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CARE PLACES THE RATINGS ASSIGNED TO THE BANK FACILITIES OF ADVANTA LIMITED ON CREDIT 
WATCH AND NOTES THAT THE PROPOSED MERGER IS NOT LIKELY TO SIGNIFICANTLY IMPACT THE 

CREDIT PROFILE OF UPL LIMITED 
 

Ratings 

Facilities Amount 
(Rs. crore) Ratings1 Remarks 

Long-term Bank Facilities 
(fund based) 37.50 

CARE A- 
[Single A Minus] 

(Placed on credit watch) 

Placed on credit 
watch 

Short-term Bank Facilities 
(Non-fund based) 70.00 

CARE A2+ 
[A Two Plus] 

(Placed on credit watch) 

Placed on credit 
watch 

Short-term Bank Facilities 
(fund based) 40.00 

CARE A2+ 
[A Two Plus] 

(Placed on credit watch) 

Placed on credit 
watch 

Long-term Bank Facilities 
(fund based) 37.50 

CARE A- 
[Single A Minus] 

(Placed on credit watch) 

Placed on credit 
watch 

Total Facilities 
147.50 

(Rupees One Hundred Forty 
Seven crore and Fifty lakhs only) 

  

Rating Rationale 
The rating assigned to the bank facilities of Advanta Limited (Advanta) are placed under ‘credit watch’, in view of the 
approved merger by the Board of Directors of Advanta and UPL Limited (UPL, rated ‘CARE AA+/CARE A1+’ for bank 
facilities and instruments) with UPL. The appointed date for the merger is April 1, 2015 and is subject to approval from 
various statutory authorities and stakeholders. The transaction is expected to be completed within 8-9 months. As on 
September 30, 2015, the promoter group (includes UPL and promoters in personal capacity) holds 59.51% stake in 
Advanta (UPL holds 46.47% equity stake in Advanta).  
For every one equity share of Advanta, UPL will issue 1 equity share of UPL and 3 optionally convertible preference shares 
(tenure 18 months and at an interest rate of 5% p.a.). Also, every 471 preference shares of UPL will be converted to 10 
equity shares of UPL. Thus, effective conversion rate is 1.06 times. For foreign currency fully convertible bonds (FCCBs) of 
Advanta, UPL will issue 1.06 equity shares. As on November 20, 2015, assuming full conversion of outstanding FCCBs and 
ESOPs into equity share capital along with direct equity shares issued; UPL will issue 77.45 mn equity shares at a face 
value of Rs.2 each. Apart from the same, the company will also issue preference shares optionally convertible in to equity 
shares of the company. Post-merger, the promoter’s stake in equity capital of UPL is expected to be diluted to 27.80% 
from 29.80%. 
Subsequently, UPL group can cover complete agriculture value chain from seed to plant protection technology and post-
harvest solutions to farmers. Also, the synergy is expected to lead to a financial gain of around USD 14 mn (approximately 
Rs.90 crore) through reduction of general and administrative expenses, possible interest rate cut on Adavnta’s debt and 
tax savings. Also, Advanta will benefit from the existing strong distribution network of UPL and UPL can have an early 
engagement with the farmers in the value chain leading to cross selling opportunities. Besides, new territory access will 
improve for Advanta in countries like Brazil, United States of America (USA), Europe and Mexico where UPL has strong 
presence and UPL can advantage from Advanta’s strong presence in markets like Australia and Thailand. 
CARE is in the process of evaluating the impact of the event on the credit quality of Advanta and would take a view on the 
ratings assigned to the bank facilities of Advanta once the merger is completed and the exact implications of the event 
can be ascertained.  
 

                                                        
1 Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications   
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In view of the above development, CARE believes that although the credit profile of UPL in the short-term may be 
marginally tempered due to the merger, however, owing to synergies arising from the merger, strong financial profile of 
UPL due to dominant market position of UPL in the global agrochemical market, strong and diversified product portfolio, 
integrated and diversified operations across geographies, and comfortable liquidity position, the impact is not expected 
to be significant in UPL. 

Background - Advanta 
Advanta, formerly known as Advanta India Limited, with a track record of more than 20 years is engaged in research, 
development, production, distribution and marketing of hybrid agricultural field crop seeds and plant seeds for 
agricultural use. Initially, Advanta was incorporated in January 1994 as ITC Zeneca Limited as a joint venture between ITC 
Limited and Zeneca Limited. Subsequently, with change in management and shareholdings in the company at various 
stages, in February 2006, UPL acquired majority stake in the company and the promoter group holds 59.51% equity stake 
in the company as on September 30, 2015. 
Advanta along with various subsidiaries, spread across the globe, has presence in India, the USA, Brazil, Argentina, 
Thailand and Australia. For further crop improvement and development, the company has its own unique proprietary 
germplasm, research and development centres, strategic alliances for value addition of biotech traits and usage of 
molecular technology in few crops.  
The company’s portfolio encompasses all major hybrid varieties of seeds including field crops like rice, cotton, mustard, 
forage and grain sorghums, corn, sunflower and pearl millet, and vegetables crops include okra, hot pepper, brinjal and 
gourds. 

Background - UPL 
UPL (erstwhile known as United Phosphorus Limited - CIN: L24219GJ1985PLC025132) has a track record of more than 30 
years and is promoted by Mr R. D. Shroff and family. As on September 30, 2015, the promoters hold 29.80% equity stake 
in the company.  
UPL group is one of the leading agrochemical companies with a widespread presence across the globe through various 
subsidiaries/associates as reflected in around 72% of consolidated net sales being contributed through sales outside India 
in FY15 (refers to the period April 1 to March 31). The group has emerged as one of the largest generic agrochemicals 
player in the world having presence in various segments including crop protection products, intermediates, specialty 
chemicals and other industrial chemicals. UPL’s growth strategy is built around filing its own registrations globally and 
acquiring tail end brands through acquisitions/investments of global majors in regulated markets. The company has 
presence in 122 countries with production units in 28 countries including 13 units in India and 15 outside India. UPL holds 
more than 4,000 product registrations and 83 product patents as on March 31, 2015. 
During FY15, as a part of strategic investments for improving market penetration in Brazilian market, the UPL group 
increased its stake in UPL Do Brasil to 100% from 73% and acquired 40% stake in the Sinagro group, a Brazilian company. 
The total consideration for acquiring additional stake in the above two entities is Rs.708 crore to be funded through 
internal accruals in the company. 
 
Post-merger, the credit profile of UPL is not expected to be significantly impacted due to limited scale of operations of 
Advanta as compared to UPL (post-merger Advanta’s contribution to the total income from consolidated operations is 
expected to be around 10%). However, owing to comparatively lower PBILDT margins earned in the seeds business as 
compared to agrochemical business (the PBILDT margin of Advanta in CY14 is at 15.10% as compared to UPL’s PBILDT 
margin of 18.99% in FY15) and after including the debt of Advanta in UPL, the credit profile of UPL may marginally sub-
due in the short-term. However, with operational synergies arising from the merger, robust financial profile and 
comfortable liquidity position of UPL, the impact is not expected to be significant in UPL. 
 
Analyst Contact 
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Tel: 022-6754 3458 
Email: smita.rajpurkar@careratings.com 
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com. 
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications. 
 
Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the 
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed 
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is 
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank 
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments. 

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor 
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans 
brought in by the partners/proprietor in addition to the financial performance and other relevant factors. 
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