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The Grob Tea Company Limited 

 
Instrument* Rated Amount (in crore) Rating Action 

Fund Based Limits (Working Capital- 
Tea Hypo Limit) 

15.00  
(revised from Rs. 14.08 crore) 

[ICRA]A- (Stable) reaffirmed/ 
assigned 

Non Fund Based Limits (Letter of 
Guarantee) 

Nil 
 (revised from Rs. 0.12 crore) 

- 

Unallocated Limit Nil 
 (revised from Rs. 0.80 crore) 

- 

*Instrument Details are provided in Annexure-1 
 
Rating Action 
 
ICRA has reaffirmed the long-term rating of [ICRA]A- (pronounced ICRA A minus) assigned to the Rs. 15.00 
crore

1
 (enhanced from Rs. 14.08 crore earlier, including Rs. 0.12 crore of the earlier non fund based limits and 

Rs. 0.80 crore of the earlier unallocated limit have been reassigned as fund based facilities) fund based bank 
facilities of The Grob Tea Company Limited (TGTCL)

2
. The outlook on the long term rating is ‘Stable’. 

 
Rationale  
 
The reaffirmation of the rating takes into account the experience of the management in the tea industry and 
TGTCL’s favourable financial risk profile, as reflected by healthy profitability and a conservative capital 
structure, leading to comfortable level of coverage indicators. The rating also factors in the company’s focus on 
production of premium quality tea that commands a premium over average market realisation. Given the 
inherent fixed cost-intensive nature of operations, higher production from own gardens along with improvement 
in realisation during FY2016 compared to FY2015 led to a growth in turnover and also favourably impacted the 
company’s profitability to a large extent. Decline in realisation and almost stagnant production of tea in the 
current financial year along with scheduled increase in wage cost are likely to keep the operating profit under 
pressure. However, the extent of the impact on the profits of TGTCL would be primarily determined by the trend 
in tea realisation in the fourth quarter of the current fiscal. Nonetheless, the long-term outlook for the domestic 
bulk tea industry continues to remain favourable. 
 
The rating, however, continues to be impacted by the risk associated with tea being an agricultural commodity, 
which depends 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 TGTCL. The 
concentration of all six gardens of the company in the Assam region further accentuates agro-climatic risks for 
the company. In addition, domestic tea prices are influenced by international prices and hence, the demand-
supply situation in the global tea market, in ICRA’s opinion, would continue to have a bearing on the profitability 
of Indian players, including TGTCL.  
 
The ability of the company to increase yield of the tea estates, while producing premium quality tea that 
commands a premium over average market realisation and maintaining adequate profitability and improve the 
coverage indicators would remain the key rating sensitivities. Any sharp decline in the production level and rise 
in the overhead expenses, which could adversely impact the profitability of the company, thereby resulting in a 
drop in the cash accruals from the business, would remain a credit concern going forward. 
 
 

                                                           
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 



 

Key rating drivers  
 
Credit Strengths 
 

 Experience of the management in the tea industry 

 Favourable long-term outlook for the domestic bulk tea industry 

 Superior quality of tea as evident from the premium commanded by the company’s produce compared to 
average market prices 

 Favourable financial risk profile, as reflected by healthy profitability and a conservative capital structure, 
leading to comfortable level of coverage indicators  

 
Credit Weakness 
 

 Moderate scale of operations at present, notwithstanding growth witnessed in FY2016 

 Muted realisation of tea in the domestic market, likely to keep profitability under pressure in the current 
financial year 

 Risks associated with tea being an agricultural commodity, which is dependent on favourable agro climatic 
conditions; concentration of gardens in Assam increases TGTCL’s sensitivity to such risks 

 Indian tea, in spite of its quality, is essentially a price taker in the international market; export market 
performance of the Indian tea is also critical to sustain the buoyancy in domestic tea prices 

 
 
Description of key rating drivers highlighted above: 
 
TGTCL is a relatively small but an established player in the tea business and has six tea gardens located in 
Assam, with four located in Jorhat, Golaghat, Naharkatia and Dibrugarh districts of Upper Assam while the 
other two are located in Cachar region. Although the location of the gardens is conducive for production of high 
quality tea, the geographical concentration of the gardens exposes the company to the risks arising from 
adverse agro-climatic conditions. The company produces black tea of CTC (crush, tear, curl) category, which it 
sells in the domestic market through a mix of auction and private sales. The total production of the company 
was only 0.39% of India’s total production during FY2016. The production of tea from own garden in FY2016 
was higher than the previous fiscal (FY2015) by around 22% on the back of tea produced from the newly 
acquired garden. Moreover, bought-leaf production has also witnessed a growth of around 31% during the 
same period, although in absolute level the same has remained nominal compared to its own production. 
Accordingly, the overall production of the company registered a growth of around 21% in FY2016 compared to 
FY2015. During the first half (April-September 2016) of the current fiscal, the production of tea from the own 
garden was higher by around 11% (3.20 million kg [Mn Kg] in H1 FY2017 vis-à-vis 2.87 Mn Kg in H1 FY2016) 
compared to the corresponding period of the last year. The bought-leaf production, till September 2016 (April-
September 2016), was significantly lower at 0.09 Mn Kg against 0.20 Mn Kg during the same period of the 
previous fiscal as the prices were not attractive to produce tea from bought-leaf operation. ICRA expects that 
the company’s overall production of tea in the current fiscal is likely to remain marginally higher than FY2016. 
 
