s ability to 
add requisite new orders to sustain the revenue trajectory with adequate margins and the continuation of 
timely/adequate liquidity support by the promoters, will remain the key rating sensitivities. 
  
 

Key rating drivers  
 

Credit strengths 
Experienced promoters; decent scale-up in operations recently with improving operating margins – GCPL has been 

operational in the Nepalese construction sector since 1985, which has added to the experience of its promoters over the 

years. The company is classified as a Class-A contractor as per the classification norms of the industry. GCPL was largely 

passive during FY2018 to FY2020 (revenues mostly limited to rental incomes during these years), amid change in 

ownership; however, the chairperson with around two decades of experience still leads the company. Though the 

company’s scale of operation remains miniscule compared to its track record, the scale-up in the recent years has been 

good, aided partly by its venture into the growing hydroelectric segment. Further, the promoters have also been able to 

source the contracts while ensuring good operating margins (18% for FY2022 against 14% in FY2021), which remains a 

positive. Though margin pressures are likely over the near term due to sharp increase in construction material prices, 
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GCPL’s margins are still expected to remain adequate. Going forward, adequate headroom in its bidding capacity could 

aid the company’s growth along diverse segments including buildings, hydroelectric projects, road, etc.  

 

Satisfactory capitalisation and coverage metrics – The company’s capitalisation remains comfortable, characterised by 

satisfactory gearing levels of 1.3 times and total debt/OPBITDA of 2.8 times in mid-July 2022 (0.9 times and 21 times 

respectively, excluding the interest-free promoter loans). GCPL’s improved operating margins has supported its debt 

coverage indicators with DSCR and interest cover of 3.8 times and 5.6 times, respectively, in FY2022. While these 

indicators are likely to report some moderations amid the sharp increase in interest rates and likely margin pressures, 

the overall financial profile is still expected to remain adequate, given the expectation of continued promoter support as 

per the company’s requirement. 

 

Credit challenges 
Relatively lower pending order book position – The company’s pending order book position was relatively lower as of 

mid-July 2022, with pending value of the contracts to be executed equivalent to ~1.6 times of the company’s standalone 

operating income in FY2022. Slow pace of business acquisition amid recent slowdown in the construction sector (for both 

private as well as Government sector) presents challenge over the medium-term revenue prospects. The company’s 

ability to add adequate new orders and sustain the revenue and margin trajectory would remain a key rating monitorable. 

 

Stretched liquidity – GCPL’s liquidity position remains stretched, reflected in its weak current ratio of 0.7 times as of mid-

July 2022, mainly on the back of the funding mismatch in the recent high capital expenditures (mostly land purchase). 

These were largely funded through incremental short-term and promoter loans, with limited term-loan additions. The 

company’s reliance on mobilisation advances also remains high to fund its working capital management. GCPL’s on-

balance sheet liquidity remains low and the headroom in its drawing power is generally negligible, which lowers its ability 

to withstand any liquidity shocks. Any delays in payment from the employers could result in liquidity stress for the 

company. 

  

Intense competition and regulatory risks – The construction sector in Nepal is very competitive, given the presence of a 

large number of players. Moreover, the bidding requirement for public projects (major part of GCPL’s portfolio) creates 

uncertainty over the company’s future revenue inflows. GCPL also remains exposed to the risk of regulatory changes, 

mainly related to the Public Procurement Act and the related regulations applicable to public-sector contracts. This risk 

further remains elevated due to the frequent regulatory changes being brought in through the amendments. Further, 

the recent regulatory changes, capping the maximum number of new contracts that can be held by a contractor, has also 

impacted the revenue growth prospects for relatively smaller scale players like GCPL. 

 

Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodologies as indicated below.  

 

Links to applicable criteria:    

Corporate Credit Rating Methodology 

Rating Methodology for Construction Entities 

 

About the company 
Gaura Construction Private Limited (GCPL) started its operations from December 1985 (promoters started construction 

business as a firm from 1976, which was taken over by GCPL from 1985). The company is classified as a class-A contractor 

as per the classification norms of the Government of Nepal, and it primarily deals in building, road and hydro-electrical 

works, etc. GCPL is a closely held company wherein the entire equity stake is held by four shareholders with the largest 

stake of 60% held by its Managing Director, Mr. Kumar Poudel.   

 

Key Financial Indicators (Standalone) 

 
Audited Provisional 

FY2019 FY2020 FY2021 FY2022 

Operating Income-OI (Sales; NPR million) 22 18 127 359 

OPBITDA/OI (%) 35% 67% 14% 18% 

http://www.icranepal.com/
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Audited Provisional 

FY2019 FY2020 FY2021 FY2022 

Total Debt/ Tangible Net Worth (TNW; times) 0.5 1.1 1.6 1.3 

Total Outside Liabilities/TNW (times) 2.2 2.4 3.3 3.3 

Total Debt/OPBITDA (times) 2.4 3.3 6.6 2.8 

OPBITDA/Interest (Interest coverage; times) 2.4 2.5 3.8 5.6 

DSCR (times) 0.8 2.5 1.7 3.8 

Net Working Capital/OI (%) 64% -135% -41% 12% 

Current Ratio 1.0 0.3 0.4 0.7 

 

Annexure-1: Instrument Details 
Instrument Rated Amount (NPR 

million) 

Rating Action 

Long-term limits (A) 24.1 [ICRANP] LBB-; 

assigned Fund based; long term limits (hire purchase loan) 24.1 

   

Short-term limits (B) 1,235.9 

[ICRANP] A4; 

assigned 

Fund based limits (demand loan, overdraft loan, contract loan) 95.0  

Non-fund based limits (Letter of Credit, bank guarantees) 1,140.9  

Fund based limits - within non-fund based (Demand Loan, Trust 

Receipt Loan/Short term loan) 

(80.0) 

   

Total (A+B) 1,260.0  

 

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

Mr. Aslesh Adhikari (Tel No. +977-1-4419910/20) 

aslesh.adhikari@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   
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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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