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CARE ASSIGNS RATINGS TO BANK FACILITIES OF
NELCO LIMITED

Ratings
Facilities Amount Ratings1 Remarks
(Rs. crore)
I CARE A- Assigned
Long term Bank Facilities 7.50 (single A Minus)
CARE A- / CARE A2+ .
Long-terr.n./- short-term 87.14 (Single A minus / A Two Assigned
Bank Facilities
Plus)
+ -
Short-term Bank Facilities 30.36 CARE A2 Assigned
(A Two Plus)
Total Facilities 125
(Rupees One Hundred and
twenty Five Crore only)

Rating Rationale

CARE has taken a consolidated approach while analyzing the credit profiles of NELCO and its wholly owned subsidiary
Tatanet Services Limited as these companies have strong operational and business linkages, share a common treasury
and are under a common management.

The ratings assigned to various bank facilities of Nelco Limited factor in its improving albeit moderate operational
performance. The ratings also take into account strong parentage of The Tata Power Company Limited (TPCL, rated ‘CARE
AA’), and the financial flexibility available to Nelco by virtue of being a Tata group company. The ratings are however
constrained by the high gearing levels and small scale of operations of Nelco in niche VSAT industry.

The company’s operational performance has witnessed an improvement in its operational profitability; PBILDT margins
improved to 12.48% for the 18 months period ended on March 31, 2016 from 9.80% for the 12 months period ended
September 30, 2014. The company reported PBILDT of Rs.25.37 crore and Rs.12.15 crore during respective periods.

The company also enjoys significant financial flexibility by the virtue of being a Tata Group company as reflected in the
financial support it receives in the form of Inter Company Deposits (ICDs) from other group companies of the group.

The rating is constrained by the high gearing levels; overall gearing of the company was 10.8x as on March 31, 2016,
increasing from 5.67x as on September 30, 2014. The company also remains exposed to risk arising on account of small
scale of operations and the niche industry of Very Small Aperture Terminal (VSAT).

Continued parentage and on-going support from the Tata Group, and continued improvement in operating profitability
remain the key rating sensitive.

Background
Nelco Limited (Nelco) is part of the Tata group with The Tata Power Company Limited (TPCL, rated ‘CARE AA’) holding
48.64% and combined group holding of 50%. Nelco currently has two business lines namely:
1. Network Systems:
VSAT Equipment and Bandwidth (satellite bandwidth services are provided through its wholly owned subsidiary,
Tatanet Services Limited)
2. Automation & Control:
a. Integrated Security & Surveillance Solutions (ISSS)
b. Unattended Ground Sensors (UGS) for Defense (this business has been sold to TPCL however the transfer is
pending, awaiting the necessary approvals from Ministry of Defense).
The company had divested its business of providing managed services for remote monitoring of Security & Surveillance
and Energy Infrastructure effective April 01, 2015.
Tatanet Services Limited (TNSL), a wholly owned subsidiary of Nelco Limited provides satellite bandwidth services for
VSAT. All the requisite licenses for VSAT services are owned by TNSL whereas the equipment is supplied by Nelco.

! complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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On a consolidated basis, Nelco reported a income from operations of Rs.203.25 crore and loss after tax of Rs.6.18 crores
for the 18 months ending 31st March 2016 as against a income from operations of Rs.124.04 and profit after tax of
Rs.1.93 crore for 12 months ending 30th September 2014.
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Name: Mr. Pawan Matkari

Tel: 022 6754 3529
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Email: pawan.matkari@careratings.com

Note: Shri. Vittaldas Leeladhar, Member of the CARE’s Rating Committee is a Non-executive Director in Tata Global Beverages Ltd. (a
Tata group company) and to comply with the regulations, the member did not participate in the Rating Process and the Rating
Committee Meeting.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
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 CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
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 in addition to the financial performance and other relevant factors.
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