Jindal Drilling & Industries Limited
Amount in Rs. Crore^

Rating Action

Fund based, Long-term facilities

20

Non-fund based, Short-term facilities

150

Upgraded to [ICRA]A (Stable)
from [ICRA]A- (Stable)
[ICRA]A1 reaffirmed

Instrument

The rating for the Rs. 20 crore long-term, fund-based limits of Jindal Drilling & Industries Limited (JDIL)
has been upgraded from [ICRA]A- (pronounced ICRA A minus) to [ICRA]A (pronounced ICRA A); the
outlook on the long-term rating is Stable. The rating for the Rs. 150 crore short-term, non-fund based
limits of JDIL has been reaffirmed at [ICRA]A1 (pronounced ICRA A one). †
The upgrade in long-term rating factors in the decline in the consolidated gearing of the company,
adjusted for its exposure to the debt of its subsidiaries, which ICRA expects to be sustained in the
near-to-medium term as the company does not have major capex / investment plans as per the
management’s submission. The corporate guarantee exposure of the rig-owning Singapore JVs of the
company, which are strategic to JDIL, has reduced significantly following refinancing of the debt of
Discovery Drilling Pte Ltd. (DDPL), which has led to withdrawal of corporate guarantee from JDIL to
the US$ 20m sub-debt of DDPL. The steady financial performance and healthy cash accruals of the
company over the past few years have led to an improvement in the net worth and liquidity of the
company, leading to robust debt coverage metrics. Further, the asset light / low capital intensive
business model leads to relatively lower risk for the company from the credit perspective.
The ratings continue to reflect the strong parentage of the company, being a part of the D.P. Jindal
Group; its long experience and sound operating track record in the offshore drilling business; moderate
revenue visibility in the medium term from existing contracts and the favourable long term outlook for
oilfield services in India.
The ratings are constrained by the cyclicality inherent in the offshore drilling business which results in
vulnerability of profitability to the market conditions prevalent at the time when the contracts fall due for
renewal; the company’s low fleet diversification; and high customer and geographical concentration
risk. ICRA notes that, for PSU business, Indian operators at present enjoy a protection against global
competition, by way of a price and purchase preference. In case this protection were to be withdrawn
the company’s operations would be exposed to an event-based competitive risk. Further, competitive
intensity for PSU contracts continues to be of a high order and can have an adverse bearing on the
company’s bidding success rate as well as profitability going forward. ICRA also notes that the gearing
adjusted for the off-balance sheet liability arising out of the leasing of rigs from Noble Drilling Services
Inc. (rated Baa2 (Negative) by Moody’s) as well as its subsidiaries is on the higher side, although ICRA
notes that the back-to-back nature of the contracts with the customer and rig-providers largely mitigate
the risk to the capital structure of the company. The renewal of contracts due for renewal in FY14 and
the quantum of incremental exposure of JDIL to its Singapore-based JVs and the rig acquisition plans
of the group remain the key rating sensitivities.
Company Profile
Jindal Drilling & Industries Limited is engaged in the provision of offshore drilling and other related
services to companies engaged in the exploration and production (E&P) of oil and gas in India. It is at
present operating a fleet of 4 jack-up drilling rigs under medium term contractual arrangements with
ONGC for the latter’s E&P activities in Western offshore; contracts for two of these rigs are due to
expire in FY14. The company is a part of the diversified D.P Jindal Group *, which holds interests in
steel, trading, EPC consulting and other businesses.
^

100 lakh = 1 crore = 10 million
For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating
Publications
*
The flagship company of the D.P. Jindal Group, Maharashtra Seamless Limited (MSL), is rated [ICRA]AA+
(Stable) / A1+. Please refer to ICRA’s website www.icra.in for the Rating Rationale of MSL
†

The promoter group holds 58% share (increased from 54% earlier following preferential allotment of
equity during FY13) in the company and JDIL is an integral part of the group’s business, enjoying the
strategic and financial support of its promoters.
In 2012-13, the company reported net profit of Rs. 66 crore on an operating income of Rs. 814 crore
as against net profit of Rs. 51 crore on an operating income of Rs. 877 crore in 2011-12.
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