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CHHYANGDI HYDROPOWER LIMITED.

Recommendation: Buy

SECTOR: HYDROPOWER

Overview of the Company

Issue Details

Chhyangdi Hydropower Private Limited was incorporated
as a private limited on September 2, 2007 and later
converted into the public company as Chhyangdi
Hydropower Limited on July 14, 2014. The company’s
hydropower project is in Bansar and Phaleni VDCs of
Lamjung district. Its registered office is located at
SamataMargh, Gairidhara, and Kathmandu.

Issue Size
Price per Share
Issue Open Date
Issue Close Date
Issue to Staff
Issue to Mutual Funds
Issue to General Public
Issue Manager

Projects
The company currently has two projects. One of them is
operational and the other one is under construction. Both
projects are located at Bansar and Faleni VDCs of
Lamjung.
1.ChhandiKhola Small Hydropower Project
The 2MW project commenced its commercial operation
on Chaitra 13, 2072. The commercial operation of the
project was delayed for 7 months due to 2015 earthquake
and subsequent blockade. During first 10 months of
operation, the project generated only 83% of the contract
energy leading to sizeable revenue loss.
2. Upper ChhandiKhola Small Hydropower project
The feasibility study of 4MW project was completed in
August 2016. The company has applied to NEA for grid
connection. Power generation license and PPA with NEA
are likely to be concluded soon after grid connection
agreement.
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Collection Centers
Min. Application (Kitta)
Max. Application (Kitta)
ICRA Rating

540,000
100
14-02-2074
18-02-2074
10,800
27,000
502,200
Global IME
Capital
Limited
Various
50
2,700
IPO Grade 4+

Project Details
Run of River
Type of Project
Lamjung
Location
Operational
Status
2 MW
Installed Capacity
186.35 m
Gross Head
Commercial operation date 2072/12/13
Project Details
Run of River
Type of Project
Lamjung
Location
Under Construction
Status
4 MW
Installed Capacity
732.67m
Gross Head
Mid-2019
Expected COD
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Purpose of IPO Proceeds
Out of total IPO proceeds of NPR 81 million, 21 million
is planned to be utilized towards repayment of short term
loans and the balance will be infused as equity towards
the development of Upper ChhandiKhola Small
Hydropower project.

Utilization of IPO Proceed (‘000)
Amount
Particulars
81,000
Total IPO Proceeds
60,000
Equity for Upper Chhandikhola
21,000
Payment of Short Term Loans
*source ICRA report

PPA Status and Rate
The company has already concluded PPA agreement with
NEA for the bulk purchase of electricity on Chaitra 13,
2069 (1.7 MW) and Baishakh 02, 2072(0.3 MW)
produced from ChhandiKhola Small Hydropower Project.
The PPA of Upper Chhandikhola Small Hydropower
Project is yet to be concluded.

PPA Rate(Rs.Per Unit)
Rainy Season
Dry Season

4.8
8.4

The PPA rate of ChhandiKhola Hydropower is presented in the table at the right. Rainy season includes
Baishakh, Jestha, Ashad, Shrawan, Bhadra, Ashoj, Kartik, and Mangsir months while dry season
includes Poush, Magh, Falgun, Chaitra months.
The PPA rate will be hiked by 3% each year for 5 times after completion of one year of commercial
production. The rate for any excess electricity generated shall be 50% of above mentioned rate. The PPA of
Upper Chhadikhola Small Hydropower Project is likely to be concluded in the same rate mentioned above.

Distribution Plan
The company has planned to distribute 5% dividend in
the FY 2074/75 and 10% in FY 2075/76. The company
will issue right share in the ratio 10:4 in FY 2075/76

