
 

www.icranepal.com                                                                                                                                        1 

Chhyangdi Hydropower Limited: Issuer rating and long-term rating 

upgraded, short-term rating reaffirmed; ratings removed from Issuer Not 

Cooperating category 
March 07, 2023 

Summary of rating action 

Instrument  
(NPR Million) 

Last Rated 

Amount  

Current Rated 

Amount  
Rating Action 

Issuer Rating NA NA 
[ICRANP-IR] B; upgraded from [ICRANP-IR] B- and 
removed from issuer not cooperating category 

Long-term loan; fund based 

(Term loan) 
815 815 

[ICRANP] LB; upgraded from [ICRANP] LB- and 

removed from issuer not cooperating category 

Short-term loan; fund based 

(Working capital loan) 
10 10 

[ICRANP] A4; reaffirmed and removed from issuer 

not cooperating category 

Total  825 825  

 

Rating action   
ICRA Nepal has upgraded the issuer rating of Chhyangdi Hydropower Limited (CHL) to [ICRANP-IR] B (pronounced ICRA NP 

issuer rating B) from [ICRANP-IR] B- ‘Issuer Not Cooperating’ (pronounced ICRA NP issuer rating B minus Issuer Not 

Cooperating). This rating is only an opinion on the general creditworthiness of the rated entity and is not specific to any debt 

instrument. 

 

ICRA Nepal has also upgraded the long-term rating of CHL to [ICRANP] LB (pronounced ICRA NP L B) from [ICRANP] LB- Issuer 

Not Cooperating (pronounced ICRA NP L B minus Issuer Not Cooperating) and reaffirmed the short-term rating at [ICRANP] 

A4 (pronounced ICRA NP A four) to its short-term loans. The ratings have been removed from the ‘Issuer Not Cooperating’ 

category. 

 

Rationale 
The rating upgrade factors in the commercial operation of the 4MW Upper Chhandi Khola Small Hydro Power Project (HPP) 

from December 2021, increasing the portfolio of operational projects under the company to 6 MW; which is expected to 

support the company’s operational profitability and improve the debt/OPBDITA and debt coverage metrices going foward 

going forward. ICRA Nepal also takes positive note of the high dry energy mix at ~30% for the 4 MW project (~17% for the 

2MW project), under the new six-six months dry and wet energy mix modality of power purchase agreement (PPA) and 

higher tariff escalations (eight escalations as against five for the 2 MW project). This would support the company’s revenue 

profile, return indicators and other coverage ratios amid the fixed tariff regime. Further, the ratings derive comfort from the 

long-term power purchase agreement (PPA) at predetermined tariffs and escalations which eliminates the risks related to 

tariff and offtake of the energy to be generated by the project. 

 

However, the ratings remain constrained by high debt burden on the company on account of the debt-funded capex for the 

newly commissioned 4MW project. The commencement of debt repayment for the 4MW project combined with low 

generation by the projects (~69% and ~50% of contract energy by 2MW and 4MW project respectively for FY2022) resulted 

in inadequate cashflows vis-à-vis repayment obligations which weakened the coverage ratio in FY2022. The low generation 

by 2MW project was because of project downtime from transformer damage for almost three months in FY2022 while the 

4MW project was non-operational for almost five months in FY2022 due to factors such as landslide and evacuation 

constraints in the previously connected 33kV Udipur sub-station.  From November 2022, both the projects have started 

evacuating the energy to relatively high capacity 132kV Madhya Marshyangdi sub-station which is expected to reduce the 

project downtime and improve generation going forward. Nonetheless, the take-and-pay modality for energy generated 

from the 4MW project until the upgradation of 33 kV Udipur substation into 220kV capacity, remains a concern. ICRA Nepal 

also factors the relatively higher average consolidated project cost (NPR 220 million per MW) and increased debt financing 

which is expected to subdue the coverage indicators until the improvement in generation performance of the projects. The 
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ratings also remain impacted by stringent short supply penalty clauses in the PPA for the 4 MW project, which can impact 

the revenue profile in case of fluctuations in hydrology. The absence of a deemed generation clause in the PPA exposes the 

projects to high hydrological risks without receiving any compensation from NEA in case of adverse flow in the river. Further, 

the rating also take note of Interest rate volatility, natural calamities, and small scale of operation. Rating concerns along 

hydrological risks are further accentuated by the fact that both projects are being developed along the same river. 

