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Deepak Fertilisers & Petrochemicals Corporation Limited  

April 02, 2018 

Summary of rated instruments  

Instrument* 
Previous Rated Amount  
(Rs. crore) 

Current Rated Amount 
(Rs. crore) 

Rating Action 

Term Loan 580.6 431.0 
[ICRA]AA- (Stable) reaffirmed; outlook 
revised from Negative 

Cash Credit 1,000.0 975.0 
[ICRA]AA- (Stable) reaffirmed; outlook 
revised from Negative 

Commercial Paper 1,000.0 1,000.0 [ICRA]A1+ reaffirmed 
Non-fund based limits 1,500.0 1,200.0 [ICRA]A1+ reaffirmed 
Non-Convertible Debentures  750.0 0.0 [ICRA]AA- (Negative); withdrawn 
Total  4,830.6 3,606.0  
*Instrument details are provided in Annexure-1 

Rating action  

ICRA has reaffirmed the long-term rating of [ICRA]AA- (pronounced ICRA double A minus) and short-term rating of 

[ICRA]A1+ (pronounced ICRA A one plus) for the Rs. 2,606.0 crore bank facilities of Deepak Fertilisers & 

Petrochemicals Corporation Limited (DFPCL). ICRA has also reaffirmed the short-term rating of [ICRA]A1+ (pronounced 

ICRA A one plus) for the Rs. 1,000.0 crore
1
 commercial paper programme of DFPCL

2
. The outlook on the long-term 

rating has been revised to ‘Stable’ from ‘Negative’. ICRA has withdrawn the long-term rating on Rs. 750 crore non-

convertible debentures of the company as there was no amount outstanding against the same.  

Rationale  

While arriving at the ratings, ICRA has taken a consolidated view of DFPCL and its subsidiary, Smartchem Technologies 

Limited (STL) due to significant operational, financial and managerial synergies between these two entities. 

The revision in outlook takes into account the favourable impact on the liquidity position of the company following 

the release of the pending subsidy amount of Rs. 310 crore by the Department of Fertilisers (DoF) in January 2018, 

based on the directive from the High Court of Bombay, against bank guarantees. Moreover, the company’s gas 

supplier viz. GAIL (India) Limited (GAIL) had made claims amounting to Rs. 357 crore in respect to supply of domestic 

natural gas for the period from July 2006 to May 2014. However, the latest order by the Arbitration Tribunal in 

December 2017, rejected the entire amount claimed by GAIL. The revision in outlook further notes the healthy ramp 

up in the newly commissioned 600,000 MTPA NPK grade complex fertilisers facility which would result in healthy 

increase in revenues and profits from the fertiliser business in the near to medium term.  

 

  

                                                                 

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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The ratings continue to take into account the company’s diversified business product portfolio comprising of fertilisers 

and industrial chemicals and the strong market position held in the industrial chemicals business with leadership in 

ammonium nitrate (TAN), nitric acid and iso-propyl alcohol (IPA). The ratings also factor in the availability of unutilised 

working capital limits and the company’s high financial flexibility as evident from the competitive cost of debt and 

healthy refinancing ability demonstrated in the past. 

 

The ratings are, however, constrained by the vulnerability of the chemicals division’s profitability to inherent price 

cyclicality and the regulatory risk in the fertilisers business. Furthermore, the company’s profitability remains sensitive 

to any large fluctuation in spot/term R-LNG prices. The ratings further take into account the continued regulatory 

overhang over the domestic gas supply issue and the recovery of unintended benefits from players manufacturing 

Nutrient “N” using domestic gas. While an Inter-Ministerial Committee (IMC) has recently given a recommendation for 

supply of pooled gas to the company for the production of NPK fertilizers (approval from the Cabinet Committee on 

Economic Affairs is awaited), the issue related to the mop-up of benefits from past usage of subsidised domestic gas 

remains pending. ICRA has taken note of the sizeable capex plans of the company in the chemicals segment over the 

medium term which would lead to an increase in borrowings and keep the gearing at moderate levels. The company 

would also remain exposed to the execution risks pertaining to the capex. Nevertheless, the planned expansions in the 

IPA and nitric acid capacities would strengthen the company’s market position and support its revenue growth once 

they come onstream.  

