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Aproposed tea garden sale by
McLeod Russel India, the tea
producer fromthestoriedbusi-

ness house of Kolkata, the Brij Mohan
Khaitangroup,hasdrawninterest from
some reputable players, belying the
myriad challenges that the industry
oftenhighlights.

In the world of tea, McLeod Russel
isabehemoth—its33estates inAssam
and Dooars (north Bengal) produce
about 43 million kg (mkg), making it
the largest in the country. The total
production,with itsestates inVietnam
and Uganda, stands at about 69 mkg.

TheKhaitans,accordingto industry
sources, are looking to offload 13 to 14
of their India estates to finance a one-
time settlement (OTS) for the group’s
~1,600 crore (principal) debt with
banks. And if initial indications are
anything to go by, then there is no
dearth of interest.

Leading the pack is Carbon
Resources, a Kolkata-based company
that manufactures inputs for ferro-
alloys, steel, and aluminium indus-
tries. An “outsider” of sorts, the com-
pany’s interest perhaps best outlines
thatdemandforgoodteagardenscon-
tinuesunabateddespite theworsening
financialmetrics of the sector.

The Suresh Jalan family-owned
Carbon is engaged in talks with the
Khaitans all over again and is looking
tosignabindingtermsheet. Inthepast
ninemonths though, the engagement
has had its fair share of twists and
turns.

Carbon raised theproverbial storm
in a tea cup by picking up a 5.03 per
cent stake in McLeod Russel in a sur-
prise move on September 16 last year.
Onthesameday, it approachedthe tea
producer’sbankerswithanon-binding
letter of intent to settle dues and take
acontrollingstake inthecompany.The
Khaitans were then in the middle of
discussing a debt resolutionplanwith
the bankers.

But the proposal achieved little
apart from bringing the two sides to
the negotiating table. In January this
year, McLeod said that it had entered
into an exclusivity agreement with
CarbontodiscussaproposedOTS.But
it became infructuous when the tea
companywasdragged into insolvency

proceedings by IL&FS Infrastructure
Debt Fund in February.

OnceoutofNationalCompanyLaw
Tribunal,discussions resumedbut fell
through leading Carbon to offload
McLeod shares in the open market
about a week back. The two sides are,
however, giving the deal another go.

While thesagacontinues, somebig
names in the tea industry are waiting
in the wings, ready to step in should
theCarbondeal go south.

“If there are synergies and we are
able to improve our portfolio then we
maylookatbuyingsomegardens from
McLeod,” saidHimanshuShah, chair-
man,MKShahExports.

In 2018, M K Shah, one of India’s
largest orthodox tea producers, had
scoopedupeightestates fromMcLeod
Russel for ~331 crore. “So many assets
have been sold since, but we have not
shown any interest. Now again, we
have an appetite for gardens provided
the fit is right,” Shah said. The compa-

ny’sestates, spreadacrossAssam,pro-
duce around 19mkg.

Likewise, C K Dhanuka, whose ties
withteagoback50years, is inabuying
modeandwilling topickup7 to8mkg
“at therightprice”. “Iaminterestedbut
not desperate,” he said.

Last year, Dhanuka acquired six
estates — two from the Apeejay
Surrendragroupandfour fromWarren
Tea—takingtheproductionto15mkg.

Rossell India, which produces 5.6
mkg from its six estates in Assam, is
also in “preliminary” discussions for
acquiring McLeod’s gardens.
According to sources in the know, it is
willing to acquire up to 5 mkg to take
the production to more than 10 mkg.

But it’s all a bit up in the air right
now. Sources close to the Khaitan
familysaidthatnothinghasbeenfinal-
ised and the banks need to decide on
theOTS amount.

Sowhat ismakingteatickforsome?
After all, the profit margins in the

industry have dropped over the years
with tea prices stagnating. “The oper-
atingprofitmargin inFY14wasaround
12 per cent and in FY22 stood at 5 per
cent,”KaushikDas,vice-president, Icra
said.

According to Das, the wage cost in
the industry has outpaced tea prices.
The total wage per man day in West
BengalandAssamincreasedataCAGR
of 7 per cent and 10 per cent, respec-
tively, during CY2014-CY2019, while
theaverageNorth Indiaauctionprices
remained stagnant during the same
period,withaCAGRofonly 1per cent,
an Icra report showed.

But big players want to get bigger
toget thebenefitofeconomiesofscale.
“In today’s world, size matters,”
explainedShah. “Thepieofquality tea
in total teaproductionhasshrunkover
the years. And McLeod has a number
of goodquality gardens in their basket
providing an opportunity.”

Dhanuka believes that the govern-
ment going forward would give into
the industry’sdemandfora floorprice.
ForRossell, tea is core competence.

What’s thehookforanon-teaplayer
like Carbon? “If you enter a business,
it shouldmakesense fromthepointof
scalability,” Carbon director, Abhinav
Jalan, said.

But it’s not everyone’s cup of tea.
Last year, Warren Tea, which traces
its lineage to the 1850s, exited planta-
tions. “It was a strategic decision to
focus more on our hotels and IT busi-
nesses,” Vivek Goenka, president,
Warren Tea, said.

