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 Title  

India Ratings Affirms Khaitan Chemicals and Fertilizers’ Bank Loan Facilities at ‘IND BBB-’/Stable; Off Rating Watch with 

Developing Implications 

 Brief  

India Ratings and Research (Ind-Ra) has affirmed Khaitan Chemicals and Fertilizers Limited's (KCFL) bank loan facilities’ rating 
at ‘IND BBB-’/Stable while resolving the Rating Watch with Developing Implications, as follows:  
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 Analytical Approach  

Ind-Ra continues to take a standalone view of KCFL to arrive at the rating 

 Detailed Rationale of the Rating Action  

The affirmation and resolution of the Rating Watch with Developing Implications reflects: (i) generation of positive EBITDA 

from single super phosphate (SSP) sales despite high sulphur prices, owing to the use of spent sulphuric acid (SA) in SSP 

manufacturing, (ii) improved profitability in (SA) sales, driven by elevated prices and a healthy spread between the cost of 

spent SA and the price of 99% SA sold by KCFL, and (iii) enhanced liquidity, following the sanction of an additional INR400.7 

million under the ECLGS 5.0 scheme in FY27. 

The EBITDA per tonne from SSP sales is estimated to have remained positive but declined to INR993/tonne in 1QFY27 (FY26: 

INR1,563/tonne), primarily due to higher raw material costs. At the same time, profitability from SA sales improved 

significantly, with EBITDA per tonne increasing to INR5,280/tonne in 1QFY27 (FY26: INR3,395/tonne; FY25: INR1,977/tonne). 

Given the favourable economics of SA sales, the company increasingly relies on externally procured spent SA for SSP 

production. The rating action also considers the company's stable operating performance, with EBITDA of INR243 million in 

1QFY27 (1QFY26: INR317 million; FY26: INR1,130 million; FY25: INR231 million), supported by higher-than-expected earnings 

from SA sales. 

Ind-Ra understands that raw material price volatility may persist due to ongoing geopolitical uncertainties. Nevertheless, 

cash flows from SA sales, together with the use of spent SA in SSP manufacturing, are likely to provide additional financial 

support to KCFL. Furthermore, the contribution of the fertiliser segment to overall profitability decreased during 1QFY27, 

making the segment's earnings contribution a key monitorable. While profitability from SA sales is robust at present, it has 

historically been modest and remains susceptible to volatility in sulphur prices. 

 List of Key Rating Drivers  

Strengths 

Established operations and market presence in SSP segment 

EBITDA Supported By SA Business Credit metrics improved during FY26 

Weaknesses 

Regulated nature of fertiliser industry 
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Profitability exposed to volatility in input prices on account of Middle East conflict 

 Detailed Description of Key Rating Drivers  

Established Operations and Market Presence in SSP Segment: KCFL has an established market position in the SSP segment, 
with a market share of around 8.0% over FY23-FY26. The company operates six manufacturing plants, with a total 
manufacturing capacity of 1.13 million tonnes per annum (mtpa) across Gujarat, Rajasthan, Chhattisgarh, Uttar Pradesh and 
Madhya Pradesh, through which it caters to the markets of several states, with over 3,000 distributors and a strong 
dealership network.  KCFL also has a diversified product mix of SSP fertilisers (1QFY27:  51% of operating revenue; FY26: 82%; 
FY25: 88%), SA and its derivatives (49%; 18%; 12%). KCFL has an in-house production capacity of 0.27mtpa for SA, which 
enables backward integration for SSP manufacturing. Furthermore, the company uses steam, a by-product of the 
manufacturing process, to operate a power unit of 4.32MW, leading to savings in power expenses. 

EBITDA Supported By SA Business: Despite a sharp increase in raw material prices, particularly sulphur, KCFL's EBITDA 
remained healthy at INR243 million in 1QFY27 (1QFY26: INR317 million; FY26: INR1,130 million; FY25: INR231 million), 
supported by strong profitability from SA  sales. The EBITDA from SA sales increased to INR190 million in 1QFY27 (FY26: 
INR435 million; FY25: INR248 million), largely offsetting the lower earnings generated from SSP sales during the quarter. 

