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Rating Action

ICRA has upgraded the long-term rating assigned to the Rs. 9.00 crore® fund based limits of San Marine (SM)*
to [ICRA]BB (pronounced ICRA double B) from [ICRA]BB- (pronounced ICRA double B minus). The outlook on
the long term rating is stable.

Rationale

The rating upgrade favourably factors in the improvement in the operating profitability to 17% in FY2016 owing
to higher share of revenue derived from providing off-shore services; prepayment of existing term loan by Rs.
2.10 crore in April 2016; and healthy coverage metrics with interest coverage ratio of 6.50 times and NCA/Total
debt of 106% in FY2016. The rating continues to factor in the vast experience of the promoter in oil and gas
offshore drilling industry; and low counterparty credit risk with company catering to reputed companies involved
in oil and gas exploration. ICRA also notes that the Indian cabotage law provides protection to the domestically
registered tugs for domestic offshore/port operations, and the demand prospects for anchor handling tugs
remain favourable on the back of large scale of investment in the ports and offshore oil & gas sector. The rating
is, however, constrained by expected decline in revenues in FY2017 due to low order book of Rs. 28.57 crore
as on December 31, 2016 (0.48 times FY2016 revenues); susceptibility of revenues to vessel operational days;
and high geographic concentration risk with operations limited to Kakinada port and Krishna Godavari basin
region. The rating is further constrained by the high supplier and customer concentration risk over the past
three years; high working capital intensity of operations as reflected by ~90% of the working capital limit
utilization over the past 12 months due to higher credit period offered to with large customers; and risks
associated with partnership nature of the firm as witnessed by the significant capital withdrawals during
FY2016.

Going forward, the ability of the company to maintain profitability levels and manage its working capital
requirements will be the key rating sensitivities from credit perspective.

Key rating drivers

Credit Strengths

e Long experience of the promoters in the off-shore exploration industry

e Low counter party credit risk as the customer base comprises large and reputed companies in the sector

e Cabotage law provides protection for Indian coastal offshore supply vessels/ harbor tugs by reserving the
support services for domestic offshore/port operations to domestic fleet

e Improvement in operating profitability to 17% for FY2016 owing to higher revenue derived from providing
offshore services and comfortable coverage indicators with interest coverage ratio of 6.50 times and
NCA/Total debt of 106% in FY2016

1100 lakh = 1 crore = 10 million
* For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.
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Credit Weakness

¢ High geographic concentration risk as the entire firm’s revenues are derived from its facilities at the
Kakinada sea port alone

e Low order book position of Rs. 28.57 crore (0.48 times FY2016 revenues) as on December 31, 2016
provides limited revenue visibility

e High supplier and customer concentration risk over the past three years

e Limited bargaining power with end customers, especially with offshore exploration companies owing to
which higher credit period is offered

e Revenue of the firm is susceptible to vessel operational days because of the high fixed cost nature of
operations which can also impact the margins

e Risk inherent in partnership nature of the firm

Description of key rating drivers highlighted above:

The promoter of San Marine (SM), Mr. Sheikh Ahmed Alisha, has more than two decades of experience in the
oil and gas exploration space. He was earlier a partner in M/s/ Atlas Marine which was involved in similar line of
business and later set up SM in 2012. The firm provides towing, escorting services and other associated crew
services with its fleet of barges and tugs, based at Kakinada port, for various clientele involved in oil and gas
exploration in the Krishna Godavari basin. Over the past two years, the firm’s operations have substantially
scaled up with revenues increasing from Rs. 11.54 crore in FY2014 to Rs. 59.62 crore in FY2016. Further, the
operating profit levels improved substantially from 2.84% in FY2014 to 17.33% in FY2016. Till FY2014 the firm
was engaged in trading of High Flash High Speed Diesel (HFHSD). With availability of vessels with SM, the
firm is able to fulfil safety norms of vessels, certified crew members etc. resulting in high margins for San
Marine. The Indian Cabotage Law states that only Indian flagged vessels or vessels chartered by an Indian
citizen or company, operating under a licence granted by the Director General of Shipping (Director General),
can carry cargo from one Indian port to another Indian port which ensures that there is lower threat from global
operators. The demand for tugs is expected to remain high in the near to medium term on the back of
upcoming new ports and/or expansion of existing ports and large scale investments in the offshore oil and gas
sector.

The firm’s customer concentration risk is high with top-3 customers accounting for more than 70% of the total
sales over the past 3 years. However, the customers vary each year depending on the orders secured by them
from large companies involved in oil drilling and exploration. The firm also has high supplier concentration risk
with most of the purchases are HFHSD fuel purchases made form Oil Marketing Companies (OMCs). The
order book position of the firm as on December 31, 2016 is small at Rs. 28.57 crore (0.48 times FY2016
revenues) providing limited revenue visibility. The revenues of the firm are also susceptible to vessel
operational days, availability and weather conditions as the chartering rates are fixed for the number of
operational days. The industry is highly fragmented with large number of small players with 1-2 tugs operating
in this segment, consequent to which there is intense competition hence cost competitiveness and providing all
solutions is the key requirement. Further, most of the customers are large players and their ability to negotiate
is far superior to the tug/ barge owners owing to which the credit period needed to be offered is higher.

