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The Grob Tea Company Limited: Ratings reaffirmed

Summary of rating action

Previous Rated | Current Rated
Instrument* Amount Amount Rating Action
(Rs. crore) (Rs. crore)

Fundbased Limitg Working Capital Facility 35.00 21.00 [ICRA]BBB+ (Stable); Reaffirme

Non-fund Based Limits Bank Guarantee  10.00 1.00 [ICRAIBBB+ (StablfiCRAIA;
Reaffirmed

Unallocated Limits - 23.00 [ICRAIBBB+ (Stable)/ ICRA]JAZ
Reaffirmed

Total 45.00 45.00

*Instrument details are provided in Annextte

Rationale

The reaffirmation of the ratings considers extensive experience ahimeagement of The Grob Tea Company Limited (TGTCL)
Ay GKS GSI AYRdzZAGNE |yR (GKS O2YLI yeQa Fl @2d2NI ot S FAYL y(
comfortable level of coverage indicators. The ratings also factor inthe cain@aéd ¥ 2 Odza 2y LINB RdzOGAZ2Y
that commands a premium over the average market realisation. ICRA notes that a steep rise in the realisation of tea is likely
to result in an improvement in profitability and cash accruals of the companyeiouhrent fiscal compared to FY2020.

The ratings, however, continue to be impacted by the risks associated with tea for being an agricultural commaodity, which
depends on agralimatic conditions as well as the inherent cyclicality of the fizest intensse nature of the tea industry

that leads to variability in profitability and cash flows of bulk tea producers including TGTCL. The concentratiomyafddirsx

of the company in the Assam region further accentuates -@afjroatic risks. In addition, doestic tea prices are influenced by
international prices and hence the dema&iddzLJLJ) & & Al dzr GA2y Ay GKS 3f20Ff GSIF YIN
a bearing on the profitability of Indian players, including TGAfthough TGTCL is unlikédyrecord any revenue from its LED
division,a significanimprovement in profits as well as cash accruals and reduced working capital borrowings are likely to
NBadzZ G Ay Yy AYLINROSYSydG Ay GKS RSo600 LINRBylcSanp dpdtybusingsd A O &
LED lights profitably would be a key rating determinant, going forward. ICRA notegaifiterisk associated with finalisation

of large debtfunded capital expenditure plafior acquisition of few tea estates and remains a katyng monitorable.

¢KS {GlrofS 2dzif 221 2y (GKS wL/w!6...b NXrdGAy3d NBFESOGa L/
track record of operation ithe tea businessind adequate cash flows relative to its debt service obligations

Keyrating drivers and their description

Creditstrengths

Experience of the management in the tea industgylncorporated in 1895, the company was taken over by the current
management; the Rawalwasia Groupin May 2009. Theerformance of the company has improved significantly since then
due to the expertise of the new management in the business.dBydo-day operations of the company are managed by Mr.
I. B. Sharaf, who has been associated with the tea industry for more than five decades.

Superior quality of tea, as evident from the premiuprice O2 YY I Yy RSR 6@ ( KS ocofpuredto/avetage LINE
market pricesc¢ D¢/ [ Q& & dzLISNA2NJ ljdzt t Ade 2F GSI NBadAZ Gda Ay I LINB
weighted average realisation of tea produced by the company was arou®R&g duringthe first half ofFY202 compared

to the North Indian auction average of around R61k 1 3 R dzNA y 3 { K S garderycBsts laif Miyedy Rxed, i6 D ¢ /
line with that of the industry, with labour costs accounting foe major part of the cost of production. The risks associated

with the fixed-cost nature of the industry are mitigated, to an extent, by the favourable productivity 8fl5kg per hectare

in FY2Q0.
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Improvement in realisation likely to favourably impact profitability in FY2021¢ KS NXBI ft A&l GA 2y F2NJ G
increased significantly in 9M FY2021 to Rs. 261/kg compared to Rs. 183/kg in 9M FY2020. ICRA notes that the lockdow
announced bythe Government of India (Gol) following the Coiid pandemic has resulted in proction loss by TGTCL, like

other players in the industry. Thus, the overall shortage of tea availability in the market ladharp increase in tea
realisations. This is likely to provide some respite to the tea players and support its profitabligydartent fiscal. However,

the extent of sustainability of such an improvement in price, going forward, remains to be seen considering the moderation in
realisation already witnessed in the third quarter of the current fiscal.

