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Synergy Power Development Limited: Ratings reaffirmed 
 

March 07, 2023 

Summary of rating action 

Instrument *(NPR million) Previous Rated Amount Current Rated Amount Rating Action 

Issuer Rating NA NA [ICRANP-IR] BB+; reaffirmed 

Long-term loan: Fund based 793 648 [ICRANP] LBB+; reaffirmed 

Short-term loan: Fund based  57 30 [ICRANP] A4+; reaffirmed 

Total  850 678  
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has reaffirmed the issuer rating of [ICRANP-IR] BB+ (pronounced ICRA NP issuer rating double B plus) to Synergy 

Power Development Limited (SPDL/company). Issuers with this rating are considered to have moderate risk of default 

regarding timely servicing of financial obligations. The rating is only an opinion on the general creditworthiness of the rated 

entity and not specific to any debt instrument. 

 

ICRA Nepal has reaffirmed the company’s long-term rating at [ICRANP] LBB+ (pronounced ICRA NP L double B plus) for its 

long-term loans and also reaffirmed its short-term rating at [ICRANP] A4+ (pronounced ICRA NP A four plus) for its short-

term loans. 

 

Rationale  
The rating reaffirmation factors in the adequate operational track record of the company’s 9.7-MW Siprin Khola hydropower 

project (HPP) which is operating since January 2013. The company has repaid ~two-third of its project loans till mid-Jan 2023, 

which has resulted in reduced gearing levels (0.75x as at mid-Jan 2023). Gearing level is expected to decline further after 

the proposed rights issue and the company’s plans to utilize the proceeds for partial downsizing of loans (loans taken for 

investment in sister concern). The rating action also positively note the reduced evacuation constraints for the company’s 

project from August 2022 with the availability of dedicated1 33 kV transmission line (earlier evacuation through a shared 33 

kV transmission line) for evacuation of power to Nepal Electricity Authority’s Singati substation in Dolakha district. With the 

removal of evacuation constraint, the project has reported improved generation in recent months, sustainability of which 

remains to be seen. Sustained improvement in revenue is expected to support the profitability and debt coverage metrices 

going forward. The ratings also consider the experience of the promoters and the key management team in the related 

sector, which provides comfort to the project’s operational and maintenance aspects. The continued support of the current 

major promoters and management team would remain crucial in managing the affairs of the company in the days ahead 

Similarly, the ratings consider the low tariff risk and low offtake risk amid the already signed power purchase agreement 

(PPA) with the Nepal Electricity Authority (NEA) under a take-or-pay modality at pre-determined tariff rates and escalations 

(fully escalated since FY2022). Also, the increasing energy consumption in the nation as well as increasing prospects of cross 

border energy trade remains a positive for the overall sector. 

 

The ratings are constrained by the project’s overall weak generation efficiency (average of ~73% generation in the three 

years ending FY2022) owing from evacuation constraints during wet season and from weak hydrology during dry season 

that has supressed the revenue profile for the company so far. The longer-term impact of removal of evacuation constraint 

on the company’s revenue profile remains to be seen. The ratings are also constrained by the concentration of the 

company’s cash flows/revenue profile on a single project. The company’s financial profile therefore remains vulnerable to 

the project downtime that may occur from geological risks/natural calamities. The ratings also taken note of SPDL’s funding 

commitment2 and the corporate guarantee given towards the bank loans of its sister concern, Apex Makalu Hydropower 

Ltd. (rated at [ICRANP-IR] BB-), which is developing a 22-MW hydropower project. The requirement to provide equity and 

 
1 The company is solely using the line used by Upper Tamakoshi Hydropower Limited during construction period since August 2022. 
2 SPDL total equity commitment is ~NPR 443 million. SPDL has infused NPR 310 million till mid-Jan 2023 and plans to infuse NPR 103 
million out of proposed rights issue proceed and; rest through accruals and retentions.  