Profitability from SSP sales remained under pressure due to elevated sulphur prices and the inadequate pass-through of cost 
increases through revisions in nutrient-based subsidy (NBS) rates. Ind-Ra notes that sulphur prices have been on an upward 
trajectory since February-March 2025. Average sulphur prices increased to USD500-600/tonne during 4QFY26 from around 
USD150-160/tonne in FY25, and rose further to USD800-900/tonne during 1QFY27, following the escalation of geopolitical 
tensions in the Middle East. The increase in raw material costs was partially mitigated through higher NBS subsidy rates and 
improved market realisations. 

The impact of sulphur price volatility and raw material availability on the profitability of SSP operations will remain a key 
monitorable. While the current profitability of SA sales has supported overall earnings, the sustainability of profitability 
across both the fertiliser and chemicals segments will be critical for maintaining stable credit metrics. 

Improved Capacity Utilisation in FY26: KCFL's SSP sales volumes improved to 0.45mt during FY26 (FY25: 0.44mt; FY24: 
0.34mt). The company’s overall capacity utilisation increased to 39% in FY26 (FY25: 33%; FY24: 39%). Ind-Ra will continue to 
monitor sales volume for SSP, given the increase in retail prices to partially offset the rise in raw material prices. The company 
has stopped SSP production at its Jhansi, Malwan and Rajnandgoan production facilities due to increased sulphur prices and 
higher freight costs, which resulted in unfavourable landed prices of sulphur. However, Ind-Ra believes that closure of 
facilities will not impact KCFL’s overall production volumes, as production at the remaining sites can be adequately ramped 
up to maintain production volumes.  

Credit Metrics Improved during FY26:  Despite an increase in the total debt (FYE26: INR3.7 billion; FYE25: INR3.6 billion; 

FYE24: INR3.3 billion), KCFL's credit metrics improved in FY26 due to the increase in the EBITDA. The net leverage improved 

to 3.3x during FY26 (FY25: 15.8x) and the interest coverage (operating EBIDTA/gross interest expense) improved to 3.44x ( 

0.77x). In FY26, the total debt comprised long-term borrowings of INR83 million (FY25: INR167 million; FY24: 

INR243 million); working capital borrowings of INR2.7 billion (INR2.7 billion; INR2.8 billion) and letters of credit 

acceptances of INR0.6 billion (INR0.5 billion; INR0.2 billion). The total debt includes outstanding borrowings of INR0.22 

billion from related parties.  Ind-Ra believes the leverage during FY27 will remain dependent on the SSP segment’s 

profitability in an environment of high sulphur prices. Ind-Ra will continue to monitor SSP business;s EBITDA contribution in 

overall EBITDA of the company  

Regulated Nature of Fertiliser Industry: KCFL operates in a regulated industry, wherein the subsidy portion of the overall 
revenue is controlled by the government under the NBS scheme and the retail prices are market driven. Thus, KCFL’s 
operations remain exposed to the timely fixation of subsidy by the government to factor in the volatility in raw material 
prices, along with the timely release of subsidy, which impact the short-term borrowings of the company. 

Profitability Exposed to Volatility in Input Prices on account of Middle East Conflict: The EBITDA margins are susceptible to 
volatility in rock phosphate and SA prices, though SSP is a deregulated fertiliser. The company’s profitability would remain 
dependent on the subsidy announcement under the NBS scheme and the company’s ability to pass on increase in raw 
material that is not covered by increase in subsidy rates. The prices of sulphur, a key raw material in the manufacturing of 
SSP, increased substantially in FY26 and 1QFY27 due to the Middle East conflict. Ind-Ra expects SSP’s profitability to remain 
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under pressure in the near term on account of an increase in prices and uncertainty related to the availability of raw material 
on account of the ongoing Middle East conflict. 

