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Management Discussion  
and Analysis
[Inclusive of Smartchem Technologies Ltd. (STL) Businesses]

In FY2018, the Indian economy grew by 6.7%, as compared to 7.1% in FY2017, becoming the 
world’s fastest growing major economy. It is projected to grow at 7.4% in FY2019 and accelerate 
further to 7.8% in FY2020, as structural reforms raise potential output. According to the 
International Monetary Fund (IMF), India continues to benefit from strong private consumption 
and the gradual introduction of significant domestic reforms.

Economic Overview
Global Economy
Global growth, which at 3.1% in 2016 was the weakest since the global financial 
crisis, rose to 3.7% in 2017, its fastest pace in six years. The world economy is 
projected to grow by 3.9% in 2018 and 2019 by the World Economic Outlook, 
the strongest broad-based growth since the world economy rebounded in 2010. 
Faster growth in US, Japan and China would largely drive global growth during 
2018-19. A favourable trade and investment environment along with easing 
financial conditions will also positively impact global economic conditions.
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6.7% 
India’s Estimated GDP 
Growth in FY2018 

4.6

3.4 3.1 3.1

3.8 3.9 3.9

2.22.52.3
1.71.91.8

4.0 4.1

4.8 4.9 5.1

2014 2015 2016 2017 2018* 2019*

Global Economic Growth (In %) 

Source: World Economic Outlook, April 2018        (*Projected)

Emerging Economies World Advanced Economies

1

0

2

3

4

5

6

Indian Economy
India’s US$ 2.6 trillion economy makes it the 6th largest in the world in terms 
of nominal Gross Domestic Product (GDP). In FY2018, the economy grew  by 
6.7%, as compared to 7.1% in FY2017, becoming the world’s fastest growing 
major economy. It is projected to grow by 7.4% in FY2019 and accelerate further 
to 7.8% in FY2020, as structural reforms raise potential output. According to 
the International Monetary Fund (IMF), India continues to benefit from strong 
private consumption and the gradual introduction of significant  
domestic reforms.
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Business Overview
Crop Nutrition Business (CNB)
Industry Review
Agriculture plays a vital role in India’s economy. Over 58% of the rural 
households depend on agriculture as their principal means of livelihood. Indian 
agriculture accounts for 18% of India’s GDP and provides employment to 50% 
of the nation’s workforce. However, there is an urgent need to increase crop 
productivity per unit area to meet future production goals. Maintaining soil 
fertility is one of the pre-conditions of improving the current crop yield levels 
in India, indicating a growing demand for crop nutrition solutions. India is the 
2nd largest consumer of fertilisers in the world, next to China. Common bulk 
fertilisers in India are urea, di-ammonium phosphate (DAP), Muriate of potash 
(MOP), Single Super Phosphate (SSP) and NPK complexes containing Nitrogen 
(N), Phosphorous (P) and Potash (K) in various proportions.

In the last 4 years, sale of NP/NPK fertilisers has grown by a CAGR of 4% 
(FY2014 to FY2018) in India. Major consuming states for NP/NPK are 
Maharashtra, Karnataka, Andhra Pradesh, Telangana and Gujarat.  The core 
market of Maharashtra, has grown by a CAGR of 6%.

The factors contributing to the increase of NPK fertiliser sales are the farmers’ shift 
towards cash crops, gradual awareness of balanced dose of nutrients, availability 
of soil health reports, the market development and awareness works done by public 

190.6
Million MT
Estimated World Demand 
for Fertilisers in FY2018 
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and private industry players. Further, due to normal monsoon in FY2018, increased 
consumption of fertilisers at the farm level led to lesser inventory at the end of the 
season. Considering the prediction by the Indian Meteorological Department (IMD) 
of a normal monsoon during FY2019, the Company is projecting rise in the sale of 
NPK fertilisers and other specialty fertilisers.

Need for Value-Added Fertilisers
As the deficiency of micro-nutrients in the Indian soil rises, India’s fertiliser 
industry needs to produce value-added fertilisers, aimed towards efficient 
nutrient management, higher nutrient use efficiency and improved productivity. 
Value-added fertiliser should optimise nutrient application, maximise output, 
farmer income and minimise the negative environmental impact, making Indian 
agriculture globally competitive. It should lead to sustainable value creation for 
farmers by providing higher yields, improved quality of the output and less use 
of resources, thus giving farmers the assurance of a good output prices for  
their produce.

The market for Water Soluble Fertilisers (WSF) is growing rapidly in India, owing 
to favourable seasonal conditions, growing awareness of water management 
and increased focus of the Government to improve horticulture output. The 
estimated market for speciality nutrients during FY2017 was ` 2,500 crore, 
with half of it accounted for by WSFs. The market for speciality nutrients is 
estimated to grown by 10% in FY2018.

Government Initiatives
The Government has introduced the Direct Benefit Transfer (DBT) in fertilisers 
which will make companies eligible for Government subsidy at the retail level. 
Under DBT, the sale of subsidised fertilisers will happen through the Point of 
Sale (POS) Machines to farmers. This would help in curbing the non-agriculture 
use of subsidised fertilisers thus ensuring the appropriate use of Government 
subsidy.

Business Overview
With the commissioning of the new NPK plant last year, the total NP/NPK 
capacity has got enhanced to 9 lakh MTPA and provides an opportunity to 
manufacture multiple grades of NP/NPKs and innovative products as well. 
The Company has expressed a desire to shift from commodity products and 
focus on value-added and innovative products.  In January 2018, the Company 
introduced a fertiliser under the brand name  Mahadhan “Smartek”, which is 
the first-of-its-kind product in India. It has plans to introduce a crop-specific 
WSF grades in FY2020. To strategically support the approach of value-added 
products range; the Company has set up a marketing organisation to reach out 
to its key consumers effectively.