Outlook: Stable  

ICRA believes DFPCL will continue to benefit from its established position in both the chemicals and fertilisers 

segments and the stable demand outlook for both the sectors in the long term. The outlook may be revised to 

'Positive' if the targeted improvement in profitability from NPK fertiliser business materialises, and gas supply at either 

domestic gas prices or pooled prices resumes which would improve the cost structure. The outlook may be revised to 

'Negative' if any sharp increase in input prices is not adequately passed on to the customers, or if the planned capital 

expenditure witnesses any material time or cost overruns. Moreover, crystallization of large liabilities on gas related 

issues will be an overhang on the rating.  

Key rating drivers  

Credit strengths 

Strong market position in the domestic industrial chemicals business - DFPCL has a strong market position in existing 

chemical businesses of AN, nitric acids and IPA. DFPCL is one of the leading players of TAN in the domestic market 

supported by the superior quality product offering in the form of Low Density AN (LDAN), which commands a 

premium over AN-melt manufactured by domestic players and the imported fertiliser grade AN. The company is also 

the sole producer of IPA in the domestic market and caters to 85-90% of the market demand through its 

manufacturing capacity as well as imports. DFPCL is also the leading manufacturer of concentrated nitric acid (CNA) in 

the domestic market.  

 

Diversified product portfolio - DFPCL has a broad-based product mix, derived from two streams using natural gas or 

ammonia as the primary feedstock. The company’s ability to suitably modify its product mix in response to changes in 

market conditions is a reflection of its operating flexibility, and partially mitigates the risks associated with cyclicality. 

This flexibility has, over the past few years, allowed DFPCL to maintain stability in its operating profits despite 

considerable changes in its operating environment. 
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Favourable demand prospects - Domestic demand outlook for the company’s key products remain healthy. The 

demand for ammonium nitrate will be driven by demand from coal mining and infrastructure sector while demand for 

nitric acid would be supported by planned addition of capacities in the downstream segments. The fertiliser business 

would continue to benefit in the long term from the steady demand for its niche and expanding NPK grade of 

fertilisers, though demand could be affected in years of poor monsoons.  

 

Healthy financial flexibility - DFPCL’s overall liquidity position is supported by availability of unutilised bank limits and 

high financial flexibility as reflected by its competitive cost of debt and satisfactory refinancing ability. Furthermore, 

the receipt of the pending subsidy from DoF as well as clearance of the current year subsidies has reduced the overall 

debtors for the company. 

Credit challenges 

Continued regulatory overhang - The domestic gas supply has not yet been resumed for the company despite 

favourable order from the Honourable High Court of Delhi. Due to the ongoing litigation with the GoI, the company’s 

subsidy receivables remained stuck, leading to sharp increase in its borrowing levels and consequent high interest 

costs and weakened working capital position during FY2016. However, Rs. 463 crore of the outstanding subsidies was 

released by the Government in FY2017 and additional Rs. 310 crore has been released in FY2018 (against bank 

guarantees of an equivalent amount). Nonetheless, timely resumption of gas supply at either domestic gas prices or 

pooled prices would remain important for the company to improve its cost structure. Further, even though GAIL’s 

claims against the company have been rejected by the Arbitration Tribunal, it is likely that GAIL would appeal in a 

higher court. Thus, the manner of resolution of the on-going disputes with DoF and GAIL would be a key rating 

sensitivity. 