Future plans and strategies

Dividend
Right

Distribution Plan
2073/74 2074/75
5%
40%

2075/76
10%
-

1) To be established as a leading company in hydropower development of Nepal and producing
maximum electricity by maximum utilization of water resources and selling it to Nepal Electricity
Authority.
2) The company has already completed the construction of 2MW Chhandikhola Small Hydroelectricity
project. The company has been selling the produced electricity to NEA since Chaitra 13, 2072
through national grid.
3) The company is developing 4 MW Upper Chhandikhola Small Hydroelectricity project. The
feasibility study of the project has been completed. The company has applied to NEA for grid
connection and PPA.
4) In order to fulfill its objective, the company has planned to develop other hydroelectricity projects
that are commercially feasible
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Board of Directors
The board of directors of Chhyangdi Hydropower Limited
consists of 7 directors. Out of seven, four directors are from
promoter group and two are from public shareholders. The
board consists of one independent director.
1. Captain RameshworThapa, Chairman
Intermediate, Pilot,Holdings: 100,000Kitta
Mr. Thapa is well renowned personality in Nepal. He is
the Chairman and MD of Annapurna Post Pvt. Limited
and Executive Chairman of Simirik Air. He also holds
top level position on other aviation companies.
2. Mr. Amarnath Shrestha, Director
Bachelor, Humanities, Holdings 105,000
Mr. Shrestha is the chairman of Auto gallery Pvt. Ltd.
and Employment Link Pvt. Ltd.
3. Mr. Rajendra Bahadur Singh, Director
Masters (Management), Bachelor (Engineering)
Holdings: 25,500Kitta
Mr. Sing is Managing Director of Simrik Air. He is
also the Chairman of Media Space Solution Pvt. Ltd.
and Director of Nepal News Network Pvt. Ltd.

Capital Structure(‘000)
Existing
Post Issue
500,000
Authorized 500,000
270,000
270,000
Issued
216,000
270,000
Paid-up
Shareholding Structure (%)
27,000
81,000
Public
(12.5%)*
(30%)
189,000
189,000
Promoter
(87.5%)
(70%)
*shares held by project affected public

Key Fundamentals
18,900,000
Paid up Capital
3,375,500
Reserve and
Surplus
101.78
BV Per Share
Earnings Per Share 3.66
256,000,000
Long Term Loan
1.33
Debt Equity Ratio
* figures based on F.Y 2073/74 Q2 (pre-issue) FS

Adjusted Figures (Post Issue)
Adjusted BVPS 101.25
2.56
Adjusted EPS

4. Mr. Uday Kumar Piya, Director
Self- Study, Holdings: 165,000Kitta
Mr. Piya has the experience of working as member of BOD and promoter of Kanya School and
Birendra Campus, Narayanghad.
5. Mr. Ashok Budhathoki, Director
Bachelor in Mgmt& Humanities, Holdings: 24,000 Kitta
Mr. Budhathoki is working as Chief Operating Officer in Sagarmatha Finance. He also worked for
Capital Merhant Banking and Finance and Nepal Finance for 3 years and 8 years respectively
6. Mr. Mandil Pradhan, Director
Bachelor in Humanities, Holdings: 70,000Kitta
Mr Pradhan has been working as Managing Director in Himalayan Riders Pvt. Ltd. from past four
years.
7. Mr. LalBahadurThapa, Director
Bachelor in Management, Holdings: 50,000Kitta
Mr. Thapa is Promoter-Director of Auto Gallery Pvt. Ltd. He also has more than 12 years of
experience in tourism sector.
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General Introduction to Balance Sheet Figures
The existing capital of the company is Rs. 18.9
crore. After the IPO, the capital will reach to 27
crore including shares held by project affected
people. The company has planned to issue 40%
right share in FY 2074/75. As the commercial
operation of its 2MW project began from the last
quarter of FY 2072/73, the company reported a
negative reserve in FY 2072/73. The company
has projected a positive reserve of 1.2 crore in FY
2073/74 and a growth of 20% in FY 2074/75. The
reserve of the company is projected to decrease in
FY 2075/76 due to distribution of dividend.
Currently, the company has used more than 25
crore in debt financing. The long term debt and
total assets of the company is projected to grow
at 45.5% and 36.6% CAGR respectively. The
company seems to use heavy debt financing in
order to finance their project.
Comparison with Industry Figures








The company has higher financial leverage
compared to industry average of 0.76
times.
The company’s current ratio is well below
the industry average of 2.87 times
indicating unfavorable liquidity.
The company’s net worth per share is
below
the industry average of 128.17.
The EPS of the company is negative for
FY 2072/73 as the company’s 2 MW
project started its commercial operation
from mid of Chaitra of the FY.

Excerpts from Balance Sheet (NRs.’000)
Audited
Projected
2072/73
2073/74 2074/75
2075/76
Share
189,000
270,000 378,000
378,000
Capital
Reserve
Long Term
Loan
Net Worth
Total
Assets

11,630 14,037
251,499 611,999

2,728
798,748

185,452
484,927

281,630 392,037
380,728
541,833 1,017,122 1,238,621

Comparision with Industry Average
Industry
CHL
Average
Market Cap*(‘000) 26,344,800
40.03
P/E
3.96
P/B
3.17%
3.60%
ROE
2.77%
1.44%
ROA
13.33
3.66
EPS(Rs.)
127.67
101.78
BVPS
52%
10.75%
Net Profit Margin
0.88
Beta
1.33
Debt Equity Ratio 0.72
* figures based on F.Y 2073/74 Q2 (pre-issue) FS

