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Sigma Con. Private Limited: [ICRANP] LBB/A4+ assigned 

February 22, 2021  
 

Summary of rated instruments 

Instrument* 

Current Rated 

Amount (NPR 

million) 

Rating Action 

Long-term loan limits 31.0 [ICRANP] LBB; assigned 

Short-term loan limits 844.0 [ICRANP] A4+; assigned 

Total  875.0  

* Instrument details are provided in Annexure-1 

 

Rating action   
ICRA Nepal has assigned a long-term rating of [ICRANP] LBB (pronounced ICRA NP L double B) to the fund-based long-

term limits of NPR 31 million of Sigma Con. Private Limited (Sigma). ICRA Nepal has also assigned a short-term rating of 

[ICRANP] A4+ (pronounced ICRA NP A four plus) to the short-term fund-based and non-fund-based limits of NPR 844 

million. 
 

Rationale 
The assigned ratings consider Sigma’s established track record (operating since 1994) in the Nepalese construction sector 

and its experienced promoters. The ratings also derive comfort from the healthy pace of new order inflows in the recent 

years and the comfortable order book position (pending contracts at the end of FY2020 equivalent to 3.5 times the 

operating income in FY2020), which provide medium-term revenue visibility. The ratings also take comfort from the 

growing public and private sector investment in the hydropower and energy sector in the recent years, in line with the 

Government of Nepal’s (GoN) increased focus on energy sector. This is expected to provide opportunities for contractors 

such as Sigma, which is a positive for their growth and profitability. The ratings also take comfort from the low 

counterparty default risk as Sigma’s clientele comprises entirely of the institutions and agencies related to the GoN. The 

rating also positively factors in the relatively low reliance on bank financing, due to significant float from creditors and 

customer advances. This results in low bank debt obligations and comfortable debt coverage ratios.  

 

The ratings, however, remain constrained by the sectoral concentration of the business towards energy (electrical 

transmission, distribution, and substation development). This makes Sigma vulnerable to changes in the regulation and 

investment outlook for the energy sector. Similarly, the bidding requirement for new projects makes order inflows 

uncertain and remains a rating concern. Sigma is also exposed to regulatory risks as the company primarily deals in public 

projects; hence, timely execution of the projects also remains a major challenge, given the increased volume of work in 

recent quarters. As of end-December 2020, ~44% of the pending work-in-hand was running behind the scheduled 

timeline, exposing the company to the risk of cost overrun, penalties, BG devolvement etc.  The company has made 

sizeable investment in fixed assets in the recent years by utilising majority of its profit accruals. At the same time, the 

debtor days has witnessed a rise in the last 1-2 years. This has stretched the company’s liquidity position. Given the 

moderate cash cushion, any further elongation in the debtor realisation cycle could constraint its liquidity and remains a 

rating concern.  

 

Going forward, the company’s ability to timely execute the work in hand will be a key monitorable and a rating sensitivity. 

Further, ICRA Nepal takes note of Sigma’s minimum requirement of bank financing for working capital because of the 

sizeable credit period allowed by major suppliers and the advances receipt from the employers. The company’s ability to 

build liquidity cushion to withstand liquidity shocks arising from any reduction in creditor/customer float or delayed 

recovery from debtors will also remain a key monitorable and a rating sensitivity. 
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Key rating drivers  

Credit strengths 
Long track record of operations in a relatively consolidated industry segment – Operating since 1994, Sigma has had a 

long presence in the Nepalese construction sector, especially in the electrical transmission and distribution lines and 

substation construction. Further, the promoters have adequate industry knowledge and experience, which remains a 

rating positive. 

 

The core segment (transmission lines and substation development) in which Sigma operates is less competitive, given 

the presence of limited number of players. Further, increasing investment in energy sector by private and public investors 

and the GoN’s increased focus on energy transmission/distribution sector remain a positive for Sigma’s business outlook.   

  

Good financial profile with low gearing and low working capital intensity– Sigma’s financial profile remains strong, with 

a gearing of ~0.5 times and total debt/OPBDIT1 of 0.9 times as of mid-July 2020. The working capital intensity (NWC/OI) 

as on end of FY2020 was -5%, primarily because of the high credit period allowed by major suppliers, coupled with 

advance receipts from the employers in the form of a mobilisation advance. This largely reduced Sigma’s reliance on 

funded working capital financing from financial institutions, resulting in a strong interest coverage of 9.5 times in FY2020. 

However, the company’s substantial reliance on creditor financing/mobilisation advance resulted in a muted current 

ratio of ~1 time as on mid July 2020 (~0.9 time as of mid-July 2019). 

 

Healthy order book position – The company has made good additions of new contracts in the last 1-2 years, resulting in 

a sizeable order book position vis-à-vis its operating revenue. Its order book position remained comfortable as of 

December-end 2020 and the pending value of the contracts to be executed is ~NPR 2.5 billion. The current value of the 

pending work is equivalent to ~3.5 times the operating income in FY2020, providing medium-term revenue assurance. 