Expanding and Innovating
In a largely commodity environment which is predominantly dominated by 
me-too products, we are ramping up our strategies to move from product to 
solutions and from price to value. We are constantly adding value  in bulk 
fertilisers, besides redefining the portfolio mix by adding range of specialty 
fertilisers in our basket of offerings. Commercial production at the new 
NPK (nitrogen, phosphorus and potassium) plant at Taloja has trebled our 
manufacturing capacity from 3 lakh tonnes earlier to 9 lakh tonnes. The new 
plant has the capability to manufacture multiple grades of value-added and 
differentiated NPK fertilisers. It is India’s only fertiliser plant, with one-of-its-kind 
fully automated bagging facility. 

Building from Advantage and  
Critical Capabilities

In an ongoing journey to 
transform ourselves into a 
Crop Nutrient Solution provider, 
we undertook holistic  path of 
capacity and capability building 
of all the stakeholder farmers, 
dealers and inhouse team. We 
commissioned our NPK plant, 
introduced first of its kind unique 
and differentiated NPKs, offered 
holistic basket of products to our 
customers / consumers fully by 
capitalising on existing capacity, 
adding new capacities and 
expanding to new geographies 
to capitalise on market demand. 
We are the market leaders in 
speciality fertilisers and have 
introduced several new high 
quality products in the speciality 
segment. We are improving our 
channel efficiency and farmer 
connect by implementing go 
to market strategy with global 
consulting firm. We are also 
leveraging on digital technology 
and tools to connect to our 
customer for better insights of 
customer needs and acting on the 
insights to serve them better.
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In a sector that has witnessed low innovation over decade , we are carving the 
path of technology based innovative solutions to help the farmers improve their 
productivity, quality and profitability. We have gained proficiency in establishing 
ourselves better in the NPK market, expanding our portfolio of baseline products 
and manufacturing new grades of specialty and differentiated products.   

The specialised facility will add to our capability of creating crop-specific 
solutions and differentiated products, making us the leader in India in this 
segment. Crop specific grades for cotton, onion and sugarcane are aimed 
at enhancing farm productivity and supplying micro-nutrients as per crop 
requirement to establish efficacy and increase in yield per hectare. The crop 
specific plant trials are scheduled during FY2019, with full-scale commercial 
production commencing in FY2020.

Smartek
With an increasing population, as the demand for food grains is increasing 
each year, the response ratio of crops to fertilisers is constantly declining. STL 
has pioneered the manufacture of inorganic and organic nutrients in chemical 
fertilisers. ‘Smartek’ is a specialised technology for NPK that involves a unique 
coating which enhances nutrient uptake and profusely helps the root system, 
thereby increasing yield significantly. It also helps in releasing the phosphorus 
fixed in the soil, reduces nitrogen volatisation leading to increased fertiliser 
availability to the crop.

‘Smartek’ possesses the unique ability to hold water and nutrients in the soil 
particles during abnormal conditions, which it slowly releases to roots of the 
plants, as and when needed. Over the last 3 years, regular trials have been 
conducted by universities and research institutes. During the 4th quarter of 
FY2018, STL initiated 5,000-plus field demos in the states of Maharashtra, 
Gujarat and Karnataka for groundnut, sugarcane, tomato, onion, banana and 
solanaceous vegetable crops.

Specialty Fertilisers
Micro-nutrients are essential building blocks for crops. Primary, secondary 
and micro nutrients are required in balance to obtain proper growth, optimum 
yield and better quality of crops. While on one hand it is important to provide 
balanced nutrients to the crop, on the other hand, the fertiliser response ratio 
has continuously shown a decline over the last 40 years, thereby leading to 
disproportionate use of fertilisers in agriculture.

To overcome this challenge, following the principles of nutrient stewardship 
through micronutrients in addition to NPK, fertigation and foliar applications has 
evolved as the most effective method in recent times. This is being addressed 
at STL through our focused speciality fertiliser business.

The Company is one of the leading marketer in speciality fertilisers such as 
Water Soluble Fertilisers (WSFs), Chelated Micronutrient and Bentonite Sulphur, 
among others. The Speciality Fertiliser business has shown a healthy growth 
in the past 10 years.  Among the range of Specialty Fertiliser products, WSFs 
contribute a major share, and the Company prides itself in being a leader in 
the WSF domain. Considering growing demand for F&V and adoption of Drip 
irrigation systems we expect that WSF consumption will continue grow at rapid 
pace in India.

Under Direct Benefit Transfer, 
the sale of subsidised 
fertilisers will happen through 
the point of sale to farmers. 
This would help in curbing 
the non-agriculture use of 
subsidised fertilisers thus 
ensuring the appropriate use 
of Government subsidy.

Findings of Trials for ‘Smartek’:

a. Helps improve crop growth

b. Results in better root zone

c. Enables more fruits/ 
flowers per plant and more 
green leaves for better 
photosynthesis

d. Fields have increased plant 
height and tillers

e. Leads to improved yield of 
12% to 15%
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To further strengthen its offerings to the farming community, the Company 
is introducing new crop specific grades, enriched with micro nutrients. These 
grades will be unique and will focus on crop specific life cycle stage. These will 
enable the right nutrient at the right time, in line with the nutrient stewardship 
principle, leading to better crop productivity.

Sulphur is an essential nutrient for crop productivity. The Company is promoting 
Sulphur through Bentonite Sulphur (90% Sulphur). With two manufacturing 
facilities at Taloja and Panipat, it has one of the largest manufacturing capacity 
in India. The Company is a market leader in Bentonite Sulphur and strives to 
promote sulphur to crops through marketing activities and a range of products 
with micronutrients and product with fast release technology.

Improving Farmer Connectivity
We are reiterating our focus on farmers and improving connectivity with them 
to better substantiate our journey of capacity upgrade from 3 lakh tonnes 
capacity to 9 lakh tonnes. Towards this aim, we are enabling a complete over-
arching “Go to Market” model for all kinds of Push and Pull activities. This will 
result in logistics and value chain efficiency and kick-start an optimal mode of 
transport and warehousing at lower costs. We are also expanding our Market 
Development team who will be directly in touch with farmers for technical sales 
especially crop solutions. The -Market Development Officer’s (MDO) key task 
is to execute field demos with farmers so as to establish proof of concept of 
differentiated products.

