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SECTION | - GENERAL

DEFINITIONS AND ABBREVIATIONS

Unless the context otherwise indicates, requires or implies, the following terms shall have the following
meanings in this Red Herring Prospectus. References to statutes, rules, regulations, guidelines and policies will
be deemed to include all amendments and modifications notified thereto from time to time.

Company and Business Related Terms

Term

Description

“Articles” or  “Articles of
Association” or “AoA”

The Articles of Association of our Company, as amended.

“Auditor” or “Statutory Auditor”

The statutory auditors of our Company, being M/s. MM REDDY & Co., Chartered
Accountants.

“Board” or “Board of Directors” or
“our Board”

The Board of Directors of our Company, as duly constituted from time to time
including any committees thereof.

CFO Chief financial officer of our Company

Corporate Promoter Cresco Technology LLP

COO Chief operating officer of our Company

Director(s) Unless the context requires otherwise, the director(s) of our Company
Equity Shares Equity Shares of our Company of X 10 each, fully paid up

Restated Consolidated Financial
Statements

The audited consolidated financial statements of our Company, which comprises, in
each case the restated consolidated statement of assets and liabilities, the restated
consolidated statement of profit and loss, restated consolidated statement of changes in
equity and the restated consolidated statement of cash flows as at and for the nine
month period ended on December 31, 2018 and the financial year ended March 31,
2018, March 31, 2017, March 31, 2016, March 31, 2015 and March 31, 2014, and the
related notes, schedules and annexures thereto included in this Red Herring Prospectus
presented in accordance with Ind AS and Companies Act, and rules made thereunder
and restated in accordance with the SEBI ICDR Regulations and the Guidance Note on
Reports in Company Prospectuses (Revised) issued by the ICAL.

Restated Financial Statements

Together, the Restated Consolidated Financial Statements and the Restated Standalone
Financial Statements.

Restated Standalone Financial
Statements.

The audited standalone financial statements of our Company, which comprises, in
each case the restated standalone statement of assets and liabilities, the restated
standalone statement of profit and loss, restated standalone statement of changes in
equity and the restated standalone statement of cash flows as at and for the nine month
period ended on December 31, 2018 and the financial year ended March 31, 2018,
March 31, 2017, March 31, 2016, March 31, 2015 and March 31, 2014, and the related
notes, schedules and annexures thereto included in this Red Herring Prospectus
presented in accordance with Ind AS and Companies Act, and rules made thereunder
and restated in accordance with the SEBI ICDR Regulations and the Guidance Note on
Reports in Company Prospectuses (Revised) issued by the ICAI.

Group Companies/ Group Entities

The companies, firms, ventures, etc. covered under the applicable accounting standards
(i.e. Ind AS 24 issued by the Ministry of Corporate Affairs) on a consolidated basis, or
other companies as considered material by our Board, as described in the paragraph
titled “Our Promoter, Promoter Group and Group Entities” on page 237 of this Red
Herring Prospectus.

“Key Managerial Personnel” or
KMP

Key management personnel of our Company in terms of Regulation 2(1)(s) of the
SEBI ICDR Regulations and Section 2(51) of the Companies Act, 2013 and as
disclosed in the chapter titled “Our Management” on page 222 of this Red Herring
Prospectus.

“Memorandum” or “Memorandum
of Association” or “MoA”

The Memorandum of Association of our Company, as amended.

“Our Company” or “the Company”
or “K.P.R. Agrochem”

K.P.R. Agrochem Limited, a public limited company incorporated under the
Companies Act, 1956.

Promoter(s)

Papa Reddy Kovvuri, Venkata Mukunda Reddy Karri, Rajasekhar Reddy Kovvuri,
Satyanarayana Reddy Kowvuri (S/0. Veera Raghava Reddy Kovvuri), Satyanarayana
Reddy Kovvuri (S/o. Ramachandra Reddy Kovvuri) and Cresco Technology LLP.

Promoter Group

The persons and entities constituting our promoter group pursuant to Regulation 2(1)
(zb) of the SEBI ICDR Regulations.

Registered Office

The registered office of our Company located at Door No. 8-256, Tata Nagar,
Balabhadrapuram — 533 343, Andhra Pradesh, India.

Registrar of Companies/ RoC

Registrar of Companies, Andhra Pradesh located at 29-7-33, Vishnu Vardhana Rao




Term

Description

Street, Suryaraopeta, Vijayawada — 500 002, Andhra Pradesh, India.

Selling Shareholders

Naveen Reddy Tetala

Vanaja Tetala (forming part of the Promoter Group)

Venkata Dhana Reddy Karri

Venkata Dhanasekhar Reddy Karri

Mahalakshmi Kovvuri (forming part of the Promoter Group)

Sridevi Kovvuri

Basivi Reddy Gudimetla

Vijaya Bhaskara Reddy Gudimetla

Sudhakar Reddy Karri

Adi Reddy Karri

Bhaskara Raghu Rama Reddy Kovvuri

Venkata Lakshmi Sathi (forming part of the Promoter Group)

Rama Reddy Sathi

Vijaya Reddy Kovvuri (forming part of the Promoter Group)

(For details of the Equity Shares offered by the Selling Shareholders under the Offer
for Sale, please refer to chapter titled “The Issue” on page 86 of this Red Herring
Prospectus.)

Subsidiary or “SSSSPL”

Sri Sai Swarupa Seeds Private Limited, a private limited company incorporated under
the Companies Act, 1956.

“We” or “us” or “our”, the
“Issuer”

Unless the context otherwise indicates or implies, refers to K.P.R. Agrochem Limited.

Issue Related Terms

Term

Description

Allot or Allotment or Allotted

The allotment of Equity Shares pursuant to the Fresh Issue and transfer of the Equity
Shares offered by the Selling Shareholders pursuant to the Offer for Sale.

Allotment Advice

The note or advice or intimation of Allotment of the Equity Shares sent to the Bidders
except Anchor Investors who have been or are to be allotted the Equity Shares after
the Basis of Allotment has been approved by the Designated Stock Exchange.

Allottee

A successful Bidder to whom Allotment is made.

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Portion, who has
Bid for an amount of at least ¥ 100 million.

Anchor Investor Bid/ Issue Period

The day, one Working Day prior to the Bid/lssue Opening Date, on which Bids by
Anchor Investors shall be submitted and allocation to Anchor Investor shall be
completed

Anchor Investor Issue Price

The price at which Allotment will be made to Anchor Investors in terms of the Red
Herring Prospectus and Prospectus, which will be a price equal to or higher than the
Issue Price but not higher than the Cap Price. The Anchor Investor Issue Price will be
decided by our Company and the Selling Shareholders in consultation with the BRLM

Anchor Investor Portion

Up to 60% of the QIB Portion which, may be allocated by our Company and the
Selling Shareholders in consultation with the BRLM, to Anchor Investors, on a
discretionary basis. One third of the Anchor Investor Portion is reserved for domestic
Mutual Funds, subject to valid Bids being received from domestic Mutual Funds at or
above the Anchor Investor Issue Price

ASBA or Application Supported by
Blocked Amount

An application, whether physical or electronic, used by a Bidder (except Anchor
Investors), to make a Bid and authorize a SCSB to block the Bid Amount in the
specified bank account maintained with such SCSB and will include amounts blocked
by RIBs using the UPI Mechanism..

ASBA Account

Account maintained with an SCSB which may be blocked by such SCSB or the
account of the RIB blocked upon acceptance of UPI Mandate Request by RIBs using
the UPI Mechanism to the extent of the Bid Amount of the Bidder/Applicant.

ASBA Bidder

A Bidder, other than Anchor Investors in this Issue, who Bids through ASBA process.

Bankers to the Issue/Escrow
Collection Bank/ Public Issue
Account Bank

Banks which are clearing members and registered with SEBI under Securities and
Exchange Board of India (Bankers to an Offer) Regulations, 1994 as banker to an
issue with whom the Escrow Account will be opened, in this case being ICICI Bank
Limited.

Basis of Allotment

Basis on which the Equity Shares will be Allotted to successful Bidders under the
Issue and which is described in the chapter titled “Issue Procedure” on page 536 of
this Red Herring Prospectus.

Bid

An indication to make an offer during the Bidding Period by a Bidder (other than an
Anchor Investor), or on the Anchor Investor Bid/Issue Period by an Anchor Investor,
to subscribe or purchase the Equity Shares of our Company at a price within the Price




Term

Description

Band, including all revisions and modifications thereto.

Bidder Any prospective investor who makes a Bid pursuant to the terms of the Red Herring
Prospectus and the Bid-cum-Application Form, including an Anchor Investor unless
stated or implied otherwise

Bidding The process of making a Bid.

Bid Amount The highest value of optional Bids indicated in the Bid-cum-Application Form and

payable by the Bidder/ blocked in the ASBA Account on submission of a Bid in the
Issue, which shall be net of Employee Discount and Retail Discount for Eligible
Employees and Retail Individual Bidders, as applicable.

Bid cum Application Form

The form used by a Bidder(with and without the use of UPI, as may be applicable),
including an ASBA Bidder, to make a Bid and which will be considered as an
application for Allotment in terms of the Red Herring Prospectus and the Prospectus.

Bid Price

The prices indicated against each optional Bid in the Bid cum Application Form.

Bid/Issue Closing Date

Except in relation to any Bids received from the Anchor Investors, the date after
which the Designated Intermediaries will not accept any Bids, which shall be notified
in all editions of English national daily newspaper, Financial Express, all editions of
Hindi national daily newspaper, Jansatta, and Kakinada editions of Telugu daily
newspaper, Neti Andhra, (Telugu being the regional language of Andhra Pradesh,
where our Registered Office is located), each with wide circulation and in case of any
revision, the extended Bid Closing Date also to be notified on the website and
terminals of the Syndicate and SCSBs, as required under the SEBI ICDR Regulations.
Further, our Company and the Selling Shareholders, in consultation with the BRLM,
may decide to close Bidding by QIBs one day prior to the Issue Closing Date which
shall also be notified in an advertisement in same newspapers in which the Issue
Opening Date was published.

Bid/ Issue Opening Date

Except in relation to any Bids received from the Anchor Investors, the date on which
the Designated Intermediaries shall start accepting Bids, which shall be notified in all
editions of English national daily newspaper, Financial Express, all editions of Hindi
national daily newspaper, Jansatta, and Kakinada editions of Telugu daily newspaper,
Neti Andhra, (Telugu being the regional language of Andhra Pradesh, where our
Registered Office is located), each with wide circulation.

Bidding Centre/ Broker Centre

Broker centres notified by the Stock Exchanges, where Bidders can submit the Bid
cum Application Forms to a Registered Broker. The details of such Broker Centres,
along with the names and contact details of the Registered Brokers are available on
the websites of the Stock Exchanges.

Bid/ Issue Period

Except in relation to Anchor Investors, the period between the Bid/lssue Opening
Date and the Bid/lssue Closing Date (inclusive of such date and the Bid Opening
Date) during which prospective Bidders, other than Anchor Investors, can submit
their Bids, inclusive of any revision thereof. Provided however that the Bidding shall
be kept open for a minimum of three Working Days for all categories of Bidders,
other than Anchor Investors.

Our Company and the Selling Shareholders, in consultation with the BRLM, may
decide to close Bidding by QIBs one day prior to the Bid Closing Date which shall
also be notified in an advertisement in same newspapers in which the Bid Opening
Date was published.

Bid Lot

[] Equity Shares

Book Building Process/ Method

The book building route as provided under Schedule XI of the SEBI ICDR
Regulations.

Book Running Lead Manager or
BRLM

Book Running Lead Manager to this Issue, being PL Capital Markets Private Limited.

Cap Price The higher end of the Price Band, in this case being X [e], and any revisions thereof,
above which the Issue Price will not be finalized and above which no Bids will be
accepted.

Client ID Client identification number of the Bidder’s beneficiary demat account

Collecting Depository
Participant or CDP

A depository participant as defined under the Depositories Act, 1996, registered with
SEBI and who is eligible to procure Bids at the Designated CDP Locations in terms of
SEBI circular number CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015
issued by SEBI as per the list available on the websites of BSE and NSE.

Controlling Branches

Such branches of the SCSBs which co-ordinate Bids under this Issue by the ASBA
Bidders with the Registrar to the Issue and the Stock Exchanges, a list of which is
available on the website of SEBI at
http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised Intermediaries or at
such other website as may be prescribed by SEBI from time to time

Cut-Off Price

Issue Price, as finalised by our Company and the Selling Shareholders, in consultation



http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised

Term

Description

with the BRLM. Only Retail Individual Bidders and Eligible Employees are entitled
to Bid at the Cut-off Price. QIBs and Non-Institutional Bidders are not entitled to Bid
at the Cut-off Price.

Demographic Details

Details of the Bidders including the Bidder’s address, name of the Bidder’s father/
husband, investor status, occupation and bank account details and UPI ID wherever
applicable.

Depository

NSDL and CDSL or any other depository registered with the SEBI under Securities
and Exchange Board of India (Depositories and Participants) Regulations, 1996 as
amended from time to time read with the Depositories Act, 1996.

Depositories Act

The Depositories Act, 1996, as amended from time to time.

Depository Participant or DP

A depository participant registered with the SEBI under the Depositories Act.

Designated Branches

Such branches of the SCSBs, which shall collect the Bid cum Application Form from
ASBA Bidders, a list of which is available on the website of SEBI at
http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries or at
such other website as may be prescribed by SEBI from, time to time.

Designated Date

The date on which funds are transferred by the Escrow Collection Bank(s) from the
Escrow Account, or the amounts blocked by the SCSBs are transferred from the
ASBA Accounts, as the case may be, to the Public Issue Account or the Refund
Account, as appropriate, or the amount blocked by the SCSB is transferred from the
bank account of the ASBA Bidder to the Public Issue Account, as the case may be,
after the Prospectus is filed with RoC, following which the Board of Directors shall
Allot the Equity Shares to successful Bidders in the Fresh Issue and the Selling
Shareholders shall give delivery instructions for the transfer of the Equity Shares
constituting the Offer for Sale.

Designated CDP Locations

Such locations of the CDPs where Bidders can submit the ASBA Forms. The details
of such Designated CDP Locations, along with names and contact details of the CDPs
eligible to accept ASBA Forms are available on the websites of the Stock Exchanges
(www.bseindia.com and www.nseindia.com)

Designated Intermediaries

The members of the Syndicate, sub-syndicate/agents, SCSBs, Registered Brokers,
CDPs and RTAs, who are authorised to collect Bid cum Application Forms from the
Bidders, in relation to the Issue.

Designated RTA Locations

Such locations of the RTAs where Bidders can submit the ASBA Forms to RTAs.

The details of such Designated RTA Locations, along with names and contact details
of the RTAs eligible to accept ASBA Forms are available on the websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com)

Designated Stock Exchange

BSE Limited

Draft Red Herring Prospectus or
DRHP

The draft red herring prospectus dated March 23, 2018 filed with SEBI, prepared and
issued by our Company in accordance with the SEBI ICDR Regulations, which does
not contain complete particulars, including of the price at which the Equity Shares
will be Allotted and the size of the Issue, including any addenda or corrigenda thereto.

Eligible Employees

All or any of the following:

(@) a permanent and full time employee of our Company or of our Subsidiary
(excluding such employee not eligible to invest in the Issue under applicable
laws, rules, regulations and guidelines) as of the date of filing of the Red
Herring Prospectus with the RoC and who continues to be an employee of our
Company, until the submission of the Bid cum Application Form and is based,
working and present in India as on the date of submission of the Bid cum
Application Form; and

(b) a Director of our Company, whether a whole time Director or otherwise,
(excluding such Directors not eligible to invest in the Issue under applicable
laws, rules, regulations and guidelines) as of the date of filing the Red Herring
Prospectus with the RoC and who continues to be a Director of our Company
until the submission of the Bid cum Application Form and is based and
present in India as on the date of submission of the Bid cum Application
Form.

An employee of our Company, who is recruited against a regular vacancy but is on
probation as on the date of submission of the Bid cum Application Form will also be
deemed a ‘permanent and a full time employee’.

Eligible Employees may be given a discount at the discretion of our Companyand the
Selling Shareholders in consultation with the BRLM in accordance with Regulation
29 of the SEBI ICDR Regulations
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Term

Description

Employee Discount

A discount of % [e] to the Issue Price to Eligible Employees in accordance with the
SEBI ICDR Regulations

Eligible NRIs

NRIs eligible to invest under Schedule 3 and Schedule 4 of the FEMA Regulations,
from such a jurisdiction outside India where it is not unlawful to make an offer or
invitation under this Issue and in relation to whom the Red Herring Prospectus
constitutes an invitation to subscribe to or purchase the Equity Shares.

Eligible QFls

Qualified Foreign Investors from such jurisdictions outside India where it is not
unlawful to make an invitation under the Issue and in relation to whom the Red
Herring Prospectus constitutes an invitation to subscribe to or purchase the Equity
Shares issued thereby, and who have opened dematerialized accounts with SEBI
registered qualified depositary participants, and are deemed as FPIs under the SEBI
FPI Regulations

Employee Reservation Portion

Portion of the Issue being [e®] Equity Shares aggregating up to X [e] million available
for allocation to Eligible Employees, on a proportionate basis, not exceeding 5% of
our post-Issue paid-up Equity Share capital

Escrow Account(s)

‘No-lien” and ‘non-interest bearing’ account opened with the Escrow Collection
Bank(s) and in whose favour the Bidders (excluding the ASBA Bidders) will transfer
money through direct credit/NEFT/RTGS/NACH in respect of the Bid Amount when
submitting a Bid.

Escrow Agreement

An agreement dated May 20, 2019 entered among our Company, the Selling
Shareholders, the Registrar to the Issue, the Escrow Collection Bank(s), Sponsor
Bank, Refund Bank(s), and the BRLM for the collection of Bid Amounts and where
applicable, for remitting refunds, if any, to the Anchor Investor Bidders on the terms
and conditions thereof.

First Bidder

Bidder whose name appears first in the Bid cum Application Form in case of a joint
bid and whose name shall also appear as the first holder of the beneficiary account
held in joint names or any revisions thereof.

Floor Price

The lower end of the Price Band, and any revisions thereof, below which the Issue
Price will not be finalized and below which no Bids will be accepted and which shall
not be less than the face value of the Equity Shares

Fresh Issue

The issue of [e] Equity Shares aggregating up to % 2,100 million offered by our
Company for subscription pursuant to the terms of this Red Herring Prospectus

General Information
Document/GID

The General Information Document for investing in public issues prepared and issued
in accordance with the circular (CIR/CFD/DIL/12/2013) dated October 23,2013,
notified by SEBI and updated pursuant to the circular
(CIR/CFD/POLICYCELL/11/2015) dated November 10, 2015, the circular
(CIR/CFD/DIL/1/2016) dated January 1, 2016, and the circular
(SEBI/HO/CFDI/CIR/P/2016/26) dated January 21, 2016, and the circular
(SEBI/HO/CFD/DIL2/CIR/P/2018/22) dated February 15, 2018, the circular
(SEBI/HO/CFD/DIL2/CIR/P/2018/138) dated November 1, 2018 and the circular
(SEBI/HO/CFD/DIL2/CIR/P/2019/50) dated April 3, 2019 suitably modified and
included in the chapter titled “Issue Procedure” on page 536 of this Red Herring
Prospectus.

Issue

The Fresh Issue and the Offer for Sale are together referred to as the Issue.
The Issue comprises of Net Issue to the public aggregating up to X [e] million and
Employee Reservation Portion.

Issue Agreement

The agreement entered into on March 15, 2018 amongst our Company, the Selling
Shareholders and the BRLM, pursuant to which certain arrangements are agreed to in
relation to the Issue.

Issue Expenses

Expenses in connection with the Issue which (other than listing fees), will be shared
between each of the Selling Shareholders and our Company, in the proportion to the
Equity Shares offered for sale by the Selling Shareholders and issued by our
Company in the Fresh Issue

Issue Price

Final price at which Equity Shares will be Allotted in terms of the Red Herring
Prospectus.

Issue price will be determined by our Company and the Selling Shareholders in
consultation with the BRLM on the Pricing Date.

A discount of X [e] per Equity Share on the Issue Price may be offered to Retail
Individual Bidders and Eligible Employees

Issue Proceeds

The proceeds of this Issue available to our Company and the Selling Shareholders.

Listing Agreement

The listing agreement(s) to be entered into by our Company with the Stock Exchanges

Monitoring Agency

A public financial institution or one of the scheduled commercial banks appointed to
monitor the use of Issue proceeds, in terms of regulation 16(1) of SEBI ICDR




Term

Description

Regulations, being HDFC Bank Limited.

Mutual Fund Portion

[e] Equity Shares or 5% of the Net QIB Portion (excluding the Anchor Investor
Portion), available for allocation to Mutual Funds only.

Net Issue

The Issue, less the Employee Reservation Portion.

Net Proceeds

The proceeds of the Fresh Issue, less our Company’s share of the Issue related
expenses.

Net QIB Portion

QIB Portion less the Anchor Investor Portion.

Non-Institutional Bidders

All Bidders that are not Qualified Institutional Buyers or Retail Individual Bidders
and who have Bid for Equity Shares for a cumulative amount more than <
200,000.(but not including NRIs other than Eligible NRIs)

Non-Institutional Portion / Non-
Institutional Category

The portion of the Issue being not less than 35% of the Net Issue consisting of [e]
Equity Shares, available for allocation on a proportionate basis to Non-Institutional
Bidders subject to valid bids received at or above the Issue Price.

Non Syndicate Broker Centre

All the locations as mentioned by SEBI in the circular no. CIR/CFD/14/2012 dated
October 4, 2012 and consequently uploaded by Stock Exchanges on their respective
websites at www.bseindia.com and www.nseindia.com, where the Bids can be
submitted to a Non Syndicate Stock Broker.

Non Syndicate Stock Broker

A stock broker registered as a member of a Stock Exchange who has not entered into
a Sub-Syndicate Agreement with the Syndicate Member and is not a part of the
Syndicate

Non Syndicate Stock Broker
Mechanism

The process of investors applying through Non Syndicate Stock Broker at a Non
Syndicate Broker Centre pursuant to SEBI circular no. CIR/CFD/14/2012 dated
October 4, 2012.

Offer for Sale

The offer for sale of up to 12,000,000 Equity Shares by the Selling Shareholders at
the Issue Price, pursuant to the terms of this Red Herring Prospectus.

Price Band

Price Band of a minimum price of X [e] per Equity Share (Floor Price) and the
maximum price of X [e] per Equity Share (Cap Price), including any revisions
thereof. The Price Band, the Retail Discount, the Employee Discount and the
minimum Bid Lot for the Issue will be decided by our Company and the Selling
Shareholders in consultation with the BRLM and advertised, at least two (2) Working
Days prior to the Bid/Issue Opening Date, in all editions of English national daily
newspaper, Financial Express, all editions of Hindi national daily newspaper, Jansatta,
and Kakinada editions of Telugu daily newspaper, Neti Andhra, (Telugu being the
regional language of Andhra Pradesh, where our Registered Office is located), each
with wide circulation.

Pricing Date

The date on which the Issue Price is finalised by our Company and the Selling
Shareholders, in consultation with the BRLM.

Prospectus

The prospectus of our Company to be filed with the RoC for this Issue after the
Pricing Date, within the provisions of Section 26 of the Companies Act, 2013 and the
SEBI ICDR Regulations containing, inter alia, the Issue Price that is determined at
the end of the Book Building Process, the size of the Issue and certain other
information.

Public Issue Account

A ‘no-lien’ and ‘non-interest bearing” account opened with the Bankers to the Issue
by our Companyand the Selling Shareholders, under Section 40(3) of the Companies
Act, 2013 to receive money from the Escrow Accounts on the Designated Date, and
into which the funds shall be transferred by the SCSBs from the ASBA Accounts.

Qualified Foreign Investors or QFIs

A qualified foreign investor as defined in the SEBI FPI Regulations.

QIBs or Qualified Institutional
Buyers

Qualified Institutional Buyers as defined under Regulation 2(1)(zd) of the SEBI ICDR
Regulations.

QIB Portion /QIB Category

The portion of the Net Issue (including the Anchor Investor Portion) being [e] Equity
Shares which shall be available for allocation to QIBs (including the Anchor Investor
Portion).

Red Herring Prospectus or RHP

This red herring prospectus dated June 11, 2019 to be issued in accordance with
Section 32 of the Companies Act, 2013 and the SEBI ICDR Regulations, which does
not have complete particulars of the price at which the Equity Shares shall be offered
and the size of the Issue. This Red Herring Prospectus will be filed with the RoC at
least three Working Days before the Bid/ Issue Opening Date and will become the
Prospectus upon filing with the RoC after the Pricing Date.

Refund Account(s)

‘No-lien” and ‘non-interest bearing” account(s) opened by our Company, from which
refunds of the whole or part of the Bid Amount to the Anchor Investor shall be made.

Refunds through electronic transfer

of funds

Refunds through NECS, NEFT, direct credit, NACH or RTGS, as applicable.

Refund Bank

Escrow Collection Bank with whom Refund Accounts will be opened and from which
a refund of the whole or part of the Bid Amount, if any, shall be made, in this case
being, ICICI Bank Limited.
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Term

Description

Registered Brokers

Stock brokers registered with the stock exchanges having nationwide terminals, other
than the members of the Syndicateand eligible to procure Bids in terms of SEBI
circular number CIR/CFD/14/2012 dated October 4, 2012 issued by SEBI

Registrar or Registrar to the Issue

Karvy Fintech Private Limited

Registrar Agreement

The agreement dated February 23, 2018, entered into between our Company, the
Selling Shareholders and the Registrar to the Issue, in relation to the responsibilities
and obligations of the Registrar to the Issue pertaining to the Issue

Retail Discount

Discount of % [e] to the Issue Price given to Retail Individual Bidders

Retail Individual Bidders/ RIBs

Bidders other than Eligible Employees bidding in the Employee Reservation Portion,
whose Bid Amount for Equity Shares in the Issue is not more than ¥ 200,000 in any of
the Bidding options in the Issue (including HUFs applying through their karta,
Eligible NRIs and Resident Retail Individual Bidders).

Retail Portion

The portion of the Issue being not less than 40% of the Net Issue, consisting of [e]
Equity Shares, available for allocation on a proportionate basis to Retail Individual
Bidders.

Revision Form

The form used by the Bidders to modify the quantity of Equity Shares or the Bid
Amount in any of their Bid cum Application Forms or any previous Revision Form(s).
QIB Bidders and Non-Institutional Bidders are not allowed to lower their Bids (in
terms of quantity of Equity Shares or the Bid Amount) at any stage. Retail Individual
Bidders can revise their Bids during the Bid/lssue Period and withdraw their Bids
until Bid/Issue Closing Date.

RTAs / Registrar and Share
Transfer Agents

The registrar and share transfer agents registered with SEBI and eligible to procure
Bids at the Designated RTA Locations interms of SEBI circular number
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI

SEBI (Alternative Investment
Funds) Regulations/SEBI AlF
Regulations

Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012.

Self Certified Syndicate Banks or
SCSBs

The banks which are registered with SEBI under the Securities and Exchange Board
of India (Bankers to an Issue) Regulations, 1994 and offer services in relation to
ASBA a list of which is available on website of
SEBIhttps://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&i
ntmld=35 and updated from time to time

Share Escrow Account

Share escrow account opened with Karvy Stock Broking Limited, wherein the Offer
For Sale Shares are held for transfer to the allottees under this Issue.

Share Escrow Agent

Share escrow agent appointed pursuant to the Share Escrow Agreement namely Karvy
Fintech Private Limited.

Share Escrow Agreement

Agreement to be entered into between the Selling Shareholders, our Company and the
Escrow Agent in connection with the transfer of the respective portion of Offered
Shares by each of the Selling Shareholders and credit of such Equity Shares to the
demat account of the Allottees

Specified Locations

Bidding centres where the Syndicate shall accept Bid cum Application Formsfrom
ASBA Bidders, a list of which is available at the website of the
SEBI(www.sebi.gov.in) and updated from time to time

Sponsor Bank

ICICI Bank Limited, being the Banker(s) to the Issue registered with SEBI which is
appointed by our Company and Selling Shareholders to act as a conduit between the
Stock Exchanges and the NPCI in order to push the mandate collect requests and / or
payment instructions of the RIBs into the UPI, and carry out other responsibilities, in
terms of the SEBI circular bearing number SEBI/HO/CFD/DIL2/CIR/P/2018/138
dated November 1, 2018 issued by SEBI.

Stock Exchanges

BSE and NSE.

Syndicate Agreement

The agreement dated May 30, 2019 entered into amongst the members of the
Syndicate, our Company, and the Selling Shareholders in relation to the collection of
Bids in the Issue (other than Bids directly submitted to the SCSBs under the ASBA
process or to Registered Brokers at the Broker Centres)

Syndicate Member

An Intermediary registered with the SEBI to act as a syndicate member and who are
permitted to carry out activities as an underwriter, namely Prabhudas Lilladher Private
Limited

Syndicate / members of the
Syndicate

The BRLM and the Syndicate Member

Underwriters

The BRLM and the Syndicate Member.

Underwriting Agreement

The agreement to be entered into between the Underwriters, our Company, the Selling
Shareholders and the Registrar to the Issue on or after the Pricing Date, but prior to
filing the Prospectus with the RoC.

UPI

Unified payments interface which is an instant payment mechanism, developed by
NPCI
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Term

Description

UPI'ID

ID created on UPI for single-window mobile payment system developed by the NPCI.

UPI Mandate Request

A request (intimating the RIB by way of a notification on the UPI application and by
way of a SMS directing the RIB to such UPI application) to the RIB initiated by the
Sponsor Bank to authorise blocking of funds on the UPI application equivalent to Bid
Amount and subsequent debit of funds in case of Allotment.

UPI Mechanism

The bidding mechanism that may be used by a RIB to make a Bid in the Issue in
accordance with SEBI circular (SEBI/HO/CFD/DIL2/CIR/P/2018/138) dated
November 1, 2018 and the SEBI circular (SEBI/HO/CFD/DIL2/CIR/P/2019/50) dated
April 3, 2019.

UPI PIN

Password to authenticate UPI transaction.

Wilful Defaulter

A company or person, as the case may be, categorized as a wilful defaulter by any
bank or financial institution or consortium thereof, in accordance with the guidelines
on wilful defaulters issued by the RBI and includes any company whose director or
promoter is categorized as such.

