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Rating Methodology for Entities in the Fertiliser Industry 
 

This rating methodology updates and supersedes ICRA's earlier methodology note on the sector, published 

in November 2014. While this revised version incorporates few modifications, ICRA's overall approach to 

rating entities in the sector remains materially similar. 

 

Overview 

The Indian fertiliser industry can broadly be divided into two segments depending on the nutrient 

composition: (i) Nitrogenous fertilisers
1
 (ii) P&K (Phosphatic & Potassic fertilisers). Urea is the key fertiliser 

consumed within the nitrogenous fertilisers segment and accounts for almost 55-60% of all fertiliser 

consumed in India. Phosphatic fertilisers are consumed in the form of complex fertilisers with varying levels 

of NP (including di ammonium phosphate or (DAP), which is the major phosphatic fertiliser used in India) 

and NPK
2
 and single super phosphate (SSP). Potassic fertilisers mainly comprise muriate of potash (MoP), 

which is not manufactured in India and is entirely imported. 

The industry has grown over the years, aided by Government policies and demand growth arising from 

rising agricultural output. The industry has been heavily regulated for decades by the Government of India 

(GoI) as the user segment of these products is politically sensitive in nature. The Governmental regulations 

have covered, inter-alia, the farm gate prices (FGP), types of fertilisers eligible for subsidy, the distribution 

pattern and the extent of profitability that can be earned by the manufacturers. Nevertheless, the P&K 

segment was partially decontrolled during 2010, following which the players have been able to freely price 

such decontrolled fertilisers as per their cost structure and demand-supply dynamics, although the GoI 

continues to monitor the prices of the other P&K fertilisers
3
 to a large extent.  

Among the various fertilisers, urea and the DAP plants are characterised by high capital intensity, while the 

NPK complexes and SSP plants are relatively less capital intensive. Urea plants are characterised by high 

value addition as compared to moderate value addition for the DAP and low value addition for the NPK 

complexes and the SSP fertilisers. Consequently, operating margins also tend to generally remain on the 

lower side for the latter and at moderate levels for DAP, while they generally remain healthy for energy-

efficient urea plants. Nevertheless, the net margins of urea plants generally tend to be weighed down by 

the higher capital-related charges. 

In ICRA’s opinion, the key determinants of business risk profile of fertiliser companies are their ability to 

mitigate the regulatory risks and agro-climatic risks. Other rating drivers include operating efficiency, 

product diversity, market position, ability to secure raw material / feedstock linkages and commodity prices 

and forex risk management systems. ICRA’s credit assessment also factors in an entity’s financial position 

as measured by the profitability metrics, capital structure, cash flows and their adequacy in relation to the 

contractual debt servicing obligations. ICRA also assesses the rated entity’s growth plans and its 

management’s risk appetite, financial policies and governance practises. 

 

                                                 
1
 Nitrogenous and phosphatic fertilisers 

2
 Nitrogenous phosphatic and potassic fertilisers 

3
 Those that are not yet decontrolled and remain subsidised 
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For analytical convenience, the key factors are grouped under the following broad heads—Business Risk 

Assessment, Financial Risk Assessment and Management Quality & Corporate Governance Assessment. 

 

 Business Risk Assessment 

• Regulatory Risk  

• Agro-climatic Risk 

• Cost Competitiveness 

• Scale and Market position  

 

 Financial Risk Assessment 

• Operating profitability and return indicators  

• Gearing  

• Debt Service Coverage ratios  

• Working Capital Intensity  

• Cash Flow analysis  

• Foreign Currency Risks 

• Tenure Mismatches, and Risks Relating to Interest Rates and Refinancing 

• Debt Servicing Track Record 

• Accounting Quality 

• Contingent Liabilities and Off-Balance Sheet Exposures 

• Adequacy of Future Cash flows 

 

 Event Risk 

 Management Quality & Corporate Governance 

 

Business Risk Profile Assessment 

Regulatory Risks 

The profitability of fertiliser companies is significantly influenced by the regulatory prescriptions governing 

various types of fertilisers. The Indian fertiliser industry sells most of the widely used fertilisers to farmers at 

below their market price and these fertilisers are subsidised by the GoI. For administrative convenience, 

the GoI has been routing the subsidy, which is the difference between the normative costs of 

manufacturing the fertilisers and the FGP, through the fertiliser industry. The total realisation for the 

fertiliser manufacturers/ traders thus comprises subsidy and FGP. However, the decomposition of 

realisation is different for urea and non-urea fertilisers. Urea farm gate prices are fixed by the GoI, and the 

subsidy varies in line with feedstock and fuel prices in order to ensure, in principle, a normative fixed return 

