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s/Instruments ( SIS ) Rating Action
Rs. crore

CARE B; Stable; . . . .
Long Term Bank ISSUER NOT COOPERATING* Revised from CARE B+; Stable (Single B Plus;
2 16.00 - ] ; Outlook: Stable) and moved to ISSUER NOT
Facilities (Single B; Outlook: Stable COOPERATING catedo
ISSUER NOT COOPERATING*) gory
16.00
Total Bank Facilities (Rs. Sixteen
Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE has been seeking “No Default Statement” from Gokul Dairy Products to monitor the rating(s) vide e-mail communications
dated March 16,2022, April 05,2022, April 18,2022, May 02,2022 and May 06,2022 and numerous phone calls. However,
despite our repeated requests, the company has not provided the “No Default Statement” for monitoring the ratings. In line
with the extant SEBI guidelines, CARE has reviewed the rating on the basis of best available information which however, in
CARE's opinion is not sufficient to arrive at fair rating. The rating on Gokul Dairy Products will now be denoted as CARE B;
Stable; ISSUER NOT COOPERATING*.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using the above rating.

The revision in rating of bank facilities of Gokul Dairy Products is on account of non-submission of No Default Statements (NDS)
for 3 consecutive months i.e. for the months of March 2022, April 2022 and May 2022. Further, CARE is unable to interact with
lenders and auditor of the entity to assess its ability to service the debt obligations and hence the revision in rating.

Detailed description of the key rating drivers
At the time of last rating on January 19,2022 the following were the rating strengths and weaknesses.

Detailed description of the key rating drivers

Key Rating Weaknesses

Modest Scale of operations

The scale of operations of the firm has declined by 14.36% and stood at Rs.48.37 crore in FY21(Prov.) when compared to Rs.
56.48 crore in FY20(A) on account of Covid-19 impact. The firm majorly depends on commercial sales (Such as sales to
restaurants and catering services) and since their operations were affected inturn impacted firm’s sales. Sales picked up in
H2FY21 and H2FY22 on account of opening food and related sectors helping in the recovery but increasing restrictions in recent
times may impact its operations again. The firm has achieved the total operating income of Rs.36.27 Cr in 9MFY22.

Moderate financial risk profile

GDP’s PBILDT margin marginally improved to 3.71% in FY21(Prov.) when compared to 3.28% in FY20 due to reduction in
overheads but is still lower than 4.5-5% margins earned by it in the past. Reduction in sales translated into reduction in PAT
and GCA. With increase in term debt levels, it is imperative for firm to improve its profitability so as to maintain debt coverage
indicators at satisfactory levels.

The overall gearing deteriorated to 2.61x as on March 31, 2021 when compared to 1.94x as on March 31,2020 on account of
full utilisation of working capital limits and ECGL availed to meet the operational liabilities and for purchase of inventory. WC
utilization of the firm is near full for 12 months ended December 31, 2021.

Seasonal nature of the milk processing industry

The dairy industry is characterized by the short supply of milk during peak of 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
mostly ghee. Correspondingly, there is high requirement of funds during the peak season i.e. winter months from October-
February.

Geographical Concentration risk

The firm purchases raw milk from the suppliers in Karnataka and Tamil Nadu and sells the final products to the customers in
Karnataka and Tamil Nadu leading to concentration of sales pertaining to these states. In order to reduce the same, the firm
has started its marketing programme in order to capture the untamed markets in the states of Karnataka, Tamil Nadu and
Andhra Pradesh. The firm recently started selling of ghee and other by products in online platforms in the areas of Chennai,
Bangalore and Hyderabad.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Competition from the organized and un-organized sector and environmental risk

The group faces competition in the dairy segment from other established brands in the organized market. The competition gets
fiercer with presence of unorganized players leading to pricing pressures. Other major dairy companies are also entering into
the manufacturing of value-added milk products on account of increasing demand in the domestic market. The group is
exposed to environmental risk related to epidemic, since its entire milk collection is from the milk producers in Karnataka and
Tamil Nadu.

Constitution of the entity as a partnership firm concern with inherent risk of withdrawal of capital

The firm’s constitution as a partnership concern with moderate net-worth base restricts its overall financial flexibility in terms of
limited access to external fund for any future expansion plans. Furthermore, there is an inherent risk of possibility of withdrawal
of capital and dissolution of the firm in case of death/insolvency of partners. Further the partners have withdrawn a capital of
Rs.0.48 crore in FY21 (Prov.)

Key Rating Strengths

Long track record and experienced partners for more than a decade in dairy industry

The firm was established in 1997, hence it has long track record of operations. GDP is promoted by Mr. K N Krishnamurthy,
who looks after the overall affairs of the firm. The firm is also managed by Mr. K N Ranganath, who looks after the office
maintenance and Ms. K Supriya, who looks after the administration department. The partners are into the same line of business
since last 2 decades, which enables the firm to get the repeated orders from existing customers along with new customers

Established relationship with the customers and suppliers
GDP has established relationship with some of its major customers such as Ali-CTD, Ragavendra Milk Parlour, Revanna M R etc
which helps the firm to get the repeated orders.