Working Days

All days other than second and fourth Saturday of the month, Sunday or a public
holiday, on which commercial banks in Mumbai are open for business; provided
however, with reference to

(@) announcement of Price Band; and Bid/lssue Period, “Working Days” shall
mean all days, excluding Saturdays, Sundays and public holidays, on which
commercial banks in Mumbai are open for business; and

(b) the time period between the Bid/lssue Closing Date and the listing of the
Equity Shares on the Stock Exchanges, “Working Days” shall mean all trading
days of the Stock Exchanges, excluding Sundays and bank holidays, as per the
SEBI circular number SEBI/HO/CFD/DIL/CIR/P/2016/26 dated January 21,
2016.

Conventional and General Terms andAbbreviations/ Industry Related Terms

Abbreviation

Full Form

% or Rs. or INR or Rupees

Indian Rupees

Ac Acres

Alc Account

AGM Annual General Meeting

AIBP Accelerated Irrigation Benefit Programme

AlF Alternative Investment Funds registered pursuant to SEBI (Alternative Investment
Funds) Regulations, 2012, as amended from time to time

APIls Active pharmaceutical ingredients

AP LM Rules Andhra Pradesh Legal Metrology (Enforcement) Rules, 2011

AP Professional Tax Act and Andhra Pradesh Tax on Profession Trade, Calling and Employment Act, 1987 and

Rules Rules made thereunder

AP Shops and Establishment Act

Andhra Pradesh Shops and Establishment Act, 1988

AP VAT Act

Andhra Pradesh Value Added Tax Act, 2005

Air Act

The Air (Prevention and Control of Pollution) Act, 1981.

AS or Accounting Standards

Accounting Standards as notified under Companies (Accounting Standards) Rules,
2006

AY Assessment Year
BSE BSE Limited
BHC Benzene Hexachloride

Bihar VAT Act

Bihar Value Added Tax Act, 2005

Boilers Act and Regulations

The Boilers Act, 1923 and Indian Boilers Regulations, 1950

BMPLR

Bench Mark Prime Lending Rate.

BPC

Belarusian Potash Company

Building and Other Construction
Workers Act

Building and Other Construction Workers Regulation of Employment and Conditions
of Service Act, 1996

CAGR Compounded Annual Growth Rate
CAAQM Continuous Ambient Air Quality Monitoring
CAN Confirmation Allocation Note

CANPOTEX Canadian Potash Exporters

CAGR Compounded Annual Growth Rate

Category | AIF

AlFs who are registered as “Category | Alternative Investment Funds” under the SEBI
AIF Regulations

Category Il AIF

AlFs who are registered as “Category Il Alternative Investment Funds” under the
SEBI AIF Regulations
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Abbreviation

Full Form

Category Il AIF

AlFs who are registered as “Category IlI Alternative Investment Funds” under the
SEBI AIF Regulations

Category | FPIs

FPIs registered as “Category | FPIs under the SEBI FPI Regulations,

Category Il FPIs

FPIs registered as “Category Il FPIs under the SEBI FPI Regulations,

Category Il FPIs

FPls registered as category Il FPIs under the SEBI FPI Regulations, which shall
include all other FPIs not eligible under category I and Il foreign portfolio investors,
such as endowments, charitable societies, charitable trusts, foundations, corporate
bodies, trusts, individuals and family offices

CACP Commission for Agricultural Costs & Prices

CDSL Central Depository Services (India) Limited

CFCL Chambal Fertilisers & Chemicals Limited

CIB&RC Central Insecticides Board and Registration Committee
CIBIL Credit Information Bureau (India) Limited

CIL Coromandel International Limited

CIN Corporate Identity Number

CIS Commonwealth of Independent States

CRRI Central Rice Research Institute, Cuttack

Chennai Industrial Establishments
(N&F Holidays) Act

Chennai Industrial Establishments (National and Festival Holidays) Act, 1959

Companies Act or Act

Companies Act, 1956, as superseded and substituted by notified provisions of the
Companies Act, 2013

Competition Act Competition Act, 2002

CIF Cost, Insurance and Freight

CPI Consumer Price Index

CSO Central Statistics Office

CST Central Sales Tax Act, 1956.

DAP Diammonium phosphate

DBT Direct Benefit Transfer

DCP Di-Calcium Phosphate

DFP De Fluorinated rock Phosphates

DIN Directors Identification Number.

DIPP Department of Industrial Policy And Promotion
DME Di-methyl-Ether

DMS Dimethyl Sulphate

DP ID Depository Participant’s Identity

DSIR Department for Scientific & Industrial Research

Drugs and Cosmetics Act and
Rules

Drugs and Cosmetics Act, 1940 and Drugs and Cosmetics Rules, 1945

DuPont Du Pont De Nemours and Company

EBITDA Earnings Before Interest, Tax, Depreciation and Amortisation

EGM Extraordinary General Meeting

EM Equitable mortgage

EPS Earnings per share, which is the profit after tax for a fiscal year divided by the

weighted average of outstanding number of equity shares at the end of the fiscal year

Electricity Act and Regulations

Electricity Act, 2003 and Central Electricity Authority (Measures relating to Safety
and Electricity Supply) Regulations, 2010

Electricity Rules

Indian Electricity Rules, 1956, as amended

EPF Act Employees’ Provident Fund and Miscellaneous Provisions Act, 1952

ESI Act Employees State Insurance Corporation Act, 1948

FACT Fertilizers & Chemicals Travancore Limited

FCO Fertiliser (Control) Order, 1985

FDI Foreign Direct Investment

FEMA Foreign Exchange Management Act, 1999, together with rules and regulations framed

there under.

FEMA Regulations

Foreign Exchange Management (Transfer or Issue of Security by a Person Resident
Outside India) Regulations, 2017.

FGP

Farm Gate Price

Fll

Foreign Institutional Investors, as defined under the FIl Regulations and registered
with SEBI under applicable laws in India.

F1l Regulations

Securities and Exchange Board of India (Foreign Institutional Investors) Regulations,
1995.

FIPB

Foreign Investment Promotion Board

Fiscal or Financial Year or FY

Period of twelve months ended March 31 of that particular year, unless otherwise
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Abbreviation Full Form

stated.

Finance Act read with Service Tax  Finance Act, 1994 read with Service Tax Rules, 1994

Rules

FLC Foreign Letter of Credit

FPIs A foreign portfolio investor who has been registered pursuant to the SEBI FPI
Regulations, provided that any QFI or FIl who holds a valid certificate of registration
shall be deemed to be an FPI until the expiry of the block of three years for which fees
have been paid as per the Securities and Exchange Board of India(Foreign Institutional
Investors) Regulations, 1995

FPO's Farmer Producer Organisation

Foreign Trade Act Foreign Trade (Development and Regulation) Act, 1992

FVCI Foreign Venture Capital Investor registered under the FVCI Regulations.

FVCI Regulations

Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000.

GDP Gross Domestic Product

GFCE Government Final Consumption Expenditure
GFCF Gross Fixed Capital Formation

GM Genetically Modified

GSFC Gujarat State Fertilisers Corporation Ltd.
GST Goods and Services Tax

Gol or Government of India or
Central Government

The Government of India.

GVA Gross Value Added

HNI High Net worth Individual

HRA House Rent Allowance

HUF Hindu Undivided Family.

Haryana VAT Act Haryana Value Added Tax Act, 2003, as amended

Hazardous Waste Rules Hazardous Waste Management and Handling Rules, 2008

IARI Indian Agricultural Research Institute

ICAI The Institute of Chartered Accountants of India

ICRA ICRA Limited

IFA International Fertiliser Association

IFRS International Financial Reporting Standards.

11SS Indian Institute of Soil Science

ILC Inland Letter of Credit

Ind AS Indian Accounting Standards notified under the Companies (Indian Accounting
Standards) Rules, 2015

Indian GAAP Generally accepted accounting principles in India.

IPL Indian Potash Ltd.

IPO Initial Public Offering

IPM Integrated Pest Management

IRDA Insurance Regulatory and Development Authority.

IT Information Technology

IT Act/ Income Tax Act

Income Tax Act, 1961.

IT Department

Income Tax Department, Gol.

Jharkhand VAT Act

Jharkhand Value Added Tax Act, 2005

Karnataka Professional Tax Act

Karnataka Tax on Professions, Trades, Callings and Employments Act, 1976

Karnataka Shops and
Establishments Act

Karnataka Shops and Commercial Establishments Act, 1961

Karnataka VAT Act Karnataka Value Added Tax Act, 2003
Kerala VAT Act and Rules Kerala Value Added Tax Act, 2003 and Kerala VValue Added Tax Rules, 2005
Ltd. Limited.

LAB Linear Alkyl Benzene

LABSA Linear Alkyl Benzene Sulphonic Acid
MCLR Marginal cost of funds based lending rate
MES Methyl Ester Sulphonate

Mha Million Hectares

MMT Million Metric Ton

MRP Maximum Retail Price

MSP Minimum Support Price

Mutual Funds

Mutual funds registered with the SEBI under the Securities and Exchange Board of
India (Mutual Funds) Regulations, 1996.

MOP

Muriate of Potash
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Abbreviation

Full Form

MPC

Monetary Policy Committee

MP Shops and Establishment Act,
1958

Madhya Pradesh Shops and Establishment Act, 1958

MP VAT Act Madhya Pradesh Value Added Tax Act, 2002

MSMED Act Micro, Small & Medium Enterprises Development Act, 2006

MT Million Tones

MTPA Metric Tons Per Annum

MVAT Act Maharashtra Value Added Tax Act, 2002

NACH National Automated Clearing House

NAV Net Asset Value

NBS Nutrient Based Subsidy

NBS Policy Nutrient Based Subsidy Policy

NECS National Electronic Clearing Services

NEFT National Electronic Funds Transfer.

NFCL Nagarjuna Fertilisers & Chemicals Ltd.

NIF National Investment Fund set up by resolution no. F. No. 2/3/2005-DDII dated
November 23, 2005 of the Government of India.

No. Number.

NPK Nitrogen, Phosphorous, and Potash (Potassium)

NR or Non Resident

A person resident outside India, as defined under FEMA, including an Eligible NRI
and FII.

NRE Account Non-Resident External Account.

NRI A person resident outside India, as defined under FEMA and who is a citizen of India
or a person of Indian origin, such term as defined under the Foreign Exchange
Management (Deposit) Regulations, 2016.

NRO Account Non-Resident Ordinary Account.

NSDL National Securities Depository Limited

NSE The National Stock Exchange of India Limited

occC Open Cash Credit

p.a. Per annum.

P/E Ratio Price/Earnings Ratio

PAC Pesticides and Agrochemicals

PAN Permanent Account Number

PAT Profit After Tax

PBT Profit Before Tax

PCB Pollution Control Board.

PFCE Private Final Consumption Expenditure

Petroleum Act and Rules Petroleum Act, 1934 and Petroleum Rules, 2002

PPL Paradeep Phosphates Ltd.

Punjab VAT Act Punjab Value Added Tax Act, 2005, as amended

RBI Reserve Bank of India.

RTGS Real Time Gross Settlement

SARFAESI Securitisation and Reconstruction of Financial Assets and Enforcement of Security
Interest Act, 2002.

SBA Special Banking Arrangements

SCRA Securities Contracts (Regulation) Act, 1956.

SCRR Securities Contracts (Regulation) Rules, 1957.

SEBI Securities and Exchange Board of India constituted under the SEBI Act

SEBI Act The Securities and Exchange Board of India Act, 1992.

SEBI ICDR Regulations

The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009

SEBI ICDR Regulations 2018

The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018, as amended

SEBI Listing Regulations

The Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements), Regulations, 2015

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investments Funds) Regulations,
2012

Securities Act

U.S. Securities Act of 1933, as amended.

SICA Sick Industrial Companies (Special Provisions) Act, 1985.
Sq. ft./ Sft/ sqft Square foot

Sg. mt. Square meter.

SRR Seed Replacement Rate
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Abbreviation Full Form

SSP Single Super Phosphate

Sub-Account Sub-accounts registered with SEBI under the Securities and Exchange Board of India
(Foreign Institutional Investor) Regulations, 1995, other than sub-accounts which are
foreign corporates or foreign individuals.

Takeover Code The Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011.

TAN Tax Deduction Account Number allotted under the Income Tax Act, 1961.

TCL Tata Chemicals Limited

TCP Tri Calcium Phosphate

TDMS Technical Di-Methyl Sulphate

TDS Tax Deducted at Source

TIM Technical Indigenous Manufacturing

TL Term loan

TN VAT Act Tamil Nadu Value Added Tax Act, 2006

TN Industrial Establishment Tamil Nadu Industrial Establishment (National and Festival Holidays) Act, 1958

(N&F Holidays) Act

TP Term Premia

TPA Tons Per Annum

TPD Tons Per Day

Telangana Professional Tax Act Telangana Tax on Profession Trade, Calling and Employment Act, 1987

TRIPS Trade-Related aspects of Intellectual Property Rights

Water and Air Rules Water (Prevention and Control of Pollution) Rules, 1994 and Air (Prevention and

Control of Pollution) Rules, 1994

U.S. or US or U.S.A or United The United States of America, together with its territories and possessions.

States

US$ or USD United States Dollar, the official currency of the United States of America

VCFs Venture Capital Funds as defined and registered with SEBI under the Securities and
Exchange Board of India (Venture Capital Fund) Regulations, 1996.

Water Act The Water (Prevention and Control of Pollution) Act, 1974.

WPI Wholesale Price Index

WTO World Trade Organization

Y-O-Y Year-over-Year

The words and expressions used but not defined herein shall have the same meaning as is assigned to such terms
under the Companies Act, the SEBI Act, the SEBI ICDR Regulations, the SEBI ICDR Regulations 2018 (to the
extent applicable), the SCRA, the Depositories Act and the rules and regulations made there under.

Notwithstanding the foregoing, capitalised terms in the section titled “Main Provisions of the Articles of
Association”, on page 594 and chapers titled “Statement of Tax Benefits” and “Financial Statements” on pages
130 and 256, respectively of this Red Herring Prospectus, shall have the meanings given to such terms in such
section and chapters.
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PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA

This Red Herring Prospectus has been prepared in accordance with provisions and disclosure requirements of
the SEBI ICDR Regulations except that the issue procedure includingin relation to Bid/Issue Period, submission
of Bid Cum Application Forms, Payment of Bid Amount, Allocation, Allotment, Refund of Bid Amount, if any
and listing of the Equity Shares as described in the section “Issue Procedure” on page 536 of this Red Herring
Prospectus including “Part B- General Information Document for Investing in Public Issues” (each read with
“Definition and Abbreviations” on page 3 of this Red Herring Prospectus) has been prepared in accordance
with SEBI ICDR Regulations, 2018. Further, the disclosure of financial data in this Red Herring Prospectus is
in compliance with the SEBI circular (SEBI/HO/CFD/DIL/CIR/P/2016/47) dated March 31, 2016.

Certain Conventions

All references to “India” contained in this Red Herring Prospectus are to the Republic of India. In this Red
Herring Prospectus, unless otherwise stated, our Company has presented numerical information in “million”
units. One million represents 1,000,000.

Financial Data

Unless stated otherwise the financial data in this Red Herring Prospectus is derived from our consolidated and
standalone restated financial statements of our Company as at and for the Fiscals 2014, 2015, 2016, 2017, 2018
and nine months period ended December 31, 2018 presented in accordance with Ind AS, the Companies Act,
2013 or the Companies Act, 1956, as applicable, and restated in accordance with the SEBI ICDR Regulations
and the Guidance Note on Reports in Company Prosectuses (Revised 2019) issued by ICAI, which are included
in this Red Herring Prospectus, and as set out in the section titled “Financial Information” on page 256 of this
Red Herring Prospectus. Certain other financial information pertaining to our Group Entities is derived from
their respective financial statements. Our Financial Year commences on April 1 and ends on March 31 of the
next year. Unless stated otherwise, all references to a particular Financial Year are to the 12-month period ended
on March 31 of that year.

There are significant differences between the Indian GAAP, Ind AS, the International Financial Reporting
Standards (“IFRS”) and the Generally Accepted Accounting Principles in the United States of America (“U.S.
GAAP”). The reconciliation of the financial information to IFRS or US GAAP has not been provided. Our
Company has not attempted to explain those differences or quantify their impact on the financial data included
in this Red Herring Prospectus and it is urged that you consult your own advisors regarding such differences and
their impact on our Company’s financial data. Accordingly, the degree to which the financial information
included in this Red Herring Prospectus will provide meaningful information is entirely dependent on the
reader’s level of familiarity with Indian accounting policies and practices, the Companies Act and the SEBI
ICDR Regulations. Any reliance by persons not familiar with Indian accounting policies and practices on the
financial disclosures presented in this Red Herring Prospectus should accordingly be limited.

Certain figures contained in this Red Herring Prospectus, including financial information, have been subject to
rounding adjustments. All decimals have been rounded off to two decimal points. In certain instances, (i) the
sum or percentage change of such numbers may not conform exactly to the total figure given; and (ii) the sum of
the numbers in a column or row in certain tables may not conform exactly to the total figure given for that
column or row. However, where any figures that may have been sourced from third-party industry sources are
rounded off to other than two decimal points in their respective sources, such figures appear in this Red Herring
Prospectus as rounded-off to such number of decimal points as provided in such respective sources.

Unless the context otherwise indicates, any percentage amounts, relating to the financial information of our
Company in the section titled “Risk Factors”, on page 18 and chapters titled “Our Business” and
“Management’s Discussion and Analysis of Financial Conditional and Results of Operations” on pages 180 and
410, respectively, and elsewhere in this Red Herring Prospectus have been calculated on the basis of our restated
financial statements.

Currency and Unit of presentation

All references to “Rupees” or “X” are to Indian Rupees, the currency of the Republic of India. All references to
“US$” or “U.S. Dollars” are to United States Dollars, the currency of the United States of America.
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Our Company has presented certain numerical information in this Red Herring Prospectus in “lac”, “Million”
and “crores” units. One lac represents 100,000, one million represents 1,000,000 and one crore represents
10,000,000. All the numbers in the document have been presented in million or in whole numbers where the
numbers have been too small to present in million.

Exchange Rates

This Red Herring Prospectus contains conversions of certain other currency amounts into Indian Rupees that
have been presented solely to comply with the SEBI Regulations. These conversions should not be construed as
a representation that these currency amounts could have been, or can be converted into Indian Rupees, at any
particular rate or at all.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between
the Rupee and the US$ (in Rupees per US$):

(in%)

Currency As on As on As on As on As on As on
December 31, March 31, March 31, March 31, March 31, March 31,

2018 2018 2017 2016 2015 2014

uss 69.79 65.04 64.84 66.33 62.59 60.10

Source: RBI reference rate and www.fbil.org.in
*In case of March 31st or December 31% falling on a holiday, preceding working day RBI rate available has
been taken.

Market and Industry Data

Unless stated otherwise, industry and market data used in this Red Herring Prospectus has been obtained and
derived from the report titled “Indian Fertiliser and Agri-Inputs Sector: March 2019” prepared by ICRA.

The “Indian Fertiliser and Agri-Inputs Sector: March 2019” Report has been prepared by ICRA at the request
of our Company. In relation to the “Indian Fertiliser and Agri-Inputs Sector: March 2019” Report, please see
below the disclaimer specified in their consent letter dated March 28, 2019 issued to our Company:

Industry publications generally state that information contained in those publications has been obtained from
sources believed to be reliable but that their accuracy and completeness are not guaranteed and their reliability
cannot be assured. Accordingly, no investment decision should be made on the basis of such information.
Although we believe that industry data used in this Red Herring Prospectus is reliable, it has not been
independently verified by the BRLM or our Company, the Selling Shareholders or any of their affiliates or
advisors. Such data involves risks, uncertainties and numerous assumptions and is subject to change based on
various factors, including those discussed in the section titled “Risk Factors” on page 18 of this Red Herring
Prospectus. Accordingly, investment decisions should not be based solely on such information.

Certain information in the chapters titled “Summary of Industry”, “Summary of our Business”, “Industry
Overview” and “Our Business” on pages 50, 71, 133 and 180, respectively of this Red Herring Prospectus has
been obtained from ICRA Report which has issued the following disclaimer:

“All the information contained in the Report has been obtained by ICRA from sources believed by ICRA to be
accurate and reliable. Although reasonable care has been taken to ensure that the information therein is true,
such information is provided 'as is' without any warranty of any kind, and in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. All information contained therein must be construed solely as statements of opinion and not any
recommendation for investment. ICRA shall not be liable for any losses incurred by users from any use of the
Report or its contents. Also, ICRA may provide credit rating and other permissible services to the Company at
arms-length basis, if any.”.

In accordance with the SEBI ICDR Regulations, the chapter titled “Basis for Issue Price” on page 126 of this
Red Herring Prospectus includes information relating to our peer group companies. Such information has been
derived from publicly available sources, and neither we, nor the BRLM have independently verified such
information.
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FORWARD-LOOKING STATEMENTS

This Red Herring Prospectus contains certain “forward looking statements”. All statements regarding our
expected financial condition and results of operations, business, plans and prospects are forward-looking
statements. These forward-looking statements include statements with respect to our business strategy, our
revenue and profitability, our projects and other matters discussed in this Red Herring Prospectus regarding
matters that are not historical facts. These forward looking statements can generally be identified by words or

G CEINT3 CEINT3

phrases such as “will”, “aim”, “will likely result”, “believe”, “expect”, “will continue”, “anticipate”, “estimate”,
“intend”, “plan”, “contemplate”, “seek to”, “future”, “objective”, “goal”, “project”, “should”, “will pursue” and
similar expressions or variations of such expressions. Similarly, statements that describe our objectives,
strategies, plans or goals are also forward looking statements. All forward looking statements are subject to
risks, uncertainties and assumptions about us that could cause our actual results to differ materially from those
contemplated by the relevant forward looking statement. Similarly, statements that describe our strategies,

objectives, plans or goals are also forward-looking statements.

Important factors that could cause actual results to differ materially from our expectations include, among
others:

Our ability to maintain our market position;

Significant change in the Government’s economic liberalization and deregulation policies;

Seasonal and cyclical nature of the agricultural industry and unfavourable climatic conditions;

Introduction of alternative crop protection measures such as biotechnology products, pest resistant seeds or
genetically modified crops

e  Fluctuation of price of our raw materials and our reliance on third party suppliers for our raw materials and
on the demand for our products;

The impact of climate change and other environmental factors;

Occurrence of a natural disaster like floods etc.;

Changes in the legal, regulatory and political environment in India;

Our inability to implement our expansion plans in a timely and efficient manner due to factors beyond our
control; and

e Our ability to successfully implement our strategy.

For a further discussion of factors that could cause our actual results to differ, refer to the section titled “Risk
Factors”, on page 18 and chapters titled “Our Business” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operation” on pages 180 and 410 respectively of this Red Herring
Prospectus. By their nature, certain market risk disclosures are only estimates and could be materially different
from what actually occurs in the future. As a result, actual future gains or losses could materially differ from
those that have been estimated.

Forward looking statements reflects the current views of our Company only as of the date of this Red Herring
Prospectus and are not a guarantee of future performance. Our Company shall update this Red Herring
Prospectus on annual basis from the date of filing of this Red Herring Prospectus with the RoC. Except for such
annual update, none of our Company, the Selling Shareholders, (in respect of its own information and
information relating to the respective Equity Shares being Offered for Sale by the Selling Shareholders included
in this Red Herring Prospectus), our Directors, our officers, any Underwriter, or any of their respective affiliates
or associates has any obligation to update or otherwise revise any statement reflecting circumstances arising
after the date hereof or to reflect the occurrence of underlying events, even if the underlying assumptions do not
come to fruition. Our Company, the Selling Shareholders (in respect of its own information and information
relating to the respective Equity Shares being Offered for Sale by the Selling Shareholders included in this Red
Herring Prospectus) and the BRLM will ensure that investors in India are informed of material developments
until the commencement of listing and trading of the Equity Shares pursuant to the Issue.

17



SECTION II: RISK FACTORS

An investment in Equity Shares involves a high degree of risk. You should carefully consider all the information
in this Red Herring Prospectus, including the risks and uncertainties described below, before making an
investment in our Equity Shares. The risks described below are not the only ones relevant to us or our Equity
Shares, the industry and segments in which we currently operate or propose to operate. Additional risks and
uncertainties, not presently known to us or that we currently deem immaterial may also impair our businesses,
results of operations, financial condition and cash flows. If any of the following risks, or other risks that are not
currently known or are currently deemed immaterial, actually occur, our businesses, results of operations,
financial condition and cash flows could suffer, the trading price of our Equity Shares could decline, and you
may lose all or part of your investment.

To obtain a better understanding of our business, you should read this section in conjunction with other
sectionsof this Red Herring Prospectus, including the section titled “Financial Information”, on page 256 and
chapters titled “Our Business” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” on pages 180 and 410 respectively of this Red Herring Prospectus, together with all
other financial information contained in this Red Herring Prospectus. In making an investment decision,
prospective investors must rely on their own examination of us and the terms of the Issue including the merits
and risks involved.

You should consult your tax, financial and legal advisors about the particular consequences to you of an
investment in our Equity Shares. Prospective investors should pay particular attention to the fact that our
Company is incorporated under the laws of India and is subject to a legal and regulatory environment, which
may differ in certain respects from that of other countries. This Red Herring Prospectus also contains forward-
looking statements that involve risks, assumptions, estimates and uncertainties. Our actual results could differ
materially from those anticipated in these forward-looking statements as a result of certain factors, including
the considerations described below and elsewhere in this Red Herring Prospectus. For details, see “Forward-
Looking Statements” on pagel7 of the Red Herring Prospectus.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the
financial or other implications of any of the risks described in this section. Unless the context requires
otherwise, the financial information of our Company has been derived from the Restated Financial Statements.

Internal Risk Factors

1. Our Company, Promoters, Directors are involved in certain legal proceedings. An adverse outcome in
such proceedings may have a material adverse effect on our business, results of operations and financial
condition.

We are currently involved in a number of legal proceedings. These proceedings are pending in various courts
and authorities at different levels of adjudication. The amounts claimed in these proceedings have been
disclosed to the extent ascertainable, excluding contingent liabilities but including amounts claimed jointly and
severally from us and other parties.

Mentioned below are the details of the total number of proceedings pending against and by our Company,
Promoters,Directors, Group Entities and Subsidiary as on the date of this Red Herring Prospectus along with the
amount involved, to the extent quantifiable, have been set out below:

A summary of pending legal proceedings and other material litigations involving our Company, Promoters,
Directors, Group Entities and Subsidiary is provided below:

A. Litigation against our Company, Promoters, Directors, Group Entities and Subsidiary:

(< in million approximately)

Type of proceedings Number of cases Amount to the extent ascertainable
Cases filed against our Company

Criminal cases 17 Not ascertainable
Civil cases 1 10.00
Compounding proceedings 3 Not ascertainable

Total 21 10.00
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Type of proceedings Number of cases Amount to the extent ascertainable
Cases filed against our Promoters and Directors

Criminal cases 3 38.86
Cases filed against our Group Entities

Civil Cases 3 12,970.34
Criminal Cases 2 38.86
Total 5 13,009.20
Cases filed against our Subsidiary

Criminal cases 1 Not ascertainable

B. Litigation by our Company, Promoters, Directors, Group Entities and Subsidiary:

(< in million approximately)

Type of proceedings Number of cases Amount to the extent ascertainable
Cases filed by our Company
Criminal cases 244 100.31
Civil cases 4 Not ascertainable
Total 248 100.31
Cases filed by our Promoters and Directors

NIL
Cases filed by our Group Entities

NIL
Cases filed by our Subsidiary
Criminal cases 6 2.70

C. Tax Litigation involving our Company, Promoters, Directors, Group Entities and Subsidiary:

i. Direct Tax proceedings

(< in million approximately)

Period Pending before Number of Amount to the extent
cases ascertainable
Our Company
AY 2012-13 Commissioner of Income Tax (Appeals) 1 1.33
AY 2013-14 Commissioner of Income Tax (Appeals) 1 12.72
AY 2014-15 Commissioner of Income Tax (Appeals) 1 48.13
AY 2015-16 Commissioner of Income Tax (Appeals) 1 62.78
Total 4 124.96
Our Promoters and Directors
NIL
Our Group Entities
NIL
Our Subsidiary
NIL
ii. Indirect Tax proceedings
(< in million approximately)
Type of Period Pending before Number  Amount to
proceedings of cases the extent
ascertainable
Our Company
Sales Tax Fiscal 2012-13 and Fiscal 2013-14 ~ Commissioner of 1 1.55
commercial tax
Odisha, Cuttack
Total 1 1.55
Central Excise
Cenvat on Capital October, 2008 to April 2010 CESTAT, Bangalore 1 6.48

Goods
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Type of
proceedings

Period

Pending before

Amount to
the extent
ascertainable

Cenvat on Capital 2009 to 2011 CESTAT, Bangalore 1 0.28
Goods
Cenvat on Capital July, 2009 to April, 2012 Customs ,Central 1 0.45
Goods Excise & Service Tax

(Appeals),

Visakhapatnam
Misclassification of October 2009 to January, 2011 CESTAT, Bangalore 1 20.57
DCP
Misclassification of CESTAT, Bangalore 1 19.70
DCP February, 2011 to January, 2012
Misclassification of CESTAT, Bangalore 1 23.16
DCP February, 2012 to October, 2012
Misclassification of CESTAT, Bangalore 1 22.83
DCP November, 2012 to April, 2013
Misclassification of CESTAT, Bangalore 1 21.67
DCP May, 2013 to October, 2013
Misclassification of November, 2013 to September, CESTAT, Hyderabad 1 40.23
DCP 2014
Duty on April, 2007 to January, 2011 CESTAT, Bangalore 1 12.35
Micronutrients
Duty on February, 2011 to January, 2012 Customs ,Central 1 2.45
Micronutrients Excise & Service Tax

(Appeals),

Visakhapatnam
Duty on February, 2012 to January, 2013 Customs ,Central 1 1.94
Micronutrients Excise & Service Tax

(Appeals),

Visakhapatnam
Duty on February, 2013 to October, 2013 CESTAT, Bangalore 1 0.67
Micronutrients
Duty on November, 2013 to September, CESTAT, Hyderabad 1 0.53
Micronutrients 2014
Duty on November, 2012 to June, 2017 CESTAT, 1 12.36
Micronutrients Visakhapatnam
Misclassification of April, 2010 to February, 2011 CESTAT, 1 2.60
Bio-Fertilisers Visakhapatnam
Misclassification of March, 2011 to February, 2012 Customs ,Central 1 4.38
Bio-Fertilisers Excise & Service Tax

(Appeals),

Visakhapatnam
Misclassification of March 2012 to February 2013 Commisioner of 1 3.71
Bio-Fertilisers Central

Excise,Customs &

Service

Tax,Visakhapatnam-

]
Misclassification of March, 2013 to October, 2013 Commisioner of 1 1.96
Bio-Fertilisers Central

Excise,Customs &

Service

Tax,Visakhapatnam-

I
Misclassification of November, 2013 to September, Commisioner of 1 2.27
Bio-Fertilisers 2014 Central

Excise,Customs &
Service
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Type of Period Pending before Number  Amount to
proceedings of cases the extent
ascertainable

Tax,Visakhapatnam-
I

Misclassification of October, 2014 to August, 2015 Commisioner of 1 4.39
Bio-Fertilisers Central Excise&

Service Tax,

Kakinada
Misclassification of September, 2015 to June, 2017 Principal 1 16.15
Bio-Fertilisers Commissioner of

Customs and Central
Tax, Vishakhapatnam

Misclassification of November, 2012 to June, 2017 Principal 1 22.07
Bio-Fertilisers Commissioner of
Central Tax,
Vishakhapatnam
Total 23 243.17
TOTAL 24 244.72
Our Group Entities
NIL
Our Subsidiary
NIL

There can be no assurance that these legal proceedings will be decided in our favour and consequently it may
divert the attention of our management and Promoters which may lead us to incur significant expenses in such
proceedings. Further, we may have to make provisions in our financial statements, which could increase our
expenses and liabilities and any adverse judgment in some of these proceedings could have an adverse impact
on our business, financial condition and results of operations. For details in relation to certain material
litigations, refer to the chapter titled “Outstanding Litigations and Material Developments” on page 434 of this
Red Herring Prospectus.

2. Our Company has sought compounding of certain offences under provisions of the Companies Act.
While our Company has filed the aforesaid compounding applications, the concerned authorities may
not accept our application to compound the offence, may levy applicable penalty and also initiate other
appropriate actions under the Companies Act.

We have filed compounding applications before the Regional Director South East, Hyderabad and National
Company Law Tribunal, Hyderabad, under Section 621A of the Companies Act in connection with
compounding of the following irregularity/ default under the Companies Act:

Sr.  Violation of which the application was made Period Forum
No.
1. Contravention of sub section 2A of section 205 of the Fiscal 2011 - Regional Director
Companies Act, 1956 for payment of dividend exceeding 2012 South East, Hyderabad

10% without transferring a percentage of its profit. Our
Company has declared dividend of 25.00% aggregating to
¥ 35.61 million without transferring the amount to reserve.

2. Contravention of sub section 2A of section 205 of the Fiscal 2012 - Regional Director
Companies Act, 1956 for payment of dividend exceeding 2013 South East, Hyderabad
7.50% without transferring a percentage of its profit. Our
Company has declared dividend of 20.00% aggregating to
% 28.49 million without transferring the amount to reserve.

3. Contravention of section 292A of the Companies Act, 2008 t0 2015  National Company Law
1956 for composition of Audit Committee. Tribunal, Hyderabad

Our Company has sought to address abovementioned non-compliance of the Companies Act by filing the
aforesaid compounding applications. However, our compounding applications are pending before the Regional
Director South East and National Company Law Tribunal at Hyderabad respectively. The National Company
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Law Tribunal, Hyderabad and Regional Director South East, Hyderabad may not accept our application to
compound the offence and/or may levy applicable penalty and may also initiate other appropriate actions under
the Companies Act. Any subsisting non — compliances by our Company may individually, or in the aggregate,
have a material adverse effect on our business, financial condition or results of operations. For details in relation
to certain material litigations, refer to the chapter titled “Outstanding Litigations and Material Developments”
on page 434 of this Red Herring Prospectus.

3. Agrochemical business is subject to extensive regulations, environmental and health and safety laws and
regulations, which may subject us to increased compliance costs. In the past, the relevant authorities
have imposed certain fines on the Company and/or Company has paid compounding fees due to
inspection of regulatory authorities and towards settling of deficiencies in our products. If we fail to
comply with the regulations prescribed by the authorities of the jurisdictions in which we operate, our
business, results of operations, cash flows and financial condition could be adversely affected.

We operate in a highly regulated industry and our operations are subject to extensive regulation in which we do
business. We are required to obtain specific registration for our products from the authorities in each jurisdiction
in which we manufacture our products and the procedural and regulatory requirements to obtain such
registrations differ in each jurisdiction. The business of our Company is subject to compliance of various
regulations including but not limited to the Fertilizer (Control) Order, 1985, the Insecticides Act, 1968 and
Insecticides Rules, 1971, the Drugs and Cosmetics Act, 1940 and Drugs and Cosmetics Rules, 1945, the
Essential Commaodities Act, 1955, the Seeds (Control) Order, 1983, the Seeds Act, 1966, the Seeds Rules, 1968,
etc. Most of the applicable regulations are stringent and they may continue to be stricter in the future.
Applicable regulations have become increasingly stringent, a trend which may continue in the future. For
example, certificate of registration of insecticides is subject to strict compliance of various provisions of the
Insecticides Act, 1968, and the Insecticides Rules, 1971 framed thereunder and amendments, bylaws,
notifications, issued from time to time. Further, in the past, the government had banned the use of certain
insecticides and pesticides as these being harmful to the human life as well as not sustainable environmentally
and in-viable economically. Although such products did not have a significant contribution to our revenue from
operations, there can be no assurance that the Government may not from time to time ban the manufacture, trade
or use of such insecticide and pesticide products which may have an adverse effect on the results of our
operations.

The Department of Agriculture, for the respective states where we have our manufacturing units, have
conducted inspections of the manufacturing units of our Company on regular intervals under the Insecticides
Act, 1968, Fertilizer (Control) Order, 1985, Legal Metrology Act, 2009, Legal Metrology (Packaged
Commodities) Rules, 2011 and has performed regular tests of the Company’s products.

In the past five years pursuant to the inspections carried out by the respective authorities, certain deficiencies in
the products of the Company have been noticed such as net content not declared on the package and retail sale
price and month and year are not legible; short weighment; non-declaration of minimum retail price and month
& year of manufacturing and retail price on the products; non Declaration of name & address of the
manufacturer; non declaration of customer care number on the product; error in net quantity of the products as
declared on the packages. For such deficiencies, the relevant authorities have imposed certain fines on the
Company and/or Company has paid compounding fees towards settling of such deficiencies. Our Company has
paid total fine and compounding fees aggregating to X 0.70 million during the Fiscal 2015, 2016, 2017, 2018
and 2019 for such deficiencies and non-compliances of strict compliance of the abovementioned regulations.

For details relating to pending legal proceedings involving findings and the subsequent action taken by any
government authority against our Company, please refer to the chapter titled “Outstanding Litigations and
Material Developments” on page 434 of this Red Herring Prospectus. Any violation of the conditions of the
registrations will attract the penal provisions under the Insecticides Act, 1968, apart from suspension, revocation
and cancellation of registration. The penalties for non-compliance with these regulations can be severe,
including the revocation or suspension of our business licence, imposition of fines and criminal sanctions in
those jurisdictions.

As of December 31, 2018, we had 156 registrations for our pesticides formulation with the CIB from
Commissioner and Director of Agriculture, Andhra Pradesh. We have, in the past, and will, in the future,
continue to focus on seeking registrations for formulations. The legal and procedural requirements for seeking
registration are fairly complex, stringent and time consuming. The quality of formulations is open to verification
by the regulatory agencies in India. These regulatory agencies carry out quality inspections of formulations.
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Further, price of the fertilisers is regulated by the Government of India. Our growth fluctuates due to a change in
the policy of the Government of India — NBS Policy; under which our Company was allowed to sell fertilizers at
price determined by the Government of India. Any adverse changes in the NBS Policy by the Government of
India may have an adverse effect on our profitability and financial condition of our Company.

We also require environmental clearances and other approvals including under the Factories Act, 1948, Water
Act and the Air Act for setting up and commencing operations. There can be no assurance that these approvals
will be obtained within the scheduled time anticipated by us, or at all. Any delay or inability in obtaining these
approvals could have a material adverse effect on our proposed strategies and business prospects.

4. In the past, certain survey operations were carried out by the Income Tax Department under section
133A of the IT Act against our Company, pursuant to which, certain appeals are pending before the
Commissioner of Income Tax (A)-2, Visakhapatnam. Any adverse determination by the tax authorities in
this matter could increase our tax liability.

Survey operations were carried out by the Income Tax Department on March 19, 2015, at various premises of
our Company, under section 133A of the IT Act with respect to assessment years 2009-2010 to 2014 — 2015.
During the course of the survey operations, the income tax authorities impounded the books of accounts and
documents and stock inventories and other items. Our Company has filed a revised return for the assessment
years 2009-2010 to 2012 — 2013 under section 143(3) read with section 147 of the IT Act, with the additional
tax liability of ¥ 48.94 million. Our Company has discharged its entire liability by paying the additional liability
in various instalments.

Further, for assessment years 2013-14 and 2014-15, an additional demand of ¥ 12.72 million and ¥ 48.13
million respectively was raised by way of disallowance of depreciation, exemption under section 80IA and
addition under section 14A of the IT Act. Our Company has discharged its entire liability by paying the
additional demand in various instalments. However, our Company has also filed an appeal before the CIT (A)-2,
Vishakhapatnam against the above disallowances and additions made for the assessment years 2013-14 and
2014-15. There can be no assurance that the appeal filed by our Company will be decided in its favour and
hence there can be no assurance that no penalty will be imposed by the Tax authorities. Any adverse
determination in such proceedings may have a material adverse effect on our financial condition and cash flows.
For details, please see chaptertitled “Outstanding Litigations and Material Developments” on page 434 of this
Red Herring Prospectus.

5. We have high working capital requirements and if we are unable to secure financing for our working
capital requirements, there may be an adverse effect on our business, growth prospects and results of
operations.

Our business requires a significant infusion of working capital. In certain cases, significant amounts of working
capital are required to finance the purchase of raw materials, the operation of our manufacturing facility, selling
and distribution and other works before payments are received from our customers. All of these factors may
result in an increase in our working capital needs. As on December 31, 2018, our Company’s outstanding
borrowing (on consolidated basis) is ¥ 4,737.71 million, comprising of fund based borrowing of X 3,181.91
million, non-fund based borrowing of % 1,483.26 million, vehicle loans of X 3.05 million and unsecured loans of
%69.49 million.

Our accounts receivable collection cycle is relatively long as a result of the nature of our business and
operations, which makes our business susceptible to market downturns and client credit risk. Our average
collection period for the Fiscal 2018, Fiscal 2017 and Fiscal 2016 are 162 days, 154 days and 161 days
respectively on a consolidated restated basis. This may also affect our profitability and liquidity and decrease the
capital resources that are otherwise available for other uses including payables to our suppliers, which may
further result in reduced availability of raw materials and/or increased raw material costs. Additionally, the
failure of our clients to make timely payments could require us to write off accounts and make provisions
against receivables or increase our working capital requirements, which could have a material adverse effect on
our business growth and prospects, financial condition and results of operations. Further, if we are unable to
provide sufficient collateral to secure the working capital facilities obtained by our Company, we may not be
able to obtain the working capital facilities which may affect our business and growth prospects.

6. Any defect in our products, may result in our manufacturing license being withdrawn and we could
become liable to customers, suffer adverse publicity and incur substantial costs which in turn could
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adversely affect the value of our brand, and our sales could diminish if we are associated with negative
publicity. Further any alleged claims relating defect in our products could materially and adversely
affect our business, financial conditions and results of operations.

Any defect in our products could result in withdrawal of our license for manufacturing, storing and selling the
products. Further, deficiency in our products could result in a claim against us for damages, regardless of our
responsibility for such a failure or defect. We currently carry no products liability insurance with respect to our
products. Although we attempt to maintain quality standards and accredited with International Quality Standards
such as I1SO 9001:2015, OHSAS 18001:2007, EMS 14001:2015 and licenses as per IS 5470:2002 and
1S1664:2002, we cannot assure that all our products would be of uniform quality. Any defect in our products
and claims by our customers against our products could adversely affect the value of our brand, and our sales
could diminish. Further, our business is dependent on trust our customers have in the quality of our products.
Any negative publicity regarding our Company, brand, or products, including those arising from a drop in
quality of merchandise from our vendors, mishaps resulting from the use of our products, or any other
unforeseen events could affect our reputation and our results from operations. In the event the products sold by
us are defective or substandard for any reason, including due to human errors at any stage of manufacturing, our
clients may pursue claims or actions against us, which if ruled against us could materially and adversely affect
our business, financial conditions and results of operations.

7.  We are subject to strict quality requirements, regular inspections and audits, and any failure to comply
with quality standards may lead to cancellation of existing and future orders and could negatively impact
our reputation and our business and results of operations and prospects.

We are into manufacturing of a wide array of crop yield enhancing and protection products spanning across crop
protection, crop nutrients, seeds, veterinary feed supplements, sulphuric acid and sulphuric acid based products.
Quality of our products is very important for our customers and the sector in which we operate. Our product
goes through various quality checks at various stages including random sampling check and quality check by
internal and external agencies. We supply NPK mixtures, SSP, DCP for animal feed and pharma, wide variety
of pesticides which have different product specifications. Our manufacturing facilities are EMS 14001:2015,
OHSAS 18001:2007 and ISO 9001:2015 certified for the manufacture and supply of pesticides, fertilisers,
sulphuric acid, API’s and animal nutrients. Further, our manufacturing facilities located at Balabhadrapuram and
Biccavolu in East Godavari district of Andhra Pradesh are IS 5470:2002 for manufacture of di calcium
phosphate animal feed grade from the Bureau of Indian Standards. Failure of our products to meet prescribed
quality standards may result in rejection and reworking of product. This may lead to cancellation of our
approvals for manufacturing these products and resultantly cancellation of purchase of our products by our
customers.

On June 17, 2017 and June 20, 2017, during the inspection at our premises located at 146-R New Grain Market,
Salem Tabri, Near Jain Eye Hospital, Jalandhar Bypass, Ludhiana, the Insecticide Inspectors drew 19 samples of
pesticides. The samples were sent for analysis to the Insecticides Testing Laboratory, Bathinda and Ludhiana.
As per the Analysis Reports Nos. AR No 27 dated June 20, 2017and TA No. 41 dated June 21, 2017 of ITL,
Ludhiana, 17 samples were found misbranded. Further, vide an order dated July 6, 2017 bearing memo no.
LCPP/ADO-17 /1481-1485 the Deputy Director Agri (“LCPP”’) cum-licensing officer, Punjab by exercising the
powers conferred under section 14(1)(b) of the Insecticides Act, 1968 and the Insecticides Rules 1971, ordered
the License to be cancelled for non-compliance with the IS Specifications with regards to products sold under
the license and for distributing and storing misbranded products, thereby being in violations of the Insecticides
Act, 1968 and Insecticides Rules, 1971. Our Company, being aggrieved by the said order dated July 6, 2017,
filed an appeal before the court of Joint Agriculture (Plant Protection), SAS Nagar, Mohali, Punjab, (Appellate
Authority) Insecticides Act, 1968. Subsequently vide an order dated February 9, 2018, the Joint Director
Agriculture permitted the sale of the pesticides contained in the said License except those products and samples
which were not found to be up to mark.

Based on such regular inspections and consequent/ adverse findings, the respective authorities have initiated
various legal proceedings against our Company in relation to the quality and specifications of some of our
products. The summary of criminal complaints filed against our Company by various State Governments and
Government Authorities for manufacturing and distributing sub-standard products and deficiency in the content
of the package of the products in Fiscals 2015, 2016, 2017, 2018 and 2019 are as follows:

Action initiated by Under the relevant statute Number of cases

The State of Karnataka Fertilizer (Control) Order, 1985 read along with the 2"
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Action initiated by Under the relevant statute Number of cases

Essential Commodities Act

The State of Andhra Pradesh Fertilizer (Control) Order, 1985 read along with the 12%
Essential Commodities Act

The State of Andhra Pradesh Legal Metrology Act, 2009 1

The State of Andhra Pradesh Insecticides Act, 1968 1"

The State of Andhra Pradesh Seeds Act, 1966 1"

The State of Telangana Fertilizer (Control) Order, 1985 read along with the 2"
Essential Commaodities Act

The State of Punjab Insecticides Rules, 1971 1

The State of Maharashtra Fertilizer (Control) Order, 1985 1

* The Company was acquitted in such cases.

# Out of the total 12 cases, the Company has been acquitted in 3 such cases and the remaining 9 are
outstanding as of March 31, 20109.

A The case is outstanding as of March 31, 2019.

While we have put in place quality control procedures, we cannot assure that our products will always be able to
satisfy our prescribed quality standards. Our quality control procedures may fail to test for all possible
conditions of use or identify all defects in the manufacturing our products. Any failure on our part to
successfully maintain quality standards for our products may affect our customer demands or preference which
may negatively affect our business. Further, we are subject to regular inspection and audit for some our products
to check if they meet the standards. If we fail to satisfy with the quality of our products in any manner, our
licenses may be terminated or the penalty may be imposed from the respective authorities. This may have an
adverse impact on our business, results of operations and prospects.

As of now, there are no instances where the Quality Certificates issued to our Company have been withdrawn or
cancelled. However, we cannot assure that such certification will not be cancelled or withdrawn.

8. Our Promoters and Directors have pecuniary or equity interests in certain of our Group Entities, which
may under their constitution be allowed to enter into similar businesses as our Company, which may
create a conflict of interest. Further, we do not enjoy contractual protection by way of a non—-compete or
other agreement or arrangement with such Group Entities.

K. P. R. Industries (India) Limited, pursuant to its Memorandum of Association is authorised to carry out
common business objects with our Company. Further, Adithya Vardhana Seeds Private Limited is also enabled
by the main object clause of its memorandum of association to carry on activities which may be similar to that
of our Subsidiary Company.

As these entities do not have any non—compete agreements in place amongst themselves, there is a conflict of
interest between our Company and the said Group Entities. For further details, please refer to the chapter titled
“Our Promoters, Promoter Group and Group Entities” on page 237 of the Red Herring Prospectus. As a result
of commonality in business between our Company and the group entities stated above, there could be
possibilities where business opportunities which could be available to us may be directed to these affiliated
companies instead. Thus, all these may be a potential source of conflict of interest for us and may have an
adverse effect on our operations.

9. We have certain contingent liabilities and our financial condition and profitability may be adversely
affected if any of these contingent liabilities materialize.

As of December 31, 2018, our contingent liabilities and commitments (to the extent not provided for) as
disclosed in the notes to our restated consolidated financial information is as follows:

(Z in million)

A. Particulars Amount

I. Unexpired guarantees issued on behalf of the company by Banks for which the 1.07
Company has provided counter guarantee

Il. Bills discounted with banks which have not matured Nil

I11.  Corporate Guarantees issued by Company on behalf of others to Commercial Nil

Banks & Financial Institutions
IV. Collateral Securities offered to Banks for the limit Sanctioned to others Nil
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A. Particulars Amount

V. Legal Undertakings given to Customs Authorities for clearing the imports Nil
VI. Claims against the company not acknowledged as debts:
i. Excise 95.04
ii. Sales Tax 1.55
iii. Service Tax Nil
iv. Income Tax 124.96
v. Civil Proceedings 10.00
vi. Company Law Matters Not ascertainable
vii.  Criminal Proceedings Not ascertainable
viii.  Others Nil
VII. Estimated amounts of contracts remaining to be executed on Capital Account Nil

and not provided for

In the event that any of our contingent liabilities become actual liabilities, our business, financial condition and
results of operations may be adversely affected. Furthermore, there can be no assurance that we will not incur
similar or increased levels of contingent liabilities in the current fiscal year or in the future.

10. We do not own our corporate logo and the trademarks for our products. We have made applications for
registration of trademarks for our products and until we receive the registration, the trademarks for our
products enjoy limited legal protection and our ability to use the trademarks and logo may be impaired.

We do not own our corporate logo By T and have obtained non-exclusive rights to use it from KPR
Foundation, a trust through a Trademark License Agreement dated September 24, 2015 for a royalty of 0.05%
of net sale of our Company per annum. KPR Foundation has filed the application for the registration of
corporate logo before Registrar of Trademarks, Chennai and the same is approved and registered as on date of
this Red Herring Prospectus. This agreement expires on September 23, 2020 and there can be no assurance that
we will be able to renew this agreement on the same terms or at all. The current trustees of KPR Foundation are
Papa Reddy Kowvvuri, Venkata Mukunda Reddy Karri and Rajasekhar Reddy Kovvuri.

Further, our Company has made 2 applications before Registrar of Trademarks, Chennai for registration of
trademarks for some of our products. We do not enjoy any statutory protection under the Trade Marks Act, 1999
for the aforesaid trademarks. Failure to protect our intellectual property rights may adversely affect our
competitive business position. Our trademark application may not be allowed or competitors may challenge the
validity or scope of our intellectual property.

While we endeavour to ensure that we comply with the intellectual property rights of others, there can be no
assurance that we will not face any intellectual property infringement claims brought by third parties that may
require us to introduce changes to our operations. Any claims of infringement, regardless of merit or resolution
of such claims, could force us to incur significant costs in responding to, defending and resolving such claims,
and may divert the efforts and attention of our management and technical personnel away from our business.
We could be required to pay third party infringement claims, alter our business methodology, obtain licenses or
cease some portions of our operations. The occurrence of any of the foregoing could result in unexpected
expenses. In addition, if we are required to cease distribution of affected formulations or active ingredients, our
revenue could be materially and adversely affected. Further, if our unregistered trademark is registered by a
third party, we may not be able to make use of such trademark in connection with our business and
consequently, we may be unable to capitalize on the brand recognition associated with our Company.
Additionally, our unregistered trademark may be used by a thirdy party without our knowledge which may
adversely affect our competitive business position. Until such time that we receive registered trademark, we can
only seek relief against “passing off”. Accordingly, we may be required to invest significant resources in
developing a new brand.

11. As on the date of this Red Herring Prospectus, there are two trademark applications that are pending for
registration. Our success depends on our trademarks and proprietary rights and any failure to protect
our intellectual property rights may adversely affect our competitive position.

We use our intellectual property rights to promote and protect the goodwill of our brand, enhance our

competitiveness and otherwise support our business goals and objectives. As on date of this Red Herring
Prospectus, we have obtained eighty-four registrations for our trademark and tradename under various classes.
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Further, we have made two trademark applications for registration of various tradename under various classes,
before the Trade Marks Registry which are currently pending. Further, we have received a notice of opposition
and objection with respect to seven trademark registration application and matters are pending before Trade
Marks Registry. Further, our Company is using a number of trademarks that are not registered in its name.
Failure to register trademarks in its name or a third party using a similar trademark / brand used by our
Company (registered or unregistered) may adversely affect the results of our operations. For more details, please
refer to the paragraph titled “Approvals in relation to intellectual property of our Company and Subsidiary” in
the chapter titled “Government and Other Approvals” on page 449 of this Red Herring Prospectus.

12. We do not own certain premises used by our Company such as depots, godowns and the premises where
we operate our retail chain — Kisan Seva Kendras. Disruption of our rights as licensee/ lessee or
termination of the agreements with our licensors/ lessors would adversely impact our operations and,
consequently, our business.

Majority of our premises from which we operate or are used by our Company for the purposes of our depots,
godowns and the premises where we operate our retail chain — Kisan Seva Kendras are situated at lease hold
premises. As on date of this Red Herring Prospectus, we have 126 Kisan Seva Kendras, retail chain of our
products, Company operated 11 depots and also have C & F Agents in 4 locations across India for distributing
our products and 2 residential premises used as a guest house, of which 125 Kisan Seva Kendras, 8 depots and 2
residential premises have been taken on the basis of short term or long term lease hold basis from third parties.
In the event that we are required to vacate the lease and relocate our abovementioned premises, depots, Kisan
Seva Kendras, we will be required to spend time and financial resources to locate suitable place to set up or
relocate existing place of business of our Company, which may adversely impact our operations. Also, we may
be unable to relocate to an appropriate location in a timely manner, or at all.

If the owner of such premises does not renew the agreement under which we occupy the premises or renew such
agreements on terms and conditions that are unfavourable to us or is terminated prior to its tenure, our business
may be adversely affected. In addition, any adverse impact on the title and ownership rights of the owners from
whose premises we operate or any breach of the contractual terms of such lease or leave and license agreements,
may adversely impact us.

13. Our pesticide business could be adversely affected by introduction of alternative pest management and
crop protection measures such as bio technology products, pest resistant seeds or genetically modified
crops.

We offer diversified range of formulations to protect different kind of crops in the agricultural industry. Our
pesticide business may be adversely affected by increased use of biotechnology products, pest resistant seeds,
genetically modified crops and other organic crop protection substitutes for agrochemicals. There are various
campaigns promoting the organic manures and pesticides regarding the harm caused by chemical fertilizers and
therefore the probability of the government policies promoting organic manures and restricting chemical
manures may adversely affect the sales of our Company’s products. Any promotion of organic manures and
pesticides by the government policies may affect our results, operations and financial conditions. Further, the
adoption of the products derived through biotechnology or alternative pest management and crop protection
measures could have a negative impact on traditional agrochemicals. Genetically modified (“GM”) crops are
likely to have more resistance to pests and disease than non-GM crops and therefore require significantly less
agrochemical usage than non-GM crops. The growth and acceptance of such alternative pest management and
crop protection products and measures by consumers may have an adverse effect on sales of our Company’s
agrochemical products which thereby may affect our financial condition and results of operations.

14. Some of our Promoters have provided personal guarantees for a significant portion of our borrowings
and collaterals to secure certain of our loans.

Some of our Promoters have provided personal guarantees as collateral for a significant portion of our
borrowings. If any of these guarantees are revoked or if such collateral is proved insufficient, lenders may
require alternative guarantees or collateral or cancellation of such facilities, entailing repayment of amounts
outstanding under such facilities. If we are unable to procure alternative guarantees satisfactory to lenders, we
may need to seek alternative sources of capital which may not be available to us at commercially reasonable
terms or at all, or get compelled to agree to more onerous terms under such financing agreements, which may
limit our operational flexibility. Accordingly, our business, financial condition, results of operations and
prospects may be adversely affected.
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15. In addition to our existing indebtedness for our existing operations, we may require further indebtedness
during the course of business. We cannot assure that we would be able to service our existing and/ or
additional indebtedness. Further, fluctuations in interest rates could adversely affect our results of
operations.

As on December 31, 2018, our Company’s total indebtedness (on consolidated basis) is % 4,737.71 million
comprising of fund based borrowing of % 3,181.91 million, non-fund based borrowing of X 1,483.26 million,
vehicle loans of % 3.05 million and unsecured loans of X 69.49 million. In addition to the indebtedness for our
existing operations, we may require further indebtedness during the course of business. There can be no
guarantee that we will be able to obtain the new facilities at favourable terms or at all. Increased borrowings, if
any, may adversely affect our debt-equity ratio which was 1.65 and 1.66, on consolidated and standalone
restated basis, respectively for Fiscal 2018 and our ability to further borrow at competitive rates. Increased
borrowings, if any, may adversely affect our debt-equity ratio and our ability to further borrow at competitive
rates. Also we cannot assure that the budgeting of our working capital requirements for a particular year will be
accurate. There may be situations where we may under-budget for our working capital requirements, in which
case there may be delays in arranging the additional working capital requirements which may lead to loss of
reputation, levy of liquidated damages and an adverse effect on the cash flows.

Any failure to service our indebtedness or otherwise perform our obligations under our financing agreements
which may be entered into with our lenders could lead to a termination of one or more of our credit facilities,
trigger cross default provisions, penalties and acceleration of amounts due under such facilities which may
adversely affect our business, financial condition and results of operations. For details of our indebtedness,
please refer to “Financial Indebtedness” on page 429 of this Red Herring Prospectus.

Further, an increase in the interest rates on our existing or future debt will increase the cost of servicing such
debt. Further, we have not entered into any interest rate hedging transactions in connection with such debt and
we may not able to minimize our exposure to interest rate fluctuations. We cannot assure that we will be able to
service our existing and/ or additional indebtedness on commercially reasonable terms. Any increase in interest
expense may have an adverse effect on our business prospects, financial condition and results of operations.

16. We operate in a competitive business environment. Competition from existing players and new entrants
and consequent pricing pressures could have a material adverse effect on our business growth and
prospects, financial condition and results of operations.

The agri - input product industry is rapidly changing due to constant evaluation of agricultural sector and
incentives of Government of India through various policies and is highly competitive. The fertilizer industry is
evolving due to incentives of Government of India through NBS Policy and is highly competitive. We expect
that competition will continue to intensify both through the entry of new players and consolidation of existing
players. Our competitors may succeed in developing products that are more effective, more popular or cheaper
than any we may develop, which may render our products obsolete or uncompetitive and adversely affect our
business and financial results. Some of our competitors may have greater financial resources, better distribution
network, technical and marketing resources and generate greater revenues, and therefore may be able to respond
better to market changes than we can. We believe that our ability to compete depends on a number of factors
beyond our control, including the ability of our competitors to attract, train, motivate and retain highly skilled
technical employees, the price at which our competitors offer comparable products and the extent of our
competitor’s responsiveness to dealer needs. Our inability to adequately address competitive pressures may have
a material adverse effect on our business, prospects, financial condition and results of operations.

17. One of our Group Entities K.P.R. Industries (India) Limited and some of our Promoters, being
guarantors, had received notices under section 13(2) of the SARFAESI Act, 2002 and had availed
certain financial assistance from its lenders and defaulted on payment obligations under the loan
facilities availed from such lenders due to cost overruns, delay in implementation of the project and was
consequently, declared and classified as non-performing assets.

One of our Group Entities, K.P.R. Industries (India) Limited (“K.P.R. Industries”) had availed certain financial
assistance from its lenders for implementation of a project for manufacture of caustic soda. However, due to cost
overruns, delay in implementation of the aforesaid project and subsequent inability to complete the same, K.P.R.
Industries was unable to service these loans availed from its lenders. Consequently, such loan accounts of
K.P.R. Industries were declared as non-performing assets by the consortium of such lender banks. Thereafter,
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K.P.R. Industries received notices under section 13(2) of the SARFAESI Act, 2002.

K.P.R. Industries and its shareholders have entered into a business transfer agreement dated February 18, 2019
(“BTA”) with Grasim Industries Limited (“Grasim”) for transfer of the business of K.P.R. Industries as a going
concern by way of a slump sale basis. Pursuant to the BTA, K.P.R. Industries has transferred certain assets and
identified liabilities, rights, obligations, title, claims, demands, privileges and licenses forming part of the
business undertaking more specifically provided in the BTA to Grasim for a lump-sum purchase consideration
paid to the lenders of K.P.R. Industries under a one-time settlement (“OTS”). Pursuant to the OTS, the lenders
have considered the payment made by Grasim under the BTA in lieu of full discharge of total outstanding dues
of K.P.R. Industries. Pursuant to an email dated February 25, 2019, we have filed the ‘no objection’ received
from Bank of India; Syndicate Bank; Indian Overseas Bank and State Bank of India (the lenders to K.P.R.
Industries) who have filed their objection to the Issue, with SEBI.

18. We rely on third party and farmers for seed production of our Subsidiary and any discontinuation of
services of such third party and farmers may affect our profitability.

Seed production in our Subsidiary, is generally undertaken by seed growers/ arrangers on our behalf, who are
third parties, being independent contractors during every crop season. We provide these seed growers/arrangers
with the biological material including parent seed and closely monitor their activities during all stages of seed
production. However, our arrangements with these seed growers/ arrangers carry risks that they may have
economic or other interests that are inconsistent with our interests. They may take actions that are contrary to
our instructions or requests, or may be unable or unwilling to fulfil their obligations, especially those that relate
to timely delivery of the produce. Any failure by us to monitor closely the activities of seed growers/ arrangers
could affect the quality of our seeds. While we have had long-term relationships with several of seed growers/
arrangers, we do not have long-term contracts with seed growers/ arrangers and cannot assure that such seed
growers/ arrangers will continue to work with us on expiry of the relevant contract period.

19. Any delays and/or defaults in payments from our customers could result in increase of working capital
investment and/or reduction of our profits, thereby affecting our operation and financial condition.
Further, our accounts receivable collection cycle is relatively long, which exposes us to higher client
credit risk.

We are exposed to payment delays and/or defaults in payments by our customers and our financial position and
financial performance are dependent on the creditworthiness of our customers. As per our business network
model, we supply our products to our dealers/distributors without taking full payment or security deposit against
the orders placed by them. Any delays in payments may require us to make a working capital investment.
Further, we cannot assure that payments from all or any of our customers will be received in a timely manner or
to that extent will be received at all. If a customer defaults in making his payments on an order on which we
have devoted significant resources, or if an order in which we have invested significant resources is delayed,
cancelled or does not proceed to completion, it could have a material adverse effect on our Company’s results of
operations and financial condition.Our accounts receivable collection cycle is relatively long as a result of the
nature of our business and operations, which makes our business susceptible to market downturns and client
credit risk. Our credit terms vary according to local market practice and typically, the credit period ranges
between 120 days to 180 days. If any of our customers fail to make payments to us or become insolvent, we
would suffer losses and our financial condition and results of operations could be adversely affected. For the
Fiscal ending March 31, 2018, 2017, 2016, 2015 and 2014, our trade receivables were X 2,759.42 million,
2,554.21 million, X 2,371.70 million, % 2,730.18 million and T 2,444.56 million respectively and % 26.47
million, ¥ 23.96 million, X 21.05 million, ¥ 18.15 million and ¥ 7.32 million were provision towards doubtful
debts as at Fiscals 2018, 2017, 2016, 2015 and 2014 respectively on a consolidated restated basis.Further, for
Fiscals 2017, 2016, 2015 and 2014, our Company had written off ¥ 1.07 million, ¥ 0.03 million, ¥ 0.99 million
and ¥ 4.42 million as bad debts respectively on a consolidated restated basis. For details with regard to trade
receivables, bad debts and provision for doubtful debts, please refer to the chapter titled “Financial Statements”
on page 256 of this Red Herring Prospectus.

Moreover, sales of our products are not supported by letters of credit or bank guarantee. In case of any disputes
or differences or default with regard to our payments, we would have to initiate appropriate recovery
proceedings which may be costly and time consuming. There is no guarantee on the timelines of all or any part
of our customers’ payments and whether they will be able to fulfil their obligations, which may arise from their
financial difficulties, cash flow difficulties, deterioration in their business performance, or a downturn in the
global economy. If such events or circumstances occur, our financial performance and our operating cash flows
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may be adversely affected.

20. We primarily focus on manufacturing of agri input products catering primarily to the agricultural
industry, which is seasonal and cyclical in nature. Accordingly, if the agricultural industry in the regions
in which we operate is adversely affected by unfavourable climatic conditions, the demand for our
products in such region could be adversely affected.

We primarily focus on manufacturing of various agri input products primarily catering to the agricultural
industry. Agricultural sector is inherently seasonal and is subject to soil and climatic conditions, rainfall,
seasonal and other weather factors, which make the performance of the agricultural sector as a whole or the
levels of production of a particular crop relatively unpredictable. In particular, the Indian agricultural sector is
dependent on monsoon, which is unpredictable.

As a result, our quarterly results of operations may fluctuate significantly due to the seasonal nature of the
agricultural sector. As a result, our financial statements for consecutive quarters may not be directly comparable
with each other. Moreover, any significant disruption in our operations or other factors that result in a significant
shortfall compared with our expectations, may result in a significant shortfall in sales and operating cash flows
for the full year. Accordingly, if the agricultural sector in the regions where we operate, and particularly the
crops to which we cater to are adversely affected by unfavourable soil or climatic conditions, poor rainfall,
seasonal fluctuations, commodity crop price fluctuations or any other extraneous events, the demand for our
products may decrease, which may adversely affect our business, cash flows and results of operations.

Considering the seasonality of most of our products which are dependent on external factors like climatic
conditions, we are required to make production decisions well in advance of sales and accordingly procure and
warehouse raw materials for our production activities through the remainder of the year. The amounts of raw
materials procured are based on internal management estimates for our annual production targets. We monitor
our inventory levels based on internal management estimates of future demand. Further, the shortage of raw
material would require purchase of additional raw materials at a comparatively higher price. In case our
production varies significantly from our raw material procurement estimates, there could be a material adverse
effect on our business growth and prospects, financial condition and results of operations, due to unavailability
or surplus of products. Further, unavailability of our products in high demand could depress sales volumes and
adversely affect customer relationships. Conversely, inaccurate forecast resulting in oversupply of products
could negatively impact our cash flows, reduce the quality of our product inventory and increase inventory
management costs and erode margins substantially. In the event of suppressed demand of our products due to
various reasons, we may have to resort to high incentives for our marketing channels including providing higher
commissions, selling of products at lower costs (which may also include selling at cost price) which may lead to
further erosion of our margins.

21. We are dependent on certain suppliers and do not currently have long term contracts or exclusive supply
arrangements with any of suppliers for supply of raw material. Any major disruption in the timely and
adequate supplies of our raw materials or an increase in raw material costs or other input costs could
adversely affect our business, results of operations and financial condition.

Our business is dependent on various suppliers for the supply of raw materials required for manufacturing our
products and supply of materials for our traded goods. For Fiscals 2018, 2017 and 2016, our cost of material
consumed as a percentage of total revenue was 67.65%, 50.17% and 65.24% respectively and our purchases of
stock in trade as a percentage of total revenue for Fiscals 2018, 2017 and 2016 was 1.18%, 16.45% and 4.03%
respectively, on restated consolidated basis. Typically, we do not enter into long term contracts with our
suppliers and prices for raw materials are normally based on the quotes we receive from various suppliers. Raw
materials are subject to supply disruptions and price volatility caused by various factors, including market
fluctuations of urea, sulphur, rock phosphate etc., the quality and availability of supply, currency fluctuations,
consumer demand, changes in government programs and regulatory sanctions. Fluctuations in the price,
availability and quality of urea, sulphur, rock phosphate, granules, emulsifiers, solvents or other raw materials
used in our manufactured products could have a material adverse effect on cost of sales or our ability to meet
customer demands. The price and availability of the raw materials may fluctuate significantly, depending on
many factors. There can be no assurance that we will always be successful in our efforts to protect our business
from the volatility of the market price of raw materials, and our business can be affected by dramatic
movements in prices of raw materials. Discontinuation of production by these suppliers or a failure of these
suppliers to adhere to the delivery schedule or the required quality could hamper our production schedule. There
can be no assurance that strong demand, capacity limitations or other problems experienced by our suppliers
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will not result in occasional shortages or delays in their supply of raw materials to us.

Our top five suppliers of raw materials and traded goods accounted for 15.84%, 21.97% and 14.14% of our total
expenses towards purchases for Fiscals 2018, 2017 and 2016, respectively. Although there has been no
concentration of suppliers in the Fiscal 2018 and Fiscal 2016, however, during the Fiscal 2017, our Company
had one (1) supplier from whom 18.24% of the total purchases came from. We cannot give any assurances that
in the future our Company may not have any further concentration of suppliers. Additionally, we confirm that
there is no direct/ indirect relationship, between such suppliers and our Company or any of our Promoters or
Directors.

Further, we cannot assure that our suppliers will continue to be associated with us on reasonable terms, or at all.
Since these suppliers are not contractually bound to deal with us exclusively, we may face the risk of our
competitors offering better terms to such suppliers, which may cause them to cater to our competitors alongside,
or even instead of us. In the event that we fail to secure sufficient quantities of such raw materials from our
suppliers at acceptable quality and prices in a timely manner, our business, financial performance and cash
flows may be adversely affected. Further should there be any significant increases in prices of the raw materials
used, and we are unable to secure adequate supplies of raw materials or find alternative suppliers/ sources of
direct materials who are able to supply us the raw materials at competitive prices or to pass on such increases in
prices to our customers, our business and financial performance will be adversely affected.

22. We are dependent on third party transportation providers for delivery of raw materials to us from our
suppliers and delivery of our products to our customers and dealers/distributors. Any failure on part of
such service providers to meet their obligations could have a material adverse effect on our business and
results of operation.

As a manufacturing business, our success depends on the smooth supply and transportation of the raw materials
required for our manufacturing process and transportation of our products from our manufacturing units/depots
to our customers and dealers/ distributors, both of which are subject to various uncertainties and risks. We use a
combination of third party transportation providers and our own fleet for the said transportation purpose.
Transportation strikes have had in the past, and could again in the future have, an adverse effect on our supplies
and our deliveries to and from our customers and suppliers in a timely and cost efficient manner. In addition,
raw materials and products may be lost or damaged in transit for various reasons including occurrence of
accidents or natural disasters. Our transportation cost would be primarily consisting of outward freight and
expenditure towards repairs and maintenance of vehicles which in aggregate constituted 1.98%, 2.39%, 2.47%,
2.53% and 2.28% of our total revenue from operations for Fiscals 2014, 2015, 2016, 2017 and 2018 respectively
on consolidated basis. There may also be delay in delivery of raw materials and products which may also affect
our business and our results of operation negatively. A failure to maintain a continuous supply of raw materials
or to deliver our products to our customers in an efficient and reliable manner could have a material and adverse
effect on our business, financial condition and results of operations.

23. Changes in safety, health and environmental laws and regulations may require additional costs and as
such this may adversely affect our results of operations and financial condition.

We are required to comply with the safety, health and environmental laws and regulations in the areas in which
we operate, which includes the disposal and storage of raw materials, air and water discharges, to manage the
storage, use and disposal of the chemical used by us, employee exposure to hazardous materials and other
aspects of our operations. Non-compliance with the limits prescribed by the relevant laws and regulations may
lead to the suspension of our manufacturing licences, which will halt production and adversely affect our
business operations. Further, compliance with any changes in these laws may increase our costs and as such
adversely affect our results of operations and financial condition.

Agrichem business is subject to various Laws and rules and regulations framed by the various authorities viz.
Local Authorities, State Government Authorities and Central Government Authorities. Various Laws and
regulations govern the environmental and safety measures and compliance is required with the various Laws
relating to the Labour and their safety too. This requires additional cost to be incurred and to that extent it will
adversely affect our results of operations and financial condition.

24. Any change in the government policies vis-a-vis expenditure, subsidies and incentives etc. in agriculture
sector or failure of farmers to realize expected prices for their crops could affect their ability to spend on
agro input products, thereby affecting our business and profitability. Further, the government policies
for the subsidies and incentives are subject to strict terms and conditions. For instance, in Fiscal 2014,
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the government had disallowed the subsidy of & 17.87 million on the sale of SSP as our Company could
not qualify for subsidy due to production criteria for the period of October, 2009 to December, 2009. Any
failure to meet such terms and conditions, may disqualify us for such government subsidies and
incentives. Any failure to meet such terms and conditions, may disqualify us for such government
subsidies and incentives.

Any changes in government policies relating to the agriculture sector such as reduction of government
expenditure, withdrawal or changes in incentives and subsidy systems, export restrictions on crops, or adverse
changes in commaodity prices and/or minimum support prices could have an adverse effect on the ability of
farmers to spend on agri - input products. Our ability to freely set prices for pesticides may be restricted by the
government and our profits may reduce. Governments and end users of our agri - input products may seek to
find ways to reduce or contain agriculture related costs. We cannot predict the nature of the measures that may
be adopted by governments or private organisations or their impact on our revenues.

In the event such measures result in increased costs for farmers to undertake agriculture, their demand for some
or all of our products may reduce, which could reduce our sales and cash flows and affect our profitability. Also,
if agriculture related legislation or due to third party players’ influence, prices of our products are lowered, our
overall revenues may decrease and our cash flows and profits could be adversely affected even in cases where
the demand for our products increases.

Further, the government policy for the subsidies and incentives are subject to strict norms. For availing subsidies
on sale of some of our products we have to comply with prescribed provisions or norms of the Government. In
the event of non-compliance, we may have to forgo the subsidies provided, which may affect our financial
conditions and profitability.

25. If more stringent labour laws or other industry standards in India become applicable to us, our
profitability may be adversely affected. Although in the past, our Company did not obtain an insurance
policy for its gratuity liability, however, now our Company has obtained an insurance policy for payment
of gratuity to the employees. Non-compliance with any of the applicable laws, rules or regulations,
including labour laws or other industry standards, may adversely affect our business, results of
operations and financial condition.

We are subject to a number of stringent labour laws. India has stringent labour legislation that protects the
interests of workers, including legislation that sets forth detailed procedures for dispute resolution and employee
removal and legislation that imposes financial obligations on employers upon retrenchment. We are also subject
to international, federal, state and local laws and regulations, in all jurisdictions where we have operations,
governing our relationships with our employees, including those relating to minimum wage, overtime, working
conditions, hiring and firing, non-discrimination, work permits and employee benefits.

Further, in order to retain flexibility and control costs, we appoint independent contractors who, in turn, engage
on-site contract labour to perform certain operations. Although we do not engage these labourers directly, in the
event of default by any independent contractor, we may be held responsible for any wage payments that must be
made to such labourers. If we are required to pay the wages of the contracted employees, our results of
operations and financial condition could be adversely affected.

If labour laws become more stringent or are more strictly enforced, it may become difficult for us to maintain
flexible human resource policies, discharge employees or downsize, any of which could have an adverse effect
on our business, results of operations, financial condition and cash flows.

According to the provisions of The Payment of Gratuity Act, 1972, where an employer fails to make any
payment by way of premium to the insurance or by way of contribution to an approved gratuity fund, he shall be
liable to pay the amount of gratuity due including interest forthwith to the controlling authority. As on
December 31, 2018, our Company’s gratuity liability amounted to ¥ 16.43 million. Although in the past, our
Company did not obtain an insurance policy for its gratuity liability, however, now our Company has obtained
an insurance policy for payment of gratuity to the employees; for the same, we have deposited an amount of
1.00 million with Life Insurance Corporation of India. As there is a gap between the amount deposited with the
insurance company and the liability, we may be faced with imprisonment, for a term of six months which may
extend to two years unless the Court trying the offence is of opinion that a lesser term of imprisonment or the
imposition of a fine would meet the ends of justice. Non-compliance with any of the applicable laws, rules or
regulations, including labour laws or other industry standards, may adversely affect our business, results of
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operations and financial condition.

26. We are exposed to foreign currency exchange rate fluctuations, which may impact our results of
operations and cause our results to fluctuate. Foreign Currency exchange rate fluctuations resulted in a
gain/ (loss) of non-recurring nature was & (2.85) million, ¥ 1.04 million, ¥ 56.76 million, & (27.39)
million, ¥ (13.00) million and ¥ (67.25) million for the nine months period ending December 31, 2018,
Fiscal 2018, Fiscal 2017, Fiscal 2016, Fiscal 2015 and Fiscal 2014 respectively on a consolidated basis.
Our inability to manage our foreign currency risk may harm our results of operations and cause our
results to fluctuate and/or decline.

Our financial statements are presented in Indian Rupees. However, our expenses to some extent are influenced
by the currencies of those countries from where we procure some of our raw materials. We are importing our
major raw materials and technical from Jordan, Egypt, Middle East Countries and China. For Fiscal 2018, our
total CIF value of imports of raw materials, traded goods and capital goods on a consolidated basis constituted %
290.85 million which was 4.84% of our total revenues. Foreign Currency exchange rate fluctuations resulted in
a gain/ (loss) which was of non-recurring nature amounting to X (2.85) million, X 1.04 million, ¥ 56.76 million, X
(27.39) million, X (13.00) million and X (67.25) million for the nine months period ending December 31, 2018,
Fiscal 2018, Fiscal 2017, Fiscal 2016, Fiscal 2015 and Fiscal 2014 respectively on a consolidated basis. We
cannot guarantee that we will not experience similar losses or gains of recurring nature going forward on our
foreign exchange transactions and such losses may continue to have an adverse effect on our business, results of
operations and financial condition. We face an exchange rate risk primarily arising from our foreign currency
payables. The exchange rate between the Indian Rupee and these currencies, primarily the U.S. dollar, has
fluctuated in the past and our results of operations have been impacted by such fluctuations in the past and may
be impacted by such fluctuations in the future. Further, due to the time gap between the accounting of purchases
and actual payments, the foreign exchange rate at which the purchase is recorded in the books of accounts may
vary with the foreign exchange rate at which the payment is made, thereby benefiting or affecting us, depending
on the appreciation or depreciation of Rupee.

As of March 31, 2018 and December 31, 2018, unhedged foreign exchange exposure on consolidated basis
aggregated to X 757.39 million and % 316.42 million respectively. We may, therefore, be exposed to risks arising
from exchange rate fluctuations, suffer losses on account of foreign currency fluctuations for our raw material
procurement and we may not be able to pass on all losses on account of foreign currency fluctuations to our
customers. As on date of this Red Herring Prospectus, we do not have any hedging policy to mitigate the losses
on account of foreign currency fluctuations. There is no guarantee that we may be able to manage our foreign
currency risk effectively or mitigate exchange exposures, at all times and our inability may harm our results of
operations and cause our results to fluctuate and/or decline.

27. Some of our Group Entities have incurred losses in the last three financial years.

Certain Group Entities have incurred losses in the last Fiscal. The profit/ (loss) figures for the preceding three
financial years of such Group Entities are as follows:

(< in million)

Name of loss making Group Entities Profit/(Loss) after tax for the Fiscal
2018 2017 2016
K.P.R. Infraprojects Private Limited (1.38) (4.36) (6.92)
K.P.R. Universal Holdings Private Limited (0.06) (0.43) (0.54)
Adithya Vardhana Seeds Private Limited (0.05) (0.05) -
K.P.R. India Private Limited (1.35) (6.51) (2.14)
Surya Jyothi Seeds India Private Limited (3.75) (4.24) 0.04

We cannot assure that our Group Entities will not incur losses in the future. For further details of our Group
Entities, see paragraph “Our Group Entities” under chapter titled “Our Promoters, Promoter Group and Group
Entities” on page 237 of this Red Herring Prospectus.

28. We have unsecured loans that may be recalled by the lenders at any time and we may not have adequate
fund flows to make timely payments or at all.

We have availed unsecured loans which may be recalled by the lenders at any time. As of December 31, 2018,
we have availed unsecured loans amounting to % 69.49 million including % 11.96 million from our Promoter,
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Venkata Mukunda Reddy Karri. The rate of interest on these loans are 12% per annum. Further, as on
December 31, 2018, we have advanced interest free loans of ¥ 22.44 million to Surya Jyothi Seeds Private
Limited. In the event that any lender seeks a repayment of any such loan, we would need to find alternative
sources of financing, which may not be available on commercially reasonable terms, or at all. As a result, any
such demand may materially and adversely affect our cash flows and results of operations. For further details of
unsecured loans, please see the chapter titled “Financial Statements” on page 256 of this Red Herring
Prospectus.

29. Our Company’s inability to maintain or obtain satisfactory credit ratings in any future periods, or any
future downgrading in our Company’s credit ratings may have an adverse effect on our business, results
of operation and financial condition.

For the year 2016 the Company had approached and appointed ICRA Limited to assign a credit rating to the
Company, wherein, ICRA Limited, vide its letter dated January 21, 2016 issued a credit rating of ‘ICRA BBB/
outlook: stable’ for the Company’s long-term borrowings and ‘CRISIL A3+’ for the Company’s short-term
borrowings.

For the year 2017 the Company had approached and appointed CRISIL Limited to assign a credit rating to the
Company, wherein, CRISIL Limited vide its letter dated April 13, 2017 issued a credit rating of ‘CRISIL BBB/
stable’ for the Company’s long-term borrowings and ‘CRISIL A3+’ for the Company’s short-term borrowings.

However, in-spite of the Company not approaching and appointing ICRA Limited for the credit rating in the
year 2017, ICRA Limited has suo motto issued a credit rating for the Company vide their letter dated April 28,
2017, wherein they have assigned a credit rating of ‘ICRA BBB-/ outlook: stable’ for the Company’s long-term
borrowings and ‘CRISIL A3’ for the Company’s short-term borrowings. Further, CRISIL Limited vide its letter
dated June 26, 2018 issued a credit rating of ‘CRISIL BB+/ stable’ (downgraded from ‘CRISIL BBB/ stable’)
for the Company’s long-term borrowings and ‘CRISIL A4+’ (downgraded from ‘CRISIL A3+) for the
Company’s short-term borrowings. Consequent to which, CRISIL also downgraded the rating of our Subsidiary,
Sri Sai Swarupa Seeds Private Limited from CRISIL BB/Stable to CRISIL BB-/Stable. Subsequently, the said
rating of our Subsidiary was withdrawn by CRISIL at the request of our Subsidiary.

Hence, based on the above, there can be no assurances that in the future certain rating agencies will not suo
motto assign a rating to our Company. Further, there can also be no assurances that we will be able to maintain
or obtain satisfactory credit ratings in any future periods. Further, any future downgrading in our credit ratings
may have an adverse effect on our ability to borrow funds and consequently on our business, results of operation
and financial condition.

30. There are entities in India with a name similar to ours that are unrelated to our Company and our group.
Any failure to differentiate between our Company and other unrelated entities may have an adverse
effect on our business, results of operations and financial condition.

Our Company is a part of the K.P.R. group based in the East Godavari district of Andhra Pradesh. The group
has interests in agri-inputs, chemicals, rice mills and poultries. Potential investors should note that presently
there are other entities which are unrelated to us and to our group in India with their corporate hames having
initials such as ‘K.P.R.’, ‘KPR’, etc. and hence bearing a similarity to our name. The use of the letters “KPR” or
“K.P.R.” in corporate and trading names of such unrelated entities who also have the right to use those letters in
their names can lead to confusion amongst potential investors. Therefore, if such unrelated entities with a
similar corporate and trading name as ours experience any negative publicity or reputational loss, it could have
an adverse effect on our business and vice versa they can be affected from us as well. Investors are advised to
conduct their diligence in identifying our Company and our Group Entities correctly.

31. Our business is dependent on our manufacturing facilities and we are subject to certain risks in our
manufacturing process. A shutdown or significant disruption at any of our manufacturing facilities may
adversely affect our production schedules, costs, sales and ability to meet customer demand which could
have a material adverse effect on our business growth and prospects, financial condition and results of
operations.

We presently operate manufacturing facilities viz one each at Balabhadrapuram and Biccavolu in East Godavari

district of Andhra Pradesh, one in Koppal district, Karnataka and our seed processing unit located in Warangal
district, Telangana which is operated under our wholly-owned subsidiary Sri Sai Swarupa Seeds Private
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Limited. Our business involves manufacturing processes of chemicals that can be dangerous to our employees.
We are into manufacturing of sulphuric acid and other sulphuric acid based chemicals like DMS, LABSA and
oleum which involve complex manufacturing processes that can be dangerous to our employees. Although, we
strive to employ safety procedures in the operation of our manufacturing facilities, there is a risk that an accident
may occur in our manufacturing facilities. Although we employ safety procedures in the operation of our
facilities and maintain what we believe to be adequate insurance, there is a risk that an accident or death may
occur in one of our facilities. An accident may result in destruction of property or equipment, environmental
damage, manufacturing or delivery delays, or may lead to suspension of our operations and/or imposition of
liabilities. Any such accident may result in litigations, the outcome of which is difficult to assess or quantify,
and the cost to defend litigations can be significant. As a result, the costs to defend any action or the potential
liability resulting from any such accident or death or arising out of any other litigations, and any negative
publicity associated therewith, may have a negative effect on our business, financial condition, results of
operations and prospects. In preceding five years, our Company has paid aggregating to ¥ 0.80 million as
workmen compensation with respect to work related injury at our manufacturing facilities.

Further, if operations at our manufacturing facilities were to be disrupted as a result of any significant workplace
accident, equipment failure, natural disaster, power outage, fire, explosion, adverse weather conditions, labor
dispute, obsolescence or other reasons, our financial performance may be adversely affected as a result of our
inability to meet customer demand or committed delivery schedules for our products. Interruptions in production
may also increase our costs and reduce our sales, and may require us to make substantial capital expenditures to
remedy the situation or to defend litigations that we may become involved in as a result, which may negatively
affect our profitability, business, financial condition, results of operations and prospects.

32. The loss, shutdown or slowdown of operations at any of our manufacturing facilities or underutilization
of our manufacturing capacities may have a material adverse effect on our results of operations.

Our Company operates from three manufacturing facilities owned by our Company and one seed processing unit
operated by our wholly-owned subsidiary Sri Sai Swarupa Seeds Private Limited for manufacturing of our
products. Our manufacturing facilities and the processing unit of our Subsidiary are subject to various operating
risks, including the breakdown or failure of equipment, performance below expected levels of output or
efficiency, facility obsolescence or disrepair, labour disputes, natural disasters and industrial accidents.

Although, we take precautions to minimize the risk of any significant operational issues at our manufacturing
facilities, the occurrence of any of these risks could adversely affect our operations by causing production at one
or more of our facilities to cease or slow down.

Further, we operate three manufacturing facilities viz one each at Balabhadrapuram and Biccavolu in East
Godavari district of Andhra Pradesh and one in Koppal district, Karnataka. Presently, our manufacturing
facilities are not operating at optimum capacity utilisation. During Fiscal 2018, our capacity utilization for
manufacturing of crop protection, crop nutrients, veterinary feed supplements, and chemicals were at 56.54%,
24.11%, 98.90%, and 33.84%, respectively, of the installed capacity of each segments at our manufacturing
facilities. While we seek to increase the capacity utilisation levels, there can be no assurance that demand for
our products will grow at the expected rates. Further, if we are unable to garner adequate demand for our
products and / or arrange the required funding means for increasing our manufacturing levels, it may have an
adverse impact on our business prospects, financial condition and results of operations. Further, we cannot
assure you that the capacity utilisation will not further decrease from the current utilisation levels, which may
further increase the cost of production in the future, as maintenance costs increase for our plant and machinery.
Additionally, if we are unable to pass on this additional cost to our customers, our gross margins could decline
and our revenue, results of operations and financial condition would be adversely affected.

33. Information relating to the historical utilized capacity of our processing facilities included in this RHP is
based on various assumptions and estimates and future production and capacity may vary.

Information relating to the historical utilized capacity of our processing facilities included in this RHP is based
on various assumptions and estimates of our management, including proposed operations, assumptions relating
to availability and quality of raw materials and assumptions relating to potential utilisation levels and
operational efficiencies. Actual production levels and rates may differ significantly from the estimated
production capacities or historical estimated capacity information of our facilities. Undue reliance should
therefore not be placed on our historical capacity information for our existing facilities included in this Red
Herring Prospectus.
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34. Our Company has, in the past, delayed payments of statutory dues (tax deducted at source, provident
fund, professional tax, value added tax and service tax. Any concerned regulatory authority or
department may take appropriate remedial action against our Company for such delays.

Our Company has, in the past, delayed payments of statutory dues, tax deducted at source, provident fund,
professional tax, value added tax, and service tax. Details of the delays by our Company for the Fiscal 2018 are
as follows:

S.No. Tax Particulars Average period of delay (in days)
For Fiscal 2018
1 Income Tax (Tax Deducted at Source) 14
2 Provident Fund 5
3 Employees State Insurance 3
4 Professional Tax 1
5 Value Added Tax -
6 Goods and Service Tax (“GST”) 7

Any concerned regulatory authority or department may take appropriate remedial action against our Company
pursuant to such delays. There is no assurance that our Company will not make such delays in the payment of
such statutory dues in the future and such delays, if any, may be construed as a default of our Company and
concerned regulatory authority or department may take appropriate remedial action against our Company.

35. We require certain approvals and licenses in the ordinary course of business and are required to comply
with certain rules and regulations to operate our business, and the failure to obtain, retain and renew
such approvals and licences or comply with such rules and regulations, and the failure to obtain or
retain them in a timely manner or at all may adversely affect our operations.

We require several statutory and regulatory permits, licenses and approvals to operate our business. Many of
these approvals are granted for fixed period of time and need renewal from time to time. Non-renewal of the
said permits and licenses would adversely affect our Company’s operations, thereby having a material adverse
effect on our business, results of operations and financial condition. There can be no assurance that the relevant
authorities will issue any of such permits or approvals in the time-frame anticipated by us or at all. Further,
some of our permits, licenses and approvals are subject to several conditions and we cannot provide any
assurance that we will be able to continuously meet such conditions or be able to comply with such conditions,
which may lead to the cancellation, revocation or suspension of relevant permits, licenses or approvals. Any
failure by us to apply in time, to renew, maintain or obtain the required permits, licenses or approvals, or the
cancellation, suspension or revocation of any of the permits, licenses or approvals may result in the interruption
of our operations and may have a material adverse effect on the business. If we fail to comply with all applicable
regulations or if the regulations governing our business change, we may incur increased costs, be subject to
penalties or suffer a disruption in our business activities, any of which could adversely affect our results of
operations. For details of specific licenses/ approvals/ registrations/consents which have been applied for and yet
to be received, the ones that are pending renewal and which are required but not yet applied for, please refer to
the chapter titled “Government and Other Approvals” on page 449 of this Red Herring Prospectus.

Further, the Ministry of Agriculture and Farmers Welfare, Government of India, in exercise of its power has
notified the Insecticides (Amendment) Rules, 2019 on January 1, 2019 stating that companies holding a valid
license to sell, stock, exhibit for sale or distribute insecticides, as on the date of the notification, shall employ a
person holding notified qualifications, and such compliance shall be made within a period of 2 years from the
date of the said notification.

36. Our sales and profitability could be harmed if we are unable to maintain and further build our brands.
We believe that our future success will be partially influenced by development of the brands under which we
market our products, and our ability to communicate effectively about our products to our distributors and
farmers through consistent and focused marketing messages. A number of factors, including adverse publicity
regarding our brand ambassadors and unsuccessful product introductions, may have a negative effect on our
reputation and erode our brand image.

Insufficient investments in marketing and brand building could also erode or impede the development of our
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brands. Although we have expended, and expect to continue to expend resources on establishing and
maintaining our brands, no assurance can be given that our brands will be effective in attracting and growing our
customer base or that such efforts will be successful and cost-effective. Any impairment of our reputation or
erosion of our brand or failure to optimize our brand in the marketing of our products could have a material
adverse effect on our capacity to retain our current customers and attract new customers and therefore on our
sales and profitability.

37. Currently, our operations and revenues are primarily concentrated in the southern regions of India and
the inability to retain and grow our business in these regions and also growth in other
regions/geographical areas of India may have an adverse effect on our business and prospects.

Currently, our operations and revenues are primarily concentrated in the southern regions of India, mainly in
Andhra Pradesh, Telangana and Karnataka. Further, all of our manufacturing facilities are located in southern
India. While our strategic objectives include geographical expansion across various states in India, in the event
of a significant drop in our sales from the southern regions of India, our business, financial condition, results of
operations and prospects may be adversely affected.

38. Our business is primarily dependent upon a continuing relationship with dealers/distributors for sales of
our products. Any reduction or interruption in the business of these dealers/distributors, or a substantial
decrease in ordersplaced by these dealers/distributors may have an adverse impact on the revenues and
operations of our Company. Further, we do not have any long-term or exclusive arrangements with
dealers or distributors for selling our products.

We are primarily dependent on dealers/ distributors for our business. We have over the years developed a
network of distributors and dealers across India. As at December 31, 2018, our distribution network included
approximately 8,000 dealers/ distributors with a pan-India presence. Further, as at December 31, 2018, we have
also established 11 depots, across various states in India and also avail services of clearing and forwarding
agents, for effective storage and distribution of our products. We intend to grow our business by adding new
distributors both in existing as well as in new markets.

Due to the seasonal nature of our business, we do not enter into any long term contracts for the sale of our
products. There is no assurance that we will be able to maintain the same levels of business from our existing
dealers/distributors or that we will be able to replace our dealers/ distributor base in a timely manner or at all in
the event our existing dealers/ distributors do not continue to purchase the products of our Company. The loss of
or interruption of work by, a significant number of dealers may have an adverse effect on our revenues and
operations.

While we believe that our relationship with these parties has been satisfactory, there are no long-term or
exclusive arrangements that we have entered into with our dealers and distributors, and there is no assurance
that they will not place orders with other manufacturers. In addition, our dealers and distributors could change
their business practices or seek to modify the contractual terms which we have previously entered into with
them, including in relation to their payment terms. Further, the dealers and distributors engaged by our
Company are responsible for assessing the demand for our products in the market pursuant to their interaction
with retailers and consumers, and placing orders with us subsequently. We use this information as one of the
factors in our forecasting process to plan future production and sales levels, which in turn influences our
financial forecasts. If we do not receive this information on a timely and accurate basis, our results of operations
and financial condition may be adversely impacted. In the event our dealers and distributors are unable to
accurately predict the demand for our products or if they experience delays in placing orders with us or if they
do not effectively market our products or market the products of our competitors instead, there could be a
material adverse effect on our business forecast, business growth and prospects, financial condition and results
of operations.

In addition, our dealers and distributors could change their business practices, such as inventory levels or line of
businesses. The inability of our dealers/distributors to meet our payment schedules or unexpected changes in
inventory levels or other practices by our dealers/distributors could negatively impact our business, operating
cash flows and financial condition. Our inability to maintain our existing distribution network of dealers and
distributors or to expand it proportionately with the proposed increase in our manufacturing facilities/capacities,
could have a material adverse effect on our sales, business growth and prospects, results of operation and
financial condition.
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39. We have experienced fluctuating operations / operating revenues and results thereof. If we continue to
experience such fluctuations, we may face difficulties in executing our growth strategywhich may affect
our business prospects and financials.

We have experienced fluctuating operations, due to a variety of reasons includingweather condition/monsoon in
India, failure to introduce new products, increased price competition, non-availability of raw materials, non-
availability of subsidy by the Government of India, increase in operating costs, foreign exchange rate, restricted
distribution network, lack of management availability or a general slowdown in the economy. Failure to sustain
our growth in the future may have an adverse effect on our business, results of operations and financial
condition.

We believe that our strategies will place significant demands on our management and other resources and will
require us to continue developing and improving operational, financial and other internal controls. We cannot
assure that our future performance or growth strategy will be successful. We may face difficulties in executing
our strategy in a timely manner or at all which may have an adverse effect on our business and financial
condition.

40. Pests may develop immunity to our products in the long term, which may adversely affect our business
and results of operation.

Over a long period of time pests develop immunity to the insecticides used and consequently, towards certain of
our products. Further, we may be required to modify the chemical formula of our products and/or develop new
products, which may not be as effective against pests, or may require investment in research and development.
Any inability to launch new products to overcome such immunity may adversely affect our business and results
of operation.

41. Our failure to identify and understand evolving industry trends and preferences and develop new
products to meet our customers’ demands may adversely affect our business. If we are unable to
successfully launch our proposed products on account of any delay in or refusal of registration or for
any other reason, we may lose out on the market opportunities and/or may fail to recover the costs
incurred towards registration and other pre-launch activities.

As a part of our growth strategy, we propose to launch new agri products from time to time based on evolving
industry trends and demands of our customers. Our ability to anticipate changes in agro input industry and
regulatory standards and to successfully develop and introduce new and enhanced products on a timely basis is a
significant factor in our ability to remain competitive. With respect to any new proposed agri input product, our
Company invests time and money inter alia on the registration procedures and fees, data generation, trials,
various brand building and pre-launch marketing activities. The launch of a product depends upon our ability to
obtain registration of the product in a timely manner or at all as well as on other factors. The process for
registering any new product is expensive and time consuming. The submission of an application for registration
to the relevant regulatory authority does not guarantee that registration will be granted. Accordingly, if we are
unable to obtain the necessary regulatory registration / approvals for our products or successfully launch our
product in a timely manner or at all, we may not be able to recover the costs incurred towards registration and
pre-launch activities in connection with such product. Further, in such a case we may miss out on the market
opportunity with respect to such new products, which could adversely affect our growth, profitability, financial
condition and market position.

42. Our success depends on our senior management and our ability to retain and attract technical personnel
and various other professionals. If we are not able to retain them or recruit additional qualified
personnel, we may not be able to successfully develop our business. Further, our results of operations
could be adversely affected by strikes, work stoppages or increased wage demands by our employees.

Our experienced Executive Directors and Key Managerial Personnel have had significant contribution to the
growth of our business, and our future success is dependent on the continued service of our senior management
team. We are assisted by various technical personnel and experienced professionals skilled in several fields
including management, product engineering, sales, IT and finance, for all our functions. We benefit from their
experience and the loss of their association with us may significantly delay or prevent the development of our
business. Competition among agrochemical companies for qualified professionals is intense and the ability to
retain or associate with qualified individuals is critical to our success. Furthermore, as we expect to continue to
expand our operations, we will need to continue to attract and retain such professionals. Further, as on the date
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of this Red Herring Prospectus, we do not have key-man insurance policies for any of our Executive Directors
and Key Managerial Personnel. In the event we are not able to attract and retain talented employees, as required
for conducting our business, or we experience high attrition levels which are largely out of our control, or if we
are unable to motivate and retain existing employees, our business, financial condition and operations may be
adversely affected.

Further, our manufacturing activities are labour intensive, require our management to undertake significant
labour interface, and expose us to the risk of industrial action. Currently, in our facilities (where we do not have
any recognized trade unions), we have maintained a generally positive working environment. Although we have
not faced work stoppages in the past, we cannot ensure that we will not be subject to work stoppages, strikes or
other types of conflicts with our employees or contract workers in the future. Further, we cannot ensure that our
employees will not unionize in the future. Any such event, at our current facilities or at any new facilities that
we may commission or acquire in the future, may adversely affect our ability to operate our business and serve
our customers, which may adversely impact our business and financial condition.

43. We have entered into and may in the future enter into related party transactions and there is no
assurance that our future related party transactions would be on terms favourable to us when compared
to similar transactions with unrelated or third parties.

We have in the past entered into transactions with related parties including purchase and sale of transactions.
We have also accepted certain loans and advances from our Promoters and certain Group Entities and certain
members of our Promoter Group in the preceding five fiscal years. For the Fiscal 2014, 2015, 2016, 2017 and
2018 and nine months ended December 31, 2018, the aggregate amount of related party outstanding on
consolidated basis is as under:

(Z in million)
For the Year/Period Ended
Particulars Individual/ Entity December | March31, | March31, | March 31,
31,2018 2018 2017 2016

Purchases
KPR India Private Limited Entity - (0.04) 5.50 1.37
Sale of Goods
Sri Lakshmi Egg Farming
Private Limited Entity - 3.66 9.37 1.23
KPR India Private Limited Entity - 0.04 13.73 1.18
Rent Paid/ (Received)
Aravind Seeds Private
Limited Entity 0.36 0.48 0.48 0.48
Surya Jyothi Seeds (India)
Pvt Ltd Entity 0.72 0.96 0.96 0.96
Amount Paid towards expenses
Cresco Technology LLP
(Formerly known as
Cresco Technology
Private Limited) Entity - - - 0.08
Surya Jyothi Seeds (India)
Pvt Ltd Entity - 4.32 6.31
Advances Taken
KPR India Private Limited Entity - - 7.28 1.16
Kovvuri Raja Sekhar
Reddy Individual 1.55
Amount received against sale of investments of M/s. K.P.R. Industries (India) Limited
Kovvuri Papa Reddy Individual - 24.17 - -
Karri Venkata Mukunda
Reddy Individual - 24.75 - -
Kovvuri Raja Sekhar
Reddy Individual - 3.17 - -
K.P.R. Universal Holding Entity - 32.01 - -
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For the Year/Period Ended

Particulars Individual/ Entity December | March 31, | March3l, | March 31,
31,2018 2018 2017 2016

Pvt Ltd
Loan adjusted against sale of investments of M/s. K.P.R. Industries (India) Limited
Kovvuri Raja Sekhar
Reddy Individual - 21.29 - -
Advances Repaid
K.P.R Universal Holdings
Private Limited Entity - - - 29.95
Cresco Technology LLP Entity - - 152.76 199.91
Interest Paid
Kovvuri Rajasekhar
Reddy Individual - 2.29 - -
Karri Venkata Mukunda
Reddy Individual 0.09 - - -
Royalty Paid
K.P.R. Foundation Entity 231 2.86 2.78 1.43
Remuneration
Kovvuri Papa Reddy Individual 4.50 5.40 4.80 4.80
Karri Venkata Mukunda
Reddy Individual 4.50 5.40 4.80 4.80
Kovvuri Raja Sekhar
Reddy Individual 4.50 5.40 4.80 4.80
Loans Repaid
Kovvuri Papa Reddy Individual - - - 6.86
Karri Venkata Mukunda
Reddy Individual - - - 6.81
Kovvuri Raja Sekhar
Reddy Individual - - - (0.44)
Funds Borrowed
Karri Venkata Mukunda
Reddy Individual 11.88 - - -
Kovvuri Raja Sekhar
Reddy Individual - - 19.00 -
Expenses paid on behalf of the Company
Kovvuri Raja Sekhar
Reddy Individual - - - -
Advances paid by Compan
Surya Jyothi Seeds (India)
Pvt Ltd Entity 14.11 4.32 6.31 0.30
Outstanding Balances as at Balance Sheet Date
Aravind Seeds Private Entity
Limited

Amount Receivable/(Payable) 3.91 3.14 2.79 37.23
Surya Jyothi Seeds (India) Entity
Pvt Ltd

Amount Receivable/(Payable) 22.44 9.05 5.68 0.34
K.P.R Industries (India) Entity
Limited

Equity Subscribed - - 105.39 105.39

K.P.R Power Limited Entity

Amount Receivable/(Payable) - - - -
Cresco Technology LLP Entity
(Formerly known as
Cresco Technology Amount Receivable/(Payable) - - - (152.76)
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For the Year/Period Ended

Particulars Individual/ Entity December | March31, | March3l, | March 31,
31, 2018 2018 2017 2016

Private Limited)

Entity
Sri Lakshmi Egg Farming
Private Limited Amount Receivable/(Payable)
for Purchase, Sales & Expenses - 0.98 (2.12) 0.81
K.P.R Foundation Entity
Amount Receivable/(Payable) (8.82) (6.64) (4.07) (1.43)
Entity
KPR India Private Limited Amount Receivable/(Payable)
for Purchase, Sales & Expenses - 0.99 0.94 (0.00)
Kovvuri Papa Reddy Individual
Amount Payable 1.48 2.19 - -
Karri Venkata Mukunda Individual
Reddy Amount Payable 0.07 2.26 (0.05) 0.57
Unsecured Loan Payable 11.96 - - -
Kovvuri Raja Sekhar Individual
Reddy Amount Payable 0.25 5.37 1.06 3.97
Unsecured Loan Payable - - 19.00 -

For further details, please refer to the chapter titled “Related Party Transactions” on page 254 of this Red
Herring Prospectus.

While we believe that all related party transactions entered into are legitimate business transactions conducted
on an arms’ length basis, there can be no assurance that it could not have achieved more favourable terms if
such transactions had not been entered into with related parties. Furthermore, it is likely that we will continue to
enter into related party transactions in the future. There can be no assurance that such transactions, individually
or in the aggregate, will not have an adverse effect on our business, prospects, results of operations and financial
condition, including because of potential conflicts of interest or otherwise. In addition, our business and growth
prospects may decline if we cannot benefit from our relationships with them in the future.

44. Our Company has experienced negative cash flows in some prior periods and may do so in the future,
which could have a material adverse effect on our business, prospects, financial condition, cash flows
and results of operations.

Our Company has experienced negative net cash flows (on consolidated basis) in some previous periods, the
details of which are provided below:

(Z in million)

Particulars For Fiscals

2018 2017 2016 2015 2014
Net cash flows generated  303.61 769.33 1,177.56 721.35 797.85
from/ (used in) operating
activities
Net increase / (decrease)  (13.25) (28.05) 2.40 8.25 (191.13)
in cash and cash
equivalents

For details on the cash flows for the last five Fiscals, please refer to the chapter titled “Financial Statements” on
page 256 of this Red Herring Prospectus. We may incur negative cash flows in the future which may have a
material adverse effect on our business, prospects, results of operations and financial condition.

45. Our agreements with various lenders for financial arrangements contain restrictive covenants for certain
activities and if we are unable to get their approval, it might restrict our scope of activities and impede
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our growth plans.

We have entered into agreements for short term and long term borrowings with certain lenders. These
borrowings include secured fund based and non-fund based facilities. These agreements include restrictive
covenants which mandate certain restrictions in terms of our business operations such as change in capital
structure, formulation of any scheme of amalgamation or reconstruction, declaring dividends, further expansion
of business, which require our Company to obtain prior approval of the lenders for any of the above activities.
We cannot assure that our lenders will provide us with these approvals in the future. For details of these
restrictive covenants, please refer to chapter titled “Financial Indebtedness” on page 429 of this Red Herring
Prospectus.

A default under one of these financing agreements may also result in cross-defaults under other financing
agreements and result in the outstanding amounts under such financing agreements becoming due and payable
immediately. Defaults under one or more of our Company’s financing agreements may limit our flexibility in
operating our business, which could have an adverse effect on our cash flows, results of operations and financial
condition. We believe that our relationships with our lenders are good, and we have in the past obtained
consents from them to undertake various actions and have informed them of our corporate activities from time
to time. Compliance with the various terms of such financing arrangements, however, is subject to interpretation
and there can be no assurance that we have requested or received all relevant consents from our lenders as
contemplated under our financing arrangements. It may be possible for a lender to assert that we have not
complied with all applicable terms under our existing financing documents. Further we cannot assure that we
will have adequate funds at all times to repay these credit facilities and may also be subject to demands for the
payment of penal interest.

46. We have not entered into any arrangements for alternate source of raising the funds. Any shortfall in
raising/meeting the same could adversely affect our growth plans, operations and financial performance.

Our Company has not entered into any arrangement for alternate source of funding and hence any failure or
delay on our part to mobilize the required resources or any shortfall in the Issue proceeds can adversely affect
our growth plan and profitability. The delay/ shortfall in receiving these proceeds could result in delay in
implementing the project and may require us to borrow the funds on unfavourable terms, both of which
scenarios may affect the business operation and financial performance of our Company.

47. Our Company is also dependent on contract labour at our manufacturing units. If we are unable to
continue to hire skilled contract labour, the quality of our products being manufactured in our units can
get affected.

Our operations are significantly dependent on access to a large pool of contract labour for our manufacturing
units. The number of contract labourers employed by us varies from time to time based on the nature and extent
of work we are involved in. Our dependence on such contract labour may result in significant risks for our
operations, relating to the availability and skill of such contract labourers, as well as contingencies affecting
availability of such contract labour during peak periods. There can be no assurance that we will have adequate
access to skilled workmen at reasonable rates. As a result, we may be required to incur additional costs to ensure
timely execution of order of our products in a timely manner in peak season.

Our Company appoints independent contractors who in turn engage on-site contract labourers for carrying out
the manufacturing process. Although our Company does not engage these labourers directly, we may be held
responsible for any wage payments to be made to such labourers in the event of default by such independent
contractors. Any requirement to fund their wage requirements may have an adverse impact on our results of
operations and financial condition. In addition, under the Contract Labour (Regulation and Abolition) Act, 1970,
as amended, we may be required to absorb a number of such contract labourers as permanent workmen. Thus,
any such order from a regulatory body or court may have an adverse effect on our business, results of operations
and financial condition.

Also, on an application made by contract labourers, an Industrial court or Tribunal may direct that the contract
labourers are required to be regularized or absorbed by our Company. Further, the State Government may
prohibit employment of contract labour. If either of the above should occur, we may be required to induct such
labourers on our payroll, as employees which may result in increased expenses. Further, even though we have
obtained all necessary approvals as required under the statutes there can be no assurance that we may continue
to hold such permits, licenses or approvals in the time-frame anticipated by it or at all. Such non-issuance or
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non-renewal may result in the interruption of our operations and may have a material adverse effect on our
business, financial condition and future results of operations.

48. Our inability to procure and/or maintain adequate insurance cover in connection with our business may
adversely affect our operations and profitability.

Our operations are subject to inherent risks and hazards which may adversely impact our profitability, such as
breakdown, malfunctions, sub-standard performance or failures of manufacturing equipment, fire, loss-in-transit
for our products, accidents and natural disasters. At present our insurance policies provide for coverage against
risk including loss of money, fire, damage, worker welfare, etc. however, there can be no assurance that any
claim under the insurance policies maintained by us will be honoured fully or in part or on time.

While we believe we maintain insurance coverage in amounts consistent with industry norms, there can be no
assurance that our insurance policies will be adequate to cover all risks or the losses in respect of which the
insurance had been availed. If we suffer a significant uninsured loss or if insurance claim in respect of the
subject-matter of insurance is not accepted or any insured loss suffered by us significantly exceeds our insurance
coverage, our business, financial condition and results of operations may be materially and adversely affected.
We are currently not covered by insurance for any product liability claims and hence any such liability could
have an adverse impact on our results of operations. Further, there is no assurance that the insurance premium
payable by us will be commercially viable or justifiable.

49. We may not be able to sell our inventories through our existing distribution network or Kisan Seva
Kendras and such inventory may be subject to mark downs which may impact our results of operations
and financial conditions.

Since our products are based on seasons, our Company faces the risk of not being able to sell its inventory
through the existing distribution network or Kisan Seva Kendras and such unsold inventory, including return of
stock from its trade partners may be subject to mark downs and inventory being sold by our Company at heavily
discounted rates. In case we sell any of our products at a lower price than the rates normally charged, it may
impact our results of operations and financial conditions.

50. Our failure to accurately forecast demand or any cancellation of orders, could result in higher inventory,
which could adversely affect our operations and profitability.

We maintain an inventory of products as well as raw materials in our manufacturing facilities based on demand
trends to meet seasonal demand. We monitor such inventory levels based on our own projections of future
demand. In the past, we have experienced high levels of inventory of ¥ 2,927.96 million and % 3,237.92 million
as on March 31, 2018 and March 31, 2017 respectively (on consolidated basis), to meet seasonal demand.

The volume and timing of sales to our distributors and customers may vary due to variation in demand for our
products, external factors including inclement weather conditions, drought, and macroeconomic factors
affecting the economy in general and our customers in particular. Our inability to forecast the level of customer
demand for our products and process innovation as well as inability to accurately schedule our raw material
purchases and production and manage our inventory may adversely affect our business and cash flows from
operations. If we are unable to appropriately estimate the demand for our products and raw materials for any
reason, it could result in surplus of inventory levels, if any, of these factors materialize, it could have an adverse
effect on our operations and profitability.

51. Availability and cost of raw materials, power and fuel may adversely affect our business, financial
condition, results of operations and prospects.

Our business, financial condition, results of operations and prospects are significantly impacted by the
availability and cost of raw materials, particularly agrochemicals, rock phosphate, sulphur, power and fuel.
While we are not significantly dependent on any single raw material supplier, raw material supply and pricing
can be volatile due to a number of factors beyond our control, including global demand and supply, general
economic and political conditions, transportation and labour costs, labour unrest, natural disasters, competition,
import duties, tariffs and currency exchange rates, and there are uncertainties inherent in estimating such
variables, regardless of the methodologies and assumptions that we may use. This volatility in commodity prices
can significantly affect our raw material costs.
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Further, we depend on a steady supply of power for our manufacturing operations for which we primarily rely
on the state grids. India suffers from significant energy shortages and power outages, particularly during the
summer months, which has resulted in increased power costs in recent years. In the event of unavailability of
constant power supply, we will be dependent on our backup power supply, which may not be adequate to
operate our facilities at full capacity. Further, the cost of backup power may increase in the event of such
unavailability of power.

To the extent that we are unable to secure adequate supplies of raw materials and power on commercially
reasonable terms or to pass on price increases to our customers, our profitability may be impaired.

52. Some agreements entered into by our Company with various parties are not adequately stamped. The
said agreements may not be admissible as evidence in a court of law, until the relevant stamp duties are
paid and the relevant registration, if required, is done.

Some of the leave and license and lease deeds/agreements entered into by our Company with various parties for
our leasehold properties are not adequately stamped. The potential consequence of this could be that the said
agreements may not be admissible as evidence in a court of law, until the relevant stamp duties are paid, if
required, and the required registration is done. As on the date of this Red Herring Prospectus, our Company has
not initiated / been party to any litigations in this regard. Any claim or adverse order / finding in connection with
these agreements could adversely affect the operations of our Company. In case disputes arise in respect of the
same which require us to approach judicial or alternative dispute resolution fora, the costs of dispute resolution
could be extremely or prohibitively high.

53. A portion of the proceeds from this Issue will not be available to us.

This Issue includes an Offer for Sale of Equity Shares by the Selling Shareholders. Certain Promoter Group
individuals are the Selling Shareholders and will receive proceeds from the Issue for up to 12,000,000 Equity
Shares to be offered by them in the Issue. Accordingly, the proceeds from the Offer for Sale will be remitted to
the respective Selling Shareholders and our Company will not benefit from such proceeds.

54. Our ability to pay dividends in the future may be affected by any material adverse effect on our future
earnings, financial condition or cash flows.

We have paid % 42.73 million and X 42.73 million for the Fiscal 2016 and Fiscal 2015 respectively as dividend
to our shareholders. The declaration and payment of dividends depends on a number of factors, including but
not limited to our earnings, revenues, profit, general financial condition (including capital position), results of
operations, cash flow and overall financial position, capital expenditure, Articles of Association, and other
factors.

Our business is working capital intensive and we are required to obtain consents from certain of our lenders
prior to the declaration of dividend as per the terms of the agreements executed with them. We may be unable to
pay dividends in the near or medium term, and our future dividend policy will depend on our capital
requirements and financing arrangements in respect of our operations, financial condition and results of
operations. There can be no assurance that our Company will declare dividends in the future. The amounts paid
as dividends in the past are not necessarily indicative of our Company’s dividend policy or dividend amounts, if
any, in the future. For further details, please refer to the chapter titled “Dividend Policy” on page 255, of this
Red Herring Prospectus.

55. The Promoters and Promoter Group will continue to exercise control post completion of the Issue and
will have considerable influence over the outcome of matters.

Upon completion of this Issue, our Promoters and Promoter Group will continue to own a majority of our Equity
Shares, approximately [®] % of our Company’s post Issue outstanding Equity Shares. As a result, our Promoters
will have the ability to exercise significant influence over all matters requiring shareholders’ approval.
Accordingly, our Promoters will continue to retain a significant control, including being able to control the
composition of our Board of Directors, determine decisions requiring simple or special majority voting of
shareholders, relating to any sale of all or substantially all of our assets, timing and distribution of dividends and
termination of appointment of our officers, and our other shareholders may be unable to affect the outcome of
such voting. There can be no assurance that our Promoters will exercise their rights as shareholders to the
benefit and best interests of our Company. Further, such control could delay, defer or prevent a change in
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control of our Company, impede a merger, consolidation, takeover or other business combination involving our
Company, or discourage a potential acquirer from making a tender offer or otherwise attempting to obtain
control of our Company even if it is in our Company’s best interest. The interests of our Promoters could
conflict with the interests of our other equity shareholders, and the Promoters could make decisions that
materially and adversely affect your investment in the Equity Shares.

56. Some of our Promoters and Directors may have interests in us other than reimbursement of expenses
incurred or normal remuneration or benefits.

Some of our Promoters and Directors are interested in us to the extent of their shareholding in our Company and
the dividend entitlements from it. In addition to the remuneration paid for services and reimbursement of
expenses to our Directors for services rendered as our Directors, our Promoters and Directors may also be
interested to the extent of any transaction entered into by us with any other company or firm or trust in which
they are interested. For example, we have entered into a Trademark License Agreement dated September 24,
2015 with KPR Foundation, a trust in which our Promoters and Directors, Papa Reddy Kowvvuri, Venkata
Mukunda Reddy Karri and Rajasekhar Reddy Kovvuri are trustees, for use of our corporate logo for a royalty of
0.05% of net sale of our Company per annum.

57. Statutory auditors of our Company have included certain matters in their Annexure to the Auditor’s
report on other legal and regulatory requirements of our Company’s standalone and consolidated
financial statements.

Statutory auditors of our Company have included certain matters in Annexure to the Auditor’s report on other
legal and regulatory requirements of our Company under the Companies (Auditor's Report) Order, 2003,
Companies (Auditor's Report) Order, 2015 and Companies (Auditor's Report) Order, 2016 , as applicable, which
are discussed in our restated standalone and consolidated financial information. Accordingly, investors should
read our restated standalone and consolidated financial information mentioned in chapter titled “Financial
Statements”” on page 256 of this Red Herring Prospectus.

External Risks

58. Economic or other factors that are beyond our control may have an adverse impact on our business,
financial condition, results of operations and prospects.

We are incorporated in India, and all of our assets and employees are located in India. As a result, we are
dependent on prevailing economic conditions in India and our results of operations are significantly affected by
factors influencing the Indian economy. A slowdown in the Indian economy could adversely affect our business,
including our ability to grow our assets, the quality of our assets, and our ability to implement our strategy.
Factors that may adversely affect the Indian economy, and hence our results of operations, may include:

any increase in interest rates may adversely impact our access to capital and increase our borrowing costs;
any downgrade of India's sovereign rating by international credit rating agencies;

seasonal and cyclical nature of the agricultural industry and unfavourable climatic conditions;

political instability, resulting from a change in government or in economic and fiscal policies;

any natural calamities such as earthquakes, tsunamis, floods and droughts;

any civil unrest, acts of violence, terrorist attacks, regional conflicts or situations; and

other significant regulatory or economic developments in or affecting India

Any slowdown in the Indian economy or in the growth of the sectors we participate in or future volatility in
global commodity prices could adversely affect our borrowers and contractual counterparties. This in turn could
adversely affect our business and financial performance and the price of our Equity Shares.

59. The preparation requirement and presentation format of financial statements of our Company
subsequent to the listing of its Equity Shares will not be in the same manner and same format as being
prepared and presented for this Red Herring Prospectus.

Our historical audited financial statements have been prepared in accordance with the Companies Act and
Indian GAAP, while the Restated Financial Statements included in this Red Herring Prospectus are prepared in
accordance with the Companies Act, Indian GAAP, Ind AS, SEBI Regulations and the circulars issued by SEBI
from time to time. In accordance with the revised roadmap for the implementation of Ind AS (on a voluntary as

45



well as mandatory basis) for companies other than banking companies, insurance companies and non-banking
finance announced by the Ministry of Corporate Affairs, Government of India (the “MCA”) through its press
release dated January 2, 2015, we have prepared our audited financial statements for Fiscal 2018 in accordance
with the Companies Act and Ind AS. Further, if our Equity Shares are listed successfully on the Stock
Exchanges, we will be required to prepare and present our annual and interim financial information in
accordance with the Companies Act, Ind AS, SEBI Listing Regulations and the circulars issued by SEBI from
time to time. The preparation requirement and the presentation format prescribed under the SEBI Regulations
for our Restated Financial Statements differs in certain respects from the preparation requirements and
presentation formats that we will be required to comply with post-listing of the Equity Shares, being the
Companies Act, Ind AS, SEBI Listing Regulations and the circulars issued by SEBI from time to time.
Accordingly, the preparation and presentation of our financial statements post-listing of the Equity Shares may
be not be comparable with, or may be substantially different from, the Restated Financial Statements included in
this Red Herring Prospectus.

60. QIBs and Non-Institutional Investors are not permitted to withdraw or lower their Bids (in terms of
quantity of Equity Shares or the Bid Amount) at any stage after submitting a Bid.

Pursuant to the SEBI ICDR Regulations, QIBs and Non-Institutional Investors are not permitted to withdraw or
lower their Bids (in terms of quantity of Equity Shares or the Bid Amount) at any stage after submitting a Bid
and are required to pay the Bid Amount upon submission of the Bid. Events affecting the Bidders’ decision to
invest in the Equity Shares, including material adverse changes in international or national monetary policy,
financial, political or economic conditions, our business and results of operations or financial condition may
arise between the date of submission of the Bid and Allotment. However, our Company may complete the
Allotment of the Equity Shares even if such events occur, and QIBs and Non-Institutional Investors would not
be able to withdraw or lower their Bids at any stage after submitting a Bid.

61. Our future fund requirements, in the form of further issue of capital or securities and/or loans taken by
us, may be prejudicial to the interest of the Shareholders depending upon the terms on which they are
eventually raised.

We may require additional capital from time to time depending on our business needs. Any further issue of
Equity Shares or convertible securities would dilute the shareholding of the existing Shareholders and such
issuance may be done on terms and conditions, which may not be favourable to the then existing Shareholders.
If such funds are raised in the form of loans or debt or preference shares, then it may substantially increase our
fixed interest/dividend burden and decrease our cash flows, thus adversely affecting our business, results of
operations and financial condition.

62. Increases in interest rates may materially impact our results of operations.

Interest rates for borrowings have been volatile in India in recent periods. Our operations are funded to a
significant extent by debt and increases in interest expense may have an adverse effect on our results of
operations and financial condition. Although we may exercise any right available to us under our financing
arrangements to terminate the existing debt financing arrangement on the respective reset dates and enter into
new financing arrangements, there can be no assurance that we will be able to do so on commercially reasonable
terms, that our counterparties will perform their obligations, or that these agreements, if entered into, will
protect us adequately against interest rate risks.

Risk Factors Related to our Equity Shares

63. There is no existing market for our Equity Shares, and we do not know if one will develop to provide you
with adequate liquidity. Further, an active trading market for the Equity Shares may not develop and the
price of the Equity Shares may be volatile.

An active public trading market for the Equity Shares may not develop or, if it develops, may not be maintained
after the Issue. Our Company and the Selling Shareholders, in consultation with the Book Running Lead
Manager, will determine the Issue Price. The Issue Price may be higher than the trading price of our Equity
Shares following this Issue. As a result, investors may not be able to sell their Equity Shares at or above the
Issue Price or at the time that they would like to sell. The trading price of the Equity Shares after the Issue may
be subject to significant fluctuations in response to factors such as, variations in our results of operations, market
conditions specific to the sectors in which we operate, economic conditions of India and volatility of the BSE,

46



NSE and securities markets elsewhere in the world.
64. The price of the Equity Shares may be highly volatile after the Issue.

The price of the Equity Shares on the Indian stock exchanges may fluctuate after this Issue as a result of several
factors, including: volatility in the Indian and global securities market; our operations and performance;
performance of our competitors and the perception in the market about investments in the agro inputs industry;
adverse media reports on us or the Indian agro input industry; changes in the estimates of our performance or
recommendations by financial analysts; significant developments in India's economic liberalization and
deregulation policies; and significant developments in India's fiscal and environmental regulations. There can be
no assurance that the prices at which the Equity Shares are initially traded will correspond to the prices at which
the Equity Shares will trade in the market subsequently.

65. Under Indian law, foreign investors are subject to investment restrictions that limit our ability to attract
foreign investors, which may adversely impact the trading price of the Equity Shares.

Under the foreign exchange regulations currently in force in India, transfers of shares between non-residents and
residents are freely permitted (subject to certain exceptions) if they comply with the valuation and reporting
requirements specified by the RBI. If a transfer of shares is not in compliance with such valuation and reporting
requirements or falls under any of the specified exceptions, then prior approval of the RBI will be required. In
addition, shareholders who seek to convert the Rupee proceeds from a sale of shares in India into foreign
currency and repatriate that foreign currency from India will require a no-objection or tax clearance certificate
from the Indian income tax authority. We cannot assure that any required approval from the RBI or any other
Government agency can be obtained on any particular terms or at all.

66. Rights of shareholders under Indian law may differ or may be more limited than under the laws of other
jurisdictions.

The Companies Act and rules made thereunder, the rules and regulations issued by SEBI and other regulatory
authorities, the Memorandum of Association, and the Articles of Association govern the corporate affairs of the
Company. Indian legal principles relating to these matters and the validity of corporate procedures, directors’
fiduciary duties and liabilities, and shareholders’ rights may differ from those that would apply to a company in
another jurisdiction. Shareholders’ rights under Indian law may not be as extensive as shareholders’ rights under
the laws of other countries or jurisdictions. Investors may have more difficulty in asserting their rights as a
shareholder in India than as a shareholder of a corporation in another jurisdiction.

67. Investors may be subject to Indian taxes arising out of capital gains on sale of Equity Shares.

Under current Indian tax laws, unless specifically exempted, capital gains arising from the sale of Equity Shares
in an Indian company are generally taxable in India. As per the Finance Act, 2018, long term capital gains
exceeding X 100,000 arising from sale of Equity Shares on or after April 1, 2018 are taxable subject to the
grandfathering provision. Accordingly, you will be subject to payment of long-term capital gains tax in India, in
addition to payment of Securities Transaction Tax (“STT”), on the sale of any Equity Shares held for more than
twelve (12) months. STT will be levied on and collected by a domestic stock exchange on which the Equity
Shares are sold.

Further, any gain realized on the sale of listed equity shares held for a period of twelve (12) months or less will
be subject to short-term capital gains tax in India. Capital gains arising from the sale of the Equity Shares may
be partially exempt or exempt from taxation in India in cases where such exemption is provided under a treaty
between India and the country of which the seller is resident. Generally, Indian tax treaties do not limit India’s
ability to impose tax on capital gains. As a result, residents of other countries may be liable for tax in India as
well as in their own jurisdiction on a gain upon the sale of the Equity Shares.

Prominent Notes

1. Investors may contact the Book Running Lead Manager for any complaint, information or clarification
pertaining to the Issue. All grievances relating to ASBA may be addressed to the Registrar to the Issue, with
a copy to the relevant SCSBs, giving full details such as name, address of the Bidder, number of Equity
Shares for which the Bidder has applied, Bid Amounts blocked, ASBA Account number and the Designated
Branch of the SCSBs where the ASBA Form has been submitted by the ASBA Bidder. All grievances
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relating to the non-ASBA process must be addressed to the Registrar to the Issue quoting the full details of
the sole or First Bidder, Bid cum Application Form number, Bidders’ DP ID, Client ID, PAN, number of
Equity Shares applied for, date of Bid cum Application Form, name and address of the Syndicate Member
or the Designated Intermediary where the Bid was submitted and payment details thereof. For contact
details of the Book Running Lead Manager and the Company Secretary and Compliance Officer of our
Company, please refer to the chapter titled “General Information” on page 88 of this Red Herring
Prospectus

2. Our Company’s net worth as at December 31, 2018, as per our restated financial information on standalone
and consolidated basis was T 2,412.59 million and R 2,490.29 million, respectively. For further details,
please refer to the section titled “Financial Information” on page 256 of this Red Herring Prospectus.

Public Issue of [e] Equity Shares of face value of X 10 each for cash at a price of X [®] per Equity Share
including a Share Premium of X [e] per Equity Share, aggregating up to X [e] million. The Issue comprising
of a Fresh Issue of [e] Equity Shares by our Company aggregating up to X 2,100 million and an Offer for
Sale of up to 12,000,000 equity shares by the Selling Sharcholders aggregating up to X [e] million. The
Issue comprises a Net Issue to the public of [®] Equity Shares and a Reservation of [@] Equity Shares
aggregating up to X [e] million for subscription by Eligible Employees for allocation and allotment on a
proportionate basis, not exceeding 5% of our post-lssue paid-up Equity Share capital. The Issue and the Net
Issue to the Public would constitute [#]% and [@]% respectively, of our post-Issue paid-up Equity Share
capital.

3. The average cost of acquisition per Equity Share by our Promoters is set forth in the table below:

(In?)

Sr.  Name of Promoter Number of Average

No. Equity Shares cost of

held  acquisition

1. Papa Reddy Kovvuri 336,840 1.90

2. Venkata Mukunda Reddy Karri 566,260 2.59

3. Rajasekhar Reddy Kowvvuri 556,240 2.48

4.  Satyanarayana Reddy Kovvuri (S/o. Ramachandra Reddy 3,507,960 1.73
Kowvvuri)

5. Satyanarayana Reddy Kowvvuri(S/o.Veera Raghava Reddy 3,321,060 2.67
Kowvvuri)

6.  Cresco Technology LLP 16,200,000 9.38

Total 24,488,360

For further details pertaining to the allotment of Equity Shares to our Promoters, please refer to the chapter
titled “Capital Structure” on page 97 this Red Herring Prospectus.

4. Our Company was incorporated as “K.P.R. Fertilisers Private Limited” on January 2, 2007 as a private
limited company under the Companies Act, 1956 with the Registrar of Companies, Andhra Pradesh. Our
Company was converted into a public limited company and the name of our Company was changed to
“K.P.R. Fertilisers Limited” pursuant to fresh certificate of incorporation consequent upon change of name
on conversion to public limited company dated December 19, 2008 issued by the Registrar of Companies,
Andhra Pradesh. The name of our Company was then changed to “K.P.R. Agrochem Limited” vide a
Certificate of Incorporation pursuant to change of name dated September 21, 2015 was issued by the
Registrar of Companies, Hyderabad. The changes to the name of our Company were undertaken upon
conversion of our Company from a private limited company to a public limited company and subsequently
to align the name of our Company with the variety of products manufactured by our Company. For further
details pertaining to change in name of our Company and changes in objects clause of the Memorandum of
Association of our Company, please refer to the chapter titled “History and Certain Corporate Matters” on
page 214 of this Red Herring Prospectus.

5. For details of related party transactions entered into by our Company with our Promoters, Group Entities
and Subsidiary in the last Fiscal, including nature and cumulative value of the transactions, see “Related
Party Transactions” on page 254 of this Red Herring Prospectus.

6. Except as disclosed in chapters titled “Related Party Transactions”, “Capital Structure” and “Our Promoters
and Promoter Group and Group Entities” on pages 254, 97 and 237 respectively of this Red Herring
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Prospectus, none of our Promoters, Directors, Key Managerial Personnel or Group Entities have any
business or other interest, other than to the extent of Equity Shares held by them and to the extent of the
benefits arising out of such shareholding.

The NAV/ book value per Equity Share as per the restated standalone and consolidated financial information
as at December 31, 2018 is X 28.23 and X 29.14 respectively.

There has been no financing arrangement whereby the Promoter Group, our Directors and their relatives

have financed the purchase of Equity Shares of our Company, by any other person, during the period of six
months immediately preceding the date of the Draft Red Herring Prospectus.
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SECTION I11: INTRODUCTION
SUMMARY OF INDUSTRY

Unless noted otherwise, the information in this section is derived from — Industry Report on “Indian Fertiliser
and Agri-Inputs Sector: March 2019” issued by ICRA Limited (“ICRA Report”). Our Company, the BRLM and
any other person connected with the Issue has not independently verified this information. Industry sources and
publications generally state that the information contained therein has been obtained from sources believed to
be reliable, but their accuracy, completeness and underlying assumptions are not guaranteed and their
reliability cannot be assured. Industry sources and publications are also prepared based on information as of
specific dates and may no longer be current or reflect current trends. Accordingly, investors should not place
undue reliance on, or base their investment decision on this information.

All the information contained in the Report has been obtained by ICRA from sources believed by ICRA to be
accurate and reliable. Although reasonable care has been taken to ensure that the information therein is true,
such information is provided ‘as is’ without any warranty of any kind, and in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. All information contained therein must be construed solely as statements of opinion and not any
recommendation for investment. ICRA shall not be liable for any losses incurred by users from any use of the
Report or its contents. Also, ICRA may provide credit rating and other permissible services to the Company at
arms-length basis, if any.

OVERVIEW OF GLOBAL & INDIAN ECONOMIES

GLOBAL ECONOMY

Subdued growth for 2019 with elevated downside risks due to trade tensions: After a strong couple of years
wherein global growth stood at 3.1% in 2017 and 3.0% in 2018, global economic growth is expected to
moderate to 2.9% in 2019, and is expected to further moderate to 2.8% in 2020 and 2021, as per the Global
Economic Prospects published by the World Bank Group in January 2019. As per the World Bank, trade and
manufacturing activity has lost steam and future outlook remains clouded due to the ongoing trade tensions
among major economies. While the growth in advanced economies remained robust till 2018, mainly due to the
steady performance of the United States, the rate is expected to tail off over the 2019-2021 period. The
Emerging market economies have slowed down compared to the previous years and posted an aggregate growth
rate of 4.2% in 2018; though, the growth rate is expected to remain the same in 2019, the World Bank estimates
growth to pick up from 2020. Notably, India is forecast to expand at a faster rate than China from 2019 to 2021.

Exhibit 2- Global GDP Growth & Forecasts

Country/ Group Real GDP Growth (%)
Actual

2013 2014 2015 2016 2017 2018 2019E 2021E

Brazil 2.70% 0.50% -3.80% -3.60% 1.10% 1.20% 2.20% ! 2.40% 2.40%
China 7.70% 7.30% 6.90% 6.70% 6.90% 650% | 620% | 6.20% 6.00%
Euro Area -0.40% 1.20% 2.00% 1.80% 240% 1.90% 160% | 1.50% 1.30%
India® 6.90% 7.20% 7.90% 7.10% 6.70% 7.30% 750% | 7.50% 7.50%
Japan 1.60% 0.30% 1.10% 0.60% 1.90% 0.80% 0.90% 0.70% 0.60%
United States 2.20% 2.40% 2.60% 1.60% 2.20% 290% | 250% | 1.70% 1.60%
World 3.40% 2.80% 2.10% 2.40% 3.10% 3.00% 2.90% 2.80% 2.80%

(Source: World Bank Group Global Economic Prospects (January 2019)
AFor India, data and forecasts are on a fiscal year basis)

INDIAN ECONOMY

Growth of economic activity in FY2019 expected to remain in line with FY2018: ICRA expects growth in
FY2019 to remain domestic consumption driven, with a moderate rise in export volumes and aggregate
government consumption. A revival of private sector investments is likely only after capacity utilisation rises to
healthier levels, businesses have successfully navigated the transition to the GST. At present, ICRA expects
GVA growth to improve to around 7.1% in FY2019 from 6.9% in FY2018 (First Revised estimate). GDP
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growth is expected to print around 7.2% in the ongoing fiscal, similar to the growth recorded in FY2018. Based
on the uneven spread of monsoon rainfall and mild YoY decline in area sown under rabi crops, ICRA expects
growth of agriculture, forestry and fishing to ease in FY2019. A rise in MSP for various crops, automatic
stabilisers such as the rural employment guarantee scheme and crop loan waivers announced by some state
governments, would bolster rural consumption. Further, ICRA expects urban sentiment and consumption
demand to benefit from the staggered pay revision for state government employees and pensioners.

India’s economy slowed down to 7.2% in FY2018 vis-a-vis 8.2% in FY2017: The revised estimates released by
the Central Statistics Office (CSO) indicated a substantial slowdown in GDP (at constant 2011-12 prices) and
GVA (at constant 2011-12 prices) growth in FY2017 to 7.2% and 6.9%, respectively, from 8.2% and 7.9%,
respectively, in FY2017. The decline in GVA growth was led by a slowdown in industry (to +5.9% in FY2018
from +7.7% in FY2017) and services (to +8.1% in FY2018 from +8.4% in FY2017).

16.0%
14.0% -
12.0% -
10.0% -
8.0%
6.0% -
4.0% -
2.0% -
0.0%
FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
= Gross Domestic Product (GDP)
Private Final Consumption Expenditure (PFCE)
Government Final Consumption Expenditure (GFCE)
Gross Fixed Capital Formation (GFCF)
Exhibit 3 — Growth of GDP (at constant 2011-12 prices)
(Source: Central Statistics Office (CSQ), ICRA’s Estimates)
12.0%
10.0%
8.0%
6.0%
"IN S
2.0% 7 N ——
0.0%
FY 2013 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
= GVA at basic prices Primary sector
Secondary sector Tertiary sector

Exhibit 4 — Growth of GVA at Basic Prices (at constant 2011-12 prices)
(Source: Central Statistics Office (CSO), ICRA ’s Estimates)

CPI Inflation to remain benign in FY 2019: The CPI inflation eased to a six-quarter low 2.6% in Q3
FY2019 from 3.9% in Q2 FY2019, mainly driven by unprecedented softening in inflation across various
food sub-groups, larger than expected moderation in fuel subgroups. Moreover, core CPI inflation dipped
mildly to 5.8% in Q3 FY2019 from 5.9% in Q2 FY2019. Food inflation has continued to surprise on
downside because of excess supply conditions domestically as well as internationally and short-term
outlook for food inflation remains benign despite adverse base effects. The outlook on crude oil prices
broadly remained unchanged and inflation excluding food and fuel continues to remain elevated. The RBI
survey on inflation expectations shows considerable moderation in inflation expectations of households as

51



well as input and output price expectations of producers. Taking these into account and assumptions of a
normal monsoon, with risk balanced around the central trajectory, RBI revised its inflation downwards to
2.8% in Q4 FY2018-19, 3.2-3.4% in H1 FY2019-20 and 3.9% in Q3 FY2019-20 as against its earlier
forecast of 2.7-3.2% for H2 FY2018-19 and 3.8-4.2% for H1 FY2020. The WPI inflation has also declined
in the recent past printing a low of 2.8% in January 2019 as compared to 5.3% in October 2018 mainly due
to the disinflation in the food prices. The benign inflation environment has prompted monetary easing from
the RBI in the form a rate cut and change of monetary stance.

Union Government’s fiscal deficit is expected to widen following the recent announcement of budget
sops: The big themes in the Government’s recent interim Budget has been income support for small
farmers, the pension programme for the unorganised sector and the tax breaks for people with up to Rs 5
lakh in taxable income. However, despite the substantial 13% growth in expenditure forecast for FY2020,
only a modest slippage in fiscal deficit has been projected at 3.4% as against 3.3% widely anticipated
though the projected gross market borrowing programmes at Rs 7.04 lakh crore are higher than the market
expectations. Further, the quality of expenditure also shows signs of deterioration with the capex rising by
6%, whereas revenue expenditure is projected to rise by 14%. The rolling targets, indicated by the Gol in
the Union Budget for FY2020, aim to curtail the fiscal deficit to 3.0% of GDP in FY2021 and in FY2022.

India’s Current Account Deficit expected to widen in FY2019: ICRA expects that the CAD would widen
to USD 68-73 billion (2.6 per cent of GDP) in FY 2019 from USD 48.7 billion in FY2018 (1.9 per cent of
GDP), if the price of the Indian basket of crude oil averages at USD 72/barrel in FY2019. Overall
merchandise exports and imports are likely to rise to USD 335-340 billion and USD 525-530 billion,
respectively, in FY 2019. Accordingly, the merchandise trade deficit is likely to widen to USD 187 — 192
billion in FY 2019 from USD 160 billion in FY 2018. The services trade surplus and remittances are
expected to improve by ~3-4% and 10% respectively, in FY 2019 compared to their levels in FY 2018.

OVERVIEW OF GLOBAL AGRICULTURE & FOOD INDUSTRY

Worldwide cereal production in 2019 expected to surpass 2018 levels: World-wide cereal (including
wheat, rice and coarse grains) production reached a record levels of 2,613 MMT in CY2018 driven by a
bumper crop of coarse grains (year on year volume growth of 3%), rice (year on year volume growth of
6%). As a result of the same, and coupled with relatively lower growth in utilization, world cereal
inventories increased by 4.6% in CY 2018. Accordingly, worldwide cereal prices remained lower in 2018.
(Source: Food and Agriculture Organisation (FAO).

In response to the same, the area under cereal cultivation declined, which is expected to result in a decrease
of ~2% in global cereal production to 2601 million tonnes in CY 2019. Higher rice production, is expected
to be offset by lower wheat and coarse grain production. According to FAO estimates, global stock-to-use
ratio for 2019 is expected to moderate to 22.0%.

Exhibit 5 — World Cereal Production

In MMT 2014 2015 2016, 2017 2018- Est
Wheat 730.5 735.7 760.2 756.7 760.4
Rice 494.6 491.7 501 501.2 506.3
Coarse Grains 1338.2 1307 1346.3 1355.3 1391.3
Total 2563.3 25344 2607.5 2613.2 2658.0

(Source: FAO, ICRA Research)
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= \World Cereal Production (In million tonnes)

Exhibit 6 — World Cereal Production and Utilization (CY07-CY18E)
(Source: Food and Agriculture Organisation (FAQ) of the United Nations,
ICRA Analysis)

The world cereal consumption grew at a compounded annual growth rate (“CAGR”) of 2.02% during
CY07-17 owing to increasing population, rising per capita income in developing countries and use of grains
for industrial and feed purpose. World cereal consumption is expected to increase by 1.5% to 2653 million
tonnes in CY19 with a majority of the increase driven by coarse grains. Volume of cereals for direct human
consumption is expected to increase by 0.2% over CY 19, which will result in a stable cereal per capita food
intake of 148.7 kg per year (as against 148.0 kg per year in CY2018). (Source: FAO).

Exhibit 7 — World Cereal Consumption

in MMT 2014 2015 2016 2017 ZOE‘ISBt—
Wheat 703.6 711.1 732.8 734.5 737.2
Rice 491.4 495.3 497.8 498.3 503.7
Coarse Grains 1301.4 1306 1338.0 1339.0 1372.9
Total 2496.4 25124 2568.6 2571.8 2613.8

(Source: FAO, ICRA Research)
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Exhibit 8 — Region-wise Production and Consumption Breakup (CY18E)-
Absolute production, consumption (In million tonnes) & region wise
contribution (in percentage terms)

(Source: FAO, ICRA Analysis)

Considering the region-wise production and consumption pattern, Wheat and Rice are majorly produced as
well as consumed in China and India while USA remains the primary producer as well as the biggest
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consumer of coarse grains. Food consumption pattern varies widely between countries and among different
cultures. Global per capita food supply increased from 2 200 kcal per day in the early 1960s to more than
2800 kcal per day by 2009. According to FAO, in 2011, average calorie intake in industrialised countries,
developing and least developed countries stood at 3,430, 2,640 and 2,120 kcal per person per day.

Robust economic growth in many developing countries has resulted in improvement in per capita income
which has resulted in a shift in lifestyle habits and dietary structure from low-protein, starch-based foods to
more animal-based protein. Worldwide per capita meat consumption has increased from ~24 kg/ annum
during 1960s to ~ 43 Kg/ annum by 2016. Global consumption of meat in 2018 is estimated at ~ 335
million tonnes, ~64% of which is expected to be contributed by the developing countries. With meat
consumption expected to increase in the future, driven by higher consumption in India and China, demand
for feed grains will rise which will be met through higher crop productivity.

arable land distribution skewed towards few countries: According to World Bank, total arable global land
in 2014 stood at ~1416 million hectares, ~38% of which is cumulatively contributed by India (156 million
hectares), USA (155 million hectares), Russian Federation (123 million hectares) and China (106 million
hectares). In 2014, per capita land availability was highest for Australia at 2.00 hectares however it was
very low for Russian Federation, USA, India and China and stood at 0.86, 0.49, 0.12 and 0.08hectares
respectively. With limited as well as skewed arable land distribution, any increase in future production
levels will be achieved through improvement in agriculture productivity in the countries with high land
availability through number of measures viz. balanced fertilizer and pesticide usage, better quality seed
usage, higher farm mechanisation etc.

Global cereal production dominated by China, USA, European Union and India: Global production of
cereals is dominated by China, USA, European Union and India, with these regions together contributing to
~57% of the overall expected production during CY2018. While production of coarse grains (maize
particularly) is dominated by USA (~29% expected in CY2018) followed by China (17%) and European
Union (11%), wheat is primarily produced in European Union (19%) and China (18%). China also
dominates the production of rice (28% expected in CY2018) followed by India (22%).

Outlook on global food consumption and production: According to FAO, demand growth for agriculture
products is expected to slow considerably compared to the previous decade. The increase in demand for
agricultural products over the previous decade was primarily driven by China and growth in biodiesel
production. In China, income growth led to increase in food demand, their relevance is expected to diminish
over the coming decade.
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Exhibit9 — Country-wise Arable Land (2014) Breakup
(Source: The World Bank, ICRA Analysis)
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Exhibit 10 — Region-wise Global Cereal Production (FY17 Forecast)
{Source: FAQ 1CRA Analysis)

Demand growth in China is slowing down, as income growth moderates and the propensity for households
to spend additional income on food declines. Further, the evolution of biofuels markets is dependent on
policies and crude oil prices, and hence harder to forecast based on demographic and economic trends.

Global cereal production is estimated to grow by around 1% p.a., leading to a total increase of 11% for
wheat, 14% for maize, 10% for other coarse grains, and 13% for rice by 2026. The bulk of the additional
production over the forecasted period is expected to be generated through crop yield improvements. The
increase in wheat production is expected to be achieved through higher yields, most notably in Asia and
Pacific, which will account for ~46% of additional wheat production. Globally, India will account for the
biggest increase in wheat production. Growth in rice production is expected to exclusively be driven by
yield growth as the total area dedicated to rice is expected to increase by only 1% from the base period,
while global yields of rice will increase by 12%. Major production gains are projected for India, besides
other countries like Indonesia, Thailand etc (Source: OECD-FAO Outlook 2017-2026.)

Rise in production primarily driven by yield improvement: As can be seen from the Exhibit 11, crop yield
has witnessed a healthy improvement over the last 30 years which has been the driving force of rise in
global production levels over the period. Among the major producing countries, yield for USA has been the
highest; it was least for India; however, the same offers a great opportunity to India to increase the cereal
production levels through improvement in the yields with balanced fertilizers usage, efficient seeds, better
water use efficiency etc. According to FAO, the three primary reasons contributing to the increased global
crop production are 1) Increased yield per unit area (~75-78% contribution), 2) Increased cropland and
rangeland area (15-17% contribution) and 3) Greater cropping intensity (5-8% contribution).

Although it is difficult to determine, how much crop yield is the result of usage of commercial fertilizers,
studies have been undertaken to compare yields of unfertilized crops with yields of crop treated with
fertilizers. As per a study (Stewart et. al. 2005), 30-50% of crop yield can be attributed to commercial
fertilizer input. As per the study, without the usage of N fertilizers, average yields in USA declined by 41%,
37%, 19% and 16% for maize, rice, barley and wheat respectively. According to the Sanborn Field study at
the University of Missouri, N P and K fertilizer have contributed to almost 60% of the total yield of the
crop. These studies indicate the importance of fertilizers in cereal productivity as it accounts for at least half
of the crop yield.

As can be seen from the Exhibit 12, Global cereal production per tonne of fertilizer used has remained in

the range of 12.5-14 tonnes. The growth in global fertilizer consumption has been accompanied with
increased global foodgrain production over the years.
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Exhibit 11 — Country-wise Cereal Yield- MT/ hectare
(Source: The World Bank, ICRA Analysis)
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Exhibit 12 — Global Cereal Production (tonne) per tonne of Fertilizer use
(Source: Earth Policy Institute, ICRA Analysis)

OVERVIEW OF THE INDIAN AGRICULTURE & FOOD INDUSTRY

Background: With only about 2.3% share in the world’s total landmass and 4% of its water resources, India
has to support about 17.5% of the world’s human population and 15% of the livestock. Agriculture has
played an important role in the economic development of India which is an agrarian society with ~15% of
GVA and >55% of the population depending on it. In addition to providing the required food for the
growing population of India, agriculture has provided income to rural areas as well as savings for
investments, released labour for downstream industry and has increased demand for industrial goods.
Agriculture’s share in Indian economy has been significant, though the same has witnessed a declining
trend as other sectors, particularly services, have grown considerably.

Robust growth in food-grain production: Despite a marginal increase in acreage (0.28% annual increase
from 122.78 million hectares in 2001-02 to 128.03 million hectares in 2016-17), all India food grain
production has increased by ~30% and at a CAGR of 1.73% from 212.9 million tonnes in 2001-02 to 275.1
million tonnes in 2016-17 driven by improvement in agriculture productivity. As per the first advance
estimate (released in September 2018), the foodgrain production is expected to grow to 284 million tonnes
in 2018-19 . Rice and wheat are the primary food grain produced by the country with cumulative
contribution hovering at ~75-80% over the period. India is the second largest producer of wheat and rice in
the world and is the second largest producer and exporter of cotton in the world.
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Exhibit 13 — GVA Breakup at Basic Price
(Source: Central Statistics Office (CSO), ICRA Research)
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Exhibit 14 — All India Food Grain Production (FY04-FY19E) — in million tonnes
(Source: Department of Agriculture Cooperation & Farmer Welfare, ICRA Research)
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Exhibit 15 — All India Foodgrain Mix (FY04-FY18AE) — in million tonnes
(Source: Govt. Of India — Department of Agriculture Cooperation & Farmer Welfare,
ICRA Research)

In terms of state-wise contribution, Uttar Pradesh, Punjab, Madhya Pradesh are the top three food grain
producing states of the country and cumulatively contributed to ~40% of the total domestic production in
2017, increasing from ~38% in 2015. According to the Department of Industrial Policy and Promotion
(DIPP), the Indian agricultural services and agricultural machinery sectors have cumulatively attracted
foreign direct investment (FDI) equity inflow of about USD 2,565 million from April 2000 to December
2018.

All India horticulture production has increased by ~108% and at a CAGR of 5.38% from 144.4 million
tonnes in 2002-03 to 300.6 million tonnes in 2016-17 driven by higher acreage (16.3 million hectare in
2002-03 to 25.11 million hectare in 2015-16) and better productivity (8.9 MT/Ha in 2002-03 to 12.0 MT/Ha
in 2016-17). As per the first advance estimate, the horticulture production is expected to grow by 1.0% in
2018-19 given the uneven monsoon spread. The production mix is dominated by vegetables (58%-61%)
and fruits (30%-32%). India's diverse climate ensures availability of all varieties of fresh fruits &
vegetables. India is the second largest producer of fruits and vegetables after China. It is the largest
producer of ginger and okra amongst vegetables and ranks second in the world in production of potatoes,
onions, cauliflowers, brinjal, cabbages. Amongst fruits, the country is the largest producer of mango,
papaya, lemon and banana. (Source: National Horticulture Board)
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Exhibit 17 — All India Horticulture Mix (FY05-FY19AE)-in million tonnes
(Source: All India 2018-19 (First Advance Estimates), Department of Agriculture &
Cooperation. ICRA Research)
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Exhibit 18 — Snapshot of Indian Agriculture Sector (2016-2017)

Yield
(2016-
17-AE)

MT/ha

Consumption
per capita
(2017E)

Kglannum

Exports

(2016-17-

AE)

Top 3 Preducing
States (2015-16)

Rs. Crore

% contribution
of top 3 states

India’s Position

: West Bengal, Uttar Second largest producer after China;
Rice 4319 11015 255 693 38443 Pradesh, Punjab 35.48% largest exporter in 2014
Uttar Pradesh, Madhya
Wheat 30.60 95.38 322 701 448 Pradesh, Punjab 65.49% Second largest producer after China
" Gujarat, Maharashtra,
Catton 10.85 562 0.52 236 10907 | 65.79% Second largest producer after China
f " Uttar Pradesh, Andhra
Fruits 6.48 9371 1451 49 4974 Pradesh, Maharashtra 35.00% Second largest producer after China
IMadhya Pradesh,
Pulses 29.46 2295 0.78 19.9 1278 Rajasthan, 57.13% Largest producer and importer of
Maharashtra pulses
Uttar Pradesh, West
Vegetables 10.30 178.18 17.1 ~89" 5791 Bengal, Madhya 34.00%
Pradesh Second largest producer after China
Gujarat, Madhya
Spices 3n 8.20 221 ~3.39 19111 Pradesh, Andhra 37.80% World's largest producer and
Pradesh exporter

*fresh fruits and fresh vegetables
(Source: Directorate of Economics and Statistics, Department of Agricuffure and Cooperation, ICRA Research)

Exhibit 19 — Overview of Southern India States (2016-17)

Cuﬁj’::(sd Y of total Pl:oducllon :fn;'mz:x‘: (;:)31'3- Pm::f;:aﬁon Pr:il:::‘:nn g:rﬂ;:l: 7 Matze Pulses °°‘Y°“
(2016-17) Slva (2016-17) - 17) (2016-17)  (2016-17) (2046-17) (2N [201647)  (2016-17)
Milllor w MTha WMillion Million Milllon Wiilion Million Millten
___Tonnes . - . Tonnes ___ Tonnes __ Tonnes T - __Tonhes | Bales
: Andhra Pradesh | 397 3.10% 10.37 3.76% 261 745 0.00 1.95 1.64 087 2.40
| Kamataka 7.29 5.69% 9.65 3.50% 1.32 254 047 522 3.26 172 160
. Tamil Nadu 2.98 2.33% 6.23 2.26% 2,09 4.04 0.00 1.75 1 1.25 0.44 0.37
| Telangana 3.20 2.57% 8.36 3.03% 2.54 547 0.00 2.70 260 | 049 386 |
| Rest of India 1105 86.31% 240.89 B7.44% 2.18 8095 98.04 3257 | 1751 1933 | 2192
(Source! Directorate of Economics and Statistics, Department of Agniculture and Coop ICRA R« h)
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Fruits Vegetables Spices

Area

Ci e Production Yield eha Production Yield Arva Production Yield

Cultivated Cultivated g
(2016-17) (2016-17) {2016-47) (2016-17) (2016-17) (2016-17) (2016-17) (201817)

Andhra Pradesh 593 1248 21.08 243 6.22 2580 273 1.20 4.40

Tamil Nadu 342 6.43 18.80 263 6.79 25.82 108 0.20 1.81
Karnalaka 409 6.91 16.89 469 8.62 18.38 225 0.40 1.77
Telangana 272 342 3 12.57 178 3.37 g&i 184 —6,79 428 3|
‘Restofindia | 4841 | 6448 | 1332 | o1 | 16108 | 1854 | 2005 | 562 | 193

(Source: Directorate of Economics and Statistics, Department of Agriculture and Cooperation, ICRA Research)

Human resources availability: India has a large labour force available to impart growth in the agriculture
sector, as almost 69% of the total population resides in rural areas as compared to the global average of
49%. Around 32% of the total rural population is involved in agriculture work; 45% of which are
cultivators and the rest being agricultural labourers with both cumulatively representing almost 55% of
Indian work force. (Source: Registrar General of India) The share of cultivators is, however, declining over
the last fifty years indicating the change in land tenure.

Huge land availability, though low on per capita basis: According to the World Bank, India has the largest
area of arable and permanently cropped land in the world, estimated at 156 Mha in 2014 (~11% of the total
land area), followed by the United States of America at 155 Mha. Being a highly populated country, land
resources on a per capita basis in India stands at ~0.12 hectare (declined from 0.5 hectare in 1951) which is
lower than the world average of ~0.20 hectare. Further, increasing urbanisation has resulted in a shift of
land usage for non-agricultural purposes. So, due to the limited land availability coupled with the rising
Indian population, higher aggregate production will be met through yield growth and improvement in crop
intensity which can be achieved through more balanced usage of pesticides, fertilizers, high quality seeds,
higher farm mechanisation etc.

Enhanced agriculture credit flows: The availability of cheap agriculture credit to farmers is one of the
important drivers for improving agricultural production and productivity and mitigating farmer distress.
Institutional credit available to the agri sector has grown at a healthy CAGR of 21.0% from FY2004 to
FY2017 and provided financing options to the farmers at lower interest rates. To discourage distress sale of
crops by farmers, the Indian Government has also provided interest subventions to small and marginal
farmers having Kisan Credit Cards.
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Exhibit 20 — Flow and growth of institutional credit to agricutture and allied activities
(FYD4-FY17)
(Source: Gowt OF Indlia- Economic Sunvey, Ministne of Agriculture & Farnmers Welfare,
ICRA Resaarch)
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Exhibit 21 — Share of institutional credit providers (FY041-FY17)
(Source: Gowt OF India- Econamic Suney, Ministns of Agricuiture & Fanmers Welfare, ICRA
Resaatch)

Irrigation coverage increasing, albeit at a very low pace: Indian agriculture is still heavily dependent on
rainfall with 52% of the total land area used for foodgrains being irrigated. Further, distribution of irrigation
across states is highly skewed. Though acreage (for foodgrains) under irrigation has increased over the last
fifteen years, India faces high level of inefficiency in irrigation systems which is reliant on surface water
sources (efficiency of 35-40%) as well as on ground water sources (efficiency of 65-75%). (Source: OECD-
FAO Agriculture Outlook). Water-use efficiency and productivity can be improved with increased focus on
micro-irrigation systems like drips and sprinklers. The ultimate irrigation potential in the country is
estimated at about 140 million hectares, out of which, about 58.5 million hectare is from major and medium
irrigation sources while the remaining 81.5 million hectare is from minor irrigation sources (about 64.1
million hectare from groundwater irrigation and 17.4 million hectare from surface water). The central
government, to complete the incomplete irrigation schemes, initiated the Accelerated Irrigation Benefit
Programme (AIBP) under which Rs. 58,504 crore of central loan assistance/grant has been released up to 31
March 2017. Since its inception, ~297 projects have been funded by AIBP which has helped in creating an
irrigation potential of ~24 lakh ha. Currently, work on about 99 projects identified under the AIBP program
with an irrigation potential of ~76 lakh ha is underway across 18 states. However, the widening gap
between irrigation potential created and that being utilized is required to be narrowed down in the near to
medium term to make India less reliant on rainfall which has been highly fluctuating over the last few
years.

Growing trade surplus: India has emerged as a leading agri-exporter with a trade surplus that has grown
from Rs. 18,791 crore in FY2005 to Rs. 1,77,051 crore in FY2014. However, over the past three years
(FY2015, FY2016 and FY2017), the trade surplus has dropped sharply to Rs.61,925 crore due to drought
that lowered output of several agri export products like sugarcane, pulses, etc. as well as increased import of
products like edible oil where indigenous production remains comparatively lower. Additionally,
anticipation of lower output and increase in prices of key agri-produce resulted in continuation of export
restrictions and increase in import by the Government. Rice accounts for the bulk of the exports followed
by meat, marine products, spices, cotton, etc. As per the World Trade Organization’s (WTO) trade
statistics, the share of India’s agricultural exports and imports in world trade in 2015-16 was 2.1% and 1.8%
respectively. Agricultural exports as a percentage of agricultural GDP increased from ~8-9% in FY2009 to
~13-14% in FY2014 before moderating to ~10-11% in FY2016. During the same period, agricultural
imports as a percentage of agricultural GDP increased from ~3-4% to ~8-9% (Source: World Bank and
WTO Statistics review).

Productivity growth key to increased production: With limited land availability, productivity growth has
remained an important driver for India in achieving the growth in the foodgrain production. Although, India
ranks first in productivity of grapes, banana, cassava, peas, and papaya, the productivity levels of Indian
agriculture particularly in key food grains is way below global standards. According to The State of Indian
Agricultural Report 2016-17, to improve the productivity, easy, economical and reliable access to key
inputs such as, fertilizers, pesticides, quality seeds, access to suitable technology tailored for specific needs,
the presence of support infrastructure and innovative marketing systems to aggregate and market the output
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from large number of small holdings efficiently and effectively are necessary.
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E xhibit 22 — % Area under Irrigation

{Source: Direclorate of Economics and Stafistics,
Department of Agriculfure and Cooperafion, |ICRA Research)
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Exhibit 23 — % Agriculture Trade Balance

(Source: Directorate of Economics and Statistics, Department of
Agriculture and Cooperation, ICRA Research)

Agriculture Pricing Policy and MSP: The Government fixes the Minimum Support Prices (MSPs) of
various agricultural crops on the recommendations of the Commission for Agricultural Costs & Prices
(CACP), the views of concerned State Governments and Central Ministries/Departments as well as other
factors considered relevant for fixing MSP. MSP was introduced to protect the agricultural producers
against any sharp fall in farm prices. MSPs for the major food grains has been increased at a CAGR of 6-
11% over the last eight years to compensate for the rising cost of production as well as to incentivize
farmers to increase the production as well as the productivity.
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Exhibit 24 — Minimum Support Price (Rs. Per quintal)
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Exhibit 25 — Yield (MT per hectare) — CY14
(Source: Intemational Feriliser Assodation (IFA), FAOSTAT, ICRA Research)
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Exhibit 26 — Movement in Yields — MT per hectare
(Source: Directorate of Economics and Statistics, Department of Agriculture and
Cooperation, ICRA Research)

Per Capita Consumption: Wheat has been the most consumed cereal in India with a per capita
consumption of 70.1 kg/annum in 2017 followed by rice (69.3 kg/annum). The per capita consumption of
coarse cereals has witnessed an improvement over the last few years while per capita consumption of pulses
has remained relatively stable. In the case of fruits, vegetables, milk, egg, meat, per capita consumption has
witnessed an increase due to a changing pattern in the demand of the households for high value items with
increasing income levels.

Outlook on Indian food consumption and production: With acreage at similar levels, production of
foodgrains is expected to grow to ~305 million tonnes by 2023. Rice will be the major contributor to the
growth with production levels of 124 million tones anticipated by 2023 and will be followed by wheat (112
million tonnes), coarse grain (46 million tonnes) and pulses (23 million tonnes). Per capita cereal food
consumption is expected to rise to 164 kg/person by 2023. Production growth over the period will be
encouraged by rise in MSPs for rice and wheat which have witnessed a robust increase in the past and is
expected to be increased in similar lines. According to the report, cereal consumption is anticipated to grow,
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but greater consumption of milk and milk products, pulses, fruits, vegetables and vegetable oil will
contribute to the improved intake of food nutrients. Further, owing to limited land availability, higher
production is expected to be achieved through improvement in yields. (Source: OECD FAO Agriculture
Outlook)
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Exhibit 27 — Per Capita Consumption (Kg per year)
(Source: Directorate of Economics and Statistics, Department of Agriculfure and Cooperation, ICRA Research)

Low yield, dependency on monsoon and modest soil healthy necessitate higher usage of fertilizers for the
Indian Agriculture Industry:

Although India has the largest area of arable and permanently cropped land in the world, India ranks third
in the world in overall foodgrain production after China and USA. The primary reason behind the same has
been the low crop productivity of India as compared to USA, China and other major producers. With
fertilizers accounting for at least half of the crop yield, it has a significant importance in the Indian
Agriculture and Food Industry.

Being highly dependent on monsoon, drought or lack of monsoons remains the major issue faced by the
Indian Agriculture industry. Uneven distribution of rainfall results in either excess or deficiency of water.
Fertilizers help plants to overcome these situations by increasing their capacity to hold more water and
improve the rooting depth.

Growing population would result in higher foodgrain requirement in the future while on the other hand,
there is limited scope to increase the gross cultivated area. Hence, the importance of fertilizers is expected
to only increase going forward.

Indian soil is deficient in not only primary nutrients (Nitrogen, Phosphorous and Potassium) but also of
secondary nutrients (Sulphur, Calcium and Magnesium) and micro nutrients (Boron, Zinc, Copper and Iron
etc.). In terms of soil fertility, Indian soil is moderately fertile w.r.t. phosphate nutrient and highly fertile
w.r.t. potassium against low fertility in case of nitrogen nutrient. The proportion of usage of N:P:K nutrients
was estimated at 8.0:2.7:1 in FY 2014, which is estimated to have improved to 7.2:2.9:1 extent in FY2016
due to better sales of P&K fertilisers vis-a-vis urea. Further, according to a study conducted by Indian
Institute of Soil Science (11SS), soil of as many as 174 districts across 13 states were deficient in secondary
nutrients like sulphur and micronutrients like zinc, boron, iron, manganese and copper. Deficiency of
nutrients and imbalance usage of fertilizers adversely impact the average yield, which stands low at 2984 kg
per hectare in 2014 for India as against world average of 3907 kg per hectare. The same can be corrected by
increasing awareness of the farmers for well managed, scheduled applications of NPK fertilizers, which in
turn may translate into higher usage of fertilisers in the future.

Government focus on driving farm incomes in the Union budget for FY2020 to aid agri-input sales:
Gol’s intent has been to double the farmer’s income by the year 2022. In the current Union budget for
FY2020, the government announced several initiatives to augment the farmer incomes and also alleviate the

agri-stress currently prevalent. The government has also been working to towards structural reforms like
issuance and acceptance of soil health cards, improving irrigation facilities etc.
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e Income support scheme for farmers positive for agri-input sectors: Gol announced a income support
scheme under the Pradhan Mantri Kisan Samman Nidhi Scheme (PM-KISAN) for small and marginal
farmers. Every farmer owning less than two hectare of land will receive Rs. 6,000 p.a. of income
support in three instalments of Rs. 2000 each during the year. The additional cash inflow for the
farmers from PM-KISAN along with other state-run farmer support schemes is expected to aid sales of
farm inputs like agrochemicals, seeds, fertilisers etc.

e Budgetary allocation for crop insurance and irrigation scheme aims at structural reforms: Gol
enhanced the allocation for the Pradhan Mantri Fasal Bima Yojna (PMFBY) by Rs. 1000 crore taking
the total to Rs. 14,000 crore. The scheme aims to provide insurance against crop failure for the farmers.
Gol has also been promoting improvement in the irrigation facilities through the Pradhan Mantri Krishi
Sinchayi Yojna (PM-KSY) to reduce the reliance on monsoon rains and reduce agro-climatic risks. Gol
has allocated Rs. 9,516 crore for the scheme. So far, the scheme has covered 37.49 lakh hectares of
land under micro-irrigation projects.

o Interest subvention schemes to reduce interest burden on farmers: Gol announced a 2% p.a. interest
subvention scheme for the farmers facing natural calamities. Additionally, another 3% p.a. interest
subvention has been offered to such farmers who make timely repayment of their loans. Interest
subvention will aid reduction in the interest burden on the farmers and also aid income of farmers with
lower outflow.

OVERVIEW OF THE FERTILISER INDUSTRY

Background: Fertilisers are organic and inorganic materials produced through natural or chemical
processes that are added to soil to supply nutrients that are essential for healthy growth and development of
plants. Nutrients can be classified into three categories:

O Primary nutrients: Nitrogen (N), Phosphorus (P) and Potassium (K) — Required in high
proportions

U Secondary nutrients: Calcium, Magnesium and Sulphur — Required in small amounts

U Micro nutrients: Chlorine, Iron, Manganese, Boron, Selenium, Zinc, Copper, Molybdenum, etc.
— Required in trace amounts

Fertilisers are an important input for the agriculture sector. Amongst the primary nutrients, nitrogen is
essential for growth and development, determines the plant’s yield and is the main constituent of plant
proteins; phosphorus is important for root development, improves water use efficiency and helps resist
drought and is useful for ripening of the seed and fruit, while potassium is a regulator of crop nutrients and
is responsible for formation of deeper root systems, regulating nitrogen absorption, reducing moisture loss
and increasing protein content in plants. The ideal ratio for application of primary nutrients in the Indian
soil is estimated to be N:P:K = 4:2:1.

India being an agrarian society with ~14% of GDP and >55% of the population depending on agriculture,
the fertiliser industry is highly important in the Indian context. Further, the fertiliser industry plays an
important role in catering to the increasing demand of food grains in India with only 2.3% of the world’s
total land area and ~17.5% of the population. As of CY2014, India was the second largest producer of N
and third largest producer of P (Source: FAI). However, despite the same, the country is highly dependent
on imports for meeting its fertiliser requirement, as can be seen in the Exhibit-28. Except for the western
region, all the other regions have higher consumption vis-a-vis capacities, resulting in favourable outlook
for existing plants as well as new capacities that would be setup in the country.

The fertiliser 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 (Gol) as the products are politically sensitive in nature. The governmental regulations have covered,
inter-alia, the farm gate price (FGP), types of fertilisers eligible for subsidy, distribution pattern and the
extent of profitability that can be earned by the manufacturers. Nevertheless, the P&K sector was partially
decontrolled during 2010, following which the players are able to alter the retail prices of the fertilisers as
per their cost structure and market prices, although the Gol continues to monitor the prices of subsidised
P&K fertilisers to a large extent.
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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 and Single Super Phosphate (SSP). Potassic fertilisers mainly
comprise of Muriate of Potash (MOP), which is not manufactured in India and is fully imported.

Among the various fertilisers, urea and DAP plants are characterised by high capital intensity, while 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 DAP and low value addition for NPK complexes and
SSP fertilisers. Consequently, operating margins also tend to remain on the lower side for the latter and at
moderate levels for DAP, while they remain healthy for energy efficient urea plants. Nevertheless, the net
margins for urea are weighed down by higher capital-related charges.
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Exhibit 28 — Fertiliser Capacity vs. Consumption (FY2017)
(Source: FAl ICRA Research)

Key Growth Drivers for the fertilizer demand

Growth in demand of food grains with increasing population and limited farmland availability: With
only 2.3% share in world’s total landmass, India has to ensure food security for 17.5% of world population.
India has ~190 million hectares of gross cultivated area with limited scope of increasing the same in the
future. Hence, improving the yield is critical to meet the growing demand for food-grains for the increasing
population and hence, the demand of fertilizers would continue to grow going forward. Besides, other
factors like higher meat consumption, increasing demand for more protein-rich diets and fruit and
vegetables would further drive fertiliser demand.

Low productivity would drive the demand for fertilizers: Growing demand for food-grains, limited scope
for increasing the cultivated area and low crop yield (as can be seen in the Exhibit-29), provide high
potential for increase in the fertiliser consumption going forward. Although the fertiliser consumption (per
hectare of arable land & land under permanent crops) which is higher than the world average as well as
higher than nations like USA & Indonesia; the productivity is low for some of the major crops. As
compared to China, the fertiliser consumption is very low, which may translate into higher usage of
fertilisers in the future.
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Fertiliser Cons umption/ Yield (Kg) per hectare
hectare of arable land &

land under permanent Paddy Wheat Maize
crops (Kg)

World 115.3 4539 3289 h664
India 144.0 3622 3030 2752
China 4213 6749 5048 5998
USA 138.8 8487 2944 10733
Brazil 162.3 5201 2209 5176
Indonesia 117.5 5135 - 4954

Exhibit 29 — Fertiliser Cons umption & Yield Across Countries
{Source: IFA, FADSTAT, ICRA Research)

Rising MSPs of various crops: As farming is a risky business with the farmer’s income dependent on the
vagaries of weather and pests, as well as local and international price trends; the MSP mechanism shields
farmers to an extent, from such risks, by guaranteeing a floor price for their produce. Rising MSPs of
various crops boost the farmer’s income and thus incentivizes the farmers to spend increasing amount on
fertilizers and other agri-inputs like seeds, agrochemicals, etc. which in turn would have a positive rub off
on companies in these segments.

Improving fertiliser use efficiency would drive the demand for NPK fertilizers: The per hectare
consumption of P&K fertilisers in India is low vis-a-vis urea and vis-a-vis other countries due to historical,
market and regulatory reasons. Historically, farmers have preferred urea in India due to lack of awareness
as well as favourable urea pricing vis-a-vis other fertilisers on account of presence of domestic capacities.
Nevertheless, in terms of soil fertility, Indian soil is moderately fertile w.r.t. phosphate nutrient and highly
fertile w.r.t. potassium against low fertility in case of nitrogen nutrient. The proportion of usage of N:P:K
nutrients improved to 4.3:2:1 in FY2010 from 7:2.7:1 in FY2001 due to a subsidy structure that led to
affordable retail prices for P&K fertilisers vis-a-vis urea. However, post the implementation of nutrient-
based subsidy in FY2011, the subsidies remain capped and have largely followed a declining trend, while
retail price continue to be significantly higher than urea prices. As a result of increase in retail prices the
demand for P&K fertilisers has declined. Accordingly, the NPK usage ratio in FY2016 was estimated at
7.2:2.9:1. NPK usage ratio has improved to 6.8:2.7:1 in FY2017 due decline in retail price of P&K
fertilisers during the year vis-a-vis urea. Nevertheless, the imbalanced usage of the fertilisers leads to lower
average yield per hectare for cereal in India (2984 kg in 2014) vis-a-vis world average (3907 kg) and other
countries (China 5886 kg, USA 7638 kg, Indonesia 5096 kg, Brazil 4640 kg). The yield and the soil fertility
can be improved with scientific applications of fertilizers.

Overall, India’s high dependence on agriculture growth, particularly in terms of yields given land scarcity,
to feed a growing population, relatively low per capita consumption of fertilisers and lack of scientific
application leading to low yields, increasing awareness amongst farmers, rising MSPs of various crops and
increasing proportion of irrigated land would continue to support the growth of the domestic industry, going
forward.

Global capacities and production: Overall, the global fertilizer sales in 2017-18 were estimated to be
around 187 MMT nutrients, i.e. increase of 0.9% over 2016-17. The fertilizer demand was relatively static
in Europe and East Asia, while modest growth prevailed in Latin America and Africa. The demand was
subdued in North America, South Asia and West Asia. The demand is expected to grow by 0.9% CAGR
189 MMT in 2018-19 (Source: IFA).

Globally the nitrogenous fertilisers production is widespread due to easy availability of key raw material,
natural gas. Consequently, the global N fertilisers industry is less consolidated vis-a-vis the P&K fertilisers
industry. India is the second largest producer and consumer of N fertilisers next to China. (Source: FAI)

For phosphate and potash fertilisers, there are only a few large suppliers as rock phosphate and potash
mineral reserves are available only in certain regions globally. India is the second largest consumer for
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phosphorous fertilisers and fourth largest consumer for the potash fertilisers. However, the production is
limited for phosphorus fertilisers while there is no established source for potash reserves in India. As a
result, India is dependent on imports for meeting its fertiliser requirement. Hence, the bargaining power for
the importing nations like India is limited to some extent as these suppliers have historically formed cartels.

Global urea prices have softened in last four years; near to medium term outlook remains subdued: Urea
prices are a function of the input energy costs and demand. Urea prices have declined significantly over past
four years owing to decline in energy prices and increase in Chinese supplies as coal prices declined
significantly. Global urea prices have averaged around $250/MT for last five years (February 2014-
February 2019) against $341/MT for the five-year period before (Jan 2009-Jan 2014).

China exerts significance influence on the global urea price dynamics as ~44% of the global urea capacity is
based out of the country. Majority of the Chinese urea capacity is coal based and with decline in coal price
since FY2012, cost of production for Chinese players has declined significantly. As a result, the share of
Chinese exports in global urea exports has been on an upward trend since FY2012 rising from 16% of
global urea trade in CY2012 to ~29% in CY2015 and downward pressure on urea prices. However with
recent crackdown of the Chinese government on polluting units, Chinese exports have declined in CY2018,
which has provided some support to international urea prices recently. However, commissioning of
capacities in low gas costs regions like U.S, Russia and Middle-East over next two-three years along with
India looking at commissioning nearly 7-8 MMT of urea capacities in the next 3-4 years to achieve self
sufficiency in urea production, the exportable surplus in the global markets will increase as urea
consumption is expected to grow at a slower pace. Given these factors, ICRA research believes that urea
prices will remain in the range of $240-$300/MT which would also be a reflection of expected supply
increases over medium to long term.
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Exhibit 30 — Trends in Fertiliser Production Globally (MMT, On Nutrient Basis)
(Source: FAl ICRA Research)
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Exhibit 31 — Urea International Price Trends

DAP prices to be driven by Chinese supplies and Indian demand: Global prices have fluctuated
significantly during the past decade. Prices had seen downward pressure in FY2014 owing to lower imports
by India post implementation of the Nutrient Based Subsidy (NBS) scheme which led to significant
increase in the retail price of phosphatic fertilisers vis-a-vis urea and thus leading to lower demand.
International DAP prices have remained firm at levels near $400/MT over the last twelve months. The
prices have witnessed upward bias driven by increase in raw material prices and lower global production
due to lower operating rates in China, plant shutdowns in the US and slow ramp up of some new capacities.
The prices however have started moderating in the YTD CY2019 so far and are expected to moderate given
the weak demand for P&K fertilisers in India given the weak monsoon and low reservoir levels in the rabi
season. While few capacity additions are planned in CY2019, no further capacity additions have been
announced which should help in supporting the phosphatic prices in the medium term.
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Exhibit 32 - DAP, MOP: International Price Trends
(Source: indexmundi.com, ICRA Research)

MOP prices have declined following collapse of BPC and higher supply vis-a-vis demand: Global sales and
prices of potash have fluctuated over the past decade, with sales varying between 50-55 MMT in the last few
years. The potash (MOP) supply is strongly concentrated as the mines are concentrated in specific regions —
Canada, former CIS (Commonwealth of Independent States, primarily Russia and Belarus), Germany, Israel,
Jordan, Chile, etc. Further, the suppliers have made marketing arrangements/cartels to ensure bargaining power.
The industry had been largely organised, till 2013, as a duopoly between Belarusian Potash Company (BPC)
and Canpotex (Canadian Potash Exporters), who had a market share of ~60-65% of the global production of
potash. In July 2013, Uralkali pulled out of BPC, its marketing joint venture with Belaruskali accusing the latter
of selling potash outside its marketing agreement. As BPC was the largest supplier in the international market,
having a 35% market share in CY2012, the collapse of BPC, along with reduced demand from China and India,
led to significantly lower prices of MOP, wherein the prices of MOP fell from US$ 393/ MT in July 2013 to
US$ 305/ MT in July 2015. Since then potash prices have remained subdued and the Indian contract for the
current season is at ~$290/MT. Going forward, ICRA research expects MOP prices to remain stable in FY2019
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and H1 FY2020 given the finalisation of the Chinese and Indian contracts and despite re-opening of the
Canadian mines as global producers undertake output cuts. Possible revival of ties between Uralkali and

Belaruskali may help in price recovery for MOP; however, any concrete development on this front remains to be
seen.
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SUMMARY OF OUR BUSINESS
Overview

We are an agri-input Company focused on manufacturing, distribution and retailing of a wide range of crop
yield enhancing and protection products. Our product portfolio includes crop protection, crop nutrients, seeds,
veterinary feed supplements. Further, in order to secure supply of sulphuric acid, one of our key ingredients, we
also ventured into manufacturing of sulphuric acid. We produce sulphuric acid as well as other sulphuric acid
based chemicals like LABSA and oleum that have wider applications across industries like agrochemicals,
veterinary feed supplements, pharmaceuticals, synthetic detergents etc. Our range of product encompasses
products across the agri-value chain viz., from seeds to crop nutrients products to crop protection products and
also veterinary feed supplements.

Majority of our sales is from branded products like “FAST” (trademark registered), “MOTOX - 10G”
(trademark registered), “SAMRAT ATRAZINE 50% WP” (trademark unregistered) and “MEGA IMIDA” (
trademark unregistered) being brands for crop protection; “AJAY (14-35-14)” (trademark registered) and
“AJAY (20-20-0)” (trademark registered) being brands for NPK mixture crop nutrient products; “ANNADATA
SINGLE SUPER PHOSPHATE” (trademark unregistered) being brand for single super phosphate; “ABHAYA
CAL MIX” (trademark registered) being brand for di-calcium phosphate and “APURVA SEEDS” (trademark
registered by our Subsidiary) being brand for seeds. For complete details of brands/ trademarks registered by our
Company, please refer chapter titled “Government and Other Approvals” on page 449 of this Red Herring
Prospectus. To ensure timely supply and availability of our products as well as achieve last mile connectivity
with the farmers, we have set-up Company operated depots at 11 locations across India that are established
based on the agricultural belts and / or having ease of connectivity with our dealer network. We have also
appointed C & F Agents in 4 locations. Our products are distributed from our depots / manufacturing location
based warehouses/ C & F Agents to a network of approximately 8,000 dealers spread across various states in
India. Further, our Company has also set-up a chain of company operated retail outlets known as Kisan Seva
Kendras in the East and West Godavari, Vizianagaram, Srikakulam, Visakhapatham and Krishna districts of
Andhra Pradesh; Warangal district of Telangana; and Koppal, Raichur, Bellary and Gadag districts of Karnataka
where our primary manufacturing operations are conducted as a channel of direct sales to our end customers.

Our Company is a part of the K.P.R. group based out of East Godavari district of Andhra Pradesh. The group
has interests in agri-inputs, chemicals, rice mills and poultries. One of our Promoters, Rajasekhar Reddy
Kovvuri along with other partners entered into business of agrochemicals and fertilisers through a partnership
firm M/s. Mega Chemicals and Fertilisers on January 17, 2000. Pursuant to a Partnership Deed — Change in
Constitution dated March 1, 2003, our Promoters Venkata Mukunda Reddy Karri and Papa Reddy Kovvuri also
became partners amongst other partners of M/s. Mega Chemicals and Fertilisers. Post incorporation of our
Company in the year 2007, the assets and liabilities of M/s. Mega Chemicals & Fertilisers were transferred to
our Company. For further details, see the chapter titled “History and Certain Corporate Matters” on page 214 of
this Red Herring Prospectus. Over the years, we have focused on organic growth by investing to increase our
production capacities and diversify our product range from being only a crop protection product company to
wide product portfolio based agri-input company.

As on March 31, 2019, we have a wide product portfolio across the agri-value chain as noted below —
e  Crop Protection Products — registrations of 156 formulations from CIB;

e  Crop Nutrient Products - single super phosphate, 11 grades of NPK mixture fertilizers, micro nutrients and
bio products;

e Seeds — 83 variety of seeds spanning various field and vegetable crops for which we have received
centralised seed license certification for marketing and/or research and trial marketing;

e Veterinary Feed Supplements — di-calcium phosphate for animal feed and also for use in pharmaceutical
industry; and

e  Sulphuric Acid — production of sulphuric acid and sulphuric acid based chemicals like LABSA and oleum
for variety of industrial applications including agrochemicals, pharmaceuticals, etc.

We operate three manufacturing facilities viz one each at Balabhadrapuram and Biccavolu in East Godavari
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district of Andhra Pradesh and one in Koppal district, Karnataka and our seed processing unit is located in
Warangal district, Telangana which is operated under our wholly-owned subsidiary, Sri Sai Swarupa Seeds
Private Limited. We have an installed capacity of 555,000 MTPA of crop nutrient products, 21,560 MTPA of
crop protection products, 34,560 MTPA for veterinary feed supplements, 175,800 MTPA for chemicals and the
installed capacity of our seed processing unit is 15,000 MTPA. We have also set-up a waste heat recovery plant
at our manufacturing facility at Biccavolu, East Godavari as well as Koppal, Karnataka to generate power in
order to optimally use the steam produced during the manufacturing of sulphuric acid. The aggregate capacity of
our waste heat recovery power plants is 2.5 MW (1.5 MW at Biccavolu, Andhra Pradesh and 1 MW at Koppal,
Karnataka) which caters to our captive power requirements at our manufacturing facilities.

We have a quality control laboratory at (i) Biccavolu facility, Andhra Pradesh; (ii) Balabhadrapuram facility,
Andhra Pradesh; (iii) Warangal facility, Telangana; and (iv) Koppal facility, Karnataka, which primarily
monitors the quality of our major raw materials and finished goods. Further, we have received quality control
certifications relating to our products and manufacturing facilities including EMS 14001:2015 certificate for
operating as environmental management system for our manufacturing facilities located at Biccavolu and
Balabhadrapuram, Andhra Pradesh and Koppal, Karnataka having scope of manufacturing and supply of
pesticides, fertilizers, chemicals, API’s and animal nutrients; OHSAS 18001:2007 certificate for operating as
occupational health and safety management system for Biccavolu facility and Balabhadrapuram facility, Andhra
Pradesh and Koppal facility, Karnataka having scope of manufacturing and supply of pesticides, fertilizers,
chemicals, API’s and animal nutrients; ISO 9001:2015 certificate for operating as quality management system
for manufacturing facilities at Balabhadrapuram and Bicaavolu, Andhra Pradesh having scope of manufacturing
& supply of pesticides, fertilizers, chemicals, bulk drugs and animal nutrients; license as per 1S 5470:2002 for
the product dicalcium phosphate animal feed grade for manufacturing facility at Biccavolu, Andhra Pradesh and
license as per IS 1664:2002 for the product mineral mixture supplementing cattle feed type 1 and 2 for
manufacturing facility at Biccavolu, Andhra Pradesh. For further details please refer to our chapter titled “Key
Regulations and Policies” appearing on page 201 of this Red Herring Prospectus.

As on March 31, 2019, we had a total workforce of 1,332 (including 130 contract labourers).
The table below provides information regarding total revenue from operations (net of excise duty) on
consolidated basis, including subsidy from the government relating to various business verticals for the last

three Fiscals:

(Unless stated otherwise, Z in million)

Segments Fiscal 2016 Fiscal 2017 Fiscal 2018
Net Sales % of revenue Net Sales % of revenue Net % of revenue
from from Sales from
operations operations operations

Fertilisers* 4,075.05 70.25 4,102.28 70.28 3,551.57 59.21
Chemicals 450.97 7.77 445.55 7.63 618.42 10.31
Pesticides 1003.18 17.29 1,017.01 17.42 1,550.16 25.84
Seeds 271.66 4.68 272.54 4.67 277.98 4.63
Total 5,800.87 100.00 5,837.38 100.00 5,998.13 100.00

*including veterinary feed supplements and trading in fertilisers
OUR STRENGTHS
We believe that the following are our key competitive strengths:

1. Wide agri-input product portfolio with presence across the agri-value chain enabling diversification of
revenue risk

Over the years, we have grown significantly on account of diversification of our product range from being only
a crop protection product company in the year 2007 to a wide agri-input product portfolio company. Our range
of product encompasses products across the agri-value chain viz., from seeds to crop nutrients products to crop
protection products and also veterinary feeds supplements. Today, we have a diversified portfolio including (i)
registrations of 156 formulations in the crop protection products from CIB; (ii) Single super phosphate fertilizer,
11 grades of NPK mixture fertilizers, micro nutrients and bio products under crop nutrient products; (iii) 83
variety of seeds; (iv) Di-calcium phosphate which is used for veterinary feed supplements and also for use in the
pharmaceuticals industry; and (v) sulphuric acid and sulphuric acid based chemicals like DMS, LABSA and
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oleum for variety of industrial applications including agrochemicals, pharmaceuticals, etc.

Further, we believe our continued engagement with the dealers and wide reach to the farmers has helped us to
understand the specific product requirements of end customers thereby enabling us to identify new product
opportunities from time to time. This along with our objective of being present across the agri-value chain and
meet the growing needs of farmers has enabled us to widen our product portfolio which has also helped us to de-
risk our revenues.

2. Strong and growing distribution network

In order to ensure timely supply and availability of our products as well as achieve last mile connectivity with
the farmers, we have set-up company operated depots at 11 locations and also have C & F Agents at 4 locations
across India that are established based on the location of the agricultural belts and / or for having ease of
connectivity with our dealer network. Our products are distributed from our depots and manufacturing location
based warehouses to a network of approximately 8,000 dealers/distributers spread across various states in India.
Further, as on March 31, 2019, our Company has also set-up a chain of 126 Company operated retail outlets
known as Kisan Seva Kendras in the East and West Godavari districts; Srikakulam, Vizianagaram,
Visakhapatnam and Krishna district of Andhra Pradesh; Warangal district of Telangana as well as Koppal,
Raichur, Bellary and Gadag districts of Karnataka, where our primary manufacturing operations are conducted
as a channel of direct sales to our end customers, which also enables us to showcase our variety of products. We
believe, our growing distribution network facilitates efficient sales and brand visibility of our products in the
markets where we operate.

We have a strong marketing team of 145 people as on March 31, 2019, who are in touch with our dealer
network on a regular basis to understand demand patterns and also offer them various incentive structures,
payment patterns, etc. in order to push our product sales. Further, our sales personnel visit various villages on
periodic basis to conduct camps to educate farmers and dealers on the various products of our Company,
application procedures and the related benefits. In order to provide support services to our end customers and
dealers, we have also set-up a dedicated toll-free helpline for delivering product information, technical details,
etc. This has helped us to reach and establish connectivity with our end customers. Further, we believe our
strong relationship with our dealers and our chain of company operated stores has enabled us to introduce new
products in our existing markets within a short time frame.

3. Material sourcing capabilities

We believe that the availability of multiple raw material providers across various jurisdictions for our varied
range of products helps us in not being dependent on a single or limited number of suppliers. We source our
technicals, chemicals, urea, DAP, MOP and other generic active ingredients in their finished form from third
party manufacturers, domestically as well as internationally depending on the availability and pricing dynamics.
We continue to develop and maintain our relationship with the third party suppliers to ensure timely delivery of
raw materials.

Further, our Company is registered with Department of Fertilisers as a certified importer of P&K fertilisers,
which we import and process into various grades of NPK mixtures and then subsequently sell them under our
brand. Further, our Company is also licensed to import some technical products which are primary raw materials
for some of our crop protection products. We do not have to depend on third party for sourcing these materials.
Our ability to directly source raw materials enables us to plan our production and allocate resources effectively.

4. Certified manufacturing facilities

Our Company operates three manufacturing facilities viz one each at Balabhadrapuram and Biccavolu in East
Godavari district of Andhra Pradesh and one in Koppal district, Karnataka and our seed processing unit is
located in Warangal district, Telangana which is operated under our wholly-owned subsidiary, Sri Sai Swarupa
Seeds Private Limited. We have an installed capacity of 555,000 MTPA of crop nutrient products, 21,560
MTPA of crop protection products, 34,560 MTPA for veterinary feed supplements, 175,800 MTPA for
chemicals and the install capacities of our seed processing unit is 15,000 MTPA. Our combined installed
capacities for production of sulphuric acid is 420 TPD used for both captive consumption as well as external
sales. We have also set-up a waste heat recovery plant at our manufacturing facility at Biccavolu, East Godavari
as well as Koppal, Karnataka to generate power in order to optimally use the steam produced during the
manufacturing of sulphuric acid. The aggregate capacities of our waste heat recovery power plants is 2.5 MW
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(1.5 MW at Biccavolu, Andhra Pradesh and 1 MW at Koppal, Karnataka) which caters to our captive power
requirements at our manufacturing facilities.

We have a quality control laboratory at (i) Biccavolu facility, Andhra Pradesh, (ii)_Balabhadrapuram facility,
Andhra Pradesh; (iii) Warangal facility, Telangana; and (iv) Koppal facility, Karnataka, which primarily
monitors the quality of our major raw materials. Further, we have received quality control certifications relating
to our products and manufacturing facilities including EMS 14001:2015 certificate for operating as
environmental management system for our manufacturing facilities located at Biccavolu, Balabhadrapuram and
Koppal having scope of manufacturing and supply of pesticides, fertilizers, chemicals, API’s and animal
nutrients; OHSAS 18001:2007 certificate for operating as occupational health and safety management system
for our manufacturing facilities located at Balabhadrapuram and Koppal having scope of manufacturing and
supply of pesticides, fertilizers, chemicals, API’s and animal nutrients; ISO 9001:2015 certificate for operating
as quality management system for our manufacturing facilities located at Biccavolu and Balabhadrapuram
having scope of manufacturing and supply of pesticides, fertilizers, chemicals, bulk drugs and animal nutrients;
license as per IS 5470:2002 for the product di-calcium phosphate animal feed grade for our Biccavolu facility
and license as per 1S 1664:2002 for the product mineral mixture supplementing cattle feed type 1 and 2 for our
manufacturing facility located at Biccavolu. For further details please refer to our chapter titled “Government
and Other Approvals” appearing on page 449 of this Red Herring Prospectus.

5. Experienced Promoters and management team

Our Promoters have played a key role in developing our business and we benefit from their significant
experience in the agri-input industry. Our individual promoters traditionally were into the business of rice mills
and poultry farming. For details in relation to our Promoters and the experience of our Key Managerial
Personnel, see “Our Promoters, Promoter Group and Group Entities” and “Our Management” on pages 237
and 222, respectively of this Red Herring Prospectus. We believe that the domain knowledge and experience of
our Promoters and our management team provides us with an advantage as we seek to grow in our existing
markets and enter new geographies. We believe that our management team’s industry experience, knowledge
and relationships with suppliers and customers have led to growth in the past. Our management’s ability to
identify new avenues of growth and implement our business strategies in efficient manner has been one of the
important factors towards our Company’s growth.

Business Strategy
1. Enhance product offering

We will continue to identify related product opportunities based on market trends and intelligence, feedback
from our dealer network and identify opportunities in the off-patent chemistry products.

2.  Geographical expansion

Currently, our products are marketed in Andhra Pradesh, Telangana, Maharashtra, Odisha, Rajasthan, Bihar,
Tamil Nadu, Kerala, Karnataka, Punjab, Haryana, Jharkhand and Madhya Pradesh. We intend to expand our
reach in these states by appointing more dealers. We also intend to market our products in other parts of India,
namely, Uttar Pradesh, Himachal Pradesh, Chhattisgarh and West Bengal thereby increasing our footprint.

3. Increase our market penetration

To further strengthen our timely supply and availability of our products as well as achieve last mile connectivity
with the farmers around our manufacturing facilities, our Company has set up Kisan Seva Kendras — Company
Operated retail stores. Currently, our Company has these stores in and around the districts of Andhra Pradesh
Koppal, including Srikakulam, Vizianagaram, Vishakhapatnam, East and West Godavari and Krishna; in
Karnataka around Gadag, Bellary and Raichur districts and in Warangal district of Telangana which are closer
to our manufacturing units. Further, to deepen our connectivity as well as expand our reach, our Company will
explore the possibility to increase the dealer network across various states in India.
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SUMMARY OF FINANCIAL INFORMATION

The following tables set forth the summary of our standalone and consolidated restated financial information for
and as of Fiscals 2014, 2015, 2016, 2017, 2018 and nine months period ended December 31, 2018. These
financial statements have been presented in accordance with IndAS and the Companies Act and restated in
accordance with the Companies Act and the SEBI ICDR Regulations and are presented in the chapter titled
“Financial Statements” on page 256 of this Red Herring Prospectus. The summary financial statements
presented below should be read in conjunction with our Restated Financial Statements, the notes and annexure
thereto and the chapter titled “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” on page 410 of this Red Herring Prospectus.

RESTATED CONSOLIDATED SUMMARY STATEMENT OF ASSETS AND LIABILITIES

(Z in Millions)
As at
Particulars December March March March March March
31, 2018 31,2018 31,2017 31,2016 31,2015 31,2014
(1) ASSETS
Non-current assets
(a) Property, Plant and Equipment 2,163.53 | 2,311.04 | 2,458.26 | 2,466.97 | 2,204.36 | 2,170.65
(b) Capital work-in-progress 0.38 - 1.43 4.38 35.76 40.35
(c) Goodwill 3.60 3.60 3.60 3.60 3.60 3.60
(d) Other Intangible assets 0.44 0.49 0.55 0.61 - -
(e) Financial Assets
(i) Investments - - 105.39 105.39 105.39 114.55
(ii) Trade receivables 439.14 403.25 389.47 382.99 198.56 138.02
(iii) Loans 129.89 127.36 112.19 72.45 14.67 42.17
(2) Current assets
(@) Inventories 2,905.26 | 2,927.96 3,237.92 2,634.43 1,965.01 2,090.59
(b) Financial Assets
(i) Trade receivables 2,430.17 | 2,356.17 2,164.74 1,988.71 2,5631.63 2,306.54
(if) Cash and cash equivalents 131.87 | 146.37 15061 | 187.66 | 18527 |  177.02
(iii) Loans 119.92 105.97 78.07 256.19 153.33 105.41
(c) Other current assets 33.71 25.06 22.64 26.96 6.42 2.73
Total Assets 8,357.91 | 8,407.28 8,733.87 8,130.34 7,403.99 7,191.64
EQUITY AND LIABILITIES
Equity
(a) Equity Share capital 854.64 854.64 854.64 854.64 854.64 854.64
(b) Other Equity 1,669.36 | 1,393.44 1,096.80 868.88 677.75 444.60
LIABILITIES
Non-current liabilities
(a) Financial Liabilities
(i) Borrowings 618.35 803.81 520.72 672.05 | 1,093.44 | 1,441.15
(b) Provisions 16.75 14.62 13.86 11.76 7.02 2.86
(c) Deferred tax liabilities (Net) 362.27 358.72 319.54 330.22 306.63 280.78
Current liabilities
(a) Financial Liabilities
(i) Borrowings 2,34454 | 2,520.68 2,712.20 2,588.16 2,388.14 2,083.57
(ii) Trade payables 1,851.12 | 1,838.58 2,741.75 2,042.07 1,415.39 1,529.92
(b) Other current liabilities 408.82 479.35 371.34 596.21 465.80 353.89
(c) Provisions 232.06 143.43 103.02 166.35 195.17 200.22
Total Equity and Liabilities 8,357.91 | 8,407.28 | 8,733.87 | 8,130.34 | 7,403.99 | 7,191.64
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The above statement should necessarily be read with the basis of preparation and significant accounting policies
appearing in Annexure 5 to the Restated Consolidated Financial information and statement of adjustments to audited
standalone financial statements appearing in Annexure 6
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RESTATED CONSOLIDATED SUMMARY STATEMENT OF PROFIT AND LOSS

(Z in Millions)
For the Year/Period Ended
Particulars December March March March March | March 31,
31,2018 31,2018 | 31,2017 | 31,2016 | 31,2015 2014
| Revenue From Operations 4,825.32 | 5,998.13 | 5,837.38 | 5,800.87 | 5,974.38 6,129.30
1l Other Income 7.44 10.10 69.62 13.23 31.31 29.79
1" Total Income (I+11) 4,832.76 | 6,008.22 | 5,907.00 | 5,814.10 | 6,005.68 6,159.08
v EXPENSES
Cost of materials consumed 3,271.33 | 4,064.42 | 2,963.47 | 3,792.90 | 3,934.72 3,693.70
Purchases of Stock-in-Trade 35.98 71.19 971.79 234.12 17.92 456.30
Changes in inventories of
finished goods, Stock-in —
Trade and work-in-progress 37.34 21.05 85.16 | (140.57) 176.91 159.28
Employee benefits expense 234.09 322.29 337.02 290.15 216.23 152.92
Finance costs 367.47 466.93 550.05 508.73 487.64 499.41
Depreciation and amortization
expense 150.81 207.71 198.95 175.49 143.04 131.72
Other expenses 379.26 476.29 524.59 590.46 627.20 590.76
Total expenses (1V) 4,476.29 | 5,629.88 | 5,631.02 | 5,451.26 | 5,603.67 5,684.08
\ Profit/(loss) before exceptional
items and tax (I- 1V) 356.47 378.34 275.98 362.84 402.02 475.00
VI Exceptional Items - - - - 6.64 47.72
VII Profit/(loss) before tax (V-VI) 356.47 378.34 275.98 362.84 395.37 427.28
VIl | Tax expense:
(1) Current tax 102.29 77.45 59.25 96.18 87.24 120.78
(2) MAT Credit (25.27) (34.82) - - - (2.42)
(3) Deferred tax 3.54 39.18 (10.68) 23.59 25.85 24.83
IX Profit (Loss) for the period
from continuing operations
(VII-VII 275.90 296.52 227.41 243.07 282.28 284.10
X Profit/(loss) from discontinued
operations - - - - - 3.74
X Tax expense of discontinued
operations - - - - - 1.27
XII | profit/(loss) from Discontinued
operations (after tax) (X-XI) - - - - - 2.47
X1 Profit/(loss) for the period
(IX+X11) 275.90 296.52 227.41 243.07 282.28 286.56
XIV | Other Comprehensive Income - - - - - -
A (i) Items that will not be
reclassified to profit or loss - - - - - -
(if) Income tax relating to
items that will not be reclassified
to profit or loss - - - - - -
B (i) Items that will be
reclassified to profit or loss - - - - - -
(ii) Income tax relating to
items that will be reclassified to
profit or loss - - - - - -
XV | Total Comprehensive Income
for the period
XH1+XIV)(Comprising Profit
(Loss) and Other
Comprehensive Income for the
period) 275.90 296.52 227.41 243.07 282.28 286.56
XV Earnings per equity share (for
continuing operation):
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(1) Basic

3.23

3.47

2.66

2.84

3.30

3.35

(2) Diluted

3.23

3.47

2.66

2.84

3.30

3.35

XVII

Earnings per equity share (for
discontinued operation):

(1) Basic

(2) Diluted

XV

Earnings per equity share(for
discontinued & continuing
operations)

(1) Basic

3.23

3.47

2.66

2.84

3.30

3.35

(2) Diluted

3.23

3.47

2.66

2.84

3.30

3.35

The above statement should necessarily be read with the basis of preparation and significant accounting policies
appearing in Annexure 5 to the Restated Consolidated Financial information and statement of adjustments to audited
standalone financial statements appearing in Annexure 6.
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RESTATED CONSOLIDATED SUMMARY OF CASH FLOW STATEMENT

® in Millions)
For the Period/Year ended
PARTICULARS D::ZTb March March March March March
2018 | 31,2018 | 31,2017 | 31,2016 | 31,2015 | 31,2014
A | Cash Flow from Operating Activities

Profit/(Loss) Before Tax, as restated 356.47 378.34 275.98 362.84 395.37 431.02

Adjustments for :

Depreciation and Amortisation Expense 150.81 207.71 198.95 175.49 143.04 131.73
Mat Credit Entitlement 25.27 34.82 - - - 2.42
(Profit)/Loss on Sale of Fixed Assets (1.18) 1.09 0.78 0.14 0.85 45.88
(Profit)/Loss on Sale of Investments - - - - 6.64 2.49
Provision for Doubtful debts 1.89 251 291 2.90 10.83 7.32
Unrealised gain on stocks related to

consolidation 0.02 0.12 0.50 (0.51) (0.24) -
Finance Cost 367.47 466.93 550.05 508.73 487.64 510.41
Interest Income (5.88) (8.64) (7.49) | (11.91) (12.55) | (15.62)

Operating Profit/(Loss) before Working

Capital Adjustments 894.87 | 1,082.89 | 1,021.68 | 1,037.67 | 1,031.60 | 1,115.65

Adjustments for :

(Increase)/ Decrease in Inventories 22.70 309.96 | (603.48) | (669.42) 125.58 359.58
(Increase)/ Decrease in Trade receivables (111.79) | (207.74) | (185.44) 355.55 | (296.45) | (456.75)
(Increase)/ Decrease in Short Term Loans

and Advances (13.95) | (27.90) 178.12 | (102.86) (47.91) (9.15)
(Increase)/Decrease in Long Term Loans &

Advances 37.84 1433 | (92.20) | (86.19) 89.80 (4.10)
(Increase)/ Decrease in Other Current Assets (8.63) (0.32) 7.22 (19.13) (7.38) 3.70
Increase/ (Decrease) in Trade Payables 12.55 | (903.15) 699.71 626.69 | (114.51) | (160.47)
Increase/ (Decrease) in Other Current

Liabilities (64.70) 101.33 | (239.68) 127.73 117.86 (9.24)
Increase/ (Decrease) in Short Term

Provisions 2.84 8.48 7.30 5.25 1.21 0.43
Proceeds from Long Term Provisions 212 0.77 2.10 4.74 4.16 0.66

Cash Generated from/(Used in) Operations 773.86 378.63 795.30 | 1,280.03 903.94 840.31
Direct Taxes Paid (56.86) | (75.02) (25.98) | (102.47) | (182.59) | (42.46)

Net Cash Flow from/(Used in) Operating

Activities (A) 716.99 303.61 769.33 | 1,177.56 721.35 797.85

B | Cash Flow from Investing Activities
Purchase of Fixed Assets (4.45) (61.35) | (188.93) | (407.72) | (173.85) | (120.91)
Sale of Fixed Assets 2.00 1.27 0.91 0.90 0.83 99.51
Purchase of Investments - - - - - (12.60)
(Investments in)/Sale in Subsidiaries and

Associates - 105.39 - - 2.52 -
Interest Income 5.86 6.54 4.59 10.51 16.24 11.92
Investment Subsidy Received - - - - 4.38 2.50

Net Cash Flow from/(Used in) Investing

Activities (B) 3.41 51.84 | (183.43) | (396.31) | (149.88) | (19.58)

C | Cash Flow from Financing Activities
Refund of Share Application Money - - - - (1.84) -
Proceeds from/(Repayment of) Long Term

Borrowings from Banks & Financial

Institutions (197.42) 283.09 | (151.33) | (171.39) 287.18 | (352.64)
Proceeds/(Repayments) from Short Term

Borrowings (173.00) | (172.88) 237.00 197.89 185.80 114.38
Long Term Borrowings Received / (Repaid)

to Related Party 11.96 - - | (250.00) | (634.90) | (193.37)
Short Term Borrowings Received / (Repaid) (3.14) (18.65) | (112.96) 2.13 118.77 -
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to Related Party

Dividends Paid (Including Tax thereon) - - (51.43) (51.43) (24.65) (33.33)
Interest Paid (373.31) | (460.25) | (535.24) | (506.04) | (493.59) | (504.45)
Net Cash Flow from/(Used in) Financing
Activities (C) (734.91) | (368.69) | (613.95) | (778.85) | (563.22) | (969.40)
Net Increase /(Decrease) in Cash and Cash
Equivalents (A+B+C) (14.50) | (13.25) | (28.05) 2.40 8.25 | (191.13)
Cash and Cash Equivalents at the Beginning of
the Period/Year 146.37 159.61 187.66 185.27 177.02 368.15
Cash and Cash Equivalents at the End of the
Period/Year* 131.87 146.37 159.61 187.66 185.27 177.02
*Cash and Cash Equivalents at the End of
the Period/Year (Refer Annexure No.14)
Cash On Hand 2.59 4.45 5.11 4.53 4.74 2.09
Balances with banks
Current Accounts 1.88 4.40 6.13 30.78 60.12 22.45
Balances held as Margin Money against
Bank Guarantees 127.40 137.52 148.37 152.36 120.41 152.48
131.87 146.37 159.61 187.66 185.27 177.02

The above statement should necessarily be read with the basis of preparation and significant accounting policies
appearing in Annexure 5, Notes to the Restated Consolidated Financial Information and Statement of adjustments

to audited financial statements appearing in Annexure 6.
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RESTATED STANDALONE SUMMARY STATEMENT OF ASSETS AND LIABILITIES

(X in Millions)
As at
Particulars December | March31, | March March March | March 31,
31, 2018 2018 31,2017 31,2016 31,2015 2014
(1) ASSETS
Non-current assets
(a) Property, Plant and Equipment 2,131.92 2,279.90 2,425.29 2,431.28 2,166.34 2,132.61
(b) Capital work-in-progress 0.38 - 1.43 4.38 35.76 40.35
(c) Goodwill - - - - - -
(d) Other Intangible assets 0.44 0.49 0.55 0.61 - -
(e) Financial Assets
(i) Investments 12.60 12.60 117.99 117.99 117.99 127.15
(if) Trade receivables 428.35 392.70 371.02 352.90 180.10 128.75
(iii) Loans 129.55 127.03 111.85 71.97 14.48 41.62
(2) Current assets
(@) Inventories 2,818.23 2,830.84 | 3,14250 | 2,527.21| 1,891.78 2,050.95
(b) Financial Assets
(i) Trade receivables 2,346.72 2,291.36 | 2,115.67 | 1,960.17 | 2,500.65 2,281.57
(ii) Cash and cash
equivalents 131.30 145.86 158.06 185.68 183.04 175.92
(iii) Loans 145.80 133.48 106.24 291.58 199.62 124.10
(c) Other current assets 33.71 25.04 22.62 26.96 6.42 2.73
Total Assets 8,179.00 8,239.30 | 8,573.22 | 7,970.73 | 7,296.19 7,105.75
EQUITY AND LIABILITIES
Equity
(a) Equity Share capital 854.64 854.64 854.64 854.64 854.64 854.64
(b) Other Equity 1,591.67 1,325.85 1,043.29 825.73 642.54 419.28
LIABILITIES
Non-current liabilities
(a) Financial Liabilities
(i) Borrowings 616.71 803.44 520.72 672.05 | 1,093.23 1,440.47
(b) Provisions 16.46 14.35 13.58 11.45 6.81 2.79
(c) Deferred tax liabilities (Net) 358.93 355.58 315.56 326.24 302.88 277.52
Current liabilities
(a) Financial Liabilities
(i) Borrowings 2,263.87 2,437.95 | 2,631.30 | 2,508.15| 2,368.23 2,050.86
(ii) Trade payables 1,844.01 1,831.32 | 2,736.41 | 2,035.86 | 1,398.03 1,530.24
(b) Other current liabilities 403.78 476.42 357.85 574.56 440.63 333.70
(c) Provisions 228.93 139.75 99.86 162.05 189.20 196.26
Total Equity and Liabilities 8,179.00 8,239.30 | 8,573.22 | 7,970.73 | 7,296.19 7,105.75

The above statement should necessarily be read with the basis of preparation and significant accounting policies
appearing in Annexure 5 to the Restated Standalone Financial information and statement of adjustments to audited
standalone financial statements appearing in Annexure 6
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RESTATED STANANDALONE SUMMARY STATEMENT OF PROFIT AND LOSS

R in Millions)
For the Year/Period Ended
Particulars December | March March March | March | March 31,
31,2018 | 31,2018 | 31,2017 | 31,2016 | 31,2015 2014
| Revenue From Operations 4,620.83 | 5,720.15 | 5,564.84 | 5,529.21 | 5,738.27 5,929.47
I Other Income 10.52 14.75 75.34 15.71 31.31 29.49
m Total Income (I+11) 4,631.35 | 5,734.90 | 5,640.17 | 5544.92 | 5,769.57 5,958.96
v EXPENSES
Cost of materials consumed 3,113.87 | 3,831.72 | 2,748.65 | 3,598.70 | 3,797.65 3,571.01
Purchases of Stock-in-Trade 53.18 93.84 986.86 227.65 2.64 415.29
Changes in inventories of
finished goods, Stock-in -Trade
and work-in-progress 27.49 26.39 86.55 | (134.32) 163.65 175.85
Employee benefits expense 230.33 317.21 331.53 281.86 206.49 147.03
Finance costs 358.35 454.48 538.66 497.59 484.15 496.18
Depreciation and amortization
expense 148.54 204.95 196.18 172.69 140.36 129.88
Other expenses 355.70 443.49 488.40 550.90 591.15 568.57
Total expenses (1V) 4,287.46 | 5,372.08 | 5,376.83 | 5,195.07 | 5,386.08 5,503.81
\ Profit/(loss) before exceptional
items and tax (I- 1V) 343.88 | 36281 | 26334 | 349.85| 383.49 455.14
VI Exceptional Items - - - - 6.64 47.72
VIl Profit/(loss) before tax (V-VI) 343.88 362.81 263.34 349.85 376.85 407.43
VIl | Tax expense:
(1) Current tax 99.72 74.28 56.45 91.87 81.18 116.81
(2) MAT Credit (25.01) (34.05) - - - -
(3) Deferred tax 3.35 40.02 (10.68) 23.35 25.36 24.04
IX Profit (Loss) for the period from
continuing operations (VII-VIII) 26581 | 28256 | 217.57 | 23462 | 27031 266.58
Profit/(loss)  from  discontinued
X )
operations - - - - - 3.74
x| Tax expense of discontinued
operations - - - - - 1.27
XII Profit/(loss) from  Discontinued
operations (after tax) (X-XI) - - - - - 2.47
X Profit/(loss) for the period
(IX+X11) 265.81 282.56 217.57 234.62 270.31 269.04
XIV | Other Comprehensive Income - - - - - -
A (i) Items that will not be
reclassified to profit or loss - - - - - -
(ii) Income tax relating to items
that will not be reclassified to profit
or loss - - - - - -
B (i) Items that will be reclassified
to profit or loss - - - - - -
(ii) Income tax relating to items
that will be reclassified to profit or
loss - - - - - -
XV | Total Comprehensive Income for
the period
(XHI+X1V)(Comprising Profit
(Loss) and Other Comprehensive
Income for the period) 265.81 282.56 217.57 234.62 270.31 269.04
Earnings per equity share (for
XVI .