 

Going forward, CHL’s ability to achieve the designed operating parameters, interest rate volatility and improve the financial 

metrices remains key rating sensitivity. 

 

Key rating drivers  
 

Credit strengths 
Commissioning of 4MW project – The upstream 4-MW project of CHL has come into operation from December 10, 2021, at 
a cost of ~NPR 877 million. The operation of 4-MW project along with the previously operational 2-MW project would 
increase the revenue stream and is likely to support the cashflows and consequently, improve the debt to OPBDITA1 and the 
debt coverage metrices.  
 
Alternative evacuation arrangement to temporarily ease the evacuation constraints – The evacuation constraints on 33kV 
Udipur sub-station due to over-crowding has been overcome after the CHL switched to an alternative 132kV Madhya 
Marshyangdi sub-station as grid connection point. As per the arrangement with the NEA, this arrangement will be valid until 
the Udipur substation is upgraded from 33 kV to 220kV Udipur sub-station is developed. However, the take-and-pay 
modality for energy generated from 4MW project until the development of required 220kV Udipur sub-station remains a 
downside. 
 
Low tariff and offtake risk with presence of long-term PPAs at predetermined tariffs and escalations – The tariff and offtake 
risks are low as the company has a fixed tariff-structured PPAs, along with a defined number of escalations for the projects 
with the NEA (the sole purchaser and distributor of electricity in Nepal) for its entire project capacity. The tariff rates as pre-
defined by the PPA for the wet season (mid-April to mid-December for the 2 MW project and June to November for the 4 
MW project) is NPR 4.8 per kWh and for the dry season at NPR 8.4 per kWh. The PPA also provides a 3% annual escalation 
clause in the tariffs for five and eight times for the 2MW and the 4MW project respectively. However, owing to the seven 
months delay than the RCOD, the 2MW project is eligible only for four escalations while the 4MW project will avail all eight 
tariff escalations, with the project being operational within six months after the RCOD. However, there is a provision of 10% 
reserve margin clause in the PPA of the 4MW project, which is subject to conditional offtake for five months (mid-June to 
mid-November) till FY2033. 
 

Credit challenges 
Increased project downtime resulting in weak operational performance– The operational performance of the projects 
declined in FY2021 and FY2022 due to increased downtime in project operation for extended periods. The 2MW project was 
shut down for almost three months towards the end of FY2022 due to factors such as transformer damage, flood and 
transmission line breakdown. The 2MW project generated ~79% of contract energy in FY2021 and ~69% in FY2022 as 
compared to ~99% generation in FY2020. Further, the 4MW project also remained halted for almost five months from July 
to November of 2022 till due to factors such as landslide damaging the evacuation structures and NEA directing the project 
shutdown amid the capacity overload at 33kV Udipur sub-station.  Owing to the weaker project generation as well as 
commencement of debt repayment after the commissioning of 4MW project, the coverage indicator remained weaker for 
FY2022 with interest coverage of 0.89 times and DSCR of 0.69 times (~1.81 times and 1.10 times respectively for FY2021, 
prior to the commencement of repayment of 4MW capex debt). Incremental debt coverage metrices will depend on the 
project generation. Any slack in generation could subdue the debt coverage indicators given the high debt burden and high 
interest rate environment.   
 
Relatively higher average project cost and low PLF – The 2 MW project was developed at a fairly high project cost of NPR 
443 million (NPR 221 million per MW) and 4MW project at NPR 877 million (NPR 219 million per MW); a consolidated 
average cost of NPR 220 million per MW. At the same time, a low contract energy PLF of around 60% for both the projects 

 
1 Operating profit before depreciation, interest, tax and amortization. 
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has capped the revenue potential for the projects amid the fixed tariff structures. Nonetheless, the PPA for newly 
commissioned 4 MW project has been concluded under 6-month dry energy modality the high levelized tariff of the 4MW 
project amid the six-six months dry-wet energy PPA modality with a higher dry energy (high tariff rates) composition of 30% 
and eight tariff escalations on the base rate could comfort the overall project return metrics.  
 