Ratios

Debt to
Equity
Current
Ratio
Net Worth
per share

EPS(Rs.)
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(3,548)
259,500

Audited
2072/73
1.40

Projected
2074/75
2075/76
1.56
2.09

2073/74
0.89

0.42

3.43

7.32

1.25

98.12

104.31

103.71

100.72

(1.88)

5.62

4.21

7.01
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General Introduction to Income Statement
As the company started its commercial operation
Excerpts from Income Statement (NRs. ‘000)
from the last quarter of FY 2072/73, the income
Audited
Projected
from sale of electricity is very low for the year.
2072/73 2073/74 2074/75 2075/76
The income of sale of electricity is projected to Income From 10,432
59,693
61,482 112,525
increase at the rate of 37.29% CAGR from FY Sale of
2073/74. The company suffered loss during its Electricity
first year of operation, where it operated for only
7,246
22,477
21,678
45,697
Interest
about 4 months. The net profit of the company is
Expenses
projected to increase at the rate of 32.11%
2,651
835
701
559
CAGR. The company has projected its Depreciation
Expenses
depreciation expenses to gradually decrease from
(3,548) 15,178
15,907
26,491
fiscal year 2073/74. With the increase of long Net Profit
term debt, the interest expense of the company is also projected to increase at the rate of 42% CAGR from
FY 2073/74.
Comparison with Industry Figures







Ratios

The net profit margin of the company is
Audited
Projected
negative for the FY 2072/73. The
2072/73 2073/74 2074/75 2075/76
industry average for the same year is Net Profit Margin
-34%
25.42% 25.87% 23.54%
74%.
0.51
2.45
2.33
2.69
Interest Coverage
Due to low income from sale of ratio
electricity during first year of operation, Return on Equity
-2%
5%
4%
7%
the interest coverage ratio of the Return on Total
-1%
3%
2%
2%
Assets
company is just 0.51 which is below the
industry average of 3.14. The interest coverage ratio in the second quarter of FY 2073/74 has
increased to 1.56 but is still below the industry average of 4.72 for the same period.
The return on asset is negative for the FY 2072/73. The industry average for the same FY is 4%.
The return on equity is negative for the FY 2072/73. The industry average for the same FY is 3.17%.
ROA and ROE are negative due to low income from sale of electricity during first year of operation.

The financial indicators of Chhyangdi Hydropower seems to be unfavorable compared to industry because
the 2MW project came into operation only from mid of Chaitra,2072 generating low revenue for the fiscal
year and its 4MW project is in preliminary phase. Also, the industry average is dominated by big companies
like CHCL, BPCL, and SHPC whose projects are fully operational and generating revenues. If we exclude
these companies and compare Chhyangdi with other small hydropower companies, the financial of
Chhyangdi Hydorpower seem to be promising. Excluding these bigger companies for computing industry
average for second quarter of FY 2073/74 the book value of Chhyangdi Hydropower is above industry
average and EPS of Chhyangdi is around industry average. According to FY 2073/74 2nd quarter report the
company, it has already earned Rs. 3.1 crore from sale of electricity which is 52% of its projected sale for
the same FY. The company has reported net profit of 69 lakhs and reserve of 33 lakhs. From this we can
expect the company to maintain healthy fundamentals as projected and maintain an attractive price in the
market.
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Valuation of Company
We have valued the company using the Relative valuation approach.
Relative Valuation Model: The model helps to
PE Valuation
judge whether a particular stocks is overvalued,
Industry P/E EPS
Value of Shares
undervalued or fairly valued in terms of
measures like earnings, book value, cash flow,
40.03
5.62
225
2073/74
sales per shares by comparing the industry
4.21
168
2074/75
40.03
multiples. We can also compute the intrinsic
7.01
280
2075/76
40.03
value of the shares of the company once it
PB Valuation
comes in the secondary market by using the
Industry P/B
BVPS
Value of Shares
industry multiples. Here, we have considered
3.96
104.31
413
2073/74
only the P/E and P/B based multiples, as we
103.71
411
2074/75
3.96
lack the data for the P/CF and P/S ratio.
100.72
399
2075/76
3.96
The rationale for using P/E ratio in valuation is
that the earning power, as measured by the *Industry PE and PB is assumed to be same
*Industry PE and PB of 73/74 is calculated based on 72/73 Q2 report and price
EPS, is the primary determinant of investment as of 23rd May
value.
*Recently listed HP companies AKPL, KKHC, DHPL and SPDL are not taken
Looking the above table and assuming the P/E into consideration while calculating industry average PE and PB
model is appropriate and the EPS of the company at the FY end comes true, the share price of the company
seems to increase. The value of share looks to fall slightly during FY 74/75 due to increase in paid-up
capital of the company.
P/B multiple can typically be used when P/E is not possible. Using this multiple, the share price of the
company is expected to float Rs.330 around during the projected period. This multiples shows
comparatively lower value than the P/E multiples because book value is the cumulative amount that is
usually positive and more stable and higher than EPS.
Guideline Public Company Methods: The value is based on the multiples of comparables public
companies, where multiples are adjusted to reflect differences in the relative risk and growth prospects.
We assume the following:
 Discount for lack of control – Nil;
since the company is a public
company.
 Discount for lack of marketability –
Nil; since the issue will be publicly
listed in index.
 Discount for risk – Nil; since the issue
is IPO and issued at par hence it is
considered riskless