Pan India Presence

Punjab

Haryana

Rajasthan

Gujarat

Uttar Pradesh

Madhya Pradesh

Chattisgarh

Telangana

Andhra Pradesh

Tamil Nadu

Karnataka

Maharashtra

Himachal Pradesh

The Company continues 
to maintain its leadership 
position in Specialty 
Fertilisers, especially in the 
category of Bensulf and 
Water Soluble Fertilisers. 
It undertook crop-specific 
initiatives in the regions with 
the maximum potential.
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Year in Brief
In FY2018, the Crop Nutrition segment contributed 29% to the Company’s 
aggregate revenues. Company earned revenues of ` 1,807 crore from the 
Crop Nutrition segment, compared to ` 1,180 crore in the previous year.  The 
year under review witnessed the Company’s continued journey into Specialty 
Fertilisers, Micro Nutrients and Water-Soluble Fertilisers. The Company 
continues to maintain its leadership position in Specialty Fertilisers, especially in 
the category of Bentonite Sulphur and Water-Soluble Fertilisers.  The company 
test marketed Smartek in core markets. It commissioned the NPK plant in 
the fourth quarter of FY2017, with a capacity of 6 lakh MTPA. We expanded 
geographically in areas having  maximum potential for our products.

New Initiatives
With an objective of developing business for new generation products that 
are innovative, differentiated with clear technological edge over competition 
and delivering more value to customers the Company has initiated setting up 
of research establishment - ARTIC (Applied Research, Training & Innovation 
Centre).

The ARTIC will develop new technologies and products that are customised 
to crops with specific deliverables. This includes innovative products for soil 
health management, precision nutrient management, post-harvest shelf life and 
delivering desired quality of end produce. The products delivered by the ARTIC 
will comprise organic, inorganic, biological and tissue culture based products as 
well as products of nanotechnology. These products will be highly customised 
to different application methods such as nutrigation, foliar spray, stem feeding, 
soil application etc. for crops grown in varied growing conditions of open fields, 
green houses and hydroponics. These products will be field evaluated for their 
bio-efficacy parameters and ability to deliver benefits to the customers, through 
scientific as well as statistical methods of evaluation.    

The ARTIC team will comprise of highly qualified and experienced scientists 
specialised in different branches of agriculture and horticulture sciences. The 
research establishment will include state-of-art laboratory with most advanced 
instruments and equipments for chemical, microbial, pesticidal analysis among 
various other analytical requirements.

Outlook
In the fertilisers segment, the next financial year will witness the continuation 
of the Company’s journey of reaching a higher level of capacity utilisation and 
benefit from the scale of operation close to 9 Lakh MTPA. It will be the first 
year when the full range of NPKs as well as differentiated NPKs will be made 
available. A full-scale launch of the differentiated NPKs is being targeted during 
Kharif 2018, supported by over 5,000 demos on farmer plots taking place in our 
core command areas of Maharashtra, Karnataka and Gujarat. Higher push for 
Bensulf from the Panipat plant will give deeper penetration for the Company in 
North India.  During the year, a large team of about 250 Market Development 
Officers are expected to create a pull for the Bulk and Speciality range of 
Mahadhan products to maintain its leadership position in these segments. 
Further these MDOs will work with influencer farmer network for creating pull 
for our products.

We continue to maintain 
our leadership position 
in Specialty Fertilisers, 
especially in the category of 
Bentonite Sulphur and Water 
Soluble Fertilisers.

`1,807
Crore
Revenue from Crop Nutrition 
Business in FY2018
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Technical Ammonium Nitrate (TAN)
Industry Review
Technical Ammonium Nitrate (TAN) is key ingredient in mining, explosives and 
pharmaceuticals and is commonly used as a raw material for the manufacture 
of all types of industrial explosives.  

India has the 5th largest coal reserves in the world and is the 4th largest coal 
producer and produced 680 million metric tonnes in FY2018. The nation ranks  
4th globally in terms of iron ore production and is the 3rd largest in steel 
production. In FY2018, the production of iron ore reached 210 million tonnes 
while the production of crude steel increased by 4.5% to 102 million metric 
tonnes, from 97 million metric tonnes in the preceding fiscal year. There is 
significant scope for new mining capacities and commercial production in coal, 
iron ore and bauxite. 

The Infrastructure sector is a key driver for the Indian economy, enjoying intense 
focus from the Government for initiating policies and ensuring time-bound 
creation of world-class infrastructure. The Government’s Bharatmala Pariyojana 
involves the construction of 38,400 kms of roads over five years, creating  
14.2 crore jobs while under the Sagarmala program, 415 projects have  
been identified. 

Technical Ammonium Nitrate 
(TAN) is key ingredient 
in mining, explosives, 
pharmaceuticals and is 
commonly used as a raw 
material for the manufacture 
of all types of industrial 
explosives.

980
Million MT
Coal Production expected 
in FY2028

India has the 5th largest coal 
reserves in the world
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According to data from the Department of Industrial Policy and Promotion 
(DIPP), the nation will be the 2nd largest cement producer in the world, with an 
installed capacity of nearly 550 million tonnes by 2025. With the Government’s 
focus on infrastructure development, India’s cement industry is projected  
to grow by 5% to 6% CAGR between FY2017 and FY2020, according to a  
report by the India Brand Equity Foundation (IBEF). Increased spending  
on infrastructure and construction is expected to fuel the demand for  
industrial explosives.

The future projections of key minerals and Infrastructure likely spend indicate a 
very strong and consistent demand for Industrial Explosives – hence Technical 
Ammonium Nitrate (TAN) in the coming 10 years.

Segment FY2017-18 FY2027-28
Coal 688 MMT* 980 MMT
Cement 297 MMT 439 MMT
Iron Ore 210 MMT 413 MMT
*Million Metric Tonnes

While Coal and Cement Industry demonstrate a steady CAGR @ 4%, Iron Ore and 
Infrastructure Segment is likely to witness a robust CAGR @ 7%. It is estimated 
that infrastructure spent would move from 5.97 lakh crore to 10 lakh crore 
plus with initiatives like ‘’Housing for All” and “Smart Cities Mission” with the 
backdrop of reducing bottlenecks and impending growth in industrial growth of 
the nation.

