
  

Rating Rationale  
                                            Jay Shree Tea & Industries Ltd.                          06 Jan 2021 

Brickwork Ratings reaffirms the ratings for the Bank Loan Facilities of ₹. 266.67 Crores of 
Jay Shree Tea & Industries Ltd. (‘JSTIL’ or the ‘Company’) 
 
Particulars 

^fund based working capital  facilities are fungible between long-term and short-term facilities. 
*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
 Details of Bank facilities are provided in Annexure-I 
 
Brickwork Ratings has reaffirmed 'BWR BBB-/Stable/A3' rating for the bank facilities of Jay Shree Tea               
& Industries Ltd. (JSTIL; part of B K Birla group) 
 
RATING ACTION / OUTLOOK 
The rating primarily factors in the favourable industry outlook in the post COVID-19 Pandemic.              
Although the Company’s financial performance during FY20 suffered due to negative industry            
performance that prevailed during that period, Company’s performance during H1FY21 has           
improved significantly.The ratings take into account the experience of the promoters, Company’s            
strong brand name and the leading position in the bulk tea industry in India and its                
geographically diversified tea estates. The rating also draws comfort from JSTIL’s superior            
quality of tea, realisations of which are higher than the industry averages and the favourable age                
profile of tea bushes, being in the productive age group of 5-45 years. 
The rating, however, is constrained by exposure of the Company to agro-climatic risks, working              
capital intensive nature, moderate financial risk profile and stretched liquidity position. The            
rating is also constrained by the inherent cyclicality of the fixed cost intensive tea industry along                
with its seasonal nature which leads to variability in the Company’s profitability and cash flows.               
The rating also considers leverage capital structure and moderate debt indicators however the             
same is expected to improve going forward. 
 
BWR believes the Jay Shree Tea & Industries Ltd. business risk profile will be maintained               
over the medium term. The ‘Stable’ outlook indicates a low likelihood of rating change over the                
medium term. The rating outlook may be revised to 'Positive' in case the revenues and profit                
show sustained improvement. The rating outlook may be revised to 'Negative' if the company              
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Facility 
Amount (₹ Crs) 

Tenure 
Rating* 

Previous Present Previous 
(10Dec2020) Present 

Fund Based 
 53.75 241.67 

Long 
Term/Short 

Term^ BWR BBB-/Stable/A3 
 

BWR 
BBB-/Stable/A3 

(Reaffirmed) 

Non Fund Based 0.00 25.00 Short Term BWR A3 
(Reaffirmed) 

Total 53.75 266.67 
₹ Two Hundred Sixty Six Crores and Sixty Seven Lakhs 
Only  

http://www.brickworkratings.com/


  

reports significantly lower than expected performance, deterioration in financial risk profile           
resulting in lower than estimated coverage indicators, weaker liquidity position. A sharp reversal             
in industry conditions weakening the credit risk profile may exert a downward pressure on the               
ratings. 
 
KEY RATING DRIVERS 
  
Credit  Strengths:  

● Experience of the promoters, strong brand name and the leading position in the             
bulk tea industry in India: The Company is part of B K Birla group . The Company has                  
been operating in the bulk tea industry for almost 75 years. Jay Shree Tea & Industries                
Ltd. is the second largest tea producer in India, accounting for ~2% of India’s tea               
production. JSTIL derives strength from the extensive experience of its promoters,           
strong and competent management, reflecting the expertise in its execution          
capabilities.JSTIL is controlled by Jayashree Mohta, elder daughter of late BK Birla. She             
has more than 26 years of experience in the business management, tea, sugar, chemicals              
and fertilizers industries JSTIL also has a strong operational track record, which has             
enabled the Company to maintain a healthy scale of operations in past several years. The               
Company is an established producer of good quality premium bulk tea which also helps              
to command premium prices over other tea plantation companies. 

● Operating efficiency of the Company: The operating efficiency of a tea producer is             
largely governed by the productivity of its tea estates and the share of bought leaf               
operations. The Company’s output is around 2-3% of India’s tea output and 11% of total               
Darjeeling tea output. All India Tea production was at 1360 million kg. in 2020 compared               
to 1350 million kg. in 2019. The Company produced 195.09 lakh kg. of tea against               
223.90 lakh kg. last year. Further, the age profile of the tea bushes is maintained around                
5-45 years for better productivity. BWR also notes Company’s efficiency improvements           
and cost saving measures, implemented during the last 12 months that have cushioned the              
impact to an extent. 

