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Facilities Amount (X crore) Ratings! Rating Action
Long-term bank facilities 143.15 CARE AA-; Stable Reaffirmed
9 (Reduced from 150.00) '
_ 100.00 i
-] = -t +
Long-term / Short-term bank facilities (Enhanced from 50.00) CARE AA-; Stable / CARE Al Reaffirmed

Details of facilities in Annexure-1.

Rationale and key rating drivers

Ratings assigned to bank facilities of Surendranagar District Co-operative Milk Producers’ Union Limited (Sursagar; the union)
continue to derive strength from it being one of the unions of the Gujarat Co-operative Milk Marketing Federation Limited (GCMMF,
Amul structure), which has a leading market position in the organised segment of the Indian dairy industry with well-recognised
brands such as ‘Amul’ and ‘Sagar’; and favourable growth prospects for the dairy industry. Ratings further factor in the measures
underway to enhance milk procurement, growing despite low share of value-added products, presence of a cash-flow mechanism
towards payment of milk procurement prices, which ensures adequate cushion for debt-servicing and the same mechanism is
expected to continue going forward.

However, ratings are constrained by the environment and epidemic-related event risks associated with geographically
concentrated milk procurement, exposure to risks associated with regulatory changes, competition and implementation &
stabilisation risks associated with union’s debt-funded capex plans.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

o Significant growth in the scale of operations through greater geographical diversification of its sales and sourcing and
widening of its product profile.

Negative factors

e  Adverse changes in the Amul cooperative structure and/or weakening in the credit profile of GCMMF.

. Environment and epidemic-related factors in the milk procuring region of the union having a significant impact on the
union’s operations for a long term.

e Adverse changes in regulations governing dairy industry having material impact on the extent of returns/milk procurement
prices paid to the farmer members on a sustained basis.

o Deterioration in net debt/ equity beyond 2.5x on a sustained basis.

Analytical approach: Standalone with factoring the strength of group structure.

Outlook: Stable

CARE Ratings Limited (CareEdge Ratings) believes Sursagar dairy shall continue to sustain healthy operating performance and
benefit from it being a part of three-tier ‘Amul structure’ with GCMMF being apex marketing federation having leading market
position in the organised segment of the Indian dairy industry and favourable growth prospects of the industry over the medium
term.

Detailed description of key rating drivers:

Key strengths
Member of the strong apex dairy marketing federation, GCMMF, which has a significant market share in the
organised dairy industry in India; likely to further strengthen going forward

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Sursagar dairy is one of the member DPUs among the 18-member DPUs of GCMMF under the three-tier ‘*Amul structure’. GCMMF
is the apex marketing federation in the structure and Sursagar dairy sells over 95% of its products to GCMMF, which sells it to
the end-users as indicated by ~2% contribution to GCMMF's total sales in FY25 (refers to April 01 to March 31).

GCMMF has established brands ‘Amul’ and ‘Sagar’ as the leading dairy brands in India and facilitates decision making of its member
DPUs. GCMMF, through its DPUs built on a cooperative structure, has a strong milk collection base of 36.40 lakh farmers across
18,164 VCS and the daily milk collection of all member DPUs aggregates 306 lakh litres per day (LLPD) for FY24. With a collective
milk processing capacity of 455 LLPD as on March 31, 2025, GCMMF commands a prominent market share in pouched milk and
different milk products (ranging from 40% to 85% market share) in the Indian dairy industry and going forward further expected
to consolidate its position in the Indian dairy sector with greater expansion in its value-added products.

Robust three tier co-operative structure

The milk suppliers (farmer owners) are at the base of the dairy cooperative structure. Profit is not a motive of organisations
working under this structure and maximum returns to these dairy farmers are passed on by way of milk procurement prices after
ensuring retention of a reasonable amount for their debt repayment, capital and operational expenses. Moreover, Under ‘Anand
Pattern’ there is robust cash flow mechanism, where GCMMF releases funds to majority DPUs through a two-step price payment
mechanism during the year and DPUs make payments to village co-operative societies (VCS), which in-turn distribute payment to
the member farmers for their milk supply. Hence, the credit risk of such cooperative sector entities is assessed based on the
sustainability and growth of the structure, stability of the milk supply base, trend in milk procurement and that of the average
annual milk procurement prices paid to the dairy farmers, along with reach of its distribution network and the strong brand *Amul’
created by the federation.

Strong pricing power over dairy products which is likely to sustain

GCMMF has a prominent market share in the Indian organised dairy industry across dairy products and possesses strong pricing
power for its products and largely heralds the prices of milk and milk products in the country. GCMMF and its DPUs operate on a
two-step pricing mechanism which results in robust cash flows, where the aim is to pass on remunerative returns to farmer
members through milk procurement prices but only after ensuring adequate cushion for meeting its upcoming debt servicing,
capital and operational expenses. Considering inherent strengths of this business model, CareEdge Ratings expects this
mechanism to sustain going forward.

