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CRISIL
Ratings

Rating Rationale
September 27, 2024 | Mumbai

Deepak Fertilisers And Petrochemicals Corporation Limited
'‘CRISIL AA-/Stable/CRISIL A1+' assigned to Bank Debt; Commercial paper rating reaffirmed at 'CRISIL

Al+'
Rating Action
Total Bank Loan Facilities Rated Rs.3000 Crore
Long Term Rating CRISIL AA-/Stable (Assigned)
Short Term Rating CRISIL A1+ (Assigned)
Rs.1000 Crore Commercial Paper | CRISIL A1+ (Reaffirmed)

Note: None of the Directors on CRISIL Ratings Limited’s Board are members of rating committee and thus do not participate in discussion or assignment of any
ratings. The Board of Directors also does not discuss any ratings at its meetings.

1 crore = 10 million

Refer to Annexure for Details of Instruments & Bank Facilities

Detailed Rationale

CRISIL Ratings has assigned its ‘CRISIL AA-/Stable/CRISIL A1+’ ratings to the bank facilities of Deepak Fertilisers And
Petrochemicals Corporation Ltd (DFPCL; part of the Deepak Fertlizer group). It has reaffirmed the ‘CRISIL A1+’ rating on the
commercial paper (CP) program.

The rating continues to reflect the strong business profile, marked by a diversified product range, broadly comprising
industrial chemicals (IC), technical ammonium nitrate (TAN) and complex fertilisers. DFPCL holds a market leadership
position in TAN and key IC products such as nitric acid, isopropyl alcohol (IPA). Further, commissioning of the ammonia
project during fiscal 2024 has led to a healthy backward integration as ammonia is a key raw material for production IC,
fertilisers, and TAN.

The business risk profile continues to be healthy. However, in fiscal 2024, the operating performance moderated due to
multiple headwinds across businesses. The consolidated revenue moderated to Rs 8,676 crore in fiscal 2024, from Rs
11,301 crore in fiscal 2023, while earnings before interest, tax, depreciatiom, and amortization (EBITDA) moderated to Rs
1,409 crore in fiscal 2024, from Rs 2,249 crore in fiscal 2023. The TAN business was impacted by correction in the global
fertiliser grade ammonium nitrate (FGAN) prices (index to which TAN is linked) due to dumping from Russia. Revenue from
the fertiliser business was also impacted (by one time impact of ~Rs 268 crore in the first-half of fiscal 2024), due to fall in
nutrient-based subsidy (NBS) rates for complex fertilisers, resulting in lower subsidy per tonne. The overall margin was also
impacted as the group booked losses of around Rs 87 crore, on account of stabilisation of the recently commissioned
ammonia plant under Performance Chemiserve Ltd (PCL). As a result, consolidated operating margin moderated to 14.9%
in fiscal 2024, compared to 19.2% over the same period. However, operating performance showed an improving trend in
Q1FY25, with operating EBITDA improving to Rs 464 crore compared to Rs 281 crore over the same period in the previous
fiscal.

Over the medium term, the operating margin should sustain at 18-20%, higher than the historical long-term average, aided
by benefits from backward integration in ammonia. For the fertliiser segment, rangebound NBS rates, along with stable raw
material prices, should lead to a higher margin for the fertiliser segment for fiscal 2025 compared to previous fiscal. For the
TAN segment, profitability should improve with lower imports and better realisations. Going forward, DFPCL will also benefit
from the lower-priced natural gas, as per its long-term contract with Equinor, priced favourably than its existing contracts.
Overall, uptrend in margin profile will also be driven by long-term strategy of DFPCL to transition from commodity-like
products to more specialty products mix.