Steady recovery witnessed by global mining companies associated with 
commodities towards the end of FY2017 continued well in FY2018 and a 
positive outlook indicates buoyancy in the TAN Business worldwide. In addition, 
robust demand and steady prices of coal and iron ore are expected to provide a 
positive stimulus for demand in the future for countries primarily focused on the 
export of commodities such as Australia, Indonesia and South Africa. 

Business  Overview
The Company owns India’s most significant TAN complex which produces 
Ammonium Nitrate (AN) Melt, High-density AN and Low-density AN. The 
Company’s world-class range of TAN products cater to Mining, Infrastructure 
and Pharmaceutical sectors. It is the preferred partner and a critical backbone 
for the mining, infrastructure and explosives-manufacturing industries in India 
and overseas.

Today, the Company stands tall as India’s largest TAN (Solids) manufacturer and 
is also one of the world’s top 5 largest merchant TAN manufacturers. It enjoys 
a 45% market share in the segment with about 85% plus capacity utilisation. 
The Company accounts for 45% of the domestic market and 2.5% of the global 
production of TAN.  

Medical grade Ammonium Nitrate manufactured by the Company is widely used 
in manufacturing Nitrous Oxide (N2O) that is suited to anaesthetic and analgesic 
applications. The Company is gradually moving into increasing its production  
of the high-margin Low Density Ammonium Nitrate to ensure better  
quality blasting.

Robust demand and steady 
prices of coal and iron ore 
are expected to provide a 
positive stimulus for demand 
in the future for countries 
primarily focused on the 
export of commodities such 
as Australia, Indonesia and  
South Africa.

900,000
TPA 
India’s Current Demand  
for TAN
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Key Business Drivers

• Critical need for power and infrastructure drives the overall demand 
for coal, limestone and iron ore.

• India possesses globally significant mineral resources. Mining 
industry is seen growing at 5-6% per annum over the next 7-10 years.

• Growth in coal sector is expected to be 4-5% per annum for the next 
10 years, and hence, there is a need to enhance coal production to 
reduce dependence on imports.

Our Product Range

Products Channel to Market Application End use/Industry

High Density 
Ammonium 
Nitrate (HDAN)

• Explosives 
Manufacturer

Manufacturing 
Industrial 
Explosive

• Mining Industry
• Explosive Industry

• Manufacturer 
Nitrous Oxide  
(N2O)

Manufacturing 
Anaesthesia

• Pharmaceutical

Low Density  
Ammonium 
Nitrate (LDAN)

• Direct to 
Customer

• Explosives 
Manufacturer

• License Holders

To manufacture  
N2O

• Pharma Industry
• Electronic 

Industry

Ammonium 
Nitrate Melt 
(ANM)

• Explosives 
Manufacturer

Manufacturing 
Industrial 
Explosive

• Mining 
Manfrastructure

Year in Brief
In FY2018, due to a robust 24% growth in volumes, the Company could 
sustain its overall market share in the industry, and revenue increased by 9%. 
The Srikakulam plant which was shut down due to repairs and maintenance, 
commenced operations and delivered about 50% of the capacity. This resulted in 
the overall better capacity utilisation for TAN Business and improved availability 
of the product across India.

We have entered into long-term agreements with some key customers which 
offer consistency in margins for the business and at the same time consistent 
consumption at right cost for the customer. We also ensure that there is a  
constant movement of all our products once they are out of the production 
stage as a finished good, with increased emphasis on despatch through optimal 
mode either through rail or road and deliver the best of efficiency in distribution. 

We have been in TAN Business for over four decades, and we continue to 
manufacture all products according to best quality standards consistently & 
thereby enhance production volumes and improve the overall market share. Our 
strategy on value-added products is helping us increase our competencies in 
manufacturing and cater to the best of domestic and international customers 
with high-quality products in HDAN and LDAN. We utilised the services of 
international experts to develop the value-added products, understand market 
vis-à-vis value proposition gaps and facilitate market penetration and actions 
with the right Capex and Opex. Going forward, we foresee our market share 
increase in value-added product volumes beginning FY2019. 

Leveraging Leadership  
to Capture Increased  
Revenue Share

With strong brands of world-class 
quality and a well-entrenched 
distribution system, our TAN 
Business (Mining Chemicals) 
is leveraging the Government’s 
thrust on growth in mining 
industry, especially coal and 
infrastructure growth, thus 
scaling the business higher every 
financial year. The TAN Business 
continues to drive the value-added 
product strategy by ensuring 
focus on chosen markets thereby 
enhancing margins, improving 
production capacity of key 
products and ensuring value-
based pricing.

Our Services
• We can deliver essential 

distribution reach, services 
and technical knowledge 
through dedicated on the 
ground team at strategically 
placed warehouses and 
channel partners.

• We can provide services and 
the right product portfolio to 
private coal mines and non-
coal segment.

• We also offer bulk mixing 
and delivery equipment 
based trucks to offer on-the-
spot service.
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For establishing global footprint and enhancement of our export revenue, we 
augmented and strengthened our presence in the key markets of Africa and 
Asia, through better services. Our continuous aim is to enhance our export 
volumes to double over a two-year time. In the domestic market, our focus 
has been on expanding the target geographies to reach the end-users through 
a solid distribution network through the addition of new zones in Raipur, Tata 
Nagar and NCR in FY2018 followed by North-East, Salem and Rajkot in FY2019.

Exports
In FY2018, the Company reported a modest growth of 16% in exports  to East 
Africa, Middle East, West Africa, South East Asia and South Africa.

Outlook
In the mining chemicals business, the key priorities will be in driving the value-
added product strategy, with better reach and focus on key market penetration 
activities. The Company’s single-minded focus will be on achieving scale, 
leveraging the untapped potential and driving the LDAN strategy. The Company 
would endeavour to increase its capacity utilisation from 85% presently to 100% 
by FY2019. 

Coal India Limited and Singareni Collieries Company Limited are targeting to 
increase coal production and reduce wastages which would help to sustain 
growth of TAN in FY2019. This will be largely driven by the end of destocking 
cycle and substitution of coal and pet coke imports. This signals well for the 
domestic demand of TAN in FY2019. The Limestone segment, driven by demand 
for cement, is largely driven by the “Pradhan Mantri Awas Yojana” (Housing 
for All) drive and is set for modest growth of 6-7% with capacity addition and 
expansion planned in South and East India. 