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2022/07/Rationale_Apex-Makalu-Hydropower-Ltd._Fresh-IR-BLR_July-2022_Final.pdf


 

www.icranepal.com                                                                                                                                        2 

other funding support (in case of cost overruns of the proposed 22MW project amid its early stage) to the new company 

could strain SPDL’s cash flows over the medium term. The ratings are also constrained by the absence of a deemed 

generation clause in the PPA, which exposes the project to increased hydrological risks without receiving any compensation 

from the NEA in case of any adverse flow in the river. This is further accentuated by the project’s weak hydrology especially 

during the dry seasons.  

 

Going forward, SPDL’s ability to achieve its designed operating parameters, timely raise fund from proposed rights issue and 
interest rate volatility in the market, would be the key drivers for determining the project’s return metrics and other 
coverage indicators for the company. 

 

 

Key rating drivers  

 

Credit strengths 
Adequate track record with satisfactory return and coverage indicators: The 9.7 MW project under SPDL has been 
operational since January 2013. The project has been developed at a relatively lower cost of NPR 150 million per MW, which 
remains better for the company’s return perspective amid fixed tariff and fixed-tariff escalations regime. The company had 
given 10.53% and 5% stock dividends respectively in in FY2020 and FY2021. Over the years the company has repaid ~two-
third of its project loans. This has reflected in gradual improvement in the return indicators, debt coverage ratios and 
capitalisation profile of the company.  
 
Experienced promoters with long track record in hydropower sector: The company’s board and senior management have 
prior experience and technical expertise in the hydropower/engineering sector. The promoters’ experience provides 
comfort from the perspective of operational and maintenance support to the company. The continued support of the major 
promoters/management team remains crucial in managing the affairs of the company in the days ahead. 
 

Low offtake and tariff risk due to long-term PPA with NEA: SPDL has a take-or-pay PPA with the NEA for its entire capacity 

at a pre-determined energy tariff. Owing to its adequate track record, tariff rates have been fully escalated from FY2021- 

FY2022 at NPR 5.08/unit for wet season and NPR 8.89/unit in dry season. A firm PPA with pre-defined tariff mitigates the 

tariff risk. Further, import of electricity from India, primarily during dry seasons and the country’s power demand growth 

driven by an increased coverage, increasing per capita consumption, and industrial demand are expected to ensure healthy 

offtake of the project’s energy generation over the foreseeable future. 

Credit challenges 
Weak operational performance; however, improved evacuation structures: The project is operational since January 2013 
and has been operating at a lower plant load factor (PLF) of 43% against contract PLF of 62%; generating an average of ~73% 
of contract energy in the last three years ending FY2022. The generation during dry months is subdued due to the hydrology 
issues while during the wet period is subdued due to overloading of transmission line. However, with the recent ease in 
evacuation structures from August 2022 (evacuating power through a dedicated transmission line) and availability of 
33/132kV Singati Substation (earlier through NEA’s 33-kV shared evacuation structures to Makaibari substation in Dolakha 
district resulting in frequent tripping), the generation is expected to improve going forward. Though improvement in 
generations is there post the dedicated line (with generations of up to 100% in August 2022; overall improvement of 7% in 
6mFY2023 vs. corresponding 6mFY2022), the sustained improvement over a longer time period is yet to be seen. 
 

Lack of deemed generation clause in PPA: Lack of a deemed generation clause in the PPA exposes the project to hydrology 
risk in case of any adverse river flow scenarios without receiving any compensation for such losses. The risk is further 
accentuated as the project’s hydrology is dependent on a perennial source that generally fluctuates, as indicated by the 
fluctuating generation of the project on a year-on-year basis.  
 
Funding commitment towards sister unit: SPDL currently has an equity capital commitment of ~NPR 443 million (40% of 
the overall equity requirement for the project) in its sister concern, Apex Makalu Hydropower Limited (AMHL), which is 
developing a 22-MW Mid Hongu A HPP at budgeted cost of NPR. 4,427 million. SPDL has already injected NPR 310 million 
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(~70% of its total equity commitment; 280 million through a new term loan and rest through project accruals) in AMHL as 
of mid-January 2023. The company plans to cover a major portion of its investment in sister concern (including repayment 
of term loan of NPR 280 million) through the rights proceeds and rest through future profit accruals.  Since the repayment 
on the NPR 280 million term loan has begun, any delay in collecting the rights can pressurise its debt repayment capacity 
liquidity with the ballooning repayment schedule. SPDL has also provided the corporate guarantee for the entire consortium 
bank loans, taken by AMHL, until settlement of the same. Given the early stages of the 22MW project, any significant cost 
overrun in the AMHL’s project could increase its equity requirement in the future, which could put pressure on the cash 
flows and reserves of SPDL  over the medium term.  
 
