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High Himalaya Hydro Construction Private Limited: Long term rating 

upgraded, short term rating reaffirmed  

December 18, 2023 
 

Summary of rating action 

Instrument* (NPR million) 
Last Rated 

Limits 

Current Rated 

Limits 
Rating action 

Long-term loans; fund based 278.09 278.09 [ICRANP] LB+; upgraded from [ICRANP] LC+ 

Short-term loans; fund based 626.94 626.94 
[ICRANP] A4; reaffirmed 

Short-term loans; non-fund based 2,307.56 2,307.56 

Total 3,212.59 3,212.59  

*Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has upgraded the long-term rating assigned to the bank limits of High Himalaya Hydro Construction Private 
Limited (3HC or the company) to [ICRANP] LB+ (pronounced ICRA NP L B plus) from [ICRANP] LC+ (pronounced ICRA NP 
L C plus) and has reaffirmed the company’s short-term rating at [ICRANP] A4 (pronounced ICRA NP A four). 

 

Rationale 
The rating upgradation factors in the rebound in the financial metrices including debt coverage indicators following the 

revenue growth and improved working capital cycle in FY2022 and FY2023. This, coupled with better credit structuring 

with lenders has improved the financial flexibility and debt servicing track record of the company in the recent period, 

which has been factored into the rating action. The company has churned its work-in-hand portfolio in favour of clients 

with relatively lower cashflow/liquidity issues, which is expected to sustain the improvement in 3HC’s working capital 

cycle going forward.  The ratings also continue to factor positively in 3HC’s long track record and promoter’s reputation 

in Nepalese construction sector, especially in hydropower segment. The ratings assigned also takes comfort from 3HC’s 

healthy order book position providing future revenue visibility and its improving revenue profile. 

 

Nonetheless, the ratings continue to be limited by high project execution risk of the company, given a sizeable portion 

(~50%) of the pending work running behind the original schedule.  Although these delays are mostly attributable to the 

employers who have extended the timeline, sustained delays none-the-less could accentuate non-performance-related 

risks. The ratings also remain constrained by concentrated order book of 3HC, with significant portion (>=80/85%) of the 

pending contracts (by value) accounted for by hydropower projects, albeit with some projects in the road and irrigation 

segments. The company also remains exposed to counterparty credit risk on its private sector projects. Moreover, with 

the public sector contracts, the company is also exposed to the regulatory risks and risk of delayed payment from 

employers as seen in the recent years.  This remains a concern as the company’s liquidity position remains stretched 

despite the easing of working capital intensity, partly because of the capex in FY2023. Steadily rising balance of advance 

to subcontractors/retention money in FY2022 and FY2023 also remains a drain to liquidity although partly cushioned by 

the creditors/customer advances. 

 

Going forward, the company’s ability to improve the liquidity profile commensurate to the growth in scale and 

profitability will remain a monitorable and a rating sensitivity.  

 

Key rating drivers  

Credit strengths 
Experienced promoters and long operational track record – With over a decade of experience in the Nepalese 

construction industry (particularly in hydropower construction), 3HC possess adequate operational track record. This 

coupled with adequate industry knowledge and long experience of the promoters in the construction industry remains a 

comfort.  
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Post-pandemic revenue growth driving improvement in financial metrices – 3HC’s operating income surpassed pre-

pandemic level in FY2023, maintaining the growth momentum that started from FY2022. Revenue improvement was 

partly aided by better recovery from debtors/work-in-progress in FY2023. With growth in revenue, company’s operating 

profit margins have also improved which remains a positive and has driven the improvement in company’s financial 

metrices (including debt coverage indicators) in recent years. Retention of profits have eased the gearing level for the 

company with total debt/ net worth of ~2x for FY2023 (vs 3.4x for FY2022). Similarly, the interest coverage and DSCR of 

the company has also improved to ~3x times and ~2x, respectively during FY2022 and FY2023. 

 

Adequate revenue visibility – The order book (OB) position of 3HC remains adequate as evident from proportionate 

unexecuted contract value worth ~NPR 6.9 billion as of Mid-July 2023. Healthy OB/OI (operating income) ratio of ~3.4 

times provides adequate revenue visibility over the medium term, despite a reduction in order book since last rating 

exercise. 3HC’s current order book remains dominated by single hydropower project. Therefore, the ability of the 

company to diversify its project portfolio going forward, will also remain essential for the long-term resilience of the 

revenue profile. 