The export of Iron Ore is likely to see growth with the Government abolishing 
the export duty on export of low-grade iron ore (up to 58% Fe) and additional 
incentives. With safe and reliable delivery network system in place, the Company 
continues to focus on building additional melt facilities, warehouse capacity and 
state-of-the-art compliance system to drive market leadership.

Subsidiary / Joint Ventures
Platinum Blasting Services Pty. Ltd. (PBS), a joint venture in Australia and 
a subsidiary of the Company’s wholly owned subsidiary STL, successfully 
completed its 4th year of operations. During the year, through its value-added 
blasting service offerings to the mining industry in Australia, it bagged 3 blasting 
services contracts and 4 top-up services contracts. PBS continues to drive value 
leadership position in the Australian mining industry and is well poised to  
secure further blasting contracts with medium-sized mining companies in the 
year ahead.

Our Growth Path
• Building technology 

capabilities to enhance 
technical services and 
customer value.

• Addressing the target gaps in 
global markets such as East 
Asia, Australia and Africa.

• Augmenting scale with 
capacity expansion close to 
Indian mining centres.
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Industrial Chemicals
Industry Review
The chemical industry in India is a key constituent of the country’s economy, 
accounting for 4 to 5% of its GDP. The specialty chemical market in India is 
expected to reach US$ 70 billion by 2020.The Company has a substantial stake 
in the pharma sector by virtue of multiple product offering into this segment. 
The Indian pharmaceutical industry is the 3rd largest producer in Asia and 7th 
by output in the world. It is an Active Pharmaceutical Ingredient (API) and 
formulations industry. The pharmaceutical industry is directly dependent on 
the chemical industry for production of many drugs and medicines and for the 
production of pharmaceutical formulations. With India’s pharmaceutical industry 
projected to grow to US$ 100 billion by 2025, driven by increasing consumer 
spending, rapid urbanisation and rising healthcare awareness, demand for 
ingredients and chemicals will grow. 

Domestic and External Demand Driving Growth
Total major chemicals production in India stood at 5,307 KMT in H1 of FY2018, 
compared to 5,087 KMT in H1 of FY2017, growing by 4.3%. Agrochemical 
sector is projected to grow at 7.5% per annum to reach a size of US$ 6.3 billion 
by FY2020. Favourable demographics and rising economic growth has been 
driving demand for chemicals in India, even as external demand and specialty 
chemicals also contributed strongly to industry’s growth. 

The chemical industry in 
India is a key constituent 
of the country’s economy, 
accounting for 4 to 5% of  
its GDP.
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Business Overview
The Company is one of the largest producers and importers of industrial 
chemicals in India, with Nitric Acid and Solvents being its key flagship products. 
Currently, the Company remains the only manufacturer of Iso Propyl Alcohol 
(IPA) in India, enjoying a significant leadership position with 85% market share.

The Company has a manufacturing facility at Taloja, Maharashtra, serving 
the needs of industries such as pharmaceuticals, aromatics, paints, dyes 
intermediates and pesticides. Besides manufacturing, the Company imports 
around 4,00,000 tons of solvents per annum in order to meet the needs of 
pharmaceutical and other industries. The Company has a strong distribution 
network of over 50 channel partners, and enjoys a strong and direct relationship 
with over 600 Industrial customers in India and globally.

Iso Propyl Alcohol (IPA)
The IPA market in India has been witnessing an annual growth rate of around 
8-9% for the last 5-7 years. The total demand for IPA in India was around 
1,59,000 TPA in FY2018. In India, consumption is mainly driven by the use of 
IPA as a solvent in the pharma industry, which accounts for almost 80% of 
the total demand. As market demand continues to grow, a significant portion 
of IPA demand is being met through imports, which is about 48% of the 
total IPA demand in India. The Company enjoys a leadership position with a 
manufacturing capacity of 70,000 MTPA and 100% capacity utilisation. It plans 
to set up its 2nd IPA plant at Taloja by deploying superior technologies, with a 
capacity of 1,00,000 MTPA.The Company also imports IPA and other solvents 
including Acetone, Toluene and MDC.  

Outlook
The global rise in the pharmaceutical industry is expected to drive the demand 
for IPA in the coming years. The increasing demand from various other end-use 
industries also represents the driving factor for IPA in India. Demand is expected 
to grow to 1,71,000 TPA by FY2020 and will continue to grow at a similar rate in  
the future.

Nitric Acid
Nitric acid is used in nitro aromatics, pharmaceuticals, dyes, steel rolling 
industry, defence and explosive industries. The nitro-aromatic industry in 
India is growing consistently. DFPCL is the largest manufacturer of Nitric Acid 
in Asia, having the largest integrated nitric acid plant with a manufacturing 
capacity of around 7,00,000 MT of Diluted Nitric Acid (DNA) and 1,38,600 MT 
of Concentrated Nitric Acid (CNA). Technical Ammonium Nitrate (TAN) and 
Ammonium Nitro Phosphate (ANP) consume a significant portion of nitric acid 
in-house, apart from merchant sale of CNA and DNA. 

Capacity Expansion
The Company is expanding its capacity by setting up a state-of-the-art 
manufacturing facility at Dahej with 92,400 TPA of Concentrated Nitric Acid 
(CNA) and 1,48,500 TPA of Dilute Nitric Acid (DNA). This will be the first step 
towards the development of a mega multi products site at Dahej, catering to 
rising demand of many intermediates and specialty chemical manufacturers. 
The plant is expected to commence operations towards end of 2018.

Outlook
Growth in the Nitro-aromatics industry is driving the demand for CNA. 

Favourable demographics 
and rising economic growth 
has been driving demand 
for chemicals in India, even 
as external demand and 
specialty chemicals also 
contributed strongly to 
industry’s growth.