 

Low counterparty risk – Most of the current projects being handled by Sigma relate to the public sector, wherein the 

employer is either the GoN, its ministries, or related agencies. As of December-end 2020, the entire pending order book 

comprised Government contracts. As the clients are primarily Government entities, the counterparty credit risk remains 

low and mitigates the risk arising from relatively high debtor days.  

 

Credit challenges 

Concentrated order book and project execution risk – Sigma’s order book remains highly concentrated towards 

transmission line erection and substation construction, exposing it to sectorial concentration risks. Although this segment 

is less competitive, given the limited number of players and sectoral expertise, any change in the dynamics of the sector 

could affect Sigma’s long-term revenue potential.  

 

A significant number of Sigma’s pending order book comprises projects running behind the scheduled timelines. This 

gives rise to project execution risk and the risk of BG devolvement in the event of timely non-performance.  

 

Intense competition for public contract projects – The bidding requirement for public projects (Sigma’s entire portfolio) 

creates uncertainty regarding the future revenue inflow. Moreover, at times, projects below NPR 1 billion2 are opened 

to international contract bidding (ICB) against the regulatory requirement to meet the qualification criteria. This increases 

the competition for players such as Sigma and could have a bearing on their operating margins and profitability.  

 

Exposure to liquidity risk- Sigma has made significant investment in the capital assets in the recent years, utilising bank 

loans and customer advances as well as profit accruals. This has strained the cash reserves of the company. Moreover, 

the company has witnessed an increase in debtor recovery period in the last 1-2 years, partly because of the Covid-19 

impact. Given the lack of strong cash cushion and the moderate current ratio, the company’s ability to withstand the 

liquidity shocks that may arise from lower float from creditor/customers and increased debtor recovery period is low.   

 
1 OPBDIT – Operating profit before depreciation, interest and taxes  
2 In general projects, as per the regulatory requirements, projects below NPR 1 billion are opened for domestic players only 
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Vulnerable to regulatory changes – As a company focussed on the public construction sector, Sigma remains exposed to 

the risk of regulatory changes, mainly in the Public Procurement Act and related regulations. This risk is further amplified 

by the regulatory changes brought about by the amendment (8th, 9th and 10th) to the Public Procurement Regulations by 

the Government. Further, any stringent changes in regulations could have a material impact on players like Sigma.  

 

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 

  

About the company 

Sigma Con. Private Limited (Sigma) was incorporated in 1994 as a construction company. The company operates in the 

field of high voltage electrical power transmission and distribution, and substation construction under the engineering, 

procurement and construction (EPC) model. 

 

Sigma mainly deals in public contracts, which accounted for the entire contracts on hand as of December-end 2020. The 

company is a domestic player and is currently concentrated within the domestic geographical boundaries.  

 

Sigma is a closely-held company wherein the entire paid-up capital of NPR 50 million is held by three family members. 

The largest stake of 50% is held by Mr. Gunja Prasad Shrestha (Managing Director), followed by 25% holding of Mrs. 

Nutan Devi Shrestha (Chairperson) and the balance 25% by the director Mr. Manish Prasad Shrestha. 

 

Key financial indicators (standalone) 

 
Audited 

FY2018  FY2019  FY2020 

Operating Income-OI (NPR million) 611.6 842.0 703.3 

OPBDITA3/OI (%)   5.4% 8.0% 12.0% 

Total Debt/Tangible Net Worth (TNW; times) 0.2 0.7 0.5 

Total Outside Liabilities/TNW (times) 4.0 3.6 3.8 

Total Debt/OPBDITA (times)  0.6 1.2 0.9 

Interest Coverage (times)  7.1 8.5 9.5 

DSCR4 (times) 2.7 4.7 2.5 

NWC5/OI (%)  -31% -5% -5% 

Current ratio 1.1 0.9 1.0 

 

  

 
3 Operating profit before depreciation, interest, tax and amortization 
4 Debt service coverage ratio 
5 Net working capital intensity 

http://www.icranepal.com/
https://www.icranepal.com/wp-content/uploads/2019/11/CorporateCreditRatingMethodology08292018.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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Annexure-1: Instrument details  

Instrument 
Current Rated Amount (NPR 

million) 
Rating Action 

Long-term Limits (A) 31.0 
[ICRANP] LBB; assigned 

Fund based; long-term limits (Term loan/Hire Purchase Loan) 31.0 

   

Short-term Limits (B)  844.0 

[ICRANP] A4+; assigned 

 

Fund based; short-term limits (OD/DL/TR/STL/CC) 231.0 

Non-fund based; short-term limits (LC-Sight/Usance/ 

Bank Guarantees/ Credit Commitment Limit) 
613.0 

Fund-based limits (OD/DL/TR/STL/CC) within non-fund-based 

limits 
(170.0) 

Total Loan Limits (A+B) 875.0  

 

Analyst Contacts:   
Mr. Sailesh Subedi, (Tel No. +977-1-4419910/20) 
sailesh@icranepal.com    
  

Mr. Akendra Joshi, (Tel No. +977-1-4419910/20) 
akendra@icranepal.com    

 

Relationship Contacts:   
Ms. Barsha Shrestha, (Tel No. +977-1-4419910/20) 
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 4419910/20 

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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