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Summary of rated instruments

Previous Rated Amount Current Rated Amount

* . .
Instrument (Rs. crore) (Rs. crore) Rating Action
[ICRA]BBB+ (Stable);

Fund based-Term Loan 0.0 25.0 Reaffirmed

. . . [ICRA]BBB+ (Stable);
Fund based- Working Capital Facilities 25.0 25.0 Reaffirmed

- [ICRAJA2 ;

Non-fund based- Bank Facilities 50.0 50.0 Reaffirmed
Total 75.0 100.0

Rating action

ICRA has reaffirmed the long-term rating of [ICRA]BBB+ (pronounced ICRA BBB plus) to the Rs. 25.0-crore’ fund based
facilities and Rs. 25.0 crore term loan facilities. ICRA has also reaffirmed the short-term rating of [ICRA]JA2 (pronounced
ICRA A two) to the Rs 50.0 crore non-fund based bank facilities of Tag Corporation. (Tag or the firm) 2 The outlook for the
long-term rating is ‘Stable’.

Rationale

The reaffirmation of ratings favourably factors into consideration the established presence of the firm in transmission
hardware industry and the long term prospects of the industry owing to the planned investments in the power
transmission sector. The ratings also continue to factors in the established relationships with Power Grid Corporation of
India Limited (PGCIL) and EPC contractors in the power transmission sector. Further, the ratings continue to factors into
consideration the healthy financial profile of the firm characterized by healthy profitability, low gearing and adequate
coverage metrics.

Nonetheless, the ratings remain constrained by stagnant net-worth position, due to withdrawals by the partners;
nevertheless gearing continues to be comfortable. The firm is susceptible to the risk of timely execution of projects by
the EPC contractor; any delays would stretch the working capital requirement of the firm. The profitability is also
susceptible to the risk of fluctuation in raw material prices as most of the orders are fixed-priced contracts. ICRA also
takes note of debt-funded capital expansion and resulting significant repayment obligations going forward.

1 100 lakh = 1 crore = 10 million
2 For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating Publications
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Outlook: Stable

ICRA believes TAG Corporation will continue to benefit from the extensive experience of its partners. The outlook may be
revised to 'Positive’ if the scale of operation increases significantly, while sustaining the profitability and liquidity position
at the current levels. The outlook may be revised to 'Negative' if there is lower than expected cash accruals, any adverse
moment in operating margins. Further, any significant withdrawals, over and above ICRA’s expectation, weakening the
capital structure will also trigger a negative outlook.

Key rating drivers

Credit strengths

An established player in the transmission hardware industry— The firm was established in 1972 for manufacturing and
supplying hardware for electrical and transmission line; the firm has been continuously involved in several high value
projects including the first 500kV high voltage direct current (HVDC) line and the first 800kV HVDC line.

Premium clientele base and outstanding order book provide revenue visibility over the near term- TAG caters to a
reputed clientele, largely comprising of EPC contractors, including several prominent players in the transmission industry.
The healthy relationship of the firm with its premium clientele ensures repeat orders. The existing outstanding orders
and the orders in pipeline provide revenue visibility for the near term.

Financial profile of the firm characterized by healthy profitability, low gearing and adequate coverage metrics— The
financial profile of the firm is characterised by favourable gearing and healthy coverage Indicators. Gearing and coverage
indicators continue to be healthy in FY2017 primarily due to healthy accruals, current healthy liquidity position of the
firm.

Credit weaknesses

Capital withdrawals reduced the net worth, nevertheless gearing continues to remain comfortable — The capital
withdrawals continue to remain high, resulting in a stagnant net-worth position. Nonetheless, the capital structure
continues to remain at a comfortable level, with low gearing as on March 31, 2017.

Stagnant growth in operating income — The operating income of the firm is stagnant over the past 5 years, with de-
growth in FY2016 due to Chennai floods, albeit in FY2017 the top-line grew marginally. The order book continues to
concentrate on top-5 customers.

Margins susceptible to the risk of raw material fluctuations — The operating margins of the firm reduced to 14% in
FY2017, from 18.5% in FY2016, due to volatility in raw material prices. Part of the orders undertaken by the firm has
price variation clauses and hence any increase in raw material prices will be detrimental to the profitability in the near-
term.