70,000
TPA 
Manufacturing Capacity  
of Iso Propyl Alcohol

Growth Value Proposition of Indian 
Chemicals

• Critical size of domestic 
market

• Customised application 
development

• Availability of reliable and 
competitive feedstock supply

• Established process 
know-how and strong R&D 
capability
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Nitroaromatics find applications in a large variety of intermediates catering to 
the pharma, agro-chemicals, rubber chemicals and dye stuff industry, which are 
all independently displaying robust growth. On the back of expansion of Nitric 
acid capacity at Dahej, the major downstream industries have announced / 
commenced their expansion plans. The start-up of the Dahej plant will enable 
DFPCL to cater to the increasing demand and quickly ramp up the capacities 
ahead of schedule. The facility is closer to the major end-use industries and we 
will be able to ensure improved service levels and deliveries.

Liquid Carbon Dioxide (Food Grade CO2)
Liquid Carbon Dioxide (LCO2) finds application in dry ice, beverages and 
engineering industries as a shield gas for welding. With food grade certification, 
DFPCL’s LCO2 finds preference with prestigious beverage manufacturers.

Outlook
The Company has the capacity to meet the current and future demand of 
Liquid CO2 in India. It has pre-empted the growth of the industry and enhanced 
the production capacity of LCO2 over the years to 66,000 TPA at present. The 
outlook of LCO2 continues to be positive on account of sustainability of the 
application industries.

Methanol
Methanol is used in the production of Formaldehyde, Tert-amyl methyl ether 
(TAME), Methyl derivatives such as Methyl chlorides and Methyl amines, Acetic 
acid, and as solvents in pharmaceutical and paint industries. The increasing use 
of Methanol in India’s pharmaceutical sector, along with identification of novel 
end uses of methanol, has been contributing to the demand for methanol in 
India. The Company has a manufacturing capacity of 1,00,000 MT of methanol, 
which has been utilised only for a short period during the year, depending on 
favourable conditions.

Outlook
The Methanol market in India is projected to grow at a CAGR of over 7% 
between 2011-25. Our strategy is to commence the production of methanol at 
a time when the raw material pricing is favorable. However, going forward, the 
emerging application such as DME and blending in fuel may drive demand and 
result into continuity of production.

Trading Business
The Company commenced its trading business in 2012 by importing various 
solvents. It has grown rapidly to touch ` 2,000 crore in FY2018 within a short 
span of 6 years. The Company imports solvents such as Acetone, Toluene, 
IPA, Methanol, Hexane, Mixed Xylene and Phenol to cater the needs of 
pharmaceuticals, inks and coatings, paints, pesticides and the agrochemical 
industries. The Company is the key partner of solvent producers in South East 
Asia, Middle East, Europe and China for the import of these solvents in India.

Servicing Customer Needs 
We have set up dedicated storage tanks at JNPT and leased capacities for 
storage at various ports such as Hazira, Kandla, Ennore and Vizag. This adds 
to our capability to cater to a mix of customers at different locations, besides 
scaling up the Industrial Chemicals business. A key growth driver for our 
Solvents segment has been the Government’s initiative to promote the use of 
methanol blending. We are also exploring special electronic grades of IPA for 
electronic applications such as semi-conductors. 

Key Offerings 

• Solvents

• Acids

Key Products

• Iso Propyl Alcohol (IPA)

• Methanol

• Nitric Acid (NA)

• Propane

• Liquid Carbon Dioxide (CO2)

• Hydrogen (H2)

End-Users Of Industrial 
Chemical Business

• Pharmaceuticals

• Nitro Aromatics

• Paints & Coatings

• Steel

• Inks

• Explosives

• Dyes

• Agrochemicals

• Cosmetics

• Adhesives
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Year in Brief
In FY2018, the Industrial Chemicals segment contributed around 50% to the 
Company’s total revenues. It witnessed record volumes in Nitric Acid with full 
capacity utilisation in CNA. During the year, the Company dynamically migrated 
its product mix towards Concentrated Nitric Acid in line with the growth in 
major application, such as the nitroaromatics industry. In IPA, the Company 
maintained its market share in manufacturing and trading, becoming  
the key supplier to customers in various segments such as Pharma, inks and 
coatings and other derivatives. 

Future Growth Strategies
Post commissioning of new brownfield expansion of IPA, our total 
manufacturing capacity for production will shoot up drastically. We are also in 
the process of setting up an overseas office at an appropriate location, which 
will enable us to conduct the trading  business more efficiently by way of right 
sourcing and economical  shipping. The strategy will also help us expand our 
trading into the international markets.

Raw Material
The major raw materials for the Company’s manufacturing unit at Taloja are 
Natural Gas, Ammonia, Propylene, Phosphoric Acid, MOP, Sulphur and Sulphuric 
Acid.

Natural Gas
The Company had filed a case in the Hon’ble High Court of Delhi against the  
unfair, arbitrary and abrupt stoppage of domestic Natural Gas to the Company 
under a Government order. The Hon’ble High Court has given a verdict in favour  
of the Company and directed the Government to restore the supply of Natural 
Gas.As per the submissions before the Hon’ble Delhi High Court, the Inter-
Ministerial Committee has recommended supply of Pooled Gas to the NPK 
manufacturers and the proposal will require an approval from a competent 
authority. Pending restoration of domestic gas, the Company is presently 
sourcing RLNG to run its operations.

Ammonia
As compared to previous year, global ammonia prices were lower. The Company 
purchases a significant volume of Ammonia from the international merchant 
market and the current low ammonia prices are favourable for the Company. 
The Company expects no shortage of availability. Further, to strategically 
support the downstream sectors in operations, a world scale Ammonia facility 
of 1,500 TPD is being planned as a backward integration at Taloja.

Phosphoric Acid
Phosphoric Acid is a key raw material for manufacturing fertilisers. The prices 
of the raw material have come down in the current financial year and the major 
contributing factors for this include supply side pressure from additional  
capacity and a fall in international fertiliser prices. The new NPK plant at Taloja 
is designed to use multiple grades of Phosphoric Acid which would reduce its 
dependability on a single source/grades.

Propylene
During the year, Propylene prices have remained volatile. The Company has a 
long-term tieup with a local refinery. The supplies have been adequate to meet 
our requirements during the year.