Exposed to project concentration risk, interest rate volatility and natural calamities: The company is exposed to 
concentration risk for its operational and financial parameters as it has only one operational project. Similarly, any disruption 
in the project due to natural calamities, along with interest rate volatility could also impact its revenue and liquidity profile. 
 
Link to the previous rating rationale: 

Rationale_Synergy Power Development Limited_Fresh BLR and Fresh Issuer Rating_March, 2022 

 
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  

Issuer Rating Methodology 

 

About the company   
Synergy Power Development Ltd. (SPDL) was established on January 12, 2007, as a private limited company and was 

converted into a public limited company on December 27, 2013. The company has been operating the 9.7-MW Siprin Khola 

HEP since January 16, 2013, which is an R-O-R type developed at 40% probability of exceedance (Q40) in Dolakha district, 

Bagmati province of Nepal. The project was developed at a cost of ~NPR 150 million per MW. The project had an average 

generation of ~73% in the last three years ending FY2022 and 76% in the first 6mFY2023.  
 

Prior to the company’s IPO, SPDL was promoted by 112 individual promoters holding 100% of the paid-up capital of NPR 420 

million. Post the IPO of NPR 280 million, the company’s paid-up capital reached NPR 700 million; and with bonus 

capitalisation (4.75% in FY2020 and 10% FY2021), the paid-up capital of the company in mid-January 2023 is ~NPR 807 

million. The shares of the company are listed on the stock exchange. The major shareholders include Ms. Rekha Kumari 

Sharma Adhikari (~5%), Mr. Bishnu Raj Adhikari (~4%), Mr. Surendra Bahadur Khadka (~3%) and Mr. Sudeep Khadka (~2%).  
 

The company is planning to issue 50% rights issue (~NPR 403 million) of the current paid-up capital of NPR 807 million, which 

it proposes to repay the existing term loan of NPR. 280 million (taken up for investment in a sister concern) and remaining 

as further investment in the Apex Makalu Hydropower Ltd. ([ICRANP-IR] BB-), which is developing a 22-MW Mid-Hongu 

Khola A HPP (in a nascent stage). 
 

Key Financial Indicators  

Indicators 
FY2018 FY2019 FY2020 FY2021 FY2022 

Audited Audited Audited Audited Audited 

Operating Income (OI; Revenues in NPR million) 202 192 236 202 207 

OPBDITA*/OI (%) 75% 78% 83% 79% 76% 

Gearing (Total Debt/Tangible Net Worth (TNW; times) 1.39 1.15 0.81 0.86 0.85 

Total Outside Liabilities/TNW (times) 1.42 1.19 0.83 0.88 0.88 

Total Debt/OPBDITA (times) 5.18 4.83 3.02 4.43 4.63 

Interest Coverage (times) 1.84 1.85 2.75 3.14 2.56 

DSCR (times) 1.18 1.05 1.04 1.31 1.11 

Net working capital/OI (%) 48% 60% 40% 52% 45% 

* Operating profit before depreciation, interest, taxes, and amortisation 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2022/03/149.-Rationale_Synergy-Power-Development-Limited_Fresh-BLR-and-Fresh-Issuer-Rating_March-07-2021.pdf
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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
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Annexure-1: Instrument details  

Instrument * (Amount in NPR million) Rated Amount  Rating Action 

Long-term loan limits (A) 648  

Fund-based; long-term loan* (old project & new project) 648 [ICRANP] LBB+; reaffirmed 
   

Short-term loan limits (B) 30  

Fund-based; short-term loan (working capital loan/overdraft) 30 [ICRANP] A4+; reaffirmed 

Total (A+B) 678  
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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   
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