Favourable financial risknofile, as reflected by a conservative capital structure and comfortable level of coverage indicators

¢ TGTCL continues to have a conservative capital structure on the back of low reliance on external debt. Total outside liabilit
relative tothe tangible net worth of the company stood at3l times (0.3} times as on March 31, 20) as onSeptember 30

2020. ICRA notes thadnincrease in the profitability and decline inthe debt level led to an improvement in the coverage
indicators of the company dung the first half of the current fiscal (H1 FY2021) compared to the same period (H1 FY2020) of
the previous fiscalThe oerall capital structure and coverage indicators of TGAr€likely to improve in FY2021 over the
previous fiscal on the back ahincrease in profits as well as cash accra@dreduced working capital borrowings.

Credit challenges

Modest scale of current operationg TGTCL operates through six gardens, producing around.&.5lkg of tea in the past
fiveyears. This leads to a moderate scale of operations, which accentuates theliagatic as well as the fixetbst intensive

risks for the company. The operating income (OI) of TGTCL has witmasselbst growth over the past few years. Despite

no revente generated fronthe LED division, th® 2 Y LJI oyekafdtiirnover increased to Rs. 82.21 crore in FY2020 from Rs.
79.59 crore in FY2019, registering a growth of around 3%, primarily drivemibgrease in volume of sales of tdauring the

first half of the current fiscal, the tofine of the company has remained at a significantly higher level (~35%) on the mack of
steep improvement imealisation(~42%) corresponding to the same period in the previous fiscal. Although TGTCL is unlikely
to record any evenue from its LED division, the top line of the company is expected to register a growth of around 34% in
FY2021 over the previous fiscal, driveralyncrease in the average realisation of tea sold.

Risks associated with tea for being an agricultummodity, dependent on favourable agrolimatic conditions¢ Tea
production depends on agrdimatic conditions, which subject it to agotimatic risks. Moreover, teastate costs are
primarily fixed, with labourelated costs, which are independent difet volume of production, accounting for around 50% of
the production cost. This leads to a variability in profitability and cash flows of bulk tea producers such as TGTCL.

Export market performance of Indian tea critical to sustain buoyancy in domestia prices¢ Exports play a vital role in
maintaining the overall demansupply balance in the domestic tea market, notwithstanding the large domestic consumption
base that India has. Healthy export realisation is also crucial for maintaining domessatiea as umemunerative prices

in the export market may lead to exporters dumping the produce in the domestic market, which in turn would exert pressure
on domestic prices.

Event risk associated with finalisation of any large defonded capital expendure plan ¢ As indicated by the management,

the company intends to acquirafew tea estates in Assam. The management dlesadyidentified a few gardens ands
actively negotiating for the same. The overall capital outlay is estimated at aroud@3RK80 crore which is proposed to be
funded by a mix of debt and internal accrudfSRA notes that the Board of Directors of TGTCL has approved the increase in
the borrowing limits of the company up to Rs. 200 crore, and aleation of charges on thenovable and immovable
properties of the company, both present and future, in respedwafhborrowings subject to the approval of shareholders

Liquidity position: Adequate

The company generatedegative castlow from operationsin FY2020n account ofan increase in the working capital
intensity of operations, driven by sizeable advances extended to the supplier of LED lights. However, a steep riséon realisa
of tea in the current fiscal led to healthy cash flows for the compahg average utilation of fundbased working capital

limits has remained atlaw levelin the current fiscalln view of adequate cash flows from operatipaadrawn line of working

capital limitsand nominal longi SNY RSo6id aSNIWAOS 20t A 3 litpaskioh o Femain adehuats, §did§ O (i &
forward.
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Rating sensitivities
Positive triggersg ICRA may upgrade the ratingsTa& TCIif the entity demonstratesa substantialgrowth inturnover and
profitability, while maintaining healthy coveragmdicators.