Performance of Trading 
Business
Our trading business has grown 
exponentially in last 5-6 years. 
In FY2018, we touched business 
of ` 2,000 crore, growing by 80% 
over FY2017. We imported over 
4 lakh MT of various solvents 
in FY2018, growing 73% over 
FY2017.

We import various chemicals 
such as:
• Acetone
• Phenol
• Methanol
• IPA
• Toluene
• Hexane
• Mixed Xylene
• Styrene monomer
• MIBK
• Acetic acid
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Value Added Real Estate
The Value-Added Real Estate business of the Company comprises of a lifestyle 
retail centre – ‘Creaticity’ (previously Ishanya) in Pune, with around 4,00,000 
sq. ft. of retail space. Creaticity has been focused on a three-pronged category 
strategy comprising of Home and Living, F&B and Entertainment. Each of these 
“experience-led” categories are being fortified such that customers perceive true 
value and joy. A judicious mix of national and international brands in Home & 
Living are housed inside the mall. This includes world leaders, Ashley Furniture 
from North America, Gautier, Natuzzi Editions, M & D Casa Italia, King Koil, and 
India’s top home retailer, @home from Nilkamal group, Tangent, Royal Oak, The 
Home Sukh, Houslife and Studio Pepper Fry among others.
 
Creaticity hosts several casual dine and fine dine F&B offerings spread over 
50,000 sq. ft. of space and a couple of unique sports entertainment formats 
that promote the concept of group gaming. Creaticity has also undertaken an 
innovative foray into offering spaces for design institutions and co-working 
spaces. The Company is in keen and active pursuit of being recognised as 
knowledge leaders in the categories that it operates by strengthening its  
product mix backed by specialised services and curated events.

Year in Brief
In FY2018, Creaticity has actively embarked on an exciting transformation 
into a vibrant and creative living campus that offers inspiring experiences to 
its customers across the three categories of Home & Living, Food & Beverage 
and Entertainment. The objective of category leadership has been in central 
focus with introduction of several new brands, including the addition of world 
renowned furniture brands such as Natuzzi editions, Italy through the launch of 
a concept called World Homes, apart from addition of a variety of F & B outlets 
across Indian and International cuisines. This journey of transformation includes 
smart reconfiguration of the mall spaces, innovative deployment of technology 
and service design ideas, aimed at better navigation and circulation of the 
customers across the campus thereby enabling more productive and satisfied 

Creaticity has actively 
embarked on an exciting 
transformation into a 
vibrant and creative living 
campus that offers inspiring 
experiences to its customers 
across the three categories.

Home & Interior Segment

• Natuzzi editions -launch of 
World Homes 

• Royal Oak furniture

• Tree gallery

• The Mattress store

• Bubblegum furniture (for kids)

F & B Segment

• Wicked China ( formerly 
Mandarin & Mirchi)

• Good news dhaba

• Ironbar & grill

• KK Sheesha kitchen & bar

• Publiq brewhouse

• Raasta cafe

YOY average increase in area 
about 40,000 sq. ft.

24%
Growth in average YOY 
occupancy
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customers. Creaticity is heading towards optimal occupancy and improved 
yields in the ensuing year with dedicated and single-minded focus on both our 
customers and categories.

Other Significant Initiatives:
• Total Productive Maintenance (TPM): The Company is in the process of 

implementing TPM across all our manufacturing facilities. This is aimed 
towards increasing the Overall Equipment Effectiveness (OEE) and Overall 
Plant Effectiveness (OPE). The system has the potential to increase the 
efficiency, reliability and performance of all the plants.

• Process Safety Management (PSM): Process Safety Management is yet 
another process being implemented across all the facilities. This is a US-
based business tool aimed towards safety improvement. The hazardous 
nature of its Taloja plants led to the installation of this Safety  
Management tool.

• Environment-related Initiatives at Taloja (FY2018):

a. As an environmental improvement step, it has installed a Reverse 
Osmosis (RO) plant with capacity of 2,000 metric cube per day. Water 
being a key resource aimed at conservation, the plant will assist in 
water recycling before it is sent out to the effluent treatment plant.

b. A Coal Fired Boiler plant is being set up with a Steam Turbine Generator 
to generate steam. This will partly enable consumption of captive 
power for the plant and result in energy saving.

c. Initiatives to enhance green belt in and around complex.

d. System for close monitoring of effluents and emissions.

e. Plan for installing 300 KWp Solar power plant.

• Quality Improvement Initiatives:
 As part of customer quality improvement, initiatives have been taken up in 

the areas of Low Density Ammonium Nitrate, Water Soluble Fertilisers and 
Ammonium Nitophosphate Fertilisers. 

Process Safety Management 
is yet another process being 
implemented across all the 
facilities. It is a US-based 
business tool aimed towards 
safety improvement.

2,000
Metric Cube/Day
Capacity of Reverse 
Osmosis Plant
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Financial Overview 
(Consolidated)
The Company’s impetus of growth and focus on strengthening its core areas 
resulted in growth oriented performance and delivered the shareholder’s 
expectations. Our Total Income from Operations stood at ` 6,062 crore, as 
compared to ` 4,378 crore in FY2017, up 38%. 

Total Income from Crop Nutrition was ` 1,807 crore as against ` 1,180 crore 
in FY2017. Chemical segment (including Industrial Chemicals and TAN) 
registered a Total Income of ` 4,230 crore, up 33% from  ` 3,181 crore in 
FY2017. Key growth drivers behind the performance of this segment have been 
conducive market conditions, competitive raw material prices, and  good market 
realisation. Under Industrial Chemicals, the trading business witnessed a spurt 
of 76% YoY in revenue. Improved margins were recorded by IPA, and other 
traded products. The TAN segment recorded an improvement in margins owing 
to the efficiency of operations and competitive raw material prices. 

Total EBIDTA stood at ` 545 crore, compared with ` 473 crore, a rise of 15%.

Net Profit after Tax during the year stood at ` 164 crore, up by 6% compared to 
` 155 crore in FY2017. Earnings Per Share stood at ` 18.60 per share in FY2018, 
as compared with ` 17.53 per share in FY2017. Total Shareholders’ Fund 
increased to ` 2,087 crore, as on March 31, 2018, compared with ` 2,024 crore 
as on March 31, 2017. 