Among theoldest tea groups in the
country, theApeejaySurrendragroup,
has sold most of its gardens in the last
one and a half years. At the peak of its
associationwith the industry, it had 17
estates, which is now down to two.
Going forward, it would retain one
estate and build school, hospital, and
tourism infrastructure there.

But if there are sellers, there are
buyers as well. And the serious ones
from the industry are putting their
buck on Assam estates quite unlike
Darjeeling, which has seen a height-
ened interest fromnon-tea players.

The reasons are two: The yield in
Assamismuchhigher,making itmore
remunerative for buyers. And of
course, the picturesque setting – the
rolling greens of the tea estates with
snow-capped peaks in the backdrop –
makes Darjeeling more alluring from
a tourismpoint of view.

McLeodgardens, inaway,arebask-
ing indual advantage. The gardens on
offer are in Assam and the industry
reckons, despite all its financial woes,
the assets are of good quality. Small
wonder that the31estates inAssamare
whetting the appetite of buyers even
as theMcLeodpot continues to boil.
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The tea puzzle
Marginsareshrinkingandpricesarestagnant,butthedemand
forqualityteagardensremainsasrobustasever
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Regulatory authorities have improved their
record in bringing errant companies to task
in recent times.

The conviction rate is at its highest in
years, shows a Business Standard analysis
of Ministry of Corporate Affairs data, amid
reports of a rejig in its approach to infrac-
tions. Around 5.3 per cent of cases decided
upon resulted in convictions in 2018-19. The
number increased to 53.6 per cent in 2021-
22 to touch a 14-year high.

The ministry is planning to free up
resources at the Registrar of Companies
(RoC),which is in charge of the registration,
regulation and striking-off of companies, to
focus on serious violations.

The last time that the majority of cases,
61 per cent of them, ended in convictions
was in 2007-08 (see chart 1).

But there may be more to the headline
number. The number of cases the ministry
is takingup forprosecution is alsodeclining
(see chart 2).

The most common violation in 2021-22
was companies not holding annual general
meetings (434cases), likelydue to theCovid-
19 pandemic.

The RoC also looks into complaints that
investors or members of the public make
againstcompanies.Therewerealmost60,000
such complaints in 2021-22 (see chart3).

Majority of prosecutions
successful for the first
time in over
a decade
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Number of prosecutions started during the year

Before the Government of India
Ministry of Corporate Affairs

Company Petition No. 24/1/2023- CL-III
In the matter of the Companies Act, 2013

And
In the matter of Sections 230 to 232 and other applicable

provisions of the
Companies Act, 2013 read with Companies (Compromises,

Arrangements and
Amalgamations) Rules, 2016

And
In the matter of Scheme of Amalgamation

Amongst
RailTel Enterprises Limited

(Transferor Company/ Petitioner Company-I)
And

RailTel Corporation of India Limited
(Transferee Company/ Petitioner Company-II)

And
Their respective shareholders and creditors

[For the sake of brevity, Petitioner Company-I and Petitioner
Company-II are

hereinafter collectively referred to as "Petitioner Companies'']

NOTICE OF PETITION

A petition under Section 230 to 232 of the Companies Act, 2013, for
obtaining the sanction of the scheme of amalgamation (“Scheme”)
embodying amalgamation amongst RailTel Enterprises Limited and
RailTel Corporation of India Limited, and their respective shareholders
and creditors was presented by the Petitioner Companies on,
01.06.2023 before the Ministry of Corporate Affairs, Govt. of India
(“MCA”). In terms of the MCA order dated 21.06.2023, the said
petition is fixed for hearing before Shri Inder Deep Singh Dhariwal,
Joint Secretary, MCA, 5th Floor, “A” Wing, Shastri Bhawan, Dr.
Rajendra Prasad Road, New Delhi- 110 001 on 05.07.2023 at 03:30
PM.
Any person desirous of supporting or opposing the said petition should
send to the office address of the Petitioner Companies (i.e. at Plate-A,
6th Floor, Office Block Tower-2, East Kidwai Nagar, New Delhi-
110023) or to the Petitioner Companies advocate’s, the notice of
his/her intention, signed by his/her advocate, with his/her name and
address, so as to reach the Petitioner Companies or Petitioner
Companies advocate’s at Aekom Legal at G-29, Lower Ground Floor,
Lajpat Nagar-III, New Delhi-110024, not later than two days before the
date fixed for hearing of the petition. Where he/she seeks to oppose
the petition, the grounds of opposition or a copy of his/her affidavit
shall be furnished with such notice. A copy of the petition will be
furnished by the undersigned to any person requiring the same on
payment of the prescribed charges for the same.
Date: 23-06-2023
Place:Delhi

For & on behalf of the Petitioner Companies

Sd/
Yudhveer

Company Secretary
RailTel Enterprises Limited (Petitioner Company-1)

Sd/
J.S. Marwah

Company Secretary
RailTel Corporation of India Limited (Petitioner Company-2)
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