SMERA BOND RATINGS SMERA

BONDS e COMMERCIAL PAPER ® BANK LOANS

Press Release
National Oxygen Limited (NOL)
04 May, 2018

Rating Upgraded & Reaffirmed

Total Bank Facilities Rated Rs.36.00 crore
SMERA B-/ Stabl
Long Term Rating / Stable
(Upgraded)
SMERA A4
Short T Rati
ort Term Rating (Reaffirmed)

*Refer Annexure for details

SMERA has upgraded the rating of ‘SMERA B-’ (read as SMERA B Minus) from SMERA D (read as
SMERA D) to the long term bank facility of Rs. 6.15 and SMERA C (read as SMERA () to the long
term bank facilities of Rs. 18.00 crore and reaffirmed the short term rating of ‘SMERA A4’ (read as
SMERA A Four) on the short term bank facilities of Rs. 3.00 crore of National Oxygen Limited
(NOL).

National Oxygen Limited (NOL) a Public Limited Company Registered with Bombay & Madras Stock
Exchanges. NOL is a producer and supplier of Industrial Gases both in Liquid and Gaseous form to
Industries and Hospitals. In 1980 the Company installed and commissioned the first oxygen plant
of 60 cubic metres per hour capacity at Mathur Village, Pudukottai District, and Tamil Nadu. NOL
currently has a capacity of 2500 m3 per hour of Oxygen / Nitrogen gases and 2,00,000 m3 per
annum capacity of Dissolved Acetylene gas having manufacturing facilities at Pondicherry and
Tamil Nadu.

List of key rating drivers and their detailed description:

Strengths

Experienced management

National Oxygen Limited (NOL) incorporated in 1974 is a Public Limited Company Registered with
Bombay & Madras Stock Exchanges, engaged in manufacturing and supply of Industrial Gases both
in Liquid and Gaseous form to Industries and Hospitals. The company is promoted by Mr. Gajanand
Saraf, Mr. Rajesh Kumar Saraf and Ms. Veena Devi Saraf among others who have an experience of
more than three decades in the industrial gas & fuel industry.

Diversified portfolio:

National Oxygen Limited manufactures various types of industrial gases which are in high demand
across industries of various sectors. These gases manufactured by National Oxygen Limited are
Industrial Liquid Nitrogen, Industrial Gaseous Oxygen, Medical grade Oxygen among others. These
gases are used in the medical industry, chemical industry, pharmaceutical industry,
petrochemicals industry among others.
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Weaknesses

Weak Financial Risk Profile

NOL'’s financial risk profile is weak marked by net worth of Rs.14.19 crores (including Quasi
Equity of Rs. 18.78 crore) as on 31 March 2017 as compared to Rs.14.14 crores as on 31 March,
2016. Gearing stands at 2.13 times as on 31 March 2017 as compared to 2.45 times as on 31
March 2016. The total debt of Rs. 30.23 crore mainly consists of short term debt of Rs. 18.55 crore
and a long term debt of Rs. 11.68 crore. Interest Coverage Ratio stands at 0.81 times for FY2017 as
compared to 0.52 times for FY2016. Debt Service Coverage Ratio (DSCR) stands at 0.45 times for
FY2017 as compared to 0.37 times for FY2016. Net Cash Accruals/ Total Debt stands at -0.04
times for FY2017 as compared to -0.05 for FY2016.

Modest scale of operation and weak profitability

NOL operates in moderate scale with operating income of Rs.35.86 crore in FY2017 compared to
Rs. 33.27 crore in FY2016. NOL reported EBITDA figures of Rs. 4.41 crore for FY2017 as against
Rs. 2.91 crore for FY2016. The company reported negative PAT figures of Rs. (5.04) crore for
FY2017 as against Rs. (5.68) crore for FY 2016. The primary reason for incurring this loss was
due to heavy interest payment obligations that the company bears on the bank facilities availed.
The Net Cash Accruals for NOL were also reported negative at Rs. (1.25) crore for FY2017 as
against Rs. (1.74) crore for FY2016.

Analytical Approach
SMERA has taken a standalone view of the financial and business risk profile of the company.

Applicable Criteria
e Manufacturing entities- https: //www.smera.in/criteria-manufacturing.htm

¢ Financial Ratios and Adjustments: https://www.smera.in/criteria-fin-ratios.htm
e Default Recognition: https://www.smera.in/criteria-default.htm

Note on complexity levels of the rated instrument:

https://www.smera.in/criteria-complexity-levels.htm

Outlook: Stable

SMERA believes that NOL will continue to benefit over the medium term from its experienced
management. The outlook may be revised to 'Positive’ in case the company registers higher than-
expected growth in revenues while achieving sustained improvement in profit margins and
financial risk profile. Conversely, the outlook may be revised to 'Negative' in case the company
fails to achieve the projected revenues, or in case of deterioration in the company's financial risk
profile on account of higher-than-expected increase in debt-funded working capital requirements.

Status of non-cooperation with previous CRA:

ICRA, vide release dated December, 2016 suspended the ratings of National Oxygen Limited on
account of non-cooperation from the company.
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About the Rated Entity - Key Financials

Operating Income Rs. Cr. 35.86 33.27 28.13
EBITDA Rs. Cr. 4.41 2.91 -1.45
PAT Rs. Cr. -5.04 -5.68 -10.83
EBITDA Margin (%) 12.30 8.74 -5.14
PAT Margin (%) -14.06 -17.07 -38.48
ROCE (%) 3.05 -1.56 -10.27
Total Debt/Tangible Net Worth Times 2.13 2.45 1.97
PBDIT/Interest Times 0.81 0.52 -0.25
Total Debt/PBDIT Times 5.80 10.96 -24.63
Gross Current Assets (Days) Days 76 84 77
Any other information: None
Rating History (Upto last three years)
Name of .
Date Term Amount (Rs. Ratings/Outlook
Instrument / cr.)
Facilities ]
. Long SMERA C
Cash Credit Term 5.50 (Assigned)
Long SMERA D
Term loans Term 11.32 (Assigned)
Long SMERA C
14-June-2017 Over Draft Term 12.50 (Assigned)
Short SMERA A4
Bank Guarantee Term 3.00 (Assigned)
Long SMERA C
Proposed Term 3.68 (Assigned)
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SMERA

*Annexure - Details of instruments rated:

President - SMERA Bond Ratings
suman.chowdhury@smera.in

Kashish Shah,

Rating Analyst,

Tel: 022 - 61031152

Email: kashish.shah@smera.in

Sr. Executive
Tel: 022-67141160

Email: varsha.bist@smera.in

Name of the Date of Coupon Maturity Size of the Ratings/
Facilities Issuance Rate Date Issue Outlook
(Rs.
Crore)
TermLoan N.A. N.A. N.A. 6.15 SMERA B-/ Stable
(Upgraded)
Cash Credit N.A. N-A. N-A. 5.50 SMERA B-/ Stable
(Upgraded )
Overdraft N.A. N.A. N.A. 12.50 SMERA B-/ Stable
(Upgraded)
Bank Guarantee NA. NA. NA. 3.00 SMERA A4 (Reaffirmed)
N.A. N.A. N.A. SMERA B-/ Stable
Proposed 8.85 (Upgraded)
Analytical Rating Desk
Suman Chowdhury, Varsha Bist
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private
Limited (D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a
Credit Rating Agency and accredited by Reserve Bank of India. For more details, please visit www.smera.in.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a recommendation
or opinion that is intended to substitute for a financial adviser's or investor's independent assessment of whether to buy, sell
or hold any security. SMERA ratings are based on the data and information provided by the issuer and obtained from other
reliable sources. Although reasonable care has been taken to ensure that the data and information is true, SMERA, in
particular, makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or
completeness of the information relied upon. SMERA is not responsible for any errors or omissions and especially states that
it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind arising from the use of its
ratings. SMERA ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the
circumstances so warrant. Please visit our website (www.smera.in) for the latest information on any instrument rated by
SMERA.



