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Super Madi Hydropower Limited: Ratings upgraded to [ICRANP-IR] BB+ 

and [ICRANP] LBB+/A4+  
 

March 12, 2024 

 

Summary of rating action 

Instrument * 
(Amount in NPR million) 

Previous Rated 

Amount  
Current Rated 

Amount  
Rating Action 

Issuer Rating NA NA [ICRANP-IR] BB+; upgraded from [ICRANP-IR] BB 

Long-term loans 6,250 6,208 [ICRANP] LBB+; upgraded from [ICRANP] LBB 

Short-term loans (within I) (2,440) 392 [ICRANP] A4+; upgraded from [ICRANP] A4 

Total 6,250 6,600  
* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has upgraded the issuer rating assigned to Super Madi Hydropower Limited (SMHL/company) to [ICRANP-

IR] BB+ (pronounced ICRA NP Issuer Rating double B plus) from [ICRANP-IR] BB (pronounced ICRA NP Issuer Rating 

double B). Issuers with this rating are considered to have moderate risk of default regarding timely servicing of financial 

obligations. 

 

ICRA Nepal has also upgraded the long-term rating assigned to SMHL to [ICRANP] LBB+ (pronounced ICRA NP L double 

B plus) from [ICRANP] LBB (pronounced ICRA NP L double B) and short-term loan rating to [ICRANP] A4+ (pronounced 

ICRA NP A four plus) from [ICRANP] A4 (pronounced ICRA NP A four). 

 

 

Rationale  
The ratings upgradation factors the commencement of commercial operation of the 44 MW Super Madi hydropower 

project (HPP) from 10th April 20231, eliminating the project execution risk. The rating action also factors in good 

generation performance of the project, albeit over a limited period, generating ~93% of contract energy in Q4FY2023 

and ~99% of contract energy till 7MFY2024. The ratings also take comfort from the long-term power purchase 

agreement (PPA) with Nepal Electricity Authority (NEA) at predetermined tariffs and annual tariff escalations and the 

project’s eligibility for all eight annual tariff escalations under the PPA; which supports the long-term revenue outlook.  

Similarly, the rating also positively factors in low evacuation risk for the project given the presence of NEA’s operational 

Lekhnath substation in Kaski (grid connection point).   

 

Nonetheless, the ratings remain constrained by limited operational track record of the project. As the company’s 

revenue is concentrated on the single project, its sustained generational efficiency will have a direct impact on the 

project’s financial metrices and liquidity and will therefore remain a key rating sensitivity. The financial profile of the 

company will also remain vulnerable to the project downtime that may occur from geological risk/natural calamities, 

especially during its nascent stages of operation when the liquidity cushion with the company and debt service reserve 

account (DSRA) with the lender banks are low. This coupled with relatively shorter debt repayment tenure (10 years Vs. 

12 years in most of the HPPs) and its future cash dividend policy could also stretch its liquidity; necessitating promoters’ 

support/bankers’ support during the period of weak/disrupted revenues. ICRA Nepal also takes note of the ongoing 

negotiation regarding advances given to one of the contractors, the finalization of which would have a bearing on the 

project cost (NPR 206 million/MW including such advances as at mid-Jan 2024). Furthermore, the hydrology risks arising 

from changing climatic conditions (including variation in monsoon precipitation) also continue to remain among the 

rating concerns.  

 

 
1 As against the required COD (RCOD) of November 22, 2022. 
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Going forward, SMHL’s ability to operate as per the designed parameters, manage  borrowing cost and maintain 

adequate liquidity buffer to cushion any shock arising from potential project downtime would be the key rating 

sensitivities. 

 
 

Key rating drivers  
 

Credit strengths 
Good power generation – The project, which is in commercial operation since April 10, 2023, was able to generate 
~93% of the contract energy during Q4FY2023 and 99% till 7MFY2024. Healthy generation performance following the 
commissioning offers comfort to the future financial profile of the company, despite the limited operational track 
record. Its ability to continue/improve the current generation levels will remain essential for the longer term 
improvement in operational, financial and credit profile of the company.  
  
Low evacuation risk – The power generated from the project is being evacuated through the NEA’s operational 
Lekhnath substation. The company is evacuating power via a ~8km long, 132kV transmission line from its powerhouse 
to the switchyard of 25MW Upper Madi HPP (under Madi Power Private Limited) and, thereafter, combinedly via a ~10 
km long 132kV double circuit common transmission line structures to NEA’s Lekhnath substation. SMHL paid a wheeling 
charge (one-time capital cost) to Madi Power Private Limited as a consideration for sharing the latter’s TL structures. 
 
Low tariff low tariff and off-take risks – The tariff and offtake risks for the project are low given the PPA with NEA at 
pre-determined tariffs and escalations for its entire project capacity. The pre-defined base tariff rates are NPR 4.8 per 
kWh for the wet season (mid-April to mid-December) and NPR 8.4 per kWh for the dry season (mid-December to mid-
April) with a 3% annual escalation on the base tariffs for eight consecutive years. Though the project commissioning 
was delayed by around five months vis-à-vis its RCOD leading to a late COD penalty, the project did not lose any tariff 
escalation as the delay period was within six months as stipulated in the PPA.   
 