(post tax 12% RoE) – except in case of debottlenecked capacities, which get subsidy based on uniform 

fixed contribution subject to a cap of international parity price levels. In periods (sometimes extended 

periods) when the GoI does not revise the FGP of urea in a meaningful manner, even as the feedstock 

costs for producing urea rise, the gap between the reasonable cost of production of urea and the FGP also 

expands creating profitability and liquidity pressures for fertiliser players. In the case of P&K fertilisers, the 

subsidy is fixed for a particular year, based on the proportion of nutrients in the product and the players are 

free to fix their own MRP in line with the raw material prices. Increased cost of production of various 

fertilisers and inadequate subsidy budgeting, results in delays in compensation of subsidy by the GoI, 

putting pressure on the profitability margins and liquidity position of fertiliser players. 

 
Urea: Urea manufacturers were functioning under the New Pricing Scheme (NPS) with effect from April 1, 

2003 which was introduced by the GoI in three stages, operational during 2003-2010. Stage III was 

operational from April 1, 2006 until March 31, 2010 and further continued provisionally until March 31, 

2014, post which the modified NPS-III was made operational for FY2015. Under the NPS, urea companies 

were divided into six groups depending on the feedstock and vintage of the plant and subsidy was linked to 

the actual retention price (RP) of the units or the group average RP, whichever was low. Normative 

parameters pertaining to capacity utilisation and energy consumption were tightened and capital-related 

charges and conversion costs were further rationalised. These had offset some of the positive features like 

higher reimbursement of energy savings, revision of freight costs and reimbursement of actual taxes on 
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inputs, leading to a marginal decline in profitability for the industry participants. Players also suffered from 

fixed cost under-recoveries because of infrequent revision of compensation based on more recent cost 

data. 

The Stage III of NPS was valid up to March 31, 2010 and was provisionally extended till March 31, 2014. A 

modified version of the same continues to be in place, but the fixed cost compensation for urea players has 

been revised upwards for 2014-15, based on 2012-13 data, though the same has not yet been 

implemented. In May 2015, the GoI announced the New Urea Policy 2015 for urea manufacturers for the 

period June 2015 to March 2019. The policy lays the focus of the urea subsidy on the energy efficiency 

level of the unit rather than feedstock and vintage. The pre-set energy consumption norms have been 

tightened for the period FY2016-FY2018 based on actual consumption during FY2012 to FY2014, which 

will reduce the subsidy outgo for the GoI besides incentivising the industry to compete on the basis of their 

energy efficiency.  

The existing gas-based urea units have been classified into three homogenous groups based on their 

energy consumption levels. While the principle of energy savings will continue to exist as per NPS-III, the 

pre-set norms have been reduced, which has the potential to reduce energy savings for a unit in case it is 

unable to reduce its energy consumption below the targeted pre-set norm. Besides, the entire capacity 

beyond the 100% reassessed capacity (RAC) is now eligible for international parity price (IPP)-based 

pricing, which has also been revised. As per the NUP 2015, the production beyond the RAC is eligible for 

100% of the variable cost (primarily energy cost) plus the minimum additional fixed cost for each unit. This 

is subject to a cap of the IPP plus incidental charges on urea imports. This is significantly higher from the 

pricing as per the earlier policy of 85% of IPP. The direction of the new policy is to homogenise the industry 

into three broad groups based on energy consumption norms.  

ICRA also analyses the cost structure of urea manufacturers vis-a-vis that of the group under which it is 

categorised under NPS. While higher RP than the group average would erode the assured margins, a 

lower RP than the group is no guarantee that the company will be able to achieve the assured margins as 

under-recoveries on account of several reasons have led to lower margins for urea players in the past, 

typically on account of their inability to meet the other normative parameters.   

ICRA also analyses the urea volumes sold beyond the cut-off quantity, international urea prices and gas 

prices. As per the Urea Investment Policy of 2008, companies which undertook the debottlenecking of their 

plants were earning import parity-based pricing, subject to a floor and a cap for the additional production. 

