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Company Background Company Summary
Associated Oxygen Limited (AOL) is a producer and supplier of medical and Post IPO No. of Shares (Mn) 95
industrial gases. AOL supplies oxygen and nitrogen in liquid and gaseous forms to  post IPO Paid up capital (BDT Mn) 950
industries and hospitals through its own sales network. Pre IPO Paid up capital (BDt Mn) 800
AOL was incorporated in 1990 as a private limited company and was converted to a New Shares Issued (Mn) 15
public limited company in 2018. Its registered office is located in Agrabad, IPO Proceeds (BDT Mn) 150
Chattagram and its plants are located in Sitakunda, Chattagram. AOL has no Face Value 10
subsidiary or associate company. Market Lot 500
AOL has 5 di its board. It i letely famil d h Free Float 16%
as 5 directors on its board. It is a completely family-owned company where Accounting Year End June

all the directors, apart from the only independent director, are relatives. The
directors also sit on the boards of Sonali Steel Enterprise, A&A Shipyard, and A&A
Logistics. The chairman of AOL is Md Nizam Uddin Chowdhury who has 27 years
of experience. Ismat Jahan is the MD & CEO of AOL. She has an overall
experience of 11 years.

Auditor
Issue Manager

Income Statement

Shiraz Khan Basak & Co.
BD Finance Capital Holdings

MM BDT 2016 2017 2018 2019
The capacity utilization of AOL is provided below: Revenue 226 269 311 401
Cost of Goods Sold (92) (110) (128) (150)
2015 2016 2017 2018 2019 Gross Profit 133 159 184 251
- Operating Expense (39) (44) (50) (63)
:r&s&z:lceﬁﬂge;?fcny 5,997,200 6,868,900 8,226,600 8,625,000 9,929,900 p . it from Operation 04 114 133 188
Financial Expenses 6) 6) (7) (10)
Actual Production 4,623,091 5,374,736 6,450,500 7,398,037 9,035,298 WPPF 0 0 0 9)
(Cubic Meter) Profit before Tax 89 108 127 170
Utilization 77.1% 78.2% 78.4%  858%  91.0%  laxProvision 0 (22 (19 (61)
Net Profit after Tax 68 86 108 109
EPS (Pre-IPO) 0.85 1.08 1.34 1.37
EPS (Post-IPO) 0.72 0.91 1.13 1.15
IPO Details Balance Sheet
AOL will raise BDT 150 Mn as initial public offering (IPO) through the fixed price \y BpT 2016 2017 2018 2019
method. The fund will be used for the cqnstructloAn of store §h§d & new plant shed Property, Plant, & Equipment 663 755 1000 1,394
of 2,800 sqft. and 3,800 sqft. respectively beside the existing factory premise. :
Moreover, the fund will be used to overhaul an existing gas generator and purchase ~Inventories 20 25 31 46
a new air compressor from a Chinese supplier. Finally, the proceeds will be used to  Trade & Other Receivables 44 47 75 147
repay loans from Basic Bank. The remainder of the fund will be used as IPO Advance, Deposits & Prepayments 15 24 32 15
expense. Cash & Cash Equivalents 1 1 1 1
The breakdown of the IPO proceeds is shown below: ;E:Iegs:;tt; 74? 85? 1’188 1’283
Use of IPO Proceeds Mn BDT % of Proceed Retained Earnings 344 430 480 590
Construction of Store Shed & Plant Shed 68 45.4% Share Money Deposit 248 248 389 0
Acquisition of New Plant & Machineries 42 28.3% Shareholders' Equity 593 679 969 1,390
Repayment of Bank Loan 20 13.3% Long Term Loan (Non-Current 31 30 27 21
Sub Total 131 87.0% Portion) ,
IPO Expense 19 13.0% Long Term Loan (Current Portion) 29 27 20 20
Total 150 100.0% Trade & Ot'r'uler Payables 13 15 14 15
Other Liabilities 78 100 118 157
. Total Liabilities 150 173 179 212
Key Points Total Equity & Liabilities 743 852 1,148 1,602
° The primary customer of AOL is medical institutions and industries such as NAVPS (Pre-IPO) 741 849 1211 17.37
ship breaking and steel re-rolling. Therefore, the performance of the gas NAVPS (Post-IPO) 624 715 1020 14.63
production and distribution industry is tagged with the development of the Cash Flow Statement
industries that use oxygen and nitrogen. Bangladesh is the global leader in
shipbreaking. In 2018, Bangladesh dismantled 47.2% of the world’s vessels. MM BDT 2016 2017 2018 2019
The reason for Bangladesh’s leading position includes lower labor costs and Operating activities 123 148 143 172
weak snfercment o reguiations, Acccrding o Bangladsch Ship Breskers  Investing sctos (20 (139 @9 e
and Recyclers Association , s ) ) s
2015, 220 ships in 2016, 214 ships in 2017 and 221 sr?ips in 2018. There Z'ng(:gg f:fxt'es 012 (0(3; 1:2 2;’(5)
isn’t any growth in the size of the industry. Moreover, the advantage of weak - . ’ :
regulations and low labor may diminish gradually. So, AOL may see a Ratios
reduction in demand from the ship breaking industry. However, the medical
institutions are expected to perform well. So, AOL is expected to see a rise in 2017 2018 2019 Linde (2019)
demand from medical institutions. Gross Profit Margin 59.0% 59.0% 62.6% 44.2%
®  There is an inequality regarding the compensation of directors and the top OPerating Profit Margin -~ 42.5%  42.8% 47.0% 29.5%
management of the company. Two directors who are 20 years old and have ~ Net Profit Margin 32.0% 34.5% 27.3% 21.7%
experience of 2-3 years are compensated with an annual salary of around Revenue Growth 19.2% 15.8% 28.8% 21.9%
BDT 750k whereas the top management who have an overall experience of NPAT Growth 26.1% 25.0% 1.8% 22.7%
12-17 years get annual salary of BDT 360k-550k. This type of uneven |nyentory Turnover 4.92 459 3.91 3.79
ggggﬁgls;en;n is unfair to the employees and hurts the non-director Receivable Turnover 5.93 509 3.61 8.53
) Payables Turnover 8.01 8.94 10.62 2.28
° AOL had a 20% CAGR in.top Iint.a and 16.2% CAGR in the bottom line during  pept to Equity 0.08 0.05 0.03 0.00
Morcover, the company has 3 nigh aross proft margin and a nt profi margin Rl on Asset 108% 10.8%  8.0% 17.4%
; Return on Equity 13.5% 13.0% 9.3% 25.7%