Credit challenges 
Relatively higher project cost – Although the project is operational since April 2023, SMHL is yet to resolve the advance 
given to one of the contractors, which is currently under negotiation. The resolution of the same will have a bearing on 
the project cost with concomitant impact on return indicators and coverage ratios of the company given the fixed tariff 
and escalation regime (that does not compensate for higher project cost). The total capitalized gross block including 
the advance (~NPR 1 billion as of mid-January 2024) would be ~NPR 9 billion (~NPR 206 million/MW), which remains 
relatively higher than the previous management estimate.  
  
Single project dependency, climactic and hydrology risk – The company’s revenue is dependent on the single project. 
Given the project nature and terrain, the risk of flood, landslide, etc. also remain high. Therefore, its financial and 
liquidity profiles along with its debt repayment capacity remain exposed to any project downtime arising from natural 
calamities, among others. The generational efficiencies of the project would remain exposed to hydrological risks which 
in turn remain dependent on climatic factors (including monsoon fluctuations among others). The ability of the 
company to hedge against such events will remain essential to ensure debt servicing and long-term financial 
sustainability. Though the generational record shows good hydrology, its sustainability over a longer period remains to 
be seen. 
 
Interest rate risk and shorter repayment tenure – Given the freshly incurred capex, high debt burden and relatively 
fixed revenue potential, the company’s profitability will remain dependent on interest rate volatility. At the same time, 
shorter debt repayment tenure is also likely to expose the project to liquidity pressure in the early years.  
 
Link to previous rating rationale: 

Rationale_Super Madi Hydropower Limited_IR & BLR Surveillance_Dec-2022 

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

Issuer Rating Methodology 

Corporate Credit Rating Methodology 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2023/01/A.165-Super-Madi-Hydropower-Ltd..pdf
https://www.icranepal.com/wp-content/uploads/2019/11/IssuerRatingMethodology15042019.pdf
https://www.icranepal.com/wp-content/uploads/2019/11/CorporateCreditRatingMethodology08292018.pdf
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About the company   
Super Madi Hydro Limited (SMHL), incorporated in December 5,2008 as a private limited company and later converted 

to public limited company, has a paid-up capital of the company is ~NPR 2,100 million as at mid-January 2024, which is 

85% promoter held with 15% floated to general public through IPO in early 2023.   

 

The company is operating a 44 MW Super Madi Hydropower Project in Kaski District, Gandaki Province of Nepal. The 

project is a 40.96% probability of exceedance (Q40.96) run of the river (R-o-R) type. The COD of the project was ~10th 

April 2023 which was ~5 months later than the RCOD of ~17th November 2022. The project generated ~93% of the 

contract energy in Q4FY2023 and ~99% till 7MFY2024. The total capitalized gross block was NPR 8,088 million at the 

end of COD year. Including the advances to contractor (currently under negotiation), the total project cost is estimated 

to be ~NPR 9 billion (NPR 206 million/MW).  

 

Key Financial Indicators 

Particulars (Amount in NPR million) 3MFY2023 6MFY2024 

Operating Income (OI) 338 717 

OPBDITA/OI (%) 92% 93% 

Total debt/ Total Net Worth (TNW; times) 3.10 2.97 

Total Outside Liability / TNW (times) 3.38 3.19 

Total Debt/ OPBDITA (times) 7.20 4.97 

Interest Coverage (times) 1.57 1.73 

DSCR (times) 1.68 1.61 

NWC/OI (%) 74% 69% 
*Audited till FY2023 and provisional for Q2FY2024. 

 

Annexure-1: Instrument details  

Instrument (Amount in NPR Million) 
Last Rated 

Amount 

Current Rated 

Amount 
Rating Action 

Long-term Loan (A) 6,250 6,208  

Fund-based limits (Term loan) 6,250 6,208 
[ICRANP] LBB+; upgraded from 
[ICRANP] LBB 

    

Short-term loan (B) (2,440) 392  

Fund-based limits (working capital loans and 
bridge gap loan) 

- 392 [ICRANP] A4+; upgraded from 
[ICRANP] A4 

 
Fund-based limits (Bridge Gap loan; within TL) (700) (700) 

Non-fund-based limits (LC & BG; within TL) (1,740) (1,740) 

Total (A+B) 6,250 6,600  
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Mr. Sailesh Subedi (Tel No. +977-1-4519910/20)  
sailesh@icranepal.com   
 
Mr. Purushottam Sedhai (Tel No. +977-1-4519910/20)  
purushottam@icranepal.com    
 
Mr. Shahil Shrestha (Tel No. +977-1-4519910/20)  
shahil.shrestha@icranepal.com    
 

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, 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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