During 2014-15, production beyond the RAC was becoming unviable. Subsequently, the GoI changed the 

policy for production beyond re-assessed capacity in May 2015. As per the NUP-2015, units producing 

more than its re-assessed capacity will be entitled to get their respective variable cost and ~Rs. 2,300/MT 

(which is the uniform per tonne incentive equal to the lowest of the per tonne fixed costs of all domestic 

urea units under the modified NPS-III). However, this realisation would be subject to a cap of the import 

parity price plus a weighted average of other incidental charges (transportation and handling charges, etc.), 

which the GoI incurs on imported urea on its own account (~$25/MT). Effectively, the GoI is encouraging 

the domestic manufacture of urea until the time its subsidy outflow does not exceed its opportunity cost of 

the import of urea.  

 
Phosphatic and Complex Fertilisers: The MRPs of Phosphatic and Complex Fertilisers were partially 

decontrolled under the nutrient-based subsidy (NBS) scheme implemented for the notified fertilisers from 

April 1, 2010. The NBS regime marked a departure from the fixed MRP and variable subsidy to fixed 

subsidy and variable MRP regime. Under this scheme, the subsidy is notified for the primary nutrients 

Nitrogen ‘N’, Phosphate ‘P’, Potash ‘K’ and secondary nutrient Sulphur ‘S’ at the beginning of the year. The 

GoI arrives at a subsidy for each nutrient at the beginning of the year, based on certain price benchmarks. 

The subsidy on individual fertilisers is paid, based on the quantity of these nutrients present in the fertiliser. 

The NBS provides for a standard level of subsidy per kg of nutrients in the fertiliser, irrespective of whether 

the fertiliser is manufactured or imported. Since subsidy for the domestically produced fertilisers remains 

equal to that for imported fertilisers, it is critical for the domestic manufacturers to control the cost of 

production of the fertiliser to ensure adequate profitability. Imported fertilisers can be cheaper compared to 

domestic fertilisers due to the ease of raw material access leading to higher efficiencies, favourable prices 

for these raw materials in the exporting countries and fluctuations in exchange rates. The business risk 

profile of the domestic manufacturers is, hence, vulnerable to these factors. They have to compete with the 
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importers of DAP/ NPKs (either traders or urea producers) who may enter the market in case the IPP is 

favourable. In such a scenario, as these players would be able to charge lower retail prices, domestic 

manufacturers would tend to suffer either loss of market share or volumes. Therefore, control over the raw 

material prices such as ammonia, phosphoric acid, rock phosphate, sulphur, MOP, etc. and efficient 

conversion norms assume critical importance to achieve healthy profitability. Nevertheless, some 

companies do enjoy a comfortable business risk profile because of their superior cost structure and risk 

management practises. 

 

Also, Government intervention in the pricing decisions for a supposedly deregulated P&K market is a credit 

negative for the industry, as it could weaken the profit metrics of the players. For example, in July 2016, the 

Fertiliser Ministry, announced its decision to reduce the retail prices for P&K fertilisers, cutting prices 

through the public sector undertakings (PSUs) and suggested that the private players follow suit. Due to 

these price cuts, players suffered inventory losses as the high inventory in the system (with companies, 

distributors, dealer and retailer) got aligned with the reduced prices.  

Additionally, some of the players are in dispute with the GoI with regard to gas supply and pricing issues, 

related to the gas used for non-urea fertiliser production. The GoI has withheld subsidy in such disputed 

matters, leading to squeezing of liquidity for the players. Hence, even though the P&K segment is 

deregulated, the regulatory risk remains high. 

Agro-climatic risks 

As the share of irrigated (by dams/canals/wells) area is low in India, most of the other regions are 

dependent on monsoons for irrigation. Even the irrigated areas are indirectly dependent on monsoon. Thus 

fertiliser sales get negatively impacted in years when there is a drought or a rainfall deficiency. Besides 

lower sales, the fertiliser manufacturers are also impacted by higher system inventory levels, discounts and 

larger credit period to push sales. However, the risk can be mitigated to some extent if the manufacturers 

have a diversified geographic presence spread across several states as the probability of monsoon failing 

simultaneously across states remains low to moderate.  