Stable milk procurement network and gradual increase in share of value-added products
The annual milk procurement for FY25 moderated marginally from FY24 due to weather conditions and disease outbreak in certain
regions.

The union has gradually diversified its product portfolio which currently comprises of liquid milk (raw and poly packed milk), ghee,
buttermilk, curd, paneer, rabri, ice-cream and flavoured milk apart from cattle feed (on trading basis). The union has added
flavoured milk, rabri and paneer in FY23, which led to an increase in the contribution of value-added products to total operating
income (TOI) from 8% in FY22 to 11% in FY25. The union has completed construction of its ice cream facility in December 2024
which has commenced production from January 2025 and cattle feed manufacturing plant in April 2025 which is expected to
commence production by the end of August 2025 due to delay in approval from regulatory authorities and is in process of
constructing Amul parlour which shall further aid diversification and help passing on remunerative prices to farmers. However,
share of value-added products remained low. Average milk procurement price paid to its farmer members stood at ¥853/kg fat
in FY25.

Favourable growth prospects for the dairy industry

India is the world’s largest milk producer contributing 25% global milk production per Ministry of Fisheries, Animal Husbandry
and Dairying. Milk production has grown at an annual growth rate of ~6% in the last nine years to 239 million tonnes in FY24
(FY23: 231 million tonnes). Higher milk supply in FY24 and decline in SMP exports following decline in prices led to build up of
SMP levels in the industry resulting increased working capital requirements.

Milk supply is expected to have increased further in FY25. Short-term borrowings are expected to rise to meet increased working
capital requirements. The government is progressively taking initiatives to promote the dairy industry in India, including inclination
towards cattle breeding, clean milk production, dairy development and cattle feed management. It extended Rashtriya Gokul
Mission from FY22 to improve productivity and enhance milk production. There is an increase in budgetary allocation for animal
husbandry and dairying by ~15% to 4,521 crore in FY25 from 3,914 crore in FY24 (revised). The government has also extended
the benefit of tax payment at a concessional rate of 15% to new co-operatives. All these incentives are expected to boost the
country’s dairy industry.
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In the last two years, dairies have undertaken a sustained price rise to offset increase in production cost, while demand has
continued to remain healthy. In the medium term, demand growth is expected to sustain with rising population, urbanisation,
higher purchasing power and increasing per capita income. The growth would be primarily driven by increase in demand for
value-added milk products, which is also margin accretive for players.

Liquidity: Strong

Sursagar’s liquidity remains strong with the union deriving comfort from sales made on ‘cash-and-carry’ basis with timely receipts
from GCMMF and payment to VCS on every 10-days’ interval, resulting in a comfortable operating cycle (FY25: 17 days). The
union also has the flexibility to change prices paid to farmers, as funds available with a DPU is passed on to the VCS through raw
material prices only after retaining a reasonable amount for its debt repayments, capital expenditure and operational expenses .
Further, the utilisation of working capital limits remained low at ~40% in the last 12 months ended June 2025. The dairy had
available liquidity of ¥209.77 crore as on March 31, 2025, which largely pertains to annual price differences payable to farmer
members and deposits kept by VCSs with the dairy.

Key weaknesses

Stabilisation risk for debt-funded capex

Of the total capex plans of ~%235 crore, the union had already spent ~%229 crore towards setting up of ice-cream manufacturing
facility (commenced production from January 2025) of one LLPD at Vadhwan, Surendranagar (adjacent to its existing facility),
cattle feed manufacturing facility of 300 metric tonne per day and sweet cream and Amul parlour at Patdi, Surendranagar. The
cattle feed facility, implemented in April 2025, is expected to commence production by end of August 2025. The capex was
planned to be funded by sanctioned term debt of ¥171.75 crore and balance largely through available liquidity. Of the total
sanctioned debt, the dairy had already drawn ~X166 crore for these projects. The union is expected to receive interest subsidy
from GCMMF of 3% towards interest cost on term loan taken for construction of ice-cream manufacturing facility and interest
subsidy of 4% towards interest cost on term loan taken for capex from Dairy processing & Infrastructure Development Fund
(DIDF).

Owing to the structure, where maximum returns are passed on to farmers, the union has moderate net-worth base and gearing
levels. Debt coverage indicators are expected to remain moderate as it requires to undertake capex for modernisation and
upgradation of milk processing capacities at periodic intervals. Gradual stabilisation of this capex to optimise payment of milk
prices to farmers and maintenance of comfortable liquidity in the union shall be crucial from the credit perspective.

Exposure to environmental and epidemic-related event risks associated with geographically concentrated milk
procurement

The dairy industry inherently remains exposed to the risk related to unforeseen environmental or epidemic outbreak/bovine
diseases in a particular region adversely affecting the milk supply. DPUs including Sursagar are exposed to such environmental
risks associated with concentration in milk collection, since most milk procurement is from one district and its surrounding villages.
Sursagar collects its entire milk from its milk shed area in Gujarat, and hence, the union remains exposed to risks associated with
concentrated milk procurement.