Negative triggersc Pressure orifGTCD &  Idndy &rigedif there i significantdrop in profitabilityand cash accruals from
business. Weakening of debt protection metrics due to large fietdled capitakxpendituremay also impact the tangs

Analytical approach

Corporate Credit Rating Methodology
Indian Bulk Tea Industry

Parent/Group Support Not Applicable
Consolidation/Standalone The ratings are based on the standalone financial statements of the company

Applicable Rating Methodologies

About the company

Incorporated in 1895, TGTCL produces black tea of crushateseurl (CTC) variety, which it sells in the domestic market
through a mix of auction and private sales. The company was taken over by the current managémegRawalwasia Group

¢ in May 2009. The company has six tea gardecated in upper Assam and Cachar district. The gardens are spread over 5,676
hectares, of which around686 is under tea cultivationin FY2019, the company ventured into supply, installation and
maintenance of ED light$o various Government entities/ departments

Key financial indicators

Operating Income (Rs. crore) 79.88 82.48 45.79 65.48
PAT (Rs. crore) 1.40 1.65 15.17 36.14
OPBDIT/OI (%) 5.88% 9.07% 36.88% 57.24%
PAT/OK(%) 1.75% 2.00% 33.13% 55.20%
Total Outside Liabilities/Tangible Net Worth (times) 0.57 0.54 0.60 0.31
Total Debt/OPBDIT (times) 1.36 1.40 0.56 0.07
Interest Coverage (times) 7.55 5.08 20.47 80.96

SourceThe Grob Tea Company Limited
PAT: Profit after Tax; OPBDIT: Operating Profit before Depreciation, Interest, Taxes and Amortisation;

Status of norcooperation with previous CRA: Not applicable

Any other information: None

www.icra.in Page| 3


https://www.icra.in/Rating/ShowMethodologyReport/?id=602
https://www.icra.in/Rating/ShowMethodologyReport/?id=560

ICRA

Ratinghistory for past three years

I... Feb 42021 Feb 26,2020 Mar7,2019 Feb 1,2018

Fundbased

[ICRAJBBB+ [ICRAJBBB+ [ICRAJA  [ICRAJA
\Ii\;?::m;g Capital Long Term  21.00  5.01 (Stable) (Stable) (Stable) (Stable)
Lo Term) ICRAJBBB+ [ICRAJBBB+

2 Bank Guarantee Shogrlt Term 1.00 - (Stable)/ (Stable)/ - -
[ICRAJA2  [ICRAJA2
[ICRAJBBB+

o Uemed lmmTem gy SRR
[ICRAJA2

Complexity level of the rated instrument
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". Th
classification of instruments according to their complexity levels is available on the welisiteere
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Annexurel: Instrument details

ISIN No | Instrument Name Date of Issuance/| Coupon| Maturity | Amount Rated | Current Rating and
Sanction Rate Date (Rs. Crore) Outlook

Tea Hypothecation Limir - 20.00 [[CRA]BBB+ (Stable)
NA Cash Credit - - - 1.00 [[CRA]BBB+ (Stable)
i i i [ICRA]BBB+ (Stable)

NA Bank Guarantee 1.00 [ICRAJA2
- i i i [[CRA]BBB+ (Stable)

NA Unallocated Limits 23.00 [ICRAJA2

SourceThe Grob Tea Company Limited

Annexure2: List ofentities considered for consolidated analysis
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About ICRA Limited

ICRA Limitedvas set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Comg
with its shares listed on the Bombay&k Exchange and the National Stock Exchange. The international Credit Rating Agency
a22Re8Qa LYOKAGRNE! QENIDANBSad aKFNBSK2t RSN

For more information, visitvww.icra.in
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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings ate supjecess of surveillance,
WKAOK YIFe tSIR (G2 NBGAaAZ2Y Ay NI GAy3IEad 'y L/ w! NI GA yit@of thélissler cangerna®d A O A
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information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources béligved hgcurate and reliable,

including the rated issuer. ICRA howelias not conducted any audit of the rated issuer or of the information provided by it. While reasonable care has been
G718y G2 SyadiNB (GKIFIG GKS AYyT2N¥YIGA2Yy KSNBAY A& (NUZSH ICRAZO pticulay Makdddid G A 2
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such informatid68 RAlsar, any of its group
companies may have provided services other than rating to the issuer rated. All infomtntained herein must be construed solely as statements of
opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.