EBITDA
Multiplier
Enterprise
Value
Market
Value(MV)
Per Share
MV(Rs.)

GPCM Valuation (‘000)
73/74
74/75
46763.66
46574.88
29.53 times
1380919.17
1375344.54

2808335.88

1130287.22

764414.08

2010798.13

419

202

532

75/76
95101.92

*The industry average is computed based on the market price as on 23rdMay
2017 and available financials for 2nd quarter of 2073/74.
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Strengths-Weaknesses-Opportunities-Threats (SWOT) Analysis
STENGTHS

WEAKNESSES

 Experienced promoters: The promoters have
experience in commissioning of the 2MW
project.

 Implementation Risk: The proposed project is in
early stages of development exposing the project
to typical implementation risks such as increase
in time and cost estimates.

 Low power evacuation risk:The presence of
transmission line, developed for the
operational project reduces the risk.

 Other risks: Off take risk, tariff risk and funding
risk also remains high for the proposed project as
the company is yet to conclude the power
purchase agreement and finalize the funding
source.

 New Project: Under construction 4 MW Upper
Chhandikhola HP project will add revenue in
future.

 Credit risk: Counter party credit risks arising out
of exposure to Nepal Electricity Authority (NEA)
for the energy supplied also remains a concern;
although partly mitigated by the sovereign
support of Nepal Government to the NEA.

THREATS

OPPORTUNITIES
 Untapped Market: One fourth of the
population still lacks access to electricity in
Nepal, indicating that there is a solid market for
electricity in Nepal.
 Export Market: Potential export market of
electricity to India and Bangladesh.
 Government Program: The government of
Nepal has implemented Electricity for all
Households, Share for All People (GharGhar
Ma Bijuli Jan Janma Share) program from
fiscal year 2016/17.
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 Natural Calamities: The chances of natural
calamities like flood, landslide, and earthquake
cannot be ruled out.
 Lack of transmission line: Government not been
able to able to construct transmission line to cater
private developers.
 Local problems: The developers often face
resistance from local people, resettlement
problem and issues for big reservoir project.
 License Capturing: Due to tendency of capturing
development license by influential people true
developers are deprived from development of
projects.
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Performance of previously listed Hydropower companies
We have shown below the performance of three Hydropower companies which are listed in the NEPSE
Index in the recent times.
Ticker

Trade
Open Date

Listing
Price

LTP

Diff.

Capital
Gain (%)

Time

52 Weeks
High

52 Weeks
Low

SPDL
AKPL
DHPL

03/02/2074
03/01/2074
02/12/2073

180
297
348

338
468
229

158
171
(119)

87.78
57.58
(34.19)

10 Days
1 month
2 month

387
503
348

237
297
214

As shown by above table, the hydropower stock has the tendency to rise sharply after it is listed for trading,
and it starts plummeting once it gains certain height. The current book value of Chhyangdi Hydropower
Limited is Rs. 98 hence, expected listed price to be in between the current book value Rs. 98 to 3 times this
figure, which amounts to Rs. 294. For analyzing the price tendency of CHL, we have considered three
previously listed companies to determine the stock price once it gets listed and the price trends are expected
to be in a similar trend. If the investors are willing to sell their shares, selling them immediately after the
listing can result a good short term profit.