TGTCL’s premium quality of tea in the domestic market results in a premium for its produce compared to the 
average North Indian auction price. Moreover, the overall realisation of the company is comparable to some of 
the leading players in the industry. During the first half of the current fiscal, the average realisation of TGTCL’s 
tea was lower than the corresponding period of the last year. TGTCL has a favourable age constitution of its 
bushes, with around 75% of its bushes being in the age bracket of 6-50 years, which is likely to have a positive 
impact on productivity over the long term. ICRA notes that the muted realisation, along with scheduled increase 
in wage cost further, is likely to keep the operating profit under pressure in the near term. The extent of the 
impact of the above on the profits of TGTCL would, however, be determined by the trend in tea realization, 
going forward. Nonetheless, the long-term outlook for the domestic bulk tea industry continues to remain 
favourable. 
 
The operating income of TGTCL has increased from Rs. 60.86 crore in FY2015 to Rs. 76.98 crore in FY2016, 
registering a growth of around 26%, due to an increase in overall volume of sales (~19%) as well as average 
realisation (~6%) of tea sold. Despite a lower average realisation (~8%) of tea sold during the first half of the 
current fiscal, the top-line of the company has remained at a higher level on the back of higher volume of sales 
(~19%) corresponding to the same period in the previous fiscal. Overall growth in realisation along with higher 



 

volume of tea production have favourably impacted the operating profit margin (OPM) of the company, which 
witnessed a marked improvement from 7.12% in FY2015 to 13.65% in FY2016. Overall profits and cash 
accruals from the business have witnessed a significant growth and remained at a comfortable level in FY2016 
over the previous fiscal after a steady decline over the past few years. However, the OPM has remained at a 
lower level of 26.96% in H1 FY2017 compared to that 35.39% in H1 FY2016, primarily due to a drop in the 
average tea prices in the domestic market. This along with scheduled increase in wage cost further, is likely to 
keep the operating profits under pressure in the near term. TGTCL continues to have a conservative capital 
structure, with a gearing of 0.20 times as on March 31, 2016. On account of rise in profitability and low gearing, 
the coverage indicators have also improved and remained at a comfortable level during FY2016 over the 
previous fiscal. On account of healthy cash accruals from the business and low working capital intensity of 
operations, the company has generated positive fund flow from operations (FFO) during the past few years. 
The free cash flow of the company has also remained positive during FY2016.  
 
 
Analytical approach: For arriving at the ratings, ICRA has taken into account the debt servicing track record of 

TGTCL, its business risk profile, financial risk drivers and management profile. 
 
Links to applicable Criteria  
 
Corporate Credit Rating – A Note on Methodology 
ICRA Rating Methodology: Indian Bulk Tea Industry 
 
About the Company:  
 
Incorporated in 1895, The Grob Tea Company Limited (TGTCL) produces black tea of CTC (crush, tear, curl) 
category, which it sells in the domestic market through a mix of auction and private sales. The company was 
taken over by the current management – the Rawalwasia Group in May 2009. The company has six tea 
gardens, located in upper Assam and Cachar district. The gardens are spread over a total area of 5,676 
hectares, of which around 47% is under tea cultivation. 
 
TGTCL reported a net profit of Rs. 7.37 crore (unaudited) on an operating income of Rs. 33.79 crore 
(unaudited) during the first half of FY2017. The company reported a net profit of Rs. 4.69 crore on an operating 
income of Rs. 76.98 crore for the year ending March 31, 2016. 
 
 
Status of non-cooperation with previous CRA: Not Applicable 

 
Any other information: Not Applicable 
 



 

 
Rating History for last three years: 
Table: Rating History 
 

S.No 
Name of 

Instrument 

Current Rating 
Chronology of Rating History for the past 3 

years 

Type 
Rated 

Amount 
(Rs. Crore) 

Month- 
Year & 
Rating 

Month- Year 
& Rating in 

FY2016 

Month- Year 
& Rating in 

FY2015 

Month- Year 
& Rating in 

FY2014 

    
January 

2017 
December 

2015 
January 2015 March 2014 

1 
Working 
Capital- Tea 
Hypo Limit 

Long 
Term 

15.00 
[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

2 
Letter of 
Guarantee 

Long 
Term 

Nil - 
[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

3 
Unallocated 
Limit 

Long 
Term 

Nil - 
[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

[ICRA]A- 
(Stable) 

 
 
Complexity level of the rated instrument: 
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly 
Complex". The classification of instruments according to their complexity levels is available on the website 
www.icra.in 
 
 
 
 
 
 
 
 

http://www.icra.in/


 

 
Annexure-1 

 
Details of Instrument 

 

Name of the 
instrument  

Date of 
issuance 

Coupon rate 
Maturity 

Date 

Size of the 
issue 

(Rs. Crore) 

Current Rating and 
Outlook  

Working 
Capital- Tea 
Hypo Limit 

- - - 15.00 [ICRA]A- (Stable) 

 
 
Name and Contact Details of the Rating Analyst(s) 
 
Mr. Jayanta Roy 
+91 33 7150 1120 
jayanta@icraindia.com  
 
Mr. Sandipan Kumar Das 
+91 33 7150 1190 
sandipan.das@icraindia.com  
 

Mr. Sujoy Saha 
+91 33 7150 1184 
sujoy.saha@icraindia.com 

Name and Contact Details of Relationship Contacts: 
 
Mr. Jayanta Chatterjee 
+91 80 4332 6401 
jayantac@icraindia.com 
 

 

 

 
About ICRA Limited: 
ICRA Limited was 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 Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The 
international Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder. 
For more information, visit www.icra.in   
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