 

Vulnerability of profitability to cyclicality - While the profitability of the chemical division remained comfortable 

during FY2017 owing to low raw material prices as well as stable demand for the key products, the same remained 

weak for the fertiliser segment due to inventory losses as well as production cut at its ammonia plant following water 

scarcity. During 9M FY2018, improvement in the profitability of the fertiliser segment (EBIT margin of 4.0%) was offset 

by a drop in the profitability for the chemical segment (EBIT margin of 13.4%) due to losses in chemical trading in the 

first quarter of the fiscal. The profitability margins for both the segments thus remain exposed to movement in input 

prices and the company’s ability to pass on the same to the customers.  

 

Exposed to regulatory risks – The company’s fertiliser business operates in a regulated environment. The selling prices 

of its products remain dependent on the subsidy allocated by the GoI to the various nutrients. The company thus 

remains exposed to any sharp variation in the subsidy amount and delays in receipt of the same, apart from any other 

regulatory intervention on the product prices.  

 

Large debt funded capex - The company has commissioned its large-scale NPK fertiliser facility and a greenfield 

Bentonite Sulphur project near Panipat, Haryana. Both the projects were completed with an outlay of Rs. 810 crore 

and funded in a debt to equity ratio of 70:30. The company is currently setting up a nitric acid plant at a total 

estimated cost of Rs. 575 crore which will be funded in a similar debt to equity ratio. DFPCL also has capex plans 

towards augmenting the capacity at its IPA manufacturing facility by 100,000 MTPA. The capex plans would keep the 

gearing of the company at moderate levels and expose it to execution risks.  
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Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below. Further, 

while arriving at the ratings, ICRA has taken a consolidated view of DFPCL and its subsidiary, STL.  

Links to applicable criteria:   

Corporate Credit Rating Methodology 

Rating Methodology for Entities in the Fertiliser Industry 
 
Rating Methodology for Entities in the Chemical Industry 

About the company 

DFPCL was incorporated in 1979 and is engaged in the manufacturing of ANP, Bentonite Sulphur fertilisers and 

industrial chemicals such as TAN, methanol, nitric acid and iso propyl alcohol. It also recently commissioned a new 

NPK (Nitrogen, Phosphorous, Potassium) fertilisers plant at Taloja, Maharashtra, with a capacity of 600,000 MTPA. Its 

other manufacturing facilities are located at Taloja, Srikakulam and Panipat. It also owns a realty focused mall at Pune. 

DFPCL’s promoters (Mr C. K. Mehta and Mr S.C. Mehta) hold 51.1% stake in the company with the rest held by the 

public and institutional investors. 

DFPCL has ventured into multiple business verticals; the TAN and fertilisers business verticals have inter-linkages in 

the form of use of common raw materials and synergies in the manufacturing processes. The capability of the business 

segments to attract a different set of investors and strategic partners in order to scale up the size and operations is 

significant and hence, DFPCL proposed to reorganize and segregate its TAN and fertiliser businesses into a separate 

company. In FY2018, DFPCL demerged its fertilisers and TAN businesses into a wholly-owned subsidiary, Smartchem 

Technologies Limited (STL) with effect from January 1, 2015. 

Key financial indicators (Consolidated)  

 
FY2016 (A) FY2017 (A) 9M FY2018 (P) 

Operating Income (Rs. crore) 4,309.2 4,150.1 4,089.9 

PAT (Rs. crore) 117.2 178.0 142.5 

OPBDIT/ OI (%) 8.8% 11.8% 10.2% 

RoCE (%) 10.4% 11.5%  

    

Total Debt/ TNW (times) 1.4 1.1  

Total Debt/ OPBDIT (times) 5.2 3.8  

Interest coverage (times) 2.9 4.0 3.6 

NWC/ OI (%) 34% 20%  

(A): Audited, (P): Provisional 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 

  

https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=355&Title=Fertiliser%20Industry&Report=Fertilisers,%20Rating%20Methodology,%20Dec%202016.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=477&Title=Chemical%20Industry&Report=Chemicals,%20Rating%20Methodology,%20Feb%202017.pdf
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Rating history for last three years: 

 Instrument 

Current Rating (FY2018)  Chronology of Rating History for the past 3 years 

Type 
Amount 
Rated  
(Rs. crore) 