 

 

 Liquidity  

Adequate: KCFL's liquidity is supported by an additional sanction of INR400 million under the ECLGS 5.0 scheme, which was 
received by the company during 1QFY27, and healthy EBITDA generated from SA sales. Ind-Ra understands that KCFL has 
sanctioned fund-based limits of INR2.7 billion and non-fund-based limits of INR2.6 billion. The average utilisation of the fund-
based limits was 84% during the 12 months ended June 2026, while that of the non-fund-based limits was 57% over the same 
period. The company has repayment obligations of INR71.6 million in FY27 and INR94.7 million during FY28.  Ind-Ra expects 
KCFL’s annual interest expense to remain around INR300 million for FY27; the agency believes the EBITDA earned during the 
year would be enough to meet the interest and loan repayments. Ind-Ra understands that the working capital cycle of the 
company is elongated (FY26: 244 days; FY25: 312; FY24: 404 days), given the seasonality of SSP consumption and dependence 
on subsidy for part realisation of revenue from the sales of SSP. The net working capital of the company increased to INR4,508 
million at end-1QFY27 (FY26: INR3,888 million; FY25: INR3,597 million; FY24: INR3,782 million).  

 Rating Sensitivities  

Positive: Higher-than-expected unit profitability on fertiliser business, an increase in the contribution of the fertiliser 

business to the overall profitability, and an improvement in the working capital cycle, leading to the interest coverage 

exceeding 3.5x, on a sustained basis, would be positive for the ratings. 

Negative: Lower-than-expected unit profitability on fertiliser business and /or further decline in the contribution of the 

fertiliser business to the overall profitability and/or a continued stretch in the working capital cycle, leading to the interest 

coverage reducing below 2.0x and tightening of liquidity, all on a sustained basis, could be negative for the ratings. 

 ESG Issues  

 Any Other Information  

Not applicable 

 About the Company  

Incorporated in FY82, KCFL manufactures SSP and SA, with operations in Madhya Pradesh, Uttar Pradesh, Rajasthan, 
Chhattisgarh and Gujarat. The company has an installed capacity of 11,30,000mt of SSP and 2,70,600mt of SA.  

 Key Financial Indicators  

Particulars (INR million) FY26 FY25 

Revenue 10,016 7,202 

EBITDA 1,130 231 

Total debt (including acceptances) 3,623 3,642 

Interest coverage (x) 3.44 0.8 

Net debt/EBITDA (x) 3.21 15.8 

Source: KCFL, Ind-Ra   

 

 Applicable Criteria  

• Evaluating Corporate Governance 

• Corporate Rating Methodology 

• Short-Term Ratings Criteria for Non-Financial Corporates 
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• Policy for Placing Ratings on Rating Watch 

• The Rating Process 

 Status of Non-Cooperation with Previous Rating Agency  

Not applicable 
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Bank wise Facilities Details  

 

 Complexity Level of the Instruments  

Instrument Type Complexity Indicator 

Bank loan facilities Low 

For details on the complexity level of the instruments, please visit https://www.indiaratings.co.in/complexity-indicators. 

 

 Annexure  

NA 

 Contact  

Paras Pal 

Senior Analyst 

+91 12 46687241 

Srishti Agarwal 

Analyst 

+91 124 6687263 

Media Relations  

https://www.indiaratings.co.in/complexity-indicators


RAC 

 

    
 
Ameya Bodkhe 
Marketing Manager 
+91 22 40356121 
 
SOLICITATION DISCLOSURES 

Additional information is available at www.indiaratings.co.in. The ratings above were solicited by, or on behalf of, the issuer, 

and therefore, India Ratings has been compensated for the provision of the ratings.  

 

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold 

any investment, loan or security or to undertake any investment strategy with respect to any investment, loan or security or 

any issuer. 

 
 
ABOUT INDIA RATINGS AND RESEARCH 
India Ratings and Research (Ind-Ra) is India's most respected credit rating agency committed to providing India's credit 
markets accurate, timely and prospective credit opinions. Built on a foundation of independent thinking, rigorous analytics, 
and an open and balanced approach towards credit research, Ind-Ra has grown rapidly during the past decade, gaining 
significant market presence in India's fixed income market. 
 