 
Cost competitiveness 

The cost structure of urea manufacturers is determined by the feedstock used, process technology 

adopted, energy consumption level and location of the unit. With regard to the feedstock, under the 

prevailing subsidy policy regime for up to cut-off quantity, feedstock price changes are a pass through (to 

the GoI for subsidy computation), subject to the ceiling on energy consumption norms, and hence do not 

make a difference to the profitability. As per modified NPS-III, all units using liquid hydrocarbons [naphtha, 

furnace oil, low sulphur heavy stock (LSHS)] as feedstock, were to compulsorily convert the units to using 

natural gas feedstock by March 2010 – the deadline was progressively postponed. Subsequently, on June 

10, 2015, the CCEA approved the continuation of the production of urea in these units, till the availability of 

gas through pipelines was ensured or any other means were adopted to ensure a smooth supply of 

fertilisers in their respective states. However, subsidy is being paid as per the cost of production based on 

naphtha or R-LNG, whichever is lower, which leads to variability in the profits from the urea division, until 

gas supply is provided.  

Energy consumption is a function of the vintage of the unit, process technology adopted and maintenance 

practises followed. With few process technology suppliers to choose from, the process technology adopted 

by the units has mainly been determined by the vintage of the plants, with recent plants adopting modern 

processes and older plants adopting the processes prevailing then. Efficient units achieve lower energy 

consumption than the normative parameters and gain from the policy as the energy savings are not 

mopped up during a particular block period of the policy. Further, some units, which completed their 

feedstock conversion / debottlenecking / revamp projects during the past five or six years have been able 

to improve their energy efficiency, resulting in an improvement in energy savings and hence, profitability. 

However, some players have witnessed plant outages in recent times, which have led to an increase in the 

energy consumption affecting their profitability.  

Historically, the fertiliser industry has had the advantage of top priority in domestic gas allocation. However, 

due to the dwindling production of domestic gas, the Government has lowered the priority order of the 

fertiliser sector. Accordingly, gas availability for the domestic urea segment was frozen at the supply level 
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for the fertiliser industry during 2013-14, while the supply of domestic gas to the non-urea industry was 

diverted to urea players w.e.f May 2014. Nevertheless, there is a shortfall of gas supply for the urea sector, 

which is met by using imported gas – re-gassified liquefied natural gas (R-LNG). This leads to an increase 

in the cost of production for domestic urea players. However, since energy costs are a pass-through, 

subject to the plant meeting the normative parameters, the impact on their profitability is only to the extent 

of higher interest costs on account of delays in receipt of subsidy from the GoI. In this regard, gas pooling 

undertaken for the urea sector is a step in the right direction. In May 2015, along with the NUP-2015, the 

GoI undertook gas pooling for the urea industry. The policy provides for uniform delivery cost of natural gas 

for all gas-based urea plants by pooling their gas supply and averaging out the different rates of domestic 

and imported gas. The delivered gas price for each individual unit remains the same, based on this 

calculated price. Pooling is done for all gas-based units connected to the gas grid and any future gas-

based units that may come up. Gas pooling for the industry helps resolve the issue of long-term gas 

availability at reasonable prices as it (i) equalises the cost of gas procurement for the industry and (ii) 

prepares the industry for the eventual deregulation or Direct Benefit Transfer (DBT) by standaridising the 

energy cost over a period of time. 

Overall, ICRA analyses the actual margins achieved by the unit vis-a-vis the margins supposed to be 

achieved as per the policies for up to cut-off and beyond cut-off quantities, and reasons for variation in the 

same. Typically, under-performance could be on account of higher energy consumption than the pre-set 

norm, lower capacity utilisation, disallowances on certain operational expenditure and taxes.  

 

In the case of phosphatic and complex fertilisers, import dependence is high because of the lack of 

sufficient availability of cost effective raw materials in India. Key raw materials / intermediates imported 

include ammonia, phosphoric acid, rock phosphate, sulphur and MOP (used both as raw material and 

fertiliser), albeit some manufacturers have limited capacity for manufacturing intermediates such as 

phosphoric acid and ammonia. Of the raw materials / intermediates, phosphoric acid and rock phosphate 

are in short supply in the global market and hence durable tie-ups with producers in overseas countries 

could be a source of competitive advantage for the units, although it may not confer any pricing advantage 

over the other importers. Ability to control the overall cost of production remains a key source of strength 

for the players. The cost of production is influenced by import prices, exchange rate fluctuations and 

conversion efficiency. Adequate handling systems and storage facilities, given the high import dependence, 

also impart competitive advantage.  

Location of the unit can influence both raw material costs and distribution costs of fertilisers. In general, 

location of the units near a large consumer market confers competitive advantage as the cost of 

transporting the feedstock is lower in relation to that of the finished fertilisers. 