Amount 
Outstandi
ng (Rs. 
crore) 

Date & 
Rating 

Date & Rating in FY2017 
Date & Rating in 
FY2016 

Date & Rating in FY2015 

Apr 
2018 

Mar 
2017 

Jul     
2016 

Jun 
2016 

Dec    
2015 

Oct   
2015 

Nov 
2014 

Jun  
2014 

Apr 
2014 

1 Term Loan 
Long 
Term 

431.0 431.0 
[ICRA]        
AA- 
(Stable) 

[ICRA]        
AA- 
(Negati
ve) 

[ICRA]       
AA- 
(Negati
ve) 

[ICRA]  
AA- 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A& 

2 Cash Credit 
Long 
Term 

975.0  
[ICRA]          
AA- 
(Stable) 

[ICRA]          
AA- 
(Negati
ve) 

[ICRA]      
AA- 
(Negati
ve) 

[ICRA]  
AA- 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A& 

3 
Commercial 
Paper 

Short 
Term 

1,000.0  
[ICRA]        
A1+ 

[ICRA]        
A1+ 

[ICRA]     
A1+ 

[ICRA] 
A1+ 

[ICRA]A
1+ 

[ICRA]A
1+ 

[ICRA]A
1+ 

[ICRA]A
1+ 

[ICRA]A
1+& 

4 
Non-fund 
based limits 

Short 
Term 

1,200.0  
[ICRA]        
A1+ 

[ICRA]        
A1+ 

[ICRA]     
A1+ 

[ICRA] 
A1+ 

[ICRA]A
1+ 

[ICRA]A
1+ 

[ICRA]A
1+ 

[ICRA]A
1+ 

[ICRA]A
1+& 

5 
Non-
Convertible 
Debentures  

Long 
Term 

750.0  
Withdr
awn 

[ICRA]         
AA- 
(Negati
ve) 

[ICRA]      
AA- 
(Negati
ve) 

[ICRA]  
AA- 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A 
(Negati
ve) 

[ICRA]A
A& 

&: Ratings under watch with developing implications 

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 

  

http://www.icra.in/
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Annexure-1: Instrument Details 

ISIN No Instrument Name 
Date of 
Issuance / 
Sanction 

Coupon Rate 
Maturity 
Date 

Amount 
Rated 
(Rs. crore) 

Current Rating 
and Outlook 

NA Term Loan Jun-15 8.50% Jun-24 431.0 
[ICRA]AA- 
(Stable) 

NA Cash Credit NA NA NA 975.0 
[ICRA]AA- 
(Stable) 

NA Commercial Paper NA NA 7-365 days 1,000.0 [ICRA]A1+ 

NA 
Non-fund based 
limits 

NA NA NA 1,200.0 [ICRA]A1+ 

INE501A07115 
Non-Convertible 
Debentures 

Jan-2013 9.71% 18-Jan-18 0.0 
[ICRA]AA- 
(Negative) 
Withdrawn 

Source: DFPCL 
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ANALYST CONTACTS 

K. Ravichandran 
+91 22 6114 3408 
ravichandran@icraindia.com 
 

Aashay Choksey 

+91 79 4027 1526 
aashay.choksey@icraindia.com 

Satyajeet Senapati 
+91 22 6169 3343 
satyajeet.senapati@icraindia.com 
 

 Abhishek Dafria 
+91 22 6169 3344 
abhishek.dafria@icraindia.com 

 

RELATIONSHIP CONTACT 

L. Shivakumar 
+91 22 6114 3406 
shivakumar@icraindia.com 
 

 

 

MEDIA AND PUBLIC RELATIONS CONTACT 

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

 

 

Helpline for business queries:  

+91-124-2866928 (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 

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  

mailto:ravichandran@icraindia.com
mailto:aashay.choksey@icraindia.com
mailto:satyajeet.senapati@icraindia.com
mailto:shivakumar@icraindia.com
http://www.icra.in/
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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) 6606 9999 
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