Ind-Ra currently maintains coverage of corporate issuers, financial institutions (including banks and insurance companies), 
finance and leasing companies, managed funds, urban local bodies and project finance companies. 
 
Headquartered in Mumbai, Ind-Ra has six branch offices located at Ahmedabad, Bengaluru, Chennai, Delhi, Hyderabad and 
Kolkata. Ind-Ra is recognised by the Securities and Exchange Board of India, the Reserve Bank of India and National Housing 
Bank. 
 
India Ratings is a 100% owned subsidiary of the Fitch Group. 
 
For more information, visit www.indiaratings.co.in. 

DISCLAIMER 
India Ratings and Research Private Limited (India Ratings) is a private limited company registered under the provisions of the 

Companies Act, 1956, having CIN U67100MH199SFTC140049, and registered office at Wockhardt Towers, 4th Floor, West 

Wing, Bandra Kurla Complex, Bandra East, Mumbai, Maharashtra, 400051, India. The contact details of India Ratings are 

Telephone No.: +91 22 4000 1700 and Fax. No.: +91 22 4000 1701. India Ratings is registered with the Securities and Exchange 

Board of India (SEBI) as a Credit Rating Agency under Section 12 of the SEBI Act, 1992, having SEBI Registration Number 

IN/CRA/002/1999. 

India Ratings and Research Private Limited (India Ratings) is a Credit Rating Agency registered with the Securities and 

Exchange Board of India (SEBI) under Section 12 of the SEBI Act, 1992. In this capacity, India Ratings undertakes ratings of 

listed and proposed to be listed instruments that fall under the regulatory oversight of SEBI. In addition, in line with 

Regulation 9(f) of the SEBI (Credit Rating Agencies) Regulation, 1999, India Ratings rates financial instruments falling under 

the purview of other financial sector regulators (FSR). Instruments which come under the purview of other FSRs do not come 

under the overall governance of SEBI. Issuers/Users/readers of this communication/report are, therefore, cautioned to know 

the risks involved in dealing in such instruments. Such instruments can carry Liquidity and Price Risk which pertains to how 

saleable a Security is in the market. If a particular Security does not have a market at the time of sale, then the Investor's 

investments may have to bear an impact depending on its exposure to that particular Security. It is not possible to predict if, 

and to what extent, a secondary market may develop in the debt securities or at what price the debt securities will trade in 

the secondary market or whether such market will be liquid or illiquid. The more limited the secondary market is, the more 

difficult it may be for holders of the debt securities to realise value for the debt securities prior to redemption of the debt 

securities. If the debt securities are unlisted, then the ability of the Investors to resell or trade them may be limited, leading 

to liquidity and price risk on the debt securities. The returns from a particular asset class may underperform returns from 

other asset classes. The changes in government policy in general and changes in taxation may impact the returns to investors. 

There can be external risks arising out of geopolitical situations which can lead to volatility in/impact the performance of the 

individual securities. Issuers/Users/readers are advised to note that SEBI’s investor protection mechanisms and SEBI’s 

grievance or dispute redressal mechanisms are not applicable to ratings assigned by India Ratings that fall under the purview 

http://www.indiaratings.co.in/
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of other FSRs. Should you have any grievance with instruments under the purview of other FSRs, please write to 

infogrp@indiaratings.co.in. For any grievance with instruments under the purview of SEBI, please write to 

investor.grievances@indiaratings.co.in. 

All credit ratings assigned by India Ratings are subject to certain limitations and disclaimers. Please read these limitations 

and disclaimers by following this link: https://www.indiaratings.co.in/rating-definitions. In addition, rating definitions and 

the terms of use of such ratings are available on the agency's public website www.indiaratings.co.in. Published ratings, 

criteria, and methodologies are available from this site at all times. India Ratings’ code of conduct, confidentiality, conflicts 

of interest, affiliate firewall, compliance, and other relevant policies and procedures are also available from the code of 

conduct section of this site. 
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