 

Scale and Market Position 

During the past decade, the domestic production of fertilisers has stagnated, whereas the demand has 

steadily risen leading to a significant increase in import dependence for urea and DAP. In this context, 

marketing of fertilisers per se is not a concern for the domestic manufacturers who have over the years 

developed a well established dealer network, brands and also implemented several farmer relationship 

initiatives. The distribution and marketing territories are also by and large decided by the GoI and 

distribution freight costs are reimbursed at near actuals, albeit delayed at times. However, in a deregulated 

scenario, units located near major fertiliser-consuming regions will be better placed than units located far 

off by virtue of lower logistics costs. Deregulation could also usher in application of customised fertilisers, 

depending on the specific nature of the soil and the crop; hence, players with an ability to offer customised 

solutions can have a competitive advantage over others. Ability to offer a broad array of fertilisers, including 

micro nutrients, and allied products such as seeds and pesticides could also be another differentiating 

factor. 

The scale of operations is relatively less important factor to be considered when evaluating the business 

position of a fertiliser company. Due to regulated returns on urea, scale benefit does not accrue to the 

company but to the Government. In case of P&K players, however, players with large requirement for raw 

materials have relatively better bargaining power and can save on some costs.  
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Management Quality 
 

All debt ratings necessarily incorporate an assessment of the quality of the entity’s management as well as 

the strengths / weaknesses arising from the entity are being a part of an established group of companies. 

Also of importance are the entity’s likely cash outflows arising from the possible need to support other 

group entities, in case the entity is among the stronger ones within the group. Usually, a detailed discussion 

is held with the management to understand its business objectives, plans and strategies, and views on past 

performance, besides the outlook on the related industry. Some of the other points assessed are: 

 Experience of the promoter / management in the line of business concerned 

 Commitment of the promoter/management to the line of business concerned 

 Attitude of the promoter / management to risk taking and containment 

 The entity’s policies on leveraging , interest risks and currency risks 

 The entity’s plans on new projects, acquisitions, expansion, etc. 

 Strength of the other companies belonging to the same group as the entity 

 The ability and willingness of the group to support the entity through measures such as capital 

infusion, if required 

 

Financial Risk Profile Assessment 
The objective here is to determine the entity’s current financial position and its financial risk profile. Some of 

the aspects analysed in detail in this context are:  

 

Operating profitability and return indicators: The analyses here focuses on determining the trends in 

the entity’s operating profitability, and how the same appears in peer comparison. The companies’ ability to 

achieve the assured return for various types of fertilisers will be a key rating parameter. Efficient urea 

companies achieve higher returns by operating the units at more than the normative capacity utilisation, 

which enables them to recover more than 100% of the fixed costs assumed for computing RP. Achieving 

lower energy consumption than the pre-set norms is also another source of gain for the units. With regard 

to the phosphatic and complex fertiliser units, efficient raw material sourcing, firm policies to hedge 

currency risk and efficient conversion can aid profitability, because of relatively high raw material intensity 

in the business.  

 

Gearing: The objective here is to ascertain the level of debt in relation to the entity’s own funds and is 

viewed in conjunction with the business risks that the entity is exposed to. 

 

Debt service coverage ratios: Here, the trends in the entity’s key debt service coverage ratios like 

Interest Coverage are examined. 

 

Working capital intensity: The analysis here evaluates the trends in the entity’s key working capital 

indicators like Receivables, Inventory and Creditors, again with respect to industry peers. Timely availability 

of subsidy can influence the liquidity position of the fertiliser manufacturers. As the subsidy as a percentage 

of the normative cost of sales has been rising for urea players because of rise in gas prices and lack of 

commensurate rise in the FGP, any delays in the receipt of subsidy can squeeze the liquidity position of the 

companies in this sector. For non-urea players, subsidy per MT of the fertiliser has been declining since the 

introduction of NBS, but trade receivables rise to significant levels intermittently due to high competition 

between domestic manufacturers and importers. Over the past many years, there have been delays by the 

GoI with regard to payment of subsidy on account of inadequate provision in the Union Budget for subsidy, 

which has had to be subsequently revised upwards with a time lag. The GoI has also resorted to part 

payment of subsidy through fertiliser bonds in the past and through a special banking arrangement. While 

fertiliser manufacturers have had difficulties in liquidating bonds in the market in the absence of an SLR 

status, the special banking arrangement only replaces working capital debt with low interest short-term 

loans, leading to a decline in interest costs to some extent but leading to elevated gearing levels. Further, 

meeting the higher working capital requirements through bank borrowings is not always possible as some 

banks exclude the debtors for more than 90/180 days for the purpose of drawing power (DP) calculations. 