● Favourable Industry Outlook in the post COVID -19 Pandemic: The national           
lockdown led by COVID-19 pandemic had some impact on the Company's business. The             
Company suffered initial crop losses because of the lockdown. There is an increase in              
demand for tea due to the pandemic and the price has risen significantly. Tea auction               
prices have increased sharply as the global tea supply continued to tumble due to labour               
deployment issues as a result of COVID-19 Pandemic and adverse weather. The            
performance of the Company has significantly improved in the current year, driven by             
higher volumes at remunerative rates. The Company reported revenue of Rs.274.21 Crs            
with operating profit of 90.25 Crs and net profit of Rs. 78.09 Crs for H1FY21. BWR                
expects sustained growth in business and cash flows for the current year. 

 
Credit Risks:  

● Profitability of the Company is susceptible to volatility in tea prices and exposure to              
agro-climatic risks: Risk associated with inherent cyclicality of the fixed cost intensive            
tea industry along with its seasonal nature and volatile tea prices, leads to variability in               
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the entity’s profitability and cash flows. The production of tea is primarily dependent on              
agro-climatic conditions and hence production and quality of tea can vary depending on             
the climatic conditions in the major tea growing areas which can have an adverse impact               
on the operations of the Company. However, the Company’s tea estates are spread over              
Upper Assam, Cachar, Dooars, Darjeeling and South India thereby mitigating this risk to             
a certain extent. Further, the tea prices are dependent on the auction prices which in turn                
is dependent on the international tea prices. Hence, any adverse movement in the             
international tea prices can have an impact on the Company’s profitability. During FY20,             
the Company’s tea production declined due to adverse weather conditions that prevailed            
during these periods combined with low tea prices led to 13% fall in revenue of the                
company. Due to unprecedented fall in tea prices and muted demand, tea was sold well               
below the cost of production which led to losses both at the operating and net levels.                
BWR also notes Company’s efficiency improvements and cost saving measures,          
implemented during the last 12 months that have cushioned the impact to an extent.              
Nonetheless, due to the lockdown situation and production deficit, tea price realisation            
has gone up significantly post Covid 19 pandemic and the Company’s profitability levels             
are expected to improve given the currently prevailing higher average tea prices. The             
ability of the Company to sustain its profitability targets as envisaged, is key in elevating               
the overall operations of the Company and therefore, this remains key rating sensitivity. 

● Fixed cost intensive tea industry: Plantation operations are fixed-cost in nature with            
labour accounting for ~60% of total costs. Presence of several labour laws and unions              
ensure that manpower cannot be reduced easily. Such inflexibility in cost reduction            
means that in case of lower production or realisations, the group may witness a drop in                
profitability. Generally, the increased labour costs and lower productivity levels have           
negatively affected the performance of the tea plantation industry over the past several             
years. The risk of margin erosion due to periodical wage hikes is high and is reflected by                 
JSTIL’s volatile operating profit margins. Therefore, the ability of the management to            
manage the increased labour costs without affecting the Company’s tea productions is            
key towards improving the overall profitability indicators and therefore, this is a rating             
sensitivity. 

● Moderate capital structure and debt coverage indicators of the Company with a            
gearing of 1.64 times (including short term unsecured loans), interest coverage ratio of             
-0.80 times and debt coverage ratio of 0.28 times in FY20. While the same is expected to                 
improve in the current year as the company has monetised some assets and liquidated part               
of its considerably large investment portfolio and reduced the debt quantum. As per             
H1FY21, gearing came down to 0.77 times and interest coverage ratio improved to 5.13              
times and debt coverage ratio of 2.55 times (estimated). Liquidity position of the             
Company will still remain suppressed on an absolute basis. Going forward, while cash             
accruals are expected to remain adequate to meet debt obligations, the sizable nature of              
repayments would limit the extent of improvement in coverage indicators from the            
current levels. Nonetheless, healthy cash accruals from the business, proceeds from           
monetisation of assets as well as the investment portfolio are expected to support the              
financial risk profile and liquidity position of the company. 
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ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA  
While assigning the Ratings, BWR has applied its rating methodology as detailed in the Rating               
Criteria (hyperlinks provided at the end of this rationale). 
 
RATING SENSITIVITIES 
Going forward, the ability to maintain healthy export volumes at remunerative prices, sustained             
price rise to help the labour intensive industry in the long run would be a key factor in                  
determining the overall performance of the Company. Timely liquidation of the investment and             
sale of assets to meet the debt-servicing requirement will remain important. 
 
Positive 
● A substantial increase in profitability and improvement in gearing and debt coverage indicators              
with 
gearing of less than 0.50 times and interest cover of more than 3 times on a sustained basis will                   
be the factors for ratings upgrade. 
Negative 
● Any large debt-funded capex resulting in a deterioration in capital structure of the company               
and/or the Group and a decline in profitability and/or any sizable increase in debt repayment               
obligation, leading to a deterioration in debt coverage indicators or stretched liquidity position             
(current ratio below 1.40 times) could also be triggers for ratings downgrade.  
 