The ratings also reflect the healthy financial risk profile, marked by strong networth and debt protection metrics. The total
outside liabilities to tangible networth (TOL/TNW) ratio was healthy at 1.1-1.2 times over fiscals 2023 and 2024, and should
improve going forward. Debt has increased over last 2-3 years to fund the backward integration ammonia project. Going
forward, the group will raise additional debt to fund its capacity expansion in TAN and nitric acid, with an estimated capital
expenditure (capex) of ~Rs 4,500 crore over next 2-3 fiscals. CRISIL Ratings expects the net long term leverage to
increase, peaking at around Rs 4,700 - 5000 crore in fiscal 2026 and moderate gradually with likely improvement in margin
and benefits from new capex starting from fiscal 2026. Despite higher leverage, debt protection metrics are expected to
remain healthy, considering healthy accruals.

These strengths are offset by vulnerability to cyclicality in input prices and structural limitations that DFPCL faces in most of
its segments, given its dependence on natural gas imports. Timely commissioning of the expansion projects underway, with
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no material cost overruns, also remains a monitorable, though CRISIL Ratings takes comfort from the fact that expansion is
being undertaken in existing lines of business. DFPCL is also exposed to regulatory risk in the fertiliser business.

Analytical Approach
CRISIL Ratings has combined the business and financial risk profiles of DFPCL and its subsidiaries, collectively referred to
as the Deepak Fertilizers group, given their significant operational, financial and managerial linkages.

Please refer Annexure - List of Entities Consolidated, which captures the list of entities considered and their analytical treatment of consolidation.

Key Rating Drivers & Detailed Description

Strengths:

« Established position in domestic industrial chemical and TAN markets
DFPCL is a market leader in the domestic industrial chemical business, being the largest manufacturer of nitric acid and
the leading manufacturer of IPA. Moreover, DFPCL also commands around 40% market share in the TAN business.
This leadership should strengthen further with significant expansions planned in the nitric acid and TAN capacities.

* Improving profitability and product mix

The group plans to transition at least 30% of its portfolio in the industrial chemicals segment towards more specialised
products, wherein it can command a niche and higher margin, for instance, steel and solar nitric acid and pharma-grade
IPA. In the TAN business, DFPCL is the sole producer of low-density ammonium nitrate (LDAN), which is a specialised
product used in ANFO explosives. Moreover, the group has initiated a total cost of ownership (TCO) model in the TAN
segment, so as to improve mine productivity through outcome-based contracts, which should also contribute to higher
margin going forward. In the fertiliser segment, it plans to focus on unique differentiated NPK products with better
margin, for instance water-soluble fertilisers. As a result, the overall margin of the consolidated entity has improved from
less than 15% over fiscals 2013 to 2020 to 15-20% thereafter (adjusting for one-time impact in fiscal 2024).

« Healthy financial risk profile, constrained by significant debt-funded capex
Financial risk profile is marked by strong networth and debt coverage ratios, and will be driven by better operating
efficiency, arising out of the enhanced product mix and benefits from backward integration in ammonia.

However, this will be offset by sizeable debt that is required to fund capacity expansion plans. DFPCL plans to increase
TAN capacities by 3,76,000 million tonne per annum (MTPA), through a expansion in Gopalpur, Odisha. This project is
expected to be commissioned in the second half of fiscal 2026 and has achieved financial closure. The total project cost
is estimated to be around Rs 2,200 crore, funded through debt of Rs 1,541 crore. DFPCL also plans to augment nitric
acid capacities in Dahej, Gujarat, (weak nitric acid (WNA) plant with capacity of 300 KT PA and 2 concentrated nitric
acid (CNA) plants with total capacity of 150 KT PA). The total project is estimated to be around Rs 1,950 crore, funded
through 70% debt and 30% equity. The group has secured a bridge loan of Rs 700 crore for a tenure of 18 months,
which will eventually be adjusted once the long-term project loan is tied up. Any delay and/or material cost overruns for
these projects will be key items to monitor.

Weaknesses:

« Exposure to structural limitations and cyclicality in commodity prices
DFPCL faces commodity cycles in all their business segments, which impact both input and final product prices. DFPCL
has however strengthened its raw material availability with diversified supplier base for its fertilizer segment while the
ammonia availability risk has reduced with commencement of operations of Ammonia plant in fiscal 2024.