Analytical approach: Not applicable

Links to applicable Criteria:
Corporate Credit Rating - A Note on Methodology

About the Company:

Founded in 2012 as a partnership firm, San Marine (SM) is into the business of providing support services viz.
storage, repair, maintenance and related support services to off shore rig companies operating in the Krishna
Godavari Gas basin (KG basin). The Managing Partner, Mr. Sheikh Ahmed Alisha, has more than two decades
of experience in Off shore Oil & Gas industry. He was the partner of M/s Atlas Marine which was involved in oil
and gas exploration activities in KG Basin.

Recent Results
As per audited financial results for FY2016, the firm reported a net profit of Rs. 5.79 crore on a turnover of Rs.
59.62 crore as against a net profit of Rs. 5.84 crore on a turnover of Rs. 48.80 crore in FY2015.


http://www.icra.in/Files/Articles/2009-October-Rating-Corp-Rating-Methodology.pdf
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Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years:

Table: Rating History

S.No | Name of Current Rating Chronology of Rating History for the past
Instrument 3 years
Type | Rated Month-year | Month-year | Month- Month- year
amount & & Rating in year & & Rating in
(Rs. Rating FY2016 Rating in FY2014
crore) FY2015
Jan 2017 Nov 2015 NA NA
1 Term Loan Long | 9.00 [[CRAIBB [[CRA]BB- NA NA
Term (Stable) (Stable)

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
wwwe.icra.in


http://www.icra.in/

ICRA

Annexure-1

Details of Instrument

Name of the Date of Coupon Maturity Size of the issue Current Rating and

instrument issuance rate Date (Rs. crore) Outlook

Term Loan - - December 9.00 [ICRA]BB (Stable)
2020

Source: San Marine

Name and Contact Details of the Rating Analyst(s):
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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 Company, 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

© Copyright, 2017, ICRA Limited. All Rights Reserved
Contents may be used freely with due acknowledgement to 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.



mailto:ravichandran@icraindia.com
mailto:vinay.g@icraindia.com
mailto:r.srinivasan@icraindia.com
mailto:ruthwik.c@icraindia.com
mailto:jayantac@icraindia.com
http://www.icra.in/

ICRA

Registered Office
ICRA Limited

1105, Kailash Building, 11th Floor, 26, Kasturba Gandhi Marg, New Delhi 110001

Tel: +91-11-23357940-50, Fax: +91-11-23357014

Corporate Office

Mr. Vivek Mathur

Mobile: +91 9871221122
Email: vivek@icraindia.com

Building No. 8, 2nd Floor, Tower A, DLF Cyber City, Phase Il, Gurgaon 122002
Ph: +91-124-4545310 (D), 4545300 / 4545800 (B) Fax; +91- 124-4050424

Mumbai

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

3rd Floor, Electric Mansion

Appasaheb Marathe Marg, Prabhadevi
Mumbai—400025,

Board : +91-22-61796300; Fax: +91-22-24331390

Kolkata

Mr. Jayanta Roy

Mobile: +91 9903394664
Email: jayanta@icraindia.com

A-10 & 11, 3rd Floor, FMC Fortuna

234/3A, A.J.C. Bose Road

Kolkata—700020

Tel +91-33-22876617/8839 22800008/22831411,
Fax +91-33-22870728

Chennai

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

5th Floor, Karumuttu Centre

634 Anna Salai, Nandanam
Chennai—600035

Tel: +91-44-45964300; Fax: +91-44 24343663

Bangalore

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

"The Millenia’

Tower B, Unit No. 1004,10th Floor, Level 2 12-14,1 & 2,
Murphy Road, Bangalore 560 008

Tel: +91-80-43326400; Fax: +91-80-43326409

Ahmedabad

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

907 & 908 Sakar -Il, Ellisbridge,

Ahmedabad- 380006

Tel: +91-79-26585049, 26585494, 26584924; Fax:
+91-79-25569231

Pune

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

5A, 5th Floor, Symphony, S.No. 210, CTS 3202, Range
Hills Road, Shivajinagar,Pune-411 020

Tel: + 91-20-25561194-25560196; Fax: +91-20-
25561231

Hyderabad

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

4th Floor, Shobhan, 6-3-927/A&B. Somajiguda, Raj
Bhavan Road, Hyderabad—500083
Tel:- +91-40-40676500



mailto:vivek@icraindia.com