which ensures good profitability.

o There is no appropriate listed peer for AOL. Linde BD produces gas which
constitutes only 20% of its total revenue. Linde BD also has a high margin.
Both AOL and Linde have low leverage.

o AOL’s primary raw materials are air and water. Air can be collected from

Comparable & Trading Multiples

Trailing P/E multiples of other listed comparable in the Fuel &
Power sector are given below:

Market Cap (BDT TTM Earnings (BDT

nature and water is supplied by its own deep tube-well. Therefore, AOL has psE Ticker PIE
no possibility of facing any supply shock. mn) mn)
LINDEBD 19,158.3 1,055.0 18.2x
TITASGAS 34,523.8 3,893.0 8.9x
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IMPORTANT DISCLOSURES

Analyst Certification: Each research analyst and research associate who authored this document and whose
name appears herein certifies that the recommendations and opinions expressed in the research report
accurately reflect their personal views about any and all of the securities or issuers discussed therein that are
within the coverage universe.

Disclaimer: Estimates and projections herein are our own and are based on assumptions that we believe to be
reasonable. Information presented herein, while obtained from sources we believe to be reliable, is not
guaranteed either as to accuracy or completeness. Neither the information nor any opinion expressed herein
constitutes a solicitation of the purchase or sale of any security. As it acts for public companies from time to time,
BRAC-EPL may have a relationship with the above mentioned company(s). This report is intended for distribution
in only those jurisdictions in which BRAC-EPL is registered and any distribution outside those jurisdictions is
strictly prohibited.

Compensation of Analysts: The compensation of research analysts is intended to reflect the value of the
services they provide to the clients of BRAC-EPL. As with most other employees, the compensation of research
analysts is impacted by the overall profitability of the firm, which may include revenues from corporate finance
activities of the firm's Corporate Finance department. However, Research analysts' compensation is not directly
related to specific corporate finance transaction.

General Risk Factors: BRAC-EPL will conduct a comprehensive risk assessment for each company under
coverage at the time of initiating research coverage and also revisit this assessment when subsequent update
reports are published or material company events occur. Following are some general risks that can impact future
operational and financial performance: (1) Industry fundamentals with respect to customer demand or product /
service pricing could change expected revenues and earnings; (2) Issues relating to major competitors or market
shares or new product expectations could change investor attitudes; (3) Unforeseen developments with respect
to the management, financial condition or accounting policies alter the prospective valuation; or (4) Interest rates,
currency or major segments of the economy could alter investor confidence and investment prospects.
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