Moreover, with India being an importer of natural gas - which is the input for primary feedstock, ammonia - the group
faces structural limitations in many of its business segments. However, variations in natural gas supply are mitigated as
the group has long-term natural gas tie-ups. The contracts also have defined pricing formulas which mitigate the
volatility associated with spot gas prices. The group will further benefit from the long-term natural gas contract that
DFPCL has signed with the Norwegian-based company Equinor, effective from May 2026, at more competitive prices
than existing contracts. However, other inputs for the fertilizer business, such as phosphoric acid and phosphate,
continue to be imported. Hence, realizations and profitability will remain a function of raw material prices and commaodity
cycles. Going forward, the group’s ability to limit fluctuations in realizations and margins of final products through a
diversified product mix will remain key for stable profitability.

e Exposure to regulatory risk in the fertiliser industry
Given the government’s thrust on self-sufficiency in food grain production, the fertiliser industry is strategic, but highly
regulated. Hence, players are susceptible to regulatory changes and delay in subsidies from the government, leading to
higher reliance on working capital debt.Any deferment in disbursal of subsidies on account of under-budgeting and any
change in the regulatory scenario remain key rating sensitivity factors.

Liquidity: Strong

On consolidated basis, expected net cash accrual of over Rs 1,000 crore per fiscal in 2025 and 2026, should suffice to
cover the yearly long term debt of Rs 250-500 crore. Capex of Rs 4,000 - 4,200 crore, planned to be incurred over the next
three years, will be funded through a mix of long-term debt, equity and internal accruals. Working capital requirement shall
be met through net cash accrual and fund-based bank limits avaible across DFPCL, Mahadhan Agritech Limited (MAL) and
PCL (around 50% utilisation). Moreover, the group has access to the equity and the bond markets.

Outlook Stable
The business and financial risk profile will remain comfortable over the medium term.

Rating sensitivity factors
Upward factors
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e Improvement in operating margins above 18-20% on sustained basis
+ Improvement in financial risk profile and debt protection metrics, supported by net long term debt-to-EBITDA ratio
reducing below 2 times on sustained basis.

Downward factors

«  Weaker-than-expected operating performance, with fall in overall margin below 12-13%, on a sustained basis

« Any large, debt-funded capex or acquisition, or significant cost overrun in existing capex, leading to material impact on
debt protection metrics; for instance, net long-term debt-to-EBITDA staying above 3 times on a sustained basis

About the Group

DFPCL is among the India’s leading manufacturers of industrial chemicals and fertilisers. The group mainly operates in
three verticals - industrial chemicals, crop nutrition (fertilizers) and technical ammonium nitrate (mining chemical). DFPCL is
a publicly listed company.

The group has multiple plants namely in Maharashtra (Taloja), Gujarat (Dahej), Andhra Pradesh (Srikakulam), and Haryana
(Panipat). It also owns a commercial mall space called Creaticity in Pune.

Mahadhan Agritech Limited (MAL; rated CRISIL A1+) is a wholly owned subsidiary of DFPCL. It is engaged in
manufacturing NPK and specialty fertilisers in India, under its flagship brand, Mahadhan. It also manufactures DNA and
ammonia, which acts as a raw material for both the fertilisers and chemicals segment.

The TAN business, which is currently under MAL, is being demerged into a new entity named Deepak Mining Solutions Ltd
(DMSL), which will also be a wholly owned subsidiary of DFPCL. The ammonia production business will be housed under
Performance Chemiserve Ltd (PCL), which will be owned by DMSL. The scheme of arrangement was sanctioned by NCLT
in June 2024.

Key Financial Indicators DFPCL(Consolidated)

As on / for the period ended March 31 Units 2024 2023
Operating income Rs crore 8,679 11,301
Reported profit after tax Rs crore 457 1,221
PAT margin % 5.3 10.8
Adjusted debt/adjusted networth Times 0.76 0.71
Interest coverage Times 3.49 11.55

Source: Company, CRISIL-adjusted

Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings’ complexity levels are assigned to various types of financial instruments and are included (where
applicable) in the 'Annexure - Details of Instrument' in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on
available information. The complexity level for instruments may be updated, where required, in the rating rationale
published subsequent to the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings™ complexity levels please visit www.crisilratings.com. Users may also call the
Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

. . . Rating
ISIN Name Of Date Of Coupon Maturity Issue Size Complexity Outstanding with
Instrument Allotment Rate (%) Date (Rs. Crore) Levels
Outlook
Commercial 7 - 365 .
NA Paper NA NA days 1000.00 Simple CRISIL A1+
NA |~ Fund-Based NA NA NA 150.00 NA CRISIL AA-/Stabl
Facilities* : -/stable
NA Non-Fund NA NA NA 975.00 NA CRISIL A1+
Based Limit ’
Proposed
NA Torm Loan NA NA NA 845.61 NA CRISIL AA-/Stable
NA Term Loan NA NA 31-Mar-28 100.51 NA CRISIL AA-/Stable
NA Term Loan NA NA 31-Mar-28 124.38 NA CRISIL AA-/Stable
NA  Term Loan NA NA 30'2879'0' 104.50 NA CRISIL AA-/Stable
NA Term Loan NA NA 12-Jul-25 500.00 NA CRISIL AA-/Stable
NA Term Loan NA NA NA 200.00 NA CRISIL AA-/Stable

* - fully interchangeable with Non fund based limits
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Annexure — List of entities consolidated

Name of entity Extent of consolidation Rationale for consolidation
Mahadhan AgriTech Ltd Full consolidation Strong operational, financial and managerial
linkages
Deepak Nitrochem Pty Ltd Full consolidation Strong operational, financial and managerial
linkages
Deepak Mining Soluations Ltd (DMSL) | Full consolidation E;Lc;ré%;)perational, financial and managerial
SCM Fertichem Ltd Full consolidation ?;L‘;g%;’perationa" financial and managerial
Ishanya Realty Corporation Ltd Full consolidation ?;L(;r;ge:perational, financial and managerial
Ishanya Brand Services Ltd Full consolidation ﬁ;Lc;r;%Sperational, financial and managerial
Yerrowda Investments Ltd Equity method ?;Loaré%gperational, financial and managerial
;\gitgz?dl;::yIz):?r'\rFA'II'_e]chnologies Ltd Full consolidation ?;Lc;r;%gperational, financial and managerial
;DSeurgzriEgrrw;;C,\?XEiserve Ltd Full consolidation ﬁr‘:Lc;r;%gperational, financial and managerial
F;%tg)u[rgulilziztiiggi?r,\\zigﬁ]s Pty Ltd Full consolidation ﬁr’:ll'(c;régegperational, financial and managerial
Austra_llign Explosives Pty Ltd (AME) Full consolidation $trong operational, financial and managerial
[Subsidiary of PBS] linkages
Annexure - Rating History for last 3 Years
Current 2024 (History) 2023 2022 2021 Start of
Instrument Type Ouistanding  gating Date Rating Date Rating Date Rating Date Rating Rating
Faciitios T 20250 {iGiabe -
ST om0 O :
Commercial Paper | ST | 1000.0 CEE”— 19-04-24 C/Fi'ﬁ”-
All amounts are in Rs.Cr.
Annexure - Details of Bank Lenders & Facilities
Facility Amount (Rs.Crore) Name of Lender Rating
Fund-Based Facilities® 10 Axis Bank Limited CRISIL AA-/Stable
Fund-Based Facilities® 50 HDFC Bank Limited CRISIL AA-/Stable
Fund-Based Facilities® 5 Kotak Mahindta Bank CRISIL AA-/Stable
Fund-Based Facilities® 25 Bank of Baroda CRISIL AA-/Stable
Fund-Based Facilities® 55 State Bank of India CRISIL AA-/Stable
Fund-Based Facilities® 5 IDBI Bank Limited CRISIL AA-/Stable
Non-Fund Based Limit 90 Axis Bank Limited CRISIL A1+
Non-Fund Based Limit 250 Bank of Baroda CRISIL A1+
Non-Fund Based Limit 150 HDFC Bank Limited CRISIL A1+
Non-Fund Based Limit 45 Kotak fahihdra Bank CRISIL A1+
Non-Fund Based Limit 50 Standard Chartered Bank CRISIL A1+
Non-Fund Based Limit 195 IDBI Bank Limited CRISIL A1+
Non-Fund Based Limit 195 State Bank of India CRISIL A1+
Proposed Term Loan 845.61 Not Applicable CRISIL AA-/Stable
Term Loan 500 State Bank of India CRISIL AA-/Stable
Term Loan 200 Exim Bank CRISIL AA-/Stable
Term Loan 100.51 State Bank of India CRISIL AA-/Stable
Term Loan 124.38 Exim Bank CRISIL AA-/Stable
Term Loan 104.5 Bank of Baroda CRISIL AA-/Stable

& - fully interchangeable with Non fund based limits
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Criteria Details

Links to related criteria

CRISILs Approach to Financial Ratios

Rating_criteria for manufaturing and service sector companies

Rating Criteria for Chemical Industry

Rating Criteria for Fertiliser Industry
CRISILs Criteria for rating_short term debt
CRISILs Criteria for Consolidation

Media Relations
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Media Relations
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B: +91 22 3342 3000
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Rutuja Gaikwad
Media Relations
CRISIL Limited

B: +91 22 3342 3000
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Analytical Contacts
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CRISIL Ratings Limited
B:+91 22 3342 3000
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).

CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL'). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

About CRISIL Limited
CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale (‘report') provided by CRISIL
Ratings Limited ('CRISIL Ratings'). For the avoidance of doubt, the term 'report' includes the information, ratings and other
content forming part of the report. The report is intended for use only within the jurisdiction of India. This report does not
constitute an offer of services. Without limiting the generality of the foregoing, nothing in the report is to be construed as CRISIL
Ratings provision or intention to provide any services in jurisdictions where CRISIL Ratings does not have the necessary
licenses and/or registration to carry out its business activities. Access or use of this report does not create a client relationship
between CRISIL Ratings and the user.

The report is a statement of opinion as on the date it is expressed, and it is not intended to and does not constitute investment
advice within meaning of any laws or regulations (including US laws and regulations). The report is not an offer to sell or an offer
to purchase or subscribe to any investment in any securities, instruments, facilities or solicitation of any kind to enter into any
deal or transaction with the entity to which the report pertains. The recipients of the report should rely on their own judgment and
take their own professional advice before acting on the report in any way.

CRISIL Ratings and its associates do not act as a fiduciary. The report is based on the information believed to be reliable as of
the date it is published, CRISIL Ratings does not perform an audit or undertake due diligence or independent verification of any
information it receives and/or relies on for preparation of the report. THE REPORT IS PROVIDED ON “AS IS” BASIS. TO THE
MAXIMUM EXTENT PERMITTED BY APPLICABLE LAWS, CRISIL RATINGS DISCLAIMS WARRANTY OF ANY KIND,
EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, INCLUDING WARRANTIES OF MERCHANTABILITY,
ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION, SATISFACTORY QUALITY,
FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE. In no event shall CRISIL Ratings, its associates, third-party
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providers, as well as their directors, officers, shareholders, employees or agents be liable to any party for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees or losses
(including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part of the report
even if advised of the possibility of such damages.

The report is confidential information of CRISIL Ratings and CRISIL Ratings reserves all rights, titles and interest in the rating
report. The report shall not be altered, disseminated, distributed, redistributed, licensed, sub-licensed, sold, assigned or
published any content thereof or offer access to any third party without prior written consent of CRISIL Ratings.

CRISIL Ratings or its associates may have other commercial transactions with the entity to which the report pertains or its
associates. Ratings are subject to revision or withdrawal at any time by CRISIL Ratings. CRISIL Ratings may receive
compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments,
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