Exposure to inherent regulatory changes and competition

The Indian dairy industry remains susceptible to volatility in prices of products such as SMP due to its linkages with domestic and
international demand-supply dynamics which determines its inventory levels. It also remains exposed to regulatory changes such
as change in government incentives/ban on export of dairy products (mainly SMP), and demand for signing free trade agreements
(FTAs) by surplus milk producing countries such as Australia and New Zealand to gain access to the Indian dairy market. The
demand for dairy analogues, which are used as a substitute for milk and milk fats, also pose challenges to some extent as they
are look-alike dairy products and provide significant cost-cutting opportunities. The industry also remains fragmented with
presence of many players. Considering GCMMF's dominant position in the industry, it is largely able to mitigate such challenges.

Applicable criteria
Definition of Default
Liguidity Analysis of Non-financial sector entities
Factoring Linkages Parent Sub JV Group
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Short Term Instruments
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About the company and industry

Industry classification
Macroeconomic indicator
Fast moving consumer goods

Industry
Food products

Basic industry
Dairy products

' Sector
Fast moving consumer goods

Incorporated in 1975, Sursagar is one of the 18 DPUs established under the three-tier dairy co-operative structure of Gujarat,
known as ‘Amul Model’ or *‘Anand Pattern’. The union procures milk from ~688-member VCS consisting of ~1.16 lakh farmers,
who hold the entire shareholding in Sursagar. It continues to have total milk processing capacity of 8.50 LLPD, as on March 31,
2025, at its milk processing unit in Surendranagar, Gujarat. Apart from milk processing capacity, it also has capacities for
manufacturing value-added products like ghee, buttermilk, curd, paneer, rabri and flavoured milk among others. The union has
also set up manufacturing facilities for ice-cream in December 2024 and cattle feed manufacturing facility in April 2025 (expected
to commence production from end of August 2025). It is in process of setting up Amul parlour, which is expected to be operational

by end-FY26.
Brief Financials (X crore) March 31, 2024 (A) March 31, 2025 (Prov.)
Total operating income 1,097.64 1,042.86
PBILDT 11.34 10.95
PAT 6.03 7.01
Overall gearing (times) 3.41 5.99
Interest coverage (times) 1.55 1.09

A: Audited Prov.: Provisional; Note: these are latest available financial results
Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of facilities

Date of Maturity Size of the !!atmg

Name of the Issuance Coupon Assigned and
Date (DD- Issue .

Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating

YYYY) Outlook

CARE AA-;
Fund-based- - - - 100.00 Stable / CARE
LT/ST
Al+

Term Loan- CARE AA-;
Long Term - - 31-05-2032 143.15 Stable
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Current Ratings
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‘ Rating History

Name of the Date(s) Date(s) Date(s) DEICIO))
Instrument/Bank Amount and_ and_ and_ and_
Facilities Outstanding @ Rating Rat_| ng(s) Rat_| ng(s) Rat_mg(s) Rat_mg(s)
(X crore) ?s5|gned ?s5|gned assigned _aSS|gned
in 2025- in 2024- in 2022-
2023
1)CARE 1)CARE 1)CARE
xﬁE AA-; AA-; AA-;
! Stable / Stable / Stable /
1 Fund-based-LT/ST LT/ST 100.00 i;a;llze /|- CARE Al+ | CARE AL+ | CARE A1+
Al+ (07-Jan- (06-Feb- (21-Mar-
25) 24) 23)
1)CARE 1)CARE 1)CARE
Term Loan-Long CARE AR AR AR
2 Term LT 143.15 AA-; - Stable Stable Stable
Stable (07-Jan- (06-Feb- (21-Mar-
25) 24) 23)

LT: Long term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Name of the Instrument

Complexity Level

1 Fund-based-LT/ST Simple

2 Term Loan-Long Term Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.

5| CARE Ratings Ltd.


https://www.careratings.com/bank-rated?Id=9PBAaUbUliFGSU2RJmdvdg==

Press Release

RATINGS

Contact us

Media Contact Analytical Contacts
Mradul Mishra Ranjan Sharma
Director Senior Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: +91-22-6754 3453
E-mail: mradul.mishra@careedge.in E-mail: ranjan.sharma@careedge.in
Relationship Contact Hardik Manharbhai Shah

Director
Saikat Roy CARE Ratings Limited
Senior Director Phone: +91-22-6754-3591
CARE Ratings Limited E-mail: hardik.shah@careedge.in
Phone: +91-22-6754 3404
E-mail: saikat.roy@careedge.in Richa Bagaria

Associate Director

CARE Ratings Limited

Phone: 033-40181600

E-mail: richa.jain@careedge.in

About us:

Established in 1993, CareEdge Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CareEdge Ratings follows a robust and transparent rating process that leverages its domain and
analytical expertise, backed by the methodologies congruent with the international best practices. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). Ratings are opinions on the likelihood of timely
payment of the obligations under the rated instrument and are not recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy,
sell, or hold any security. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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