Small scale of operations and concentration risk – The projects being operated by CHL is of small scales (2MW and 4MW). 
Given the small scale of operation and low operating revenues, the project’s financial parameters remain less resilient to 
any shocks. Events such as interest rate volatility and natural calamities could deteriorate the company’s credit profile. 
 
High hydrological risks amid lack of deemed generation clause and stringent PPA terms - Lack of a deemed generation 
clause in the PPAs exposes the projects towards high hydrological risk in case of adverse river flow scenarios without 
receiving any compensation for such losses. Rating concerns are further accentuated by the fact that both projects are being 
developed along the same river.  
 
Hydrological risks are further increased as the PPA for the 4MW project has been done under the six-six months dry and wet 
energy modality, which requires supply of at least 30% energy in dry months. In case the project fails to supply the same, 
the supplied dry energy would be assumed to be 30% of the deemed annual energy and the additional energy supplied in 
the wet months would not be paid. Since the 4MW project is a low design discharge and high head project, slight fall in 
hydrology could impact generation considerably and create pressure on the debt coverage metrics. 
 
 
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  

Issuer Rating Methodology 

 

Link to previous rating rationale: 

Chhyangdi Hydropower Limited: [ICRANP-IR] BB assigned; Ratings upgraded to [ICRANP] LBB/A4+ – January 11, 2021 

Ratings downgraded and moved to ‘Issuer not cooperating’ category with notice for rating withdrawal – August 1, 2022 

 

About the company 

Incorporated in September 2007 as a private limited company and subsequently converted into public limited company in 

July 2014, Chhyangdi Hydropower Limited (CHL) has two operational hydropower projects – 2MW Chhandi Khola HPP and 

4MW upstream Upper Chhandi Khola Small HPP, located in Lamjung District, Gandaki Province, Nepal. The 2MW project 

was commissioned in March 2016 at a cost of NPR 443 million, financed by ~59% debt. The project is a run of the river (R-o-

R) type and has been developed at 40% probability of exceedance (Q40). The project is operating at an average of around 

82% of the contract energy in the last three years ending FY2022 which corresponds to an average PLF of ~50% as against 

the contract PLF of ~61%. Similarly, the 4MW project was commissioned in December 2021 at a cost of NPR 877 million, 

financed at a D:E ratio of 76:24. The project is a run of the river (R-o-R) type and has been developed at ~42% probability of 

exceedance (Q42). The project had a gross generation of 50% of contract energy (~20% of PLF) in 7MFY2022. 

 

The major promoters of CHL include Mr. Uday Kumar Piya (~6% stake), Mr. Amar Nath Shrestha (~4%), Mr. Rameshwor 

Thapa (~4%), Mr. Lal Bahadur Thapa (~2%), among others. The paid-up capital of the company as of mid-January 2023 was 

NPR 387 million increased from NPR 298 million as of mid-July 2021 following the 10:3 rights issue in FY2022. 

 

 

Key Financial Indicators  

Amount in NPR million 
Audited Provisional 

FY2018 FY2019 FY2020 FY2021 FY2022 

Operating Income (OI) 53 51 57 48 78 

OPBDITA/OI (%) 77% 82% 86% 74% 69% 

http://www.icranepal.com/
https://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
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf
https://www.icranepal.com/wp-content/uploads/2021/01/98.-Rationale_Chhyangdi-Hydropower_Fresh-Issuer-Rating-and-BLR-surveillance_Jan-2021.pdf
https://www.icranepal.com/wp-content/uploads/2022/08/A.31-Chhyangdi-Hydropower-Limited-Ratings-downgraded-and-moved-to-%E2%80%98Issuer-not-cooperating-category-with-notice-for-rating-withdrawal..pdf
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Amount in NPR million 
Audited Provisional 

FY2018 FY2019 FY2020 FY2021 FY2022 

Total debt/Tangible net worth (TNW; times) 0.90 1.39 2.11 2.81 2.13 

Total Outside Liability/TNW (times) 0.93 1.55 2.26 3.03 2.32 

Total Debt/OPBDITA (times) 6.07 9.31 12.69 24.04 15.10 

Interest coverage (times) 1.49 1.65 1.89 1.81 0.89 

DSCR (times) 1.55 1.65 1.90 1.10 0.69 

NWC/OI (%) 19% 205% 62% -23% -18% 
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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.  
 

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 
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 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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