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Amount (X

crore) Rating Action

Facilities/Instruments

Long Term Bank Facilities 101.00 CARE BBB; Stable Assigned

Long Term / Short Term Bank
Facilities
Details of instruments/facilities in Annexure-1.

499.00 CARE BBB; Stable / CARE A3+ Assigned

Rationale and key rating drivers

The ratings assigned to the bank facilities of VRS Foods Limited (VFL) derives strength from its experienced promoters with long
track record of operations in processing of milk and manufacturing of various milk derivatives and value added products with
healthy scale of operations. The products sold under the brand name of “Paras” have significant presence in Northern India which
are marketed through a wide network of reputed dealers and distributors, supported by a robust network of milk procurement
centres, and diverse product portfolio with focus on VAP (Value-Added Products). However, the ratings are constrained by modest
profitability margins towing to higher contribution from B2B (Business to Business) segment which is inherently price-sensitive,
limiting the company’s ability to command premium pricing and intensifying competitive pressure The company has moved from
a promoter-driven setup to a professionally managed structure, thereby temporarily increasing overheads but strengthening
governance and operational efficiency. The ratings are further constrained by moderate financial risk profile of the company owing
to leveraged capital structure and modest debt coverage indicators and working capital intensive nature of operations considering
seasonal nature of the business.

Going forward, the company’s ability to scale up its value-added products, particularly the newly commissioned cheese plant,
which achieved COD in April 2025, remains crucial, as the segment is expected to support improved operating profitability. The
sustained improvement in margins, capital structure and working-capital cycle will remain key monitorable.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e Improvement in the profitability of the company thereby leading to improvement in the PBILDT/Interest (Interest Coverage
ratio) beyond 2.80x on a sustained basis.

¢ Improvement in the capital structure, thereby leading to overall gearing ratio of below 1.5x on a sustained basis.

Negative factors

e A weaker than expected performance thereby leading to deterioration in the PBILDT/Interest ratio below 1.75x.

e Any large debt-funded capex, thereby leading to further leveraged capital structure and overall gearing going beyond 2.50x
on a sustained basis.

3.1 Analytical approach: Standalone

Outlook: Stable

CARE Ratings Limited (CARE Ratings) believes that VRS Foods Limited will benefit from its network of robust milk procurement
centres, and diverse product portfolio with increasing focus on value-added products.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Detailed description of key rating drivers:

Key strengths

Experienced promoters with established track record of operations

VRS Foods Limited benefits from the long-standing experience of its promoters and a well-established operational track record
spanning over six decades. The business was originally founded by Shri Ved Ram, who laid the foundation of the Paras dairy
brand in 1960 and later transitioned the operations into the corporate entity VRS Foods Limited in 1987. The current leadership
continues to draw from this legacy. Mr. Rajendra Singh, Managing Director, possesses nearly three decades of industry experience
and oversees the company’s export operations along with the overall management of the business. Mr. Narendra Singh Nagar,
who also has close to three decades of experience in the dairy sector, is responsible for leading the company’s extensive milk
procurement network. The promoters are supported by a team of seasoned professionals across production, procurement, quality
assurance, and marketing, which has enabled the company to sustain consistent operations and maintain a strong regional
presence in Northern India.

Reputed dealer/distributor network

VRS has a well-established position in the dairy industry, with strong milk procurement and distribution networks and a strong
clientele comprising several large FMCG companies and modern retail chains. The client concentration risk is low, with the largest
customer accounting for only ~8% of FY25 revenue. The top 10 customers contributed ~27% of net sales during FY25 (PY:
~21%). VRS is supplying to leading FMCG brands such as Nestle India Limited and Hindustan Unilever Limited and Mondelez
India Foods Limited etc. The company has been dealing with these customers for more than 5 years which has resulted in an
established relationship, leading to repeat orders.

Robust Milk Procurement Network

VRS Foods Limited has built a strong and geographically diversified milk-procurement ecosystem to address the seasonal nature
of milk availability. The company operates a total installed milk-processing capacity of 43 LLPD across its plants in Uttar Pradesh,
Madhya Pradesh and Maharashtra (including Sahibabad, Gulaothi, Sandila, Malanpur and Newasa), enabling large-scale handling
of raw milk. Its procurement network sources milk directly from farmers through hundreds of Village Level Collection Centres
(VLCCs) covering approximately 5,400 villages across Western Uttar Pradesh, Haryana, Rajasthan, Maharashtra and Gujarat,
ensuring consistent quality and timeliness in procurement. Each VLCC is equipped for field-testing, chilling and rapid
transportation, thereby minimising intermediary involvement and supporting an efficient cold-chain. This integrated procurement
and chilling infrastructure forms the backbone of the company’s operations, ensuring reliable, cost-effective and year-round raw
milk availability.