Revenue Mix for Key Products:

FY 17

1% Others

21% TAN

12% IPA and 
Propane

15% ANP,  
NPK & Bensulf

5% Outsourced Agro 
Speciality

28% Bulk Chemical 
Trading

9% Outsourced Bulk 
Fertilisers

9% Nitric Acid

`164
Crore
Net Profit after Tax  
in FY2018
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Production & Sales (MT):

Production Sales

FY2018 FY2017 FY2018 FY2017

Ammonia   1,12,027      66,863  -  - 

Methanol      44,418        7,092   46,652     3,911 

Iso Propyl Alcohol      72,331      72,469   74,100   71,125 

Propane      11,729      12,464   11,670  12,438 

Dilute Nitric Acid   6,11,008  5,31,752 59,315  44,935 *

Concentrated Nitric Acid   1,35,043  1,14,696 1,21,947 1,02,752 

Technical Ammonium Nitrate   4,10,355  3,48,960 4,20,721 3,39,350 

Bulk Fertilisers Traded  - - 1,21,909 1,97,212 

Nitro Phosphate Fertiliser   1,98,006  2,17,839 1,95,153 1,98,257 

NPK Fertilisers   3,66,797      35,655 3,45,817   23,387 

Bentonite Sulphur  24,678  14,692   20,762   15,872 

Liquid Carbon Dioxide      53,708      23,881    53,756   23,824 

Water Soluble Fertiliser         1,195            942         422      1,220 

Water Soluble Fertiliser 
Traded

- - 20,060 19,825

Windmill Power ('000 KWH)      15,959      16,324    14,205   15,667 

*Merchant Sale, Balance captively consumed

FY 18

2% Methanol

1% Others

17% TAN

    10% IPA and 
Propane

25% ANP,  
NPK & Bensulf

2% Outsourced  
Agro Speciality

34% Bulk Chemical 
Trading

3% Outsourced Bulk 
Fertilisers

6% Nitric Acid

`6,062
Crore
Total Income from Operations 
in FY2018
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Human Resources
As part of a change management plan to drive the business transformation 
agenda, which was kick-started in the previous year, the Company focused on 
developing a culture road-map to help drive the desired culture change in the 
organisation. Several HR initiatives were launched during the year, including the 
development of competency mapping for unique roles, governance model for 
matrix reporting lines, establishment of management committees within each of 
the business and functional units and roll-out of TPM interventions.

The year witnessed an improved focus on Leadership Development for top 
talents and the senior management employees in the Company. The flagship 
program ‘Manager as Coach 2.0’ was launched as part of which several senior 
management employees participated in the program to get themselves certified 
as coaches and are now ready to extend their coaching skills to employees 
at different levels. To ensure that managers are provided the right skills and 
competencies to hire the right fit, they were sensitised through an event-based 
behavioral interviewing skills program.

As part of the journey to usher in Digital HR, the Company launched and 
implemented a HR Technology platform ‘Success Factors’ by naming it as ‘I 
Manage’.  This automation will support the Performance Management, Learning 
and Development, Social Collaboration, Talent Review and Succession Planning 
processes in the company. This tool will also help leaders, managers and HR to 
use people analytics to drive business strategy alignment, team execution and 
maximise people performance by making data based decisions.

Internal Control Systems & their Adequacy
The Company has adequate internal control systems in place, commensurate 
with the size and industry in which it operates. The Company’s internal control 
framework supports the execution of the strategy and ensures regulatory 
compliance. The foundation for internal control is set by the risk management 
framework, financial control, internal audit and supporting policies. The 
aim of internal control framework is to assure that operations are effective 
and well aligned with the strategic goals. The internal control framework is 
intended to ensure correct, reliable, complete and timely financial reporting and 
management information, safeguard of company assets and ensure efficient 
productivity at all levels. The framework endorses ethical values, good corporate 
governance and risk management practices.

The Company has an Internal Audit department and also engages the services 
of a global big four firm to carry out internal audit, spanning all key production 
units, Projects and business functional area. The internal audit function 
independently scrutinises critical audit areas, based on audit plans that are 
approved by the Audit Committee. The plans are formulated on the basis 
of a risk evaluation exercise, to assess relatively riskier areas. Significant 
Internal Audit findings are periodically reviewed by Management and Audit 
Committee and corrective action plan suggested by them are implemented by 
the respective process owner of the business units and thereby strengthen the 
Internal Control.

The Company has also adopted Internal Financial control framework in line with 
section 134(5)(e) of Companies Act, 2013 for ensuring the orderly and efficient 
conduct of its business, including adherence to Company’s policies, safeguard 
of its assets, prevention and detection of frauds and errors, accuracy and 

The Company focused on 
developing a culture  
road-map to help drive the  
desired culture change in  
the organisation. 
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completeness of the accounting records and the timely preparation of reliable 
financial information. The effectiveness of Internal Financial controls is verified 
by independent Audit Firm and accordingly Audit reports are presented to Audit 
Committee. The Company has a SAP-based ERP system in place, which  
enables faster and informed decision-making and provides for better 
management control.

Cautionary Statement
The document contains statements about expected future events, financial 
and operating results of Deepak Fertilisers And Petrochemicals Corporation 
Limited, which are forward-looking. By their nature, forward-looking statements 
require the Company to make assumptions and are subject to inherent risks 
and uncertainties. There is significant risk that the assumptions, predictions 
and other forward-looking statements will not prove to be accurate. Readers 
are cautioned not to place undue reliance on forward-looking statements as a 
number of factors could cause assumptions, actual future results and events 
to differ materially from those expressed in the forward-looking statements. 
Accordingly, this document is subject to the disclaimer and qualified in 
its entirety by the assumptions, qualifications and risk factors referred to 
in the management’s discussion and analysis of Deepak Fertilisers And 
Petrochemicals Corporation Limited’s Annual Report, FY2018.

Our internal control 
framework is intended to 
ensure correct, reliable, 
complete and timely financial 
reporting and management 
information, safeguard of 
company assets and ensure 
efficient productivity at  
all levels. 
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