 

Credit Challenges 
Sectoral concentration and project execution risk – 3HC’s order book remains highly concentrated (over 90%) towards 

hydropower construction exposing it to sectoral concentration risk. Although 3HC is among the major player in the 

hydropower segment, any change in the dynamics of the sector could have significant bearing on its future revenue 

potential. Moreover, sizeable proportion of the ongoing projects in the company’s orderbook are running behind their 

original schedule, which could lead to the non-performance related risk. However, majority of the delays are employer-

caused wherein timeline extensions have been/expected-to-be granted.    

 

Counterparty risk: delayed recovery could weaken liquidity – Despite the moderation in 3HCs dependence on private 

sector clientele, ~45% of the pending order book relates to private sector as of 5mFY2024. This exposes 3HC to 

counterparty risk. Even in the public sector projects, the pace of government expenditure in the recent years remains 

slow which could lead to the risk of delayed recovery against executed work, which could strain the company’s liquidity 

profile. The company’s liquidity position has not improved materially as the release of working capital has been 

consumed in capex in FY2023. Moreover, the steady rise in sub-contractor advance/retention money is also draining the 

liquidity profile which lowers the company’s ability to withstand liquidity shocks stemming from delayed recovery from 

debtors/work-in-progress. 

 

Regulatory risks and stiff competition – The company is also exposed to regulatory risk arising from frequent changes in 

Public Procurement Act and associated regulations. The construction sector in Nepal is very competitive, given the 

presence of a large number of players. Hence, the resultant uncertainty about future revenue inflows amid the bidding 

requirements for public projects also remains the rating concern. 

   

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

Links to applicable criteria:    

Rating Methodology for Construction Entities 

Link to last rating rationale: 

High Himalaya Hydro Construction P. L- Surveillance BLR Rationale 

 

  

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2022/04/ICRA-Nepal-Construction-Rating-Methodology-April-2022.pdf
https://www.icranepal.com/wp-content/uploads/2022/10/A.80-Rationale_High-Himalaya-Hydro-Construction-Pvt.-Ltd_BLR-Surv_Client-Copy.pdf
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About the company 
Incorporated in 2009, High Himalaya Hydro Construction Private Limited (3HC) is a ‘class-A contractor’ as per the 

classification of the Government of Nepal. The company offers design and civil construction services across different 

infrastructural sectors like road, bridges, tunnelling, building among others, and specializes in development of 

hydroelectricity projects. The company deals in both private and public contracts solely or through joint ventures. 

 

Major shareholders of the company include Mr. Kiran Malla (~60%) and Mr. Kadam K.C. (~17%). The company’s corporate 

office is in Manbhawan, Lalitpur. 

Key financial indicators  

 
FY2019   

(Audited) 

FY2020   

(Audited)  

FY2021   

(Audited) 

FY2022 

(Audited) 

FY2023  

(Provisional) 

Operating income-OI (sales in NPR million) 1,041 645 446 1,037 2,021 

OPBDITA/OI (%)   14.2% 17.9% 14.3% 19.8% 14.5% 

Total debt/Tangible net worth (TNW; times)  3.3 3.0 3.1 3.4 2.0 

Total outside liabilities/TNW (times) 9.6 8.6 8.3 9.7 5.5 

Total debt/OPBDITA (times)  2.8 3.4 7.9 3.3 2.5 

Interest coverage (times)  2.3 1.8 1.4 3.0 2.8 

DSCR (times) 1.2 1.0 1.6 2.1 2.1 

NWC/OI (%) 17% 42% 83% 44% 17% 

Current ratio 0.9 1.0 1.0 1.0 1.0 
Source: Company data  

 

Annexure-1: Instrument Details  

Instrument (NPR Million)  
Last Rated 

Amount  

Current Rated 

Amount  
Rating Action 

Long Term Limits    

Long term, Fund based (Term loan) 278.09 278.09 [ICRANP] LB+; upgraded from 

[ICRANP] LC+ Total long term, fund based (A) 278.09 278.09 

    

Short Term Limits    

Fund based (Demand loan/ Overdraft) 626.94 626.94 

[ICRANP] A4; reaffirmed. 

 

Non-fund based (LC/ Bank guarantee/ Credit 

Commitment) 

2,307.56 2,307.56 

Total short term, fund based/non-fund based (B) 2,934.50 2,934.50 

    

Grand total (A+B) 3,212.59 3,212.59  

 

Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4519910/20) 
sailesh@icranepal.com    
  

Ms. Neha Baral, (Tel No. +977-1-4519910/20) 
neha@icranepal.com    
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Relationship Contacts:   
Ms. Barsha Shrestha, (Tel No. +977-1-4519910/20) 
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 4519910/20 

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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