Diverse product portfolio with focus on VAP

VRS manufactures various dairy products, which include ghee, butter, skimmed/whole milk powder, milk in pouches, fresh milk
products (curd, paneer, lassi, chaach, etc). Liquid milk contributed 29% of the net sales in FY25 (PY: 33%) and the remaining
milk products contributed 71% (PY: 67%). Over the past two fiscals ending FY25 (refers to the period from April 01 to March
31), the company has ventured into VAP by adding cheese and casein plant in of its existing facilities at Newasa, Maharashtra,
which achieved COD in April 2025. As of now, the company has started sales through HORECA channel initially to pick up volumes
so that fixed overheads can be covered as continuous cold chain has to be maintained. This segment has significant upside
potential as the peak capacity is 500 tonnes per month that translates to Rs.15 crore per month.

Healthy scale of operations

VRS Foods Limited continues to maintain a healthy scale of operations under the well-established ‘Paras’ brand, which enjoys
strong recognition in North India. Despite operating in a highly competitive dairy market, the company has sustained its revenue
base with a modest ~2% CAGR over the past five fiscals ending FY25. Revenue remained broadly stable in FY25 at X2,778.48
crore after a ~17% decline in FY24, which was primarily attributable to a sharp drop in export demand and the company’s sizable
exposure to the price-sensitive B2B segment—factors that have also contributed to operating margin volatility. The company has
transitioned towards a more professionally managed structure through the induction of senior leadership roles such as a CFO and
other CXO-level executives, resulting in higher near-term overheads. Going forward, improvement in performance is expected
from the scale-up of value-added products, particularly cheese, where sales commenced in April 2025 and have reached 60-70
tonnes per month through the HORECA channel. However, as is typical with new product introductions, market acceptance and
meaningful contribution to profitability will take time, even though the long-term potential remains significant given the
500-tonne-per-month installed capacity.
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Key weaknesses

Modest Profitability margins

The company’s operating margins have remained modest at 3-4% and have trended downward since FY21, primarily due to its
high dependence on the B2B segment, which contributes over 60% of total revenue. This segment is inherently highly price-
sensitive, limiting the company’s ability to command premium pricing and intensifying competitive pressures. Margin compression
was further accentuated over the last two fiscals ending FY25, as the company was in an investment phase, particularly expanding
its value-added products portfolio through the cheese project at the Newasa plant. The company has also transitioned from a
promoter-driven structure to a more professionally managed organisation by appointing senior leadership roles such as a CFO
and other CXO-level executives, which has elevated overhead costs in the near term but is expected to strengthen governance
and operational efficiency over the long run. Going forward, the company expects the operating margins to improve as VAP like
cheese have better gross margins.

Moderate financial risk profile

The overall gearing ratio of the company stood leveraged at more than 2x over the past 3 fiscals. The same stood at 2.33x as on
March 31, 2025 (PY: 2.71x) owing to higher reliance on debt in the form of term loan and working capital borrowings. The same
slightly improved as on March 31, 2025, owing to accretion of profits to net worth. Further, the interest coverage (PBILDT/Interest)
and total debt to GCA (Gross Cash Accruals) also stood modest owing to lower profitability and stood at 1.66x and 16.65x
respectively as on March 31, 2025 (March 31, 2024: 1.47x and 22.71x respectively).

Working Capital intensive nature of operations

The working capital cycle of the company stood at 72 days in FY25 (PY: 77 days) on account of higher inventory holding period.
The dairy industry is characterized by the short supply of milk during summers. The company procures the milk during the winter
season when the milk is available in abundance and at low price which leads to build up of inventory/finished goods. This ensures
continuous supply of milk products round the year. Correspondingly, there is high requirement of funds during peak season. The
finished goods inventory at the year-end majorly comprises of VAP having a shelf life of 9-12 months; due to higher procurement
of the milk during the winter season. The working capital requirements of the company are largely met through bank borrowings
the average utilisation of which stood at ~80% for last twelve months ending January, 2026.