Stable demand outlook for dairy industry

The dairy industry is expected to grow by 9-11 percent in 2021-22, driven by revival in economic activities and increasing per
capita consumption of milk and milk products and change in dietary preferences on account of rapid urbanisation. The domestic
milk production is expected to be increase by 5-6 percent in 2021-22, supported to moderate monsoon and flush season. The
industry has witnessed a recovery post the second wave of covid-19 and with increase in sales during the festive season the
recovery is expected to be recovered before the estimated time period. Raw milk procurement prices, which were subdued in
FY21 due to weak demand, have increased in the current fiscal supported by a recovery in demand. Nevertheless, the higher
procurement costs are not compensated by an equivalent increase in selling prices, which coupled with elevated fuel costs will
result in contraction of 150 bps margins for dairy players in FY22. Along with offering profitable business opportunities, the
dairy industry in India serves as a tool of socio-economic development. Keeping this in view, the Government of India has
introduced various schemes and initiatives aimed at the development of the dairy sector in the country.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer
Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Manufacturing Companies

About the Company

Kunigal (Karnataka) based, Gokul Dairy Products (GDP) was established in 1997 as a partnership firm by Mr. K.N. Krishna
Murthy along with his family members. The firm is engaged in the processing of milk and manufacturing of value-added
products like condensed, skimmed milk powder, milk cream, khova and ghee. GDP has installed capacity of processing 1 lakh
litres per day of raw-milk as on December 31,2021 It sells processed milk under the brand name “Kaveri” and milk products
under the name “Milky Wave” mainly in the states of Karnataka, Andhra Pradesh and Tamil Nadu. The milk is procured from the
local farmers on an average of 40,000 litres per day.

Brief Financials (Rs. crore) . 31-03-2020 (A) | 31-03-2021 (Prov.) | 31-12-2021(Prov.)
Total operating income 56.48 48.37 36.27
PBILDT 1.85 1.79 NA

PAT 0.29 0.17 NA

Overall gearing (times) 1.94 2.61 NA

Interest coverage (times) 1.79 1.76 NA

A: Audited; Prov.: Provisional || NA: Not available
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Status of non-cooperation with previous CRA: ACUITE has placed the ratings under Issuer Not Cooperating as per PR
dated April 09,2021

Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments / Facilities

Name of the Date of Coupon | Maturity ARG Rating assigned along with
Instrument — Issuance Rate Date e Rating Outlook
(Rs. crore)

Fund-based - LT-Cash ) ) ) 11.21 CARE B; Stable; ISSUER NOT
Credit ) COOPERATING*
Fund-based - LT-Term ) ) April 201 CARE B; Stable; ISSUER NOT
Loan 2024 ) COOPERATING*
Fund-based - LT-Term ) ) April 1.88 CARE B; Stable; ISSUER NOT
Loan 2024 ) COOPERATING*

Annexure-2: Rating History of last three years

Current Ratings Rating history
Date(s) & Date(s) & Date(s) &
LETHISCEES Amount Rating(s) Rating(s) Dat_e(s) = Rating(s)
Instrument/Bank . . . . Rating(s) .
oo Type | Outstanding Rating assigned assigned . . assigned
s (Rs. crore) in2022- in2021- assignedin . o410,
* 2020-2021
1 7 1 1 1 1 [1ncARE |
, | Fund-based - LT- T ] ) ] ] 1)Withdrawn | oo
Bank Overdraft (16-Sep-20) (24-Sep-
19)
1)CARE
. BB-;
Fund-based - LT- 1)Withdrawn !
2 . LT - - - - Stable
Cash Credit (16-Sep-20) (24-Sep-
19)
1)CARE
. BB-;
Fund-based - LT- 1)Withdrawn "
3 LT - - - - Stable
Term Loan (16-Sep-20) (24-Sep-
19)
1)CARE
CARE B; Stable; . 1)CARE BB-;
4 E‘;gﬁ'gfgﬁf "L LT 11.21 ISSUERNOT | - (Bﬂa'_f’atr?_t"e Stable -
COOPERATING* 22) (18-Nov-20)
1)CARE
) T CARE B; Stable; . 1)CARE BB-;
5 ?;rr‘r‘:] Eﬂg‘:‘d LT LT 2.91 ISSUER NOT | - (BB_JSatr?_t"e Stable -
COOPERATING* 22) (18-Nov-20)
1)CARE
CARE B; Stable; ! 1)CARE BB-;
6 | Fund-based-LT- LT 1.88 ISSUER NOT | - (Bl’;'_JsatﬁP'e Stable :
COOPERATING* 22) (18-Nov-20)

LT: Long Term
*Issuer Not Cooperating
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Annexure-3: Detailed explanation of covenants of the rated instrument / facilities

Name of the Detailed explanation
Instrument

A. Financial covenants Nil

B. Non financial covenants Nil

Annexure 4: Complexity level of various instruments rated for this compan

Name of instrument \ Complexity level
1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Ltd. has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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Contact us

Media Contact

Name: Mradul Mishra

Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Himanshu Jain

Contact no.: 8123793395

Email ID: himanshu.jain@careedge.in

Relationship Contact

Name: Pradeep Kumar V

Contact no.: +91-98407 54521

Email ID: pradeep.kumar@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on
the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited 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. Most entities whose bank
facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial
transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve

acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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