LIQUIDITY INDICATORS- Stretched:  
Weak profitability and high consolidated debt quantum having sizeable repayment obligations           
kept the liquidity position stretched. The working capital limits remained almost fully utilised.             
In order to improve cash flow , the Company divested its 60% stake in Mata Tea Company                 
Limited & Gisakura Tea Company Limited entirely during FY20. The Company will continue to              
monetize certain assets in the current year to garner liquidity thereby improving overall             
performance. Further, the company plans to liquidate its entire investment portfolio to further             
reduce the total debt in FY21. The Company has significantly reduced the debt quantum and               
thereby improving financial risk profile. As per the H1FY21 numbers, gearing has come down to               
0.77 times. ISCR and DSCR improved to 5.13times and 2.55 times respectively compared to              
-0.80 times and 0.28 times in FY20. Though improved, the current ratio at 0.96 times reflects                
stretched liquidity position mainly due to sizable repayment obligations. JSTIL has sought a             
moratorium on payments from its lenders as a part of the Covid-19 Regulatory Package              
announced by the RBI on March 27, 2020.  
 
COMPANY PROFILE 
Incorporated in October 1945, Jay Shree Tea & Industries Ltd. is a part of diversified               
conglomerate of B.K Birla Group. The Company is controlled by Jayashree Mohta, elder             
daughter of late BK Birla. The company is engaged in manufacturing of tea and chemicals &                
fertilisers. Tea accounts for ~85% and chemicals & fertilizers ~15% of the gross turnover. It is                
the third largest tea producer in the world & 2nd largest tea producer in India. The tea produced                  
by Jayshree’s estates has consistently commanded a premium over the district average because             
of quality. It has 22 Tea Estates spread throughout every tea growing area of India. Besides Tea,                 
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it is also involved in Chemicals and Fertilizers, Sugar, Real Estate and Education sectors              
through its subsidiaries. JSTIL had three Indian subsidiaries (Majhaulia Sugar & Industries            
Limited, North Tukvar Tea Company Limited and Jayantika Investment and Finance Limited )             
and one foreign subsidiary (Birla Holdings Limited). 
 
KEY FINANCIAL INDICATORS  

 
KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED  
The terms of sanction include standard covenants normally stipulated for such facilities. 

NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY : NA  

RATING HISTORY FOR THE PREVIOUS THREE YEARS (including withdrawal and          
suspended) 

^fund based working capital  facilities are fungible between long-term and short-term facilities. 
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Key Financial Indicators Units FY19 A FY20A H1FY21 

Result Type   Audited Audited   Unaudited 

Operating Income Rs. Crores 560.67 486.49 274.21 
EBITDA Rs. Crores 32.14 -33.78 90.25 

PAT Rs. Crores 3.10 -27.88 78.09 
Tangible Net Worth Rs. Crores 269.33 237.87 316.91 

Total Debt/TNW Times 1.72 1.64 0.77 
Current Ratio Times 0.73 0.77 0.96 

ISCR Times 0.81 -0.80 5.13 

S.No Instrument 
/Facility Current Rating   

Rating History 

  
Type 

(Long Term/ 
Short Term) 

Amount 
(₹ Crs) Rating 2020 2019 2018 

 Fund Based 
 

Long 
Term/Short 

Term^ 
241.67 

BWR 
BBB-/Stable/

A3 
BWR 

BBB-/Stable
/A3 

NA NA 

 Non Fund Based Short Term 25.00 BWR A3 

 Total 266.67 ₹ Two Hundred Sixty Six Crores and Sixty 
Seven Lakhs Only  



  

COMPLEXITY LEVELS OF THE INSTRUMENTS 

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf 
 
Hyperlink/Reference to applicable Criteria  

● General Criteria 
● Approach to Financial Ratios 
● Criteria_ManufacturingCompanies 
● Short Term Debt 

 

 
 

Jay Shree Tea & Industries Ltd. 

 ANNEXURE I 

Details of Bank Loan Facilities rated by BWR 
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Analytical Contacts 

Priya  Depala 
Rating Analyst 
B :+91 79 66174046 / 47 
priya.d@brickworkratings.com 

VidyaShankar 
Principal Director - Ratings 
B :+91 80 40409999 
vidyashankar@brickworkratings.com 

1-860-425-2742                             I               media@brickworkratings.com 

Bank/FI SBI HDFC AXIS ICICI UCO YES DCB 
INDUS

IND RBL 
KOTA

K 
Propos

ed 
TOTA

L 

A. FUND 
BASED 18.00 40.00 41.00 25.00 20.00 11.67 35.00 15.00 19.00 10.00 7.00 241.67 

Term Loans - - 26.00 - - 1.67 - - 9.00 - 0.00 36.67 

Cash Credit / 
WCDL 18.00 40.00 15.00 25.00 20.00 10.00 35.00 15.00 10.00 10.00 7.00 205.00 