Hence, some of the companies borrow from the capital markets, through commercial paper issuances. 

Nevertheless, the strategic importance of the sector in ensuring food security of the nation and certainty of 

subsidy receipt from the GoI, mitigate the above risks to some extent and offer comfort to the investors. 
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Further, high financial flexibility in the form of ability to raise resources to the extent warranted by the 

delays in release of subsidy can help the liquidity position of the companies.  

 

  Other areas which are analysed include the following:  

 Cash flow analysis: Cash is required to service obligations. Cash flows reflect the sources from 

which cash is generated and its deployment. Analysed here are the trends in the entity’s Funds 

Flow from Operations (FFO) after adjusting for working capital changes, the Retained Cash Flows, 

and the Free Cash Flows after meeting debt repayment obligations and capital expenditure needs. 

The cash flow analysis also helps in understanding the external funding requirement that an entity 

has to meet its maturing obligations. 

 Foreign currency related risks: Such risks arise if an entity’s major costs and revenues are 

denominated in different currencies. Examples in the fertiliser industry would primarily include 

companies selling in the domestic market but making large imports, apart from natural gas costs 

for urea players (which are denominated in US dollar terms). The foreign currency risk can also 

arise from the unhedged liabilities, especially for companies earning most of their revenues in local 

currency. The focus here is on assessing the hedging policy of the entity concerned in the context 

of the tenure and nature of its contracts with clients (short term/long term, fixed price/variable 

price). 

 Tenure mismatches, and risks relating to interest rates and refinancing: Large dependence 

on short-term borrowings to fund long-term investments can expose an entity to significant re-

financing risks, especially during periods of tight liquidity. The existence of adequate buffers of 

liquid assets / bank lines to meet short-term obligations is viewed positively. Similarly, the extent to 

which an entity would be impacted by movements in interest rates is also evaluated. 

 Accounting quality: Here, the Accounting Policies, Notes to Accounts, and Auditor’s Comments 

are reviewed. Any deviation from the Generally Accepted Accounting Practices is noted and the 

financial statements of the entity are adjusted to reflect the impact of such deviations. 

 Contingent liabilities / Off-balance sheet exposures: In this case, the likelihood of devolvement 

of contingent liabilities / off-balance sheet exposures and the financial implications of the same are 

evaluated. 

 
Adequacy of Future Cash Flows 

 

With the rating exercise primarily focused on assessing the future debt servicing capability of a company, it 

is imperative that projections are drawn up during the rating exercise to evaluate the likely financial position 

of the company going forward. The projections are drawn factoring in the expected movement in revenues 

and operating margins, working capital changes, the upcoming debt obligations, as well as the capex and 

investment requirements of the company. These financial projections reflect the expected movement in 

cash flows, leverage and debt coverage indicators of the company under various scenarios. ICRA also 

evaluates the funding requirements of the company, and the funding options available to it.  

 
Event Risk 

 
ICRA recognizes the possibility of events, such as unrelated diversification, mergers and acquisitions, 

business restructuring, asset sales and spin-offs, capital restructuring; and litigations, which could have a 

material impact on the credit profile of a company.  

 
Summing up 

In the current Government-regulated environment for urea, the ability to control the costs in line with the 

normative parameters will be a key critical factor for the fertiliser manufacturers’ profitability and debt-

servicing ability. For P&K fertiliser producers, the critical factors on which the profitability is dependent are 

efficient operations, diversified geographical marketing base, ease of access to raw materials and risk 

management policies. Besides, working capital management has become critical to the fertiliser industry’s 
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operations in recent years due to significant delays in subsidy payments by the GoI. Nevertheless, strategic 

importance of the sector in ensuring food security of the nation and certainty of subsidy receipt from the 

GoI, mitigate the above risks to some extent. ICRA believes that in a partial or fully deregulated scenario, 

operating efficiency will assume greater importance. Players with a competitive cost structure, access to 

lower cost feedstock / raw materials and established market position should be able to withstand 

deregulation and preserve their credit quality. 
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