Liquidity: Adequate

The company has adequate liquidity as characterised by expected gross cash accruals in the range of Rs.50-60 crore from FY27-
FY28 with repayment obligations of Rs.28.19 crore in FY27 and Rs.21.36 crore in FY28. Out of the term of loan of Rs.41.69 crore
due for FY26, the company has already repaid loan of Rs.34.59 crore up to Feb, 2026 and for the repayment of the balance term
loan of Rs.7.10 crore due for March, 2026, the company has sufficient liquidity in the form of cash and bank balance of Rs.36.36
crore as on March 31, 2025 and Rs.44.02 crore as on December 31, 2025 which are unencumbered to the large extent. The
average utilization of the fund-based limits stood at ~80% for the immediately preceding 12-months ending January, 2026. The
company has planned capex of Rs.27 crore in FY27 for the installation of Bio-CNG plant, which is expected to funded partly by
debt and internal accruals in the ratio of 5:2.

Applicable criteria

Definition of Default

Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies

Financial Ratios — Non financial Sector

Short Term Instruments

About the company and industry

Industry classification

Macroeconomic indicator Sector Industry " Basic industry
Fast Moving Consumer Goods Fast Moving Consumer Food Products Dairy Products
Goods

VRS Foods Limited, popularly known under the Paras brand, is a leading dairy company in North India with a legacy dating back
to 1960, when founder Shri Ved Ram began milk procurement on a small scale. Over time, the business transitioned into a
corporate entity in 1987 and has grown into a large integrated dairy processor with multiple manufacturing facilities and a strong
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presence across liquid milk, ghee, butter, milk powders, whey products and fresh dairy items. The company operates an extensive
procurement network spanning approximately 5,400 villages through hundreds of Village Level Collection Centres (VLCCs),
ensuring consistent raw milk availability and deep linkages with farmers. Its strong brand equity, particularly in the Northern
region, combined with a wide distribution footprint and long-standing relationships with institutional customers, positions Paras
as a prominent player in India’s organised dairy sector.

Brief Financials (X crore) March 31, 2024 (A) March 31, 2025 (A) 9MFY26 (UA) \
Total operating income 2,752.90 2,778.48 2080.06
PBILDT* 87.32 83.62 68.11
Profit after tax (PAT) 2.27 5.10 10.14
Overall gearing (x) 2.71 2.33 1.98
Interest coverage (x) 1.47 1.66 1.95

A: Audited UA: Unaudited; Note: these are latest available financial results
*PBILDT: Profit before interest, lease rentals, depreciation and tax

Status of non-cooperation with previous CRA: NA
Any other information: NA
Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Name of the
Instrument

ISIN

Date of Issuance
(DD-MM-YYYY)

Coupon
Rate

Maturity
Date (DD-

Size of
the Issue

Rating Assigned
and Rating Outlook

(%)

MM-YYYY)

(X crore)

Fund-based - LT-

Working capital Term - - June 2027 40.42 CARE BBB; Stable
Loan

Fund-based - LT/ ST- ) ) ) 499.00 CARE BBB; Stable /
Working Capital Limits ' CARE A3+
Term Loan-Long Term - - March 2028 60.58 CARE BBB; Stable
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Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Name of the DEICO) Date(s) Date(s) Date(s)
Sr. Instrument/Bank Amount and_ and_ and_ and_
Facilities Type Outstanding Rat_lng(s) Rat_lng(s) Rat-mg(s) Rat_lng(s)
(X crore) _aSS|gned _aSS|gned ?s5|gned _aSS|gned
in 2025- in 2024- in 2023- in 2022-
2026 2025 2024 2023
CARE
Fund-based - LT/ BBB;
1 | ST-Working Capital LT/ST 499.00 Stable /
Limits CARE
A3+
CARE
2 ;::2 Loan-Long LT 60.58 BBB;
Stable
Fund-based - LT- CARE
3 | Working capital LT 40.42 BBB;
Term Loan Stable

LT: Long term; ST: Short term; LT/ST: Long term/Short term
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: NA

Annexure-4: Complexity level of instruments rated

Sr. No. Name of the Instrument Complexity Level |
1 Fund-based - LT-Working capital Term Loan Simple
2 Fund-based - LT/ ST-Working Capital Limits Simple
3 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.
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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

© 2026, CARE Ratings Limited. All Rights Reserved.

This content is being published for the purpose of dissemination of information required as per applicable law and regulations and CARE Ratings Limited holds exclusive
copyright over the same. Any reproduction, retransmission, modification, derivative works or use or reference to the contents, in whole, in part or in any form, is
prohibited except with prior express written consent from CARE Ratings Limited.

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