B. NON-FUND 
BASED 0.00 12.00 0.00 5.00 2.00 0.00 6.00 0.00 0.00 0.00 0.00 25.00 

BG(Fully 
Interchangeable 

with LC/BC) - 3.00 - - 1.00 - - - - - - 4.00 

Letter of Credit 
/ Buyers' Credit - 9.00 - 5.00 1.00 0.00 6.00 - - - - 21.00 

Limits 18.00 52.00 41.00 30.00 22.00 11.67 41.00 15.00 19.00 10.00 7.00 266.67 

http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf
http://www.brickworkratings.com/download/Criteria-ShortTermDebt.pdf
mailto:priya.d@brickworkratings.com
mailto:vidyashankar@brickworkratings.com
mailto:media@brickworkratings.com


  
 
For print and digital media 
The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or electronic media. While it                      
may be used by you acknowledging credit to BWR, please do not change the wordings in the rationale to avoid conveying a                      
meaning different from what was intended by BWR. BWR alone has the sole right of sharing (both direct and indirect) its                     
rationales for consideration or otherwise through any print or electronic or digital media. 
 
About Brickwork Ratings 
Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency and                
accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible / convertible / partially                   
convertible debentures and other capital market instruments and bonds, Commercial Paper, perpetual bonds, asset-backed              
and mortgage-backed securities, partial guarantees and other structured / credit enhanced debt instruments, Security              
Receipts, Securitisation Products, Municipal Bonds, etc. BWR has rated over 11,400 medium and large corporates and                
financial institutions’ instruments. BWR has also rated NGOs, Educational Institutions, Hospitals, Real Estate Developers,              
Urban Local Bodies and Municipal Corporations. BWR has Canara Bank, a leading public sector bank, as one of the                   
promoters and strategic partner. BWR has its corporate office in Bengaluru and a country-wide presence with its offices in                   
Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+              
locations. 
 
DISCLAIMER 
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Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency                 
and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank Loan facilities, Non- convertible / convertible /                    
partially convertible debentures and other capital market instruments and bonds, Commercial Paper, perpetual bonds,             
asset-backed and mortgage-backed securities, partial guarantees and other structured / credit enhanced debt instruments,             
Security Receipts, Securitisation Products, Municipal Bonds, etc. [hereafter referred to as “Instruments”]. BWR also rates              
NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal Corporations. 
 
BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR that the                   
ratings assigned by BWR are based on information obtained from the issuer of the instrument and other reliable sources, which                   
in BWR’s best judgement are considered reliable. The Rating Rationale / Rating Report & other rating communications are                 
intended for the jurisdiction of India only. The reports should not be the sole or primary basis for any investment decision                    
within the meaning of any law or regulation (including the laws and regulations applicable in Europe and also the USA). 
 
BWR also wishes to inform that access or use of the said documents does not create a client relationship between the user and                      
BWR. 
 
The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in any manner                      
be construed as being a recommendation to either, purchase, hold or sell the instrument. 
 
BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any jurisdiction nor                     
are they to be used as a basis for or as an alternative to independent financial advice and judgement obtained from the user’s                      
financial advisors. BWR shall not be liable to any losses incurred by the users of these Rating Rationales, Rating Reports or its                     
contents. BWR reserves the right to vary, modify, suspend or withdraw the ratings at any time without assigning reasons for the                    
same. 
 
BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual circumstances that                   
may have arisen on a later date. BWR is not obliged to update its opinion based on any public notification, in any form or                       
format although BWR may disseminate its opinion and analysis when deemed fit. 
 
Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or agents                 
(collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR Party shall have                 
any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the results obtained from the use of                     
any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all express or implied warranties, including, but                   
not limited to, any warranties of merchantability, suitability or fitness for a particular purpose or use. In no event shall any BWR                     
Party be liable to any one for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential                
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in                  
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connection with any use of any part of the Rating Rationales and/or Rating Reports even if advised of the possibility of such                     
damages. However, BWR or its associates may have other commercial transactions with the company/entity. BWR and its                
affiliates do not act as a fiduciary. 
 
BWR keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity                   
of the respective activity. As a result, certain business units of BWR may have information that is not available to other BWR                     
business units. BWR has established policies and procedures to maintain the confidentiality of certain non-public information               
received in connection with each analytical process. 
 
BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities etc., or                     
from obligors. BWR’s public ratings and analysis are made available on its web site, www.brickworkratings.com. More detailed                
information may be provided for a fee. BWR’s rating criteria are also generally made available without charge on BWR’s                  
website.  
 
This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,                 
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.  
 
BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of India and is                      
governed by the applicable regulations issued by the Securities and Exchange Board of India as amended from time to time. 