Tentative allotment schedule
We have detailed the allotment
modules of IPO (to general public)
issued in a recent time of two
Hydropower companies below:
The IPO of AKPL and SPDL was
oversubscribed by 45 times and 35
times respectively. Of the total
165,852 applicants for AKPL shares,
only 119,433 investors got the shares.
While, only 71,489 applicants got the
shares
of
SPDL
out
of
101,655applicants.
Observing the allotment modules as
presented and the recent news and
events, we have made a tentative
allotment
of
the
IPO
of
MahuliSamudayikLaghubittaBittiyaSa
nstha Ltd.
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Issue Units
Staff
Mutual Fund
Public

AKPL

SPDL

3,000,000
90,000
150,000
2,760,000

2,100,000
63,000
105,000
1,932,000

Retail
Others
1,104,000 1,656,000
Total Issue
41,330,000 83,934,160
Total Application
37
51
Oversubscribed by

Retail
772,800
25,352,570
33

Others
1,159,200
39,534,340
34

Allotment
AKPL
Kitta Applied
50-360
360-500
>500

Allotment
Lottery
2.67%
1.97%

Kitta
Applied
50-310
320-500
>500

SPDL
Allotment
Lottery
3.04%
2.93%
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Analyzing the IPO subscription trend of
ArunKabeli Power Limited (AKPL) and
Synergy Power Development Limited
(SPDL), using the weighted average
method,
Chhyangdi
Hydropower
Company Limited IPO is expected to be
oversubscribed by 40 times. From our
calculations, retail side is likely to be
oversubscribed by 36 times while the
institutional side is expected to be
oversubscribed by 44 times.
Investors who apply for 50-350 units are
likely to be allotted through lottery basis,
investors applying for 360 to 500 have
chances of getting 2.78%, and investors
applying for more than 500 words are
expected to get 2.27%.

Issue Units
Staff
Mutual Fund
Public

Total Issue
Total
Application
Oversubscribed
by

Chhyangdi HP Limited
540,000
10,800
27,000
502,200
Retail
200,880
7231680

Others
301,320
13258080

36

44

Tentative Allotment
Kitta Applied
50-350
360-500
>500

Allotment
Lottery
2.78%
2.27%

Technical Analysis
Hydropower sector: Recovering Gradually

Monthly Chart (HeikenAshi)
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The unstoppable hydropower boom that started in April 2012 lasted for two years. During the initial phase
of 2012, hydropower sub index resided around 500 levels after which it went up in a nonstop fashion and
ended up at 3019 in mid 2014. It is an increment of 503% just in a matter of two years. After the wild uphill
roller coaster ride, the excitement came to an end. Almost 3 years have already passed since the hydropower
made the all time high during mind 2014.
In the last three months hydro sector witnessed impressive recovery, this sector rose from 1500 to 2183 in
two months. However, this sector failed to stabilize above 2100 levels. The 21-month and 50-month moving
averages have not confirmed bullish move yet. ADX does not indicate impressive trend as it is trending
lower. Recent downward momentum in ATR indicates decreased volatility compared to past months.
Stochastic oscillator indicates that momentum is gaining on the upside.
In the near term, it is crucial for the hydro sector to cross above 2183 to continue the uptrend. Any move
below 1911 will encourage massive selling pressure.
Recommendation: Buy
The IPO of Chhyangdi Hydropower Company Limited is recommended to apply as the future prospects
seem promising. Since 4 MW project is yet to come into operation, the business is likely to grow after the
full phase operation. Income in the FY 72/73 was reported lower as the 2 MW project was launched in the
ending period of the fiscal year. Due to the same reason the financial performance are below the industry
performance. Nevertheless, the forecasted financials are satisfactory and the company is expected to grow in
the future. This company is also looking forward for feasible investments opportunities which have the
potential to generate good returns. All three valuation method adopted hints the comparatively higher value
in the future which are likely to meet the wealth maximization objectives of the investors.

Disclaimer: All of the content published on this Compendium is based on internal data, publicly published data and other available
information believed to be reliable. The information contained in this document is meant for general purposed only without warranty of any
kind. The information/data herein alone is not sufficient and shouldn’t be used for the development, analysis or implementation of an
investment strategy.
.Investors should use this research as one input into formulating an investment opinion. Additional inputs should include, but are not limited to,
the review of other. This is not an offer (or solicitation of an offer) to buy/sell the securities/ instruments mentioned or an official confirmation.
Global IME Capital Limited is not responsible for any error or inaccuracy or for any losses suffered on account of information contained in this
report. This report does not purport to be offer for purchase and sale of share/ units.
Investing in the stock market may have large potential risks involved in which you can lose some or all your money. You, the reader and not
Global IME Capital Ltd, are solely responsible for any losses, financial or otherwise, as a result of your investment.

Global IME Capital Limited
3rd Floor, Rastriya Naach Ghar
Jamal, Kathmandu, Nepal
Contact No: +977-01-4222460, 4261178, 4223593
Fax No.: +977-01-4222534
Email: info@gicl.com.np
Website: www.globalimecapital.com
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