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RATING RATIONALE 27 July 2020
NOREX FLAVOURS PRIVATE LIMITED
Brickwork Ratings upgrades the ratings for the Bank Loan Facilities of Rs 36.70 Crs of
Norex Flavours Private Limited
Particulars :
Amount (Rs in Crs) Rating*
Facility** . Tenure Previous
Previous | Present (May,2019) Present
Long Term BWR BB+ B‘(XEI:IEB-
Fund Based 9.50 6.70 (Stable)
Upgrade
Fund Based 26.00 29.00 Short Term
BWR A3
Non Fund 1.00 1.00 | Short Term | BWRAd4+ Upgrade
Based
Total 36.50 36.70 Rupees Thirty Six Crores and Seventy Lakh Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings

** Details of bank facilities in Annexure-1

RATING ACTION / OUTLOOK

Brickwork Ratings (BWR) upgrades the long-term rating to BWR BBB- with Outlook ‘Stable’ and
short-term rating to BWR A3 for the bank loan facilities of Norex Flavours Private Limited

(‘NFPL’ or the company).

The rating continues to draw comfort from the experience of the promoters in the same line of
business, adequate liquidity, improved scale of operations, comfortable gearing, current ratio and
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debt protection metrics, improved net profit margins and operating cycle of the company The
rating is, however, constrained by concentration risk , raw material price volatility risk and
competition.

The outlook is Stable as the company has been able to maintain growth in the topline over the
years.

KEY RATING DRIVERS

BWR has principally relied on audited financials upto FY19, FY20 provisional, projections upto
FY22, publicly available information and information/clarification provided by the management.

Credit Strengths :

= Experienced Promoters : The company has a long track record of operations. . Mr.
Vaibhav Agarwal, Mr. Divyanshu Agarwal, Mr. Rahul Agarwal and Ms. Sadhna Agarwal
are the directors of the company and have more than a decade of experience in the same
line of business.

=  Total Operating Income: TOI has continuously grown over the years. Total operating
income(TOI) has improved from Rs 141.77 Crs in FY18 to Rs 182.29 Crs in FY19 to Rs
213.70 Crs in FY20 (provisional). The company has good order book position of Rs 84.90
Crs as on 30 June 2020

= Leverage Position and Current ratio : The company has maintained reasonable
gearing(Debt/Networth) which has improved from 1.52X in FY19 to 1.04X in FY20
(provisional). Norex has comfortable current ratio at 1.30X in FY19 and 1.41X in FY20
(provisional)

=  Debt Protection Metrics : NFPL has comfortable debt protection metrics, having ISCR
and DSCR of 3.69x and 3.27x in FY19 and 3.61x in 4.25x respectively in FY20
(provisional).

= Improved net profit margins : The company’s net profit margins have improved from
2.14% in FY'19 to 2.71% in FY20 (provisional) due to forex gains .

=  Conversion Cycle : It has a comfortable and improved operating cycle from 72 days in
FY19 to 60 days in FY20 (provisional).
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Credit Concerns :

=  Price Volatility Risk and Competition: The profitability of the company is susceptible to
the price volatility risk attributed to its agro-climatic risks i.e. seasonal nature and
dependent on the weather conditions The price of the raw material is also linked to the
international prices of the commodity.Further competition from peers and substitutes in the
market could adversely affect the profit margins of the company in future.

=  Concentration Risk : There is concentration risk as top 5 customers contributed approx
70% of the total revenues.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

BWR has factored in the standalone business parameters and financial risk profile of the trust to
arrive at the rating. Reference may be made to the detailed Rating Criteria hyperlinked below
(hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES

Positive: BWR may revise the ratings upwards if there is a sizable increase in the topline and
improves its operation profit to reasonable level from the current level, along with other metrics,
such as liquidity, gearing, operating cycle and working capital utilisation, also favouring the
upgrade.

Negative: BWR may revise the ratings downwards if the company achieves notably lower
projections, and the key factors, such as profit margins, liquidity, operating cycle, debt protection
metrics, current ratio of the company, deteriorate. The rating downgrade may also happen in case
there is a wide variance between the provisional and audited financials for FY20.