Significant repayment obligation due to debt funded capex — The firm is undertaking debt-funded capital expansion for
Rs.50 crore for expansion and modernisation of new premises. Going forward, despite repayment obligation, capital
structure, debt protection metrics are expected to remain healthy.
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Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.
Links to applicable criteria:

Corporate Credit Rating Methodology

About the firm:

TAG Corporation (TAG) was established in the year 1972 by Mr R T Chari and Mr R V Gopalan for manufacturing and
supplying hardware for electrical transmission lines, such as connectors and accessories for both insulators and
conductors in transmission lines. Initially, the firm manufactured products for 66kV and 110kV lines, but now focuses on
400kV and higher capacity transmission lines. TAG was a supplier for the first 400kV transmission line project in the
country in 1974 and was involved in other pioneering projects like the first 500kV high voltage direct current (HVDC) line
and the first 800kV HVDC line. TAG caters to a reputed clientele, including industry majors such as Larsen & Toubro Ltd.,
Power Grid Corporation of India Ltd., Tata Projects Ltd., Kalpataru Power Transmission Ltd., among others. TAG
Corporation has manufacturing facilities in Chromepet.

Key Financial Indicators (Audited)

FY 2016 FY 2017

Operating Income (Rs. crore) 152.0 170.2
PAT (Rs. crore) 14.9 13.2
OPBDIT/ Ol (%) 18.5% 13.9%
RoCE (%) 29.2% 26.6%
Total Debt/ TNW (times) 0.1 0.2
Total Debt/ OPBDIT (times) 0.4 0.6
Interest coverage (times) 11.3 7.4
NWC/ Ol (%) 21.1% 23.2%

Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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Rating history for last three years:

Chronology of Rating History for the

Current Rating (FY2018) past 3 years
Date & Date & Date &
Date & Rating in Rating in Rating in
Amount Amount .
Rated Outstanding Rating FY2017 FY2016 FY2015
Instrument Type (Rs. crore) (Rs Crore) July 2017 - - -
1 Termloan Long 25.0 [ICRA]BBB+ = = =
Term (stable)
2 Cash credit Long 25.0 [ICRA]BBB+ [ICRA]BBB+ [ICRA]BBB+ [ICRA]BBB+
facility Term (stable) (stable) (stable) (stable)
3 Bank Guarantee Short 50.0 [ICRA]A2 [ICRA]A2 [ICRA]A2 [ICRA]A2
and letter of Term

credit

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The

classification of instruments according to their complexity levels is available on the website www.icra.in

Annexure-1: Instrument Details

Date of Amou nt
Issuance / Maturity Rated Current Rating
ISIN No Instrument Name Sanction Coupon Rate Date (Rs. crore) and Outlook
NA Term Loan Nov-2016 NA Mar- 2026 25.0 [ICRA]BBB+
(stable)
NA Cash credit facility ~ Nov-2016 NA - 25.0 [ICRA]BBB+
(stable)
NA Letter of Credit & Nov-2016 NA - 50.0 [ICRA]A2

Bank Guarantee
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ravichandran@icraindia.com

Raghav Madhavan
+91 44 4297 4310
raghav.madhavan@icraindia.com

RELATIONSHIP CONTACT

Jayanta Chatterjee
+91 80 4332 6401
jayantac@icraindia.com

MEDIA AND PUBLIC RELATIONS CONTACT

Ms. Naznin Prodhani
Tel: +91 124 4545 860
naznin.prodhani@icraindia.com

Helpline for business queries:

Srinivasan. R
+91 44 4596 4315
r.srinivasan@icraindia.com

Rathina Pradeep
+91 44 4297 4315
rathina.r@icraindia.com

+91-124-3341580 (open Monday to Friday, from 9:30 am to 6 pm)

info@icraindia.com

About ICRA Limited:

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 (Group ICRA). ICRA is a Public Limited Firm,
with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating

Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in

www.icra.in


mailto:ravichandran@icraindia.com
mailto:raghav.madhavan@icraindia.com
mailto:r.srinivasan@icraindia.com
mailto:rathina.r@icraindia.com
mailto:jayantac@icraindia.com
mailto:naznin.prodhani@icraindia.com
mailto:info@icraindia.com
http://www.icra.in/

ICRA Limited

Corporate Office

Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002
Tel: +91 124 4545300

Email: info@icraindia.com

Website: www.icra.in

Registered Office
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001
Tel: +91 11 23357940-50

Branches

Mumbai +(91 22) 24331046/53/62/74/86/87

Chennai +(91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,
Kolkata +(91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,
Bangalore + (91 80) 2559 7401/4049

Ahmedabad + (91 79) 2658 4924/5049/2008

Hyderabad + (91 40) 2373 5061/7251

Pune + (91 20) 66069999

© Copyright, 2017 ICRA Limited. All Rights Reserved.

Contents may be used freely with due acknowledgement to ICRA.

ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of
surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer

concerned to timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA
office for the latest information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to
be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it.
While 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 in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All information contained
herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication

or its contents
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