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Ratings
Facilities/Instruments Amount (X crore) Rating Action
CARE AAA; Stable Reaffirmed and removed from Credit Watch
Non-convertible debentures 1,000.00 (Triple A; Outlook: | with Developing Implications; Stable outlook
Stable) assigned
CARE AAA; Stable Reaffirmed and removed from Credit Watch
Non-convertible debentures 750.00 (Triple A; Outlook: | with Developing Implications; Stable outlook
Stable) assigned
CARE AAA; Stable Reaffirmed and removed from Credit Watch
Non-convertible debentures 500.00 (Triple A; Outlook: | with Developing Implications; Stable outlook
Stable) assigned
CARE AAA; Stable Reaffirmed and removed from Credit Watch
Non-convertible debentures 1,995.20 (Triple A; Outlook: | with Developing Implications; Stable outlook
Stable) assigned
CARE AAA; Stable Reaffirmed and removed from Credit Watch
Non-convertible debentures 504.80 (Triple A; Outlook: | with Developing Implications; Stable outlook
Stable) assigned
CARE AAA; Stable Reaffirmed and removed from Credit Watch
Non-convertible debentures 2,000.00 (Triple A; Outlook: | with Developing Implications; Stable outlook
Stable) assigned
Non-convertible debentures - - Withdrawn
6,750.00
Total long-term (X Six thousand
instruments seven hundred fifty
crore only)
. CARE A1+ )
Commercial paper 5,000.00 (A One Plus) Reaffirmed
. CARE A1+ .
Commercial paper 6,500.00 (A One Plus) Reaffirmed
11,500.00
Total short-term (X Eleven thousand
instruments five hundred crore
only)

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers

CARE Ratings Limited (CARE Ratings) has removed the long-term ratings assigned to the debt instruments of Bharat Petroleum
Corporation Limited (BPCL) from ‘Credit Watch with Developing Implications’ on account of the announcement made by the
Department of Investment and Public Asset Management (DIPAM) that the Government of India (Gol) has called off their
previously-announced expression of interest (Eol) for the strategic divestment of the Gol's stake in BPCL. The long-term
ratings had been under ‘Credit Watch with Developing Implications’ since December 2019, following the approval from the Cabinet
Committee on Economic Affairs (CCEA) for divesting the Gol’s entire shareholding and management control thereon to a
prospective strategic buyer.

The ratings assigned to the debt instruments of BPCL continue to derive strength from its strong parentage, the company being
a Maharatna Central Public Sector Enterprise (CPSE) controlled by the Gol, its high strategic importance to the Gol, and the
company's strong operating profile, backed by sizeable oil refining capacity and established marketing and distribution network.
The ratings also derive strength from the company’s healthy financial risk profile, marked by a comfortable capital structure and
debt coverage metrics along with strong liquidity.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications


http://www.careedge.in/
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The rating strengths are, however, tempered by the inherent vulnerability of the company’s profits to the volatility in crack spreads
and crude oil prices, apart from project implementation risks due to the sizeable capital expenditure (capex) plans, as well as the
increasing competition among its public sector undertaking (PSU) peers as well as from private players and the competitive
industry scenario.

Furthermore, CARE Ratings has withdrawn the ratings to the non-convertible debenture (NCD) issue of X550 crore, as the same
has been fully redeemed.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:
Not applicable

Negative factors — Factors that could lead to negative rating action/downgrade:
e Dilution in the Gol's stake in BPCL to less than 50% or reduction in its strategic importance to the Gol.
e Sustained weakening of the operational performance, marked by lower throughputs and gross refining margins (GRMs).

Detailed description of the key rating drivers

Key rating strengths
Strong parentage and strategic importance to the Gol: BPCL is owned by the Gol (52.98% as on March 31, 2022) and is

strategically important to the Gol for achieving its socio-economic goals. Oil marketing companies (OMCs) have a dominant
position in the domestic market for key petroleum products such as high-speed diesel (HSD), motor spirit (MS), superior kerosene
oil (SKO) and liquefied petroleum gas (LPG). OMCs serve critical policy functions for the supply of fuel throughout the country
and these companies have been consistently supported by the Gol by way of absorbing a good portion of their sales-related
under-recoveries through subsidies.

Sizeable refining capacity and a leading OMC: BPCL is India’s second-largest OMC, with a domestic sales volume of over
42.51 million metric tonne (MMT) in FY22 (refers to the period from April 1 to March 31) and is India’s third-largest refining
company with a total refining capacity of 35.30 MMT (on a consolidated basis), representing a sizeable proportion in India's total
refining capacity. BPCL, through its subsidiary Bharat Petro Resources Limited (BPRL), has presence in the upstream exploration
and production business, with ownership of 20 blocks in seven countries. With 20,063 retail outlets as on March 31, 2022, BPCL
has the second-largest nationwide marketing set up in the country for the sale of petroleum products.

Strong operational profile: BPCL, along with its subsidiaries and joint ventures (JVs), has three major refineries, located at
Mumbai, Kochi and Bina. Its Mumbai refinery has a capacity of 12 million metric tonne per annum (MMTPA), while the one at
Kochi has a capacity of 15.5 MMTPA. Bharat Oman Refineries Limited has a 7.8-MMTPA refinery at Bina in Madhya Pradesh,
thereby taking the total consolidated capacity to 35.3 MMTPA and the standalone capacity to 27.5 MMTPA as on March 31, 2022.
The capacity utilisation for the refineries of the company has consistently remained high, indicating strong operating efficiency.
The refineries at Mumbai and Kochi are located near the coast, which provides an advantage to the company in terms of saving
transportation costs. BPCL, during FY22, reported a gross refining margin (GRM) (including inventory gain) of US$ 9.09 per barrel
(bbl) as compared to US$ 4.06 per bbl in FY21. Product cracks have shown a considerable increase in recent times due to the
dislocation in supplies, chiefly due to the Russia-Ukraine war.

Comfortable financial risk profile: BPCL's financial risk profile is marked by a comfortable capital structure and debt coverage
metrics. On a consolidated basis, the debt-equity ratio slightly moderated, from 0.82x as on March 31, 2021 to 0.91x as on March
31, 2022, whereas the overall gearing moderated from 0.90x as on March 31, 2021 to 1.30x as on March 31, 2022. The moderation
was on account of the higher debt availed in FY22 to keep up with the rising crude oil prices and the higher operational cost
incurred during the year. The total debt to gross cash accruals (TD/GCA) moderated from 2.51x in FY21 to 3.62x in FY22, owing
to higher debt. The interest coverage ratio, though healthy, moderated to 8.22x in FY22 from 12.52x in FY21, the reason being
the sharp increase in interest cost.

Key rating weaknesses
Sizeable capex plans: BPCL, on a consolidated basis, intends to spend around 10,000 crore in FY23, of which it will spend

around 2,100 crore on refinery and on the Petchem project in Kerala, 5,200 crore on marketing, X800 crore on CGD/GAS,
%1,400 crore on upstream and X500 crore on other projects (including pipeline). The capex will be funded by a mix of debt and
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internal accruals. The timely execution of projects within the estimated costs and economic ramp-up of operations post completion
of the projects will remain a key monitorable. However, this risk is mitigated to an extent due to BPCL's vast experience in
successfully undertaking such large projects in the past.

Exposure to the volatility of crude prices, crack spreads, and foreign exchange rates: The crude oil prices and crack
spreads are a function of many dynamic markets and fundamental factors, such as the global-demand supply dynamics, geo-
political stability in countries with oil reserves, Organization of the Petroleum Exporting Countries (OPEC) policies, foreign
exchange rates, among others. These factors have translated into a high level of volatility in oil prices and cracks. The company
does not hedge its inventory exposure; however, it hedges product cracks, but the hedging is around 20-30% only. Thus, the
company'’s profitability is exposed to the volatility of crude prices and crack spreads, as well as foreign exchange fluctuations.

Industry prospects

The global oil and gas industry is at an inflection point, with governments placing greater priorities on climate change, emerging
alternative sources of energy, and the likely disruption in mobility with the adoption of gas, hydrogen and electric-based
transportation systems. While all these factors will impact industry growth prospects in the long term, the immediate outlook
remains brighter than in the past couple of years. Resurgent demand, restricted supplies due to production discipline, and lower
capex and geopolitical tensions are expected to keep crude oil prices firm in 2022. The outbreak of COVID-19 had led to GRMs
of global refiners plummeting to the lowest levels in a decade, as demand for refined products crashed, thereby impacting the
crack spreads, while a significant decline in crude oil and refined products prices resulted in substantial inventory write-downs.
The Singapore benchmark GRMs reduced to just US$ 3.25 per barrel in FY20 and further to US$ 1.20 per barrel in FY21, amid
weak demand and high fluctuation in prices. Such low yearly GRMs were last seen in FY10. However, with the impact of the
COVID-19 pandemic receding and global economies attempting to come back on the recovery path, the GRMs have rebounded
meaningfully in FY22 to US$ 4.9 per barrel. With the ongoing geopolitical tensions due to the war between Ukraine and Russia
and the resultant dislocation in global refining capacities, product cracks and GRMs have shot up significantly which is, though,
expected to temporarily help the refiners post higher GRMs during FY23.

Liquidity: Strong

BPCL derives strong financial flexibility, given its size and strategic importance to and demonstrated support from the Gol, leading
to a strong fundraising ability. The company had cash and bank balance of nearly 8,000 crore as on March 31, 2022. Its internal
accruals are expected to be more than sufficient to meet its debt repayments obligations of nearly ¥4,500 crore during FY23. The
company has a capex outlay of nearly 10,000 crore during FY23, which is being funded through a mix of debt and internal
accruals.

Analytical approach: Consolidated

For arriving at the ratings, CARE Ratings has considered the consolidated financials of BPCL, owing to the financial and operational
linkages as well as fungible cash flows between the parent and subsidiaries/JVs. Moreover, government notching has also been
considered, owing to BPCL's parentage and strategic importance to the Gol.

Applicable criteria
Policy on Default Recognition
Consolidation
Factoring linkages government support
Financial ratios — Non-financial sector
Liquidity analysis of non-financial sector entities
Rating outlook and credit watch
Short-term instruments
Manufacturing companies
Policy on Withdrawal of Ratings

About the company
BPCL, a Gol undertaking (52.98% holding as on March 31, 2022) and a Fortune 500 company, was originally incorporated as
Bharat-Shell Refineries Limited (BSRL) on November 03, 1952, by Shell Petroleum Company Limited, and subsequently in 1977,

3] CARE Ratings Ltd.


https://www.careratings.com/pdf/resources/Policy%20on%20Default%20Recognition_Sep%202021%20(21-6-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Consolidation_2-Feb-22%20(21-6-22).pdf
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the name was changed to BPCL. BPCL is an integrated oil refining and marketing company. It is India’s second-largest OMC, with
a domestic sales volume of over 42.51 MMT and a market share of 29% in FY22. It is India’s third-largest oil refining company,
with a total refining capacity of 35.30 MMT (including the Bina Refinery), representing around 14.19% of India's total refining
capacity. With around 20,063 retail outlets as on March 31, 2022, BPCL has the second-largest marketing set up in the country
for the sale of petroleum products. BPCL, through its wholly-owned subsidiary BPRL, has participating interest (PI) in 20 blocks
spread across seven countries. Apart from stakes in 9 blocks in India, BPRL also has PI in 11 blocks in Mozambique, Brazil,
Indonesia, East Timor, Australia, and Abu Dhabi.

Brief Financials —

Consolidated (% crore) FY21 (A) FY22 (Ab.) Q1FY23 (UA.)
TOI 230,371 349,060 NA
PBILDT 21,584 21,406 NA
PAT 17,320 11,682 NA
Overall gearing (times) 1.03 1.30 NA
Interest coverage (times) 12.52 8.22 NA

A: Audited, Ab: Abridged

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for the last three years: Please refer Annexure-2

Covenants of the rated instruments/facilities: Detailed explanation of covenants of the rated instruments/facilities is

given in Annexure-3

Complexity level of various instruments rated for this company: Annexure-4

Annexure-1: Details of instruments/facilities

Name of the Date of Maturity e Rating _I-\ssmnfed

the Issue along with Rating
Instrument Issuance Date

(X crore) Outlook
Debentures-Non-
convertible debentures Proposed - - - 500.00 CARE AAA; Stable
Debentures-Non- March 10 March 10

! 0, 14 .

convertible debentures 2017 7.35% 2022 0.00 Withdrawn
Debentures-Non- June 26, 25-06-2025/

0, .
convertible debentures INE025A08065 2020 7% Placed partly 1995.20 CARE AAA; Stable
Debentures-Non- March 11 March 11

! 0, ’ .
convertible debentures INE029A08057 2019 8.02% 2024 1000.00 CARE AAA; Stable
Debentures-Non- January 16, o January 16, )
convertible debentures INE029A08040 2018 7.69% 2023 750.00 CARE AAA; Stable
Debentures-Non-
convertible debentures Proposed - - - 504.80 CARE AAA; Stable
Debentures-Non-
convertible debentures Proposed - - - 2000.00 CARE AAA; Stable
Commercial paper-

Commercial paper - - 7-364 days 5000.00 CARE A1+
(Standalone)
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Size of
the Issue
(X crore)

Rating Assigned
along with Rating
Outlook

Date of
Issuance

Name of the
Instrument

Coupon
Rate

Maturity

Commercial paper-
Commercial paper - -
(Standalone)

7-364 days 6,500.00 CARE A1+

Annexure-2: Rating history for the last three years

Current Ratings Rating History

Name of the Date(s) Date(s) Date(s) Date(s)
Instrument/Bank Amount a_nd a_nd a_nd a_nd
e — Type Outstanding = Rating Ratl_ng(s) Ratl_ng(s) Ratl_ng(s) Ratl_ng(s)
(X crore) a_1s5|gned a_1s5|gned ?ssmned ?ssmned
in 2022- in 2021- in 2020- in 2019-
2023 2022 2021 2020
1)CARE AAA
(CwD)
(December
06, 2019)
Debentures-Non- CARE Di’ng?AA 1)(2I3\IED§AA AAZA)CQE ile
1. | convertible LT 1,000.00 AAA; - !
debentures Stable (June 25, (June 26, (November
2021) 2020) 28, 2019)
3)CARE
AAA; Stable
(September
27, 2019)
1)CARE AAA
(CwWD)
(December
06, 2019)
Debentures-Non- CARE 1)CARE AAA | 1)CARE AAA 2)CARE
. (CwD) (CwWD) AAA; Stable
2. | convertible LT 750.00 AAA; -
debentures Stable (June 25, (June 26, (November
2021) 2020) 28, 2019)
3)CARE
AAA; Stable
(September
27, 2019)
1)CARE A1+ | 1)CARE A1+
(July 29, (March 23,
2020) 2020)
Commercial paper- CARE 1)CARE A1+ | 2)CARE A1+ | 2)CARE A1+
3. | Commercial paper ST 5,000.00 AL+ - (June 25, (June 26, (December
(Standalone) 2021) 2020) 06, 2019)
3)CARE A1+ | 3)CARE A1+
(April 23, (November
2020) 28, 2019)
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Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the
Instrument/Bank Amount a_nd a_nd a_nd a_nd
Facilities Type Outstanding = Rating Ratl_ng(s) Ratl_ng(s) Ratl_ng(s) Ratl_ng(s)
( crore) a_1s5|gned a_1s5|gned ?ssmned ?ssmned
in 2022- in 2021- in 2020- in 2019-
4)CARE Al+ | 4)CARE Al+
(April 07, (November
2020) 05, 2019)
5)CARE A1+
(September
27, 2019)
1)CARE AAA
(CWD)
1)CARE AAA ((')3 :C;’cr;lt;‘;r
(CWD) !
(February | 4y -AREAAA | 2)CARE
Debentures-Non- CARE 21, 2022) (CWD) AAA: Stable
4. | convertible LT 500.00 AAA; - (June 26 (NO\’/ember
debentures Stable 2)CARE AAA 2020) ! 28, 2019)
(CWD) !
(J;3§ 12)5’ 3)CARE
AAA; Stable
(September
27, 2019)
1)CARE AAA
(CWD)
(December
06, 2019)
1)CARE AAA | 1)CARE AAA 2)CARE
Debentures-Non- (CWD) (CWD) | AAA: Stable
5. | convertible LT - - -
debentures (June 25, (June 26, (November
2021) 2020) 28, 2019)
3)CARE
AAA; Stable
(September
27, 2019)
Debentures-Non- CARE DCéS\IIED/-)\AA 1)CéF\§VED§AA
6. | convertible LT 1,995.20 AAA; - -
debentures Stable (June 25, (June 26,
2021) 2020)
1)CARE A1+
(July 29,
Commercial paper- CARE 1)CARE A1+ 2020)
7. | Commercial paper ST 6,500.00 AL+ - (June 25, -
(Standalone) 2021) 2)CARE A1+
(June 26,
2020)
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Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the
Instrument/Bank Amount a_nd a_nd a!nd a!nd
Facilities Type | Outstanding | Rating Ratl_ng(s) Ratl_ng(s) Ratl_ng(s) Ratl_ng(s)
( crore) ?SSIgned ?SSIgned ?-:ISSIgned ?-:ISSIgned
in 2022- in 2021- in 2020- in 2019-
1)CARE AAA
(CwWD)
(February
Debentures-Non- CARE 21, 2022)
8. | convertible LT 504.80 AAA; - - -
debentures Stable 2)CARE AAA
(CwD)
(June 25,
2021)
Debentures-Non- CARE Di’ng?AA
9. | convertible LT 2,000.00 AAA; - - -
debentures Stable (February
21, 2022)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities
Name of the Instrument Detailed Explanation
A. Financial covenants NA
I.
Ii.
B. Non-financial covenants NA
I.
Ii.

Annexure-4: Complexity level of various instruments rated for this company

Sr. No. \ Name of Instrument Complexity Level
1. Commercial paper-Commercial paper (Standalone) Simple
2. Debentures-Non convertible debentures Simple

Annexure-5: Bank lender details for this company

To view the lender-wise details of bank facilities, please click here.

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.

70 CARE Ratings Ltd.
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Contact us
Media contact
Name: Mradul Mishra
Phone: +91-22-6754 3596

E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Ajay Kumar Dhaka
Phone: +91-88268 68795
E-mail: ajay.dhaka@careedge.in

Relationship contact

Name: Saikat Roy

Phone: +91-98209 98779
E-mail: saikat.roy@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an
equitable position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating
companies over almost three decades, CARE Ratings follows a robust and transparent rating process that leverages its
domain and analytical expertise, backed by the methodologies congruent with the international best practices. CARE Ratings
has played a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate
bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations
to sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the
investor. The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable
and credible sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any
errors or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have
paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with
other commercial transactions with the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based
on the capital deployed by the partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of
capital, or the unsecured loans brought in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not
responsible for any errors and states that it has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do
not factor in any rating-related trigger clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating
downgrades. However, if any such clauses are introduced and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit Www.careedge.in

CARE Ratings Limited

13th Floor, E-1 Block, Videocon Tower 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off
Jhandewalan Extension, Eastern Express Highway, Sion (East), Mumbai - 400 022
New Delhi - 110 055. Phone: +91-22-6754 3456
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