
 

Umang Dairies Limited  
 

Instrument Amount (Rs crore) Rating Action 

Cash Credit Limits 12.00 [ICRA]BBB- (Stable)/ Reaffirmed 

Long-Term Loan 14.00 [ICRA]BBB- (Stable)/ Reaffirmed 
 
ICRA has reaffirmed its  long-term rating on Rs.26.00 crore

1
 fund based bank facilities of Umang Dairies 

Limited (UDL, formerly JK Dairy and Foods Limited)
†
 at [ICRA]BBB- (pronounced as ICRA triple B minus). The 

outlook on the rating is ‘Stable’.  
 
ICRA’s rating reaffirmation takes into consideration UDL’s stable profitability despite challenging export 
scenario and adequate capacity utilization owing to increased share of job work for manufacturing milk powder 
and ghee. The capacity utilization of the drying plant stood at ~46% in FY15 up from ~38% in FY14 owing to 
volumetric growth of ~26% in the contract manufacturing for Mother Dairy Fruits & Vegetable Pvt. Ltd. 
(MDFVPL or Mother Dairy). Further, the plant capacity utilization of liquid milk packaging (LMP) plant increased 
to ~90% in FY15 from ~87% in FY14. The company has been curtailing own manufacturing of skimmed milk 
powder (SMP) due to limited demand in export markets. The top line of the company is expected to post 
contraction in the current fiscal with the reduction in the manufacturing of SMP and Ghee on its own account. 
However, the company has increased job work activities for Mother Dairy in order to maintain capacity 
utilization. The company is setting up captive biomass based power plant at an investment of Rs. 16.00 crore 
which is being funded in debt-equity of 2.55:1. The power plant is expected to commence operations from May 
2016 with cost overrun of ~7% and time overrun of two months. The financial profile of the company has 
improved slightly with gearing of 0.82 times as on March 31, 2015 compared to 0.99 times as on March 31, 
2014 though UDL has significant repayments in FY2017.  
 
The rating however continues to remain constrained by the vulnerability of the company’s profitability to the 
fluctuations in milk availability and prices; given that milk availability is highly seasonal in North India. Owing to 
the commoditized nature of the product and the fragmented nature of the market, there is limited ability to pass 
on the increase in costs. Further, the industry is exposed to Government regulations in terms of export 
restrictions, as witnessed in the past. The rating is also constrained on account of the company’s limited 
product portfolio and entry barriers in the branded dairy segment which is primarily dominated by strong brands 
 
The company’s ability to successfully commence the captive power plant in scheduled time and cost with 
expected cost savings will remain key rating sensitivities. Timely renewal of agreement with Mother Dairy which 
will be due in September 2016 and its framework will be the monitorable. 
 
Company Profile 
UDL (formerly JK Dairy and Foods Limited) was incorporated in December-1992 and is a part of the JK Group 
with promoters holding 74.61% stake in the company. UDL is engaged in manufacturing of milk products and 
processing / packaging of liquid milk at its manufacturing facilities based in Gajraula (Uttar Pradesh) which has 
two plants - Drying plant and Liquid Milk Packaging (LMP) plant. The drying plant which was set up in the year 
1994 and has an installed capacity of 4.5 LLPD

2
, converts the liquid