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SALASUNGI POWER PRIVATE LIMITED 

September 2023 

 

Ratings 

Facilities Amount (NPR. Mn) Ratings Rating Action 

Long Term Bank Facilities 9,233.00 IRN BB Reaffirmed 

Short Term Bank Facilities 0.30 IRN A4 Reaffirmed 

Total 9,233.30   

Details of facilities are in Annexure 1 below 

 

Infomerics Credit Rating Nepal Limited (Infomerics Nepal) has reaffirmed the long term rating of IRN BB 

(Double B) to the long term bank facilities of NPR 9,233.00 Mn and IRN A4 (A Four) to the short term bank 

facilities of NPR 0.30 Mn. 

 

Detailed Rationale 

The reaffirmation to the ratings assigned to the bank facilities of Salasungi Power Private Limited (SPPL) 

continues to draw comfort from its experienced management team with strong institutional promoters, Power 

Purchase Agreement (PPA) covering the majority of the project's lifespan at predetermined rates, moderate 

counter party risk, financial closure achieved for the estimated project cost and improving market demand 

along with Government support for the power sector. These rating strengths, however, are constrained by the 

project implementation risk, power evacuation risk, and hydrology risk associated with run-of-the-river (RoR) 

power generation. Furthermore, the ratings also consider exposure to foreign exchange fluctuation risk, 

interest volatility risk and a significant time overrun in the project. Going forward, ability of the company to 

effectively manage foreign exchange fluctuation risk and ensure the timely completion of the project without 

any time or cost overruns will remain the key rating sensitivities. 

 

Detailed Description of Key Rating Drivers 

 

Key Rating Strengths 

 

Experienced management team with strong institutional promoters 

SPPL is promoted by M/s China Harbour Engineering Co. Ltd, China (CHEC). A subsidiary company of 

CHEC, M/s Wide Resources Ltd., China (Hong Kong), has invested in SPPL as a secured loan. CHEC boasts 

a global presence with over 90 branches (subsidiaries) and representative offices around the world, operating 

in more than 100 countries & regions, and undertaking numerous international projects. SPPL’s board 

comprises five members, chaired by Mr. Yun Liang. Mr. Liang brings over three decades of experiences, 

having held various management positions and gained exposure to multiple hydro power companies 

throughout his career. The other director, Mr. Bishnu Raj Adhikari, has over two decades of experience across 

various sectors, including power, education, travel and financial services. The board is further supported by 

other experienced team members. 

 

Power Purchase Agreement covering the majority of the project's lifespan, at predetermined rates 

In March 15, 2016; SPPL and NEA1 signed a long-term PPA for 78 MW of energy. The total 78 MW's 

contracted Plant Load Factor (PLF) is 62.71%. Tariff rate as per PPA for 78 MW is NPR 4.80 per kWh for 

                                                 
1 Nepal Electricity Authority is the sole entity involved in generation, transmission, distribution and trading of electricity in Nepal 
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wet season (Mid-April to Mid-December) and NPR 8.40 per kWh for dry season (Mid-December to Mid-

April) with 3% annual escalation on base tariff for 8 times. Required Commercial Operation Date (RCOD) of 

the project was July 31, 2023. The company has requested NEA for further extension of RCOD. 

 

Financial closure achieved for estimated project cost 

The total estimated cost of the project for 78 MW which increased to NPR 15,387 Mn (from NPR 13,190 Mn) 

to be funded in debt: equity ratio of 60:40 (i.e. NPR 9,233 Mn term loan and NPR 6,154 Mn equity). Project 

cost has increased due to depreciation of Nepalese currency as 80% of total project cost is linked to USD. 

SPPL has entered into consortium loan agreement on August 31, 2019 for NPR 9,233 Mn term loan. As on 

September 24, 2023, out of NPR 6,154 Mn of equity required for project, the promoter shareholders have 

already injected NPR 4,616.10 Mn (which include NPR 350 Mn paid up capital and NPR 4,266 Mn as 

promoters’ secured loan).   

 

Improving market demand with Government support for the power sector 

According to the NEA's Annual Report, the annual peak electricity demand during FY23 was 1,870 MW from 

1,748 MW during FY22. Additionally, the total energy demand for the time period was 8,850 GWh during 

FY21 which increased to 11,064 MW during FY22 which further increased to 12,369 MW during FY23 of 

which 1,833 GWh were imported from India and the remaining was generated domestically. The total export 

to India soared to 1,236.90 GWh in FY23(UA) against 493 GWh in FY22. With this the net import of 

electricity reduced to ~510 GWh representing ~4.12% of total electricity available. Further, NEA has earned 

~NPR 10.54 Bn from exporting electricity to India in FY23(UA). Hence, the prospects remain positive in 

view of improving generation, growing demand with scope of export. Also, GoN considers hydropower 

generation as priority sector and intends to maximize private sector participation in the generation of 

hydroelectricity by offering different exemptions and facilities. Individuals or entities commencing 

commercial operations, transmission, and distribution of electricity before Mid-April 2027 are eligible for a 

100% income-tax exemption for the first 10 years followed a 50% exemption for the next five years.   

 

Key Rating Weaknesses 

 

Project implementation risk and power evacuation risk 

As of May 28, 2023, the company has incurred ~34% of the total project cost. The overall physical progress 

of the project has reached ~59% as of August, 2023. The project implementation risk is moderated to some 

extent given the involvement of experienced contractors operating under an Engineering, Procurement and 

Construction (EPC) Model. As per the contract, the contract amount is fixed and any escalation for any reason 

are to borne by the contractor itself. Similarly, the power generated from the project is proposed to be 

evacuated through a 7.5 km long 132KV transmission line to the proposed Chilime Hub at Thambuchet in the 

Rasuwa district. From there, it will be integrated into the national grid through the Chilime-Trishuli 3B 220 

kV transmission line. Currently, the approval process for tree cutting and land use has commenced and is 

expected to be completed by September 2023. Given, the project is in its mid-stage of development, with 

expected completion in July 2024, the company continues to remain exposed to the risks associated with 

project implementation as well as power evacuation. 

 

Significant time overrun of the project 

As per the PPA, the initial Required Commercial Operation Date (RCOD) for the project was set for June 22, 

2020. However, this date was extended to June 21, 2021, through second amendment to the PPA, in response 

to the impact of Covid-19 on project construction. Subsequently, it was further extended to July 31, 2022 

through the third amendment to the PPA on June 23, 2022, to accommodate delays in the construction of the 

sub-station and transmission line. As per the fourth amendment, the company extended the RCOD to April 
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30, 2023 and this was further extended to July 31, 2023 through the fifth amendment to the PPA. The company 

is in process to apply for the further extension of the RCOD with NEA, and the expected COD is mid-August 

2024. The number of allowable escalations (eight) is contingent upon the actual COD. In the event of a delay 

in commissioning by more than six months from the RCOD, the company could potentially lose one tariff 

escalation. Additionally, each subsequent year of delay in COD might result in further tariff escalation losses. 

Furthermore, an extended COD could potentially limit the project's economic lifespan, given that its 

generation license remains valid only until Asadh 08, 2108. 

 

Hydrology risk associated with run-of-the-river (RoR) power generation 

RoR projects are directly exposed to risk associated with variation in discharge of water from the river. SPPL 

is utilizing discharge from tailrace of Sanjen Khola located at Rasuwa District, having catchment area of 179.0 

sq. kms. Further, the lack of a deemed generation clause in the PPA exposes the project to hydrology risk in 

case of adverse river flow scenarios without receiving any compensation for such losses. 

 

Foreign exchange fluctuation risk 

Approximately 80% of the project cost is linked to USD, exposing the company to the foreign exchange 

fluctuation risk. Despite the project being in an EPC model, the project cost has increased from NPR 13,190 

Mn to NPR 15,387 Mn primarily due to the depreciation of NPR against USD over the past few years. Notably, 

the company has not implemented any hedging arrangements to mitigate the risks. The ability of the company 

to effectively manage the foreign exchange fluctuation risks associated with its total project cost will be the 

key rating sensitivities. 

 

Analytical Approach: Standalone 

 

Applicable Criteria: 

Power Projects Rating Methodology 

 

About the Company: 

Salasungi Power Private Limited (SPPL) is a private limited company having corporate office located at 

Chappal Karkhana, Kathmandu. The company was earlier incorporated as a public limited company on 

December 11, 2009 and later converted to private limited company on January 12, 2020. The company has 

been set up to build, own and operate the Sanjen Khola HydroelectricProject (SKHP), a Run-Of-River (RoR) 

project, with a capacity of 78 MW. The project is located in Aamachhodingmo Rural Municipality of Rasuwa 

District. SKHP encompasses a catchment area of 179.0 km2, a design discharge of 9.30 m3/s at 40% PoE2, and 

a gross head of 1,015m. As of May 16, 2019; China Harbour Engineering Company Ltd. and Mr. Bishnu Raj 

Adhikari hold 92% and 8% stakes respectively.  

 

Annexure:1 Detail of Facilities: 

Name of Facilities Type of Facilities Amount (NPR Mn.) Ratings 

Fund Based Bank Facilities- Term Loan (TL) Long Term 9,233.00 IRN BB 

Non Fund Based Bank Facilities  Short Term 0.30 IRN A4 

Total Facilities  9,233.30  
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About Infomerics Credit Rating Nepal Limited: 

Infomerics Credit Rating Nepal Ltd. is Nepal’s third Credit Rating Agency licensed by the Securities Board 

of Nepal (SEBON) on March, 2022. Infomerics Nepal is a subsidiary of Infomerics Valuation and Rating 

Private Limited (Infomerics India) which is a SEBI registered and RBI accredited Credit Rating Agency 

licensed in 2015. Infomerics Nepal aims to provide investors with objective analysis and evaluation of credit 

worthiness of Banks, NBFCs, Large Corporates and Small and Medium Scale Units (SMUS) via its rating and 

grading services. Thus, it is playing a key role in serving the financial markets by reducing the information 

asymmetry among varied lenders and investors and facilitating borrowers/issuers to various fundraising 

opportunities/avenues. Infomerics observes and maintains ethical standards in its activities. For more 

information, visit https://infomericsnepal.com/ 
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Disclaimer: Ratings assigned by Infomerics Nepal are an opinion on the credit risk of the issue / issuer and not a recommendation 

to buy, hold or sell securities. Infomerics Nepal reserves the right to change, suspend or withdraw the credit ratings at any point in 

time. Ratings assigned by Infomerics Nepal are opinions on financial statements based on information provided by the management 

and information obtained from sources believed by it to be accurate and reliable. The credit quality ratings are not recommendations 

to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. We, however, do not guarantee 

the accuracy, adequacy or completeness of any information, which we accepted and presumed to be free from misstatement, whether 

due to error or fraud. We are not responsible for any errors or omissions or for the results obtained from the use of such information. 

Most entities whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the amount and type of bank 

facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating assigned by Infomerics 

Nepal is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of the firm at present. The rating 

may undergo change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor/ AOPs in addition 

to the financial performance and other relevant factors 
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