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Instrument Amount Rated Rating Action 

 In Rs. Crore  

Term Loan 170.0 Downgraded to [ICRA]AA(stable) 
from [ICRA]AA+(stable) 

Fund-based Bank Facilities 550.0 
 (enhanced from Rs. 450.0 crore) 

Downgraded to [ICRA]AA(stable) 
from [ICRA]AA+(stable) 

Fund-based Bank 
Facilities* 

200.0 
 (enhanced from Rs. 150.0 crore) 

Downgraded to [ICRA]AA(stable) 
from [ICRA]AA+(stable), [ICRA]A1+ 

reaffirmed 

Non-fund Based Bank 
Facilities 

18.8 [ICRA]A1+ reaffirmed 

Commercial Paper 
Programme 

300.0  
(enhanced from Rs. 100.0 crore) 

[ICRA]A1+ reaffirmed 

        *fungible with LT facilities 
 
ICRA has revised the long-term rating assigned to the Rs. 170.0 crore

1
 term loan facilities and Rs. 550.0 crore 

(enhanced from Rs. 450.0 crore) long-term fund-based bank facilities of McLeod Russel India Limited (MRIL) to 
[ICRA]AA (pronounced ICRA double A) from [ICRA]AA+ (pronounced ICRA double A plus)

2
. The outlook on the 

rating remains stable. ICRA has also reaffirmed the [ICRA]A1+ (pronounced ICRA A one plus) rating assigned 
to the Rs. 300-crore (enhanced from Rs. 100 crore) commercial paper programme, Rs. 200.0-crore (enhanced 
from Rs. 150.0 crore) short-term fund-based bank facilities and Rs 18.8-crore non-fund based bank facilities of 
MRIL. MRIL’s short-term fund-based bank facilities are interchangeable with long term facilities, for which an 
[ICRA]AA rating has been assigned.   
 
The revision in the long-term rating takes into account the deterioration in the financial risk profile of the 
company during fiscal 2015-16 (FY2016), on a standalone basis, with significant decline in operating profit and 
weakening of debt coverage indicators. A limited increase in realisation, failing to compensate for the steep 
increase in labour costs, led to a decline in operating profits. Borrowings, contracted to provide financial 
support to group companies, led to higher interest. The decline in profitability, combined with higher interest 
costs and debt levels, resulted in deteriorating debt coverage indicators. Significantly higher profits from 
overseas operations, however, led to an increase in operating profits on a consolidated basis. Debt coverage 
indicators also witnessed much lower moderation in comparison to standalone operations.  
 
The ratings continue to favourably take into account the healthy liquidity profile, with high bank balance 
(including NABARD deposits), leading position among tea plantation companies in India, and premium quality 
of the company’s teas, which fetch realisations that are higher than industry averages. Healthy cash accruals 
(on an absolute basis) from the plantation business, which are supplemented by considerable non-operating 
income, low long-term debt and a conservative capital structure also continue to support the rating as well. The 
ratings, however, also factor in the risks associated with tea being an agricultural commodity, which is 
dependent on agro-climatic conditions, as well as the inherent cyclicality of the fixed cost intensive tea industry 
that leads to variability in profitability and cash flows of bulk tea producers such as MRIL. ICRA notes that 
MRIL’s considerable bought leaf operations, along with the favourable age profile of its tea bushes, mitigates 
the risks associated with the fixed cost intensive nature of the bulk tea industry to an extent. ICRA notes that 
while wage rates are scheduled to increase in FY2017 as well, higher expected production from own leaf 
during the year is likely to absorb the cost impact to a large extent. The extent of the impact of the above on the 
profits of MRIL would, however, be largely determined by the trend in tea realisations. ICRA expects tea 
realisations to remain firm on the back of healthy domestic demand. MRIL’s overseas operations are likely to 
continue to report healthy profits in the current fiscal as well. As a result, ICRA expects MRIL’s cash flows to 
remain comfortable to meet its debt repayment obligations, which remain low, given its conservative capital 
structure. 
 

                                                           
1
 100 lakh = 1 crore = 10 million 

2
 For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating 

Publications 

http://www.icra.in/


 

Company Profile 
MRIL, the tea plantation company of the Kolkata-based B.M. Khaitan Group, was originally incorporated as 
Eveready Company India Private Ltd on May 5, 1998. In its current form, MRIL was formed by the demerger of 
the bulk tea business from Eveready Industries India Ltd (EIIL) with effect from April 01, 2004. MRIL has 
acquired several other companies like Williamson Tea Assam in FY2006, Doom Dooma Tea Company in 
FY2007 and Moran Tea in FY2008. These acquisitions helped MRIL increase the number of tea estates to 53 
in India at present, with the total land under tea cultivation being 33,899 hectares (Ha). MRIL has also acquired 
gardens through its subsidiaries in Vietnam (three tea estates and seven factories), Uganda (six tea estates 
and five factories) and Rwanda (two tea estates and two factories) during CY2009-CY2014, which took the 
total production to around 117.5 Mkg during FY2016. MRIL is primarily a producer of CTC tea, with such tea 
accounting for around 96% of its total tea production.  
 
Recent Results 
During FY2016, MRIL recorded a profit after tax (PAT) of Rs. 14.57 crore on operating income of Rs. 1508.71 
crore as against a PAT of Rs. 61.98 crore on operating income of Rs. 1388.13 crore in the previous year. 
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