LIQUIDITY POSITION (Adequate)

Company had cash accruals(PAT +DEP) of Rs 5.66 Crs in FY19 and Rs 7.31 Crs in FY20
(provisional).The company has low fixed term liabilities against the cash accruals having CPLTD
of Rs 0.77 Crs. It had Cash and Cash Equivalents of Rs 4.23 Crs at the end of March ,2020.
COMPANY PROFILE

Norex Flavours Pvt Ltd, established in 1994, is a manufacturer and exporter of a wide range of
essential oil & aromatic chemicals. Norex Flavours Private Limited is mainly engaged in
manufacturing of Menthol and mint oils as Active Pharmaceutical ingredients (APIs). It is an ISO
9001:2008, ISO 14001:2004, FSSC 22000:2005 & WHO: GMP certified company. It is located at
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Gajraula - Chandpur Rd, Dhanaura, Uttar Pradesh 110 Kms away from the Indian capital city of
New Delhi, and in close proximity to the fertile fields where Norex source raw material crops.

KEY FINANCIAL INDICATORS (Rs in Crs)

Key Parameters Units FY18 FY19
Result Type Audited Audited
Total Operating Income Rs.in Crs 141.77 182.29
OPBDIT Rs.in Crs 7.92 8.36
PAT Rs.in Crs 2.76 3.90
Tangible Net Worth Rs.in Crs 15.66 19.56
Total Debt/ Net Worth Times 245 1.52
Current Ratio Times 1.13 1.30

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED : NA

NON-COOPERATION WITH PREVIOUS RATING AGENCY: NA
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RATING HISTORY FOR THE LAST 3 YEARS (INCLUDING
WITHDRAWN/SUSPENDED)
. " .
Facilities Current Rating (2020) (Rs. in Crs)
AR e AT 31.05.2019 11.04.2018 2017
(In Crs)
Bank FB | 9.5 BWR
Loan BWR BBB- 0 BB+ F19:80 BWR
Long (Stable) (Stable) B BB
Fund Term 6.70 Upgrade (Stable)
Based Upgrade
(FB)
F |26.0 | BWR
Bank
B |0 A4+
Loan BWR A3 (Stable F ]26.0 BWR
Short B |0 A4
29.00 Upgra
Fund Term Uperade de)
Based Pg
(FB)
N [1.0 BWR
Eanﬁ F Ad+ N |10 | BWR
oa Short BWR A3 B (Stable F A4
Non Fund | Term 1.00 Unorade Upeg)rad B (Stable)
Based PE
(NFB)
Total 36.70 |Rupees Thirty Six Crores and Seventy Lakhs Only
* Rating was moved to the Rating Not Reviewed category on 01 June 2020
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COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit

Hyperlink/Reference to applicable Criteria
J General Criteria

Approach to Financial Ratios

[ ]
° Manufacturing Companies
° Short Term Debt

quﬁ

www.brickworkratings.com/download/ComplexityLevels.pdf

Analytical Contacts

Investor and Media Relations

Raman Thakur
Rating Analyst
Phone:011-23412232

RK Sharma
Senior Director - Ratings
Phone:011-23412232

raman.t@brickworkratings.com

rksharma@brickworkratings.com

Liena Thakur

Assistant Vice President -
Corporate Communications
+91 84339 94686
liena.t@brickworkratings.com

Norex Flavours Private Limited
ANNEXURE I
Details of Bank Facilities rated by BWR (Rs in Crs)

S. No. Name of the Type of Facilities Long Term Short Term Total
Bank (Rs in Crs) (Rs in Crs) (Rs in Crs)

1. cC 5.00 - 5.00

2. Term Loan 1.70 - 1.70

3. CCEL ; 3.00 3.00

SBI

5. FBP . 8.00 8.00

6. Stand by line of credit - 4.00 4.00

7. LC - 1.00 1.00

TOTAL 36.70

Total Rupees Thirty Six Crores and Seventy Lakh Only
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your print,
digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change the wordings
in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the sole right of
sharing (both direct and indirect) its rationales for consideration or otherwise through any print or electronic or digital
media.

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI and
empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services. NABARD has
empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and Renewable
Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public sector bank, as its promoter
and strategic partner. BWR has its corporate office in Bengaluru and a country-wide presence with its offices in
Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+
locations.

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and
other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion;
however, it does not examine the precision or completeness of the information obtained. And hence, the information in this
report is presented “as is” without any express or implied warranty of any kind. BWR does not make any representation in
respect to the truth or accuracy of any such information. The rating assigned by BWR should be treated as an opinion
rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses incurred
by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any
time for any reasons
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