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Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Nagarjuna Fertilizers and Chemicals Limited (NFCL) factors in the
delays in servicing of debt obligations on account of stretched liquidity position of the company.

Detailed description of the key rating drivers

Key rating Weaknesses

Stretched liquidity position: The company reported reduced revenue and PBILDT during FY17 led by lower
trading activity and shut down of plant during Q4FY17 for scheduled maintenance work. Reduced PBILDT along
with high interest cost resulted in net loss and cash loss in FY17. This along with delayed receipt of subsidies
from the Government and high debt servicing obligation has resulted in strained liquidity profile. The position
continued during H1FY18 as well. Consequently, there are delays in debt servicing.

Regulated nature of industry: The Indian Fertilizer industry is highly energy and capital intensive, besides
being a highly regulated industry. Urea, the most consumed fertilizer in the country, remains under the
Government control with the selling price fixed by the Government and the excess of the cost of production
over the selling price, allowing for a suitable return, given as subsidy to the units.

Key rating Strengths

Long-track record of the company: NFCL belongs to the Nagarjuna group of Hyderabad, promoted by the late
Mr. K.V.K. Raju. The group is an established south India based industrial house with major focus on agricultural
fertilizers & chemicals business since the last three decades. Besides agriculture, the group also has presence

in oil refinery segment, through its associate company Nagarjuna Oil Refinery Limited (NORL).

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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Raw material and fuel sourcing arrangement: Natural gas is key feedstock & fuel and NFCL has long-term

contract for procuring the same from GAIL and Reliance Industries Limited group which are received through

pipelines at NFCL'’s receiving station at its plant.
Analytical Approach: Standalone

Applicable Criteria
Criteria on assigning Outlook to Credit Ratings

Criteria for Short Term Instruments

CARE’s Policy on Default Recognition

Rating Methodology-Manufacturing Companies

Financial Ratios - Non-Financial Sector

About the Company

Nagarjuna Fertilisers & Chemicals Ltd. (NFCL), promoted by late Shri. K.V.K. Raju, is the flagship company of

the Hyderabad based Nagarjuna group. Along with Mr. Raju, Andhra Pradesh State Government and Flls are

the major shareholders of NFCL. NFCL, currently, operates two Urea plants (Reassessed capacity — 2,325 MT

per day each) at its facilities located at Kakinada, Andhra Pradesh. Plant-l & Il operates entirely on natural gas

as the feedstock.

Besides manufacturing, NFCL is also involved in trading of Urea (Government Pool Urea), Specialty Fertilizers

Agri-inputs and e-National Agricultural Market (e-NAM). A small proportion of NFCL’s revenue also comes from

micro irrigation business and manufacturing of PVC Pipes.

Nagarjuna group, is an established player in the field of agricultural chemicals and fertilizers with more than

three decades of rich experience in the segment.

Brief Financials (Rs. crore) FY16 (A) FY17 (A)
Total operating income 3981.39 3387.83
PBILDT 288.60 233.37
PAT (92.35) (121.47)
Overall gearing (times) 1.50 1.63
Interest coverage (times) 0.88 0.72

A: Audited
Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of
complexity. This classification is available at www.careratings.com. Investors/market intermediaries/regulators
or others are welcome to write to care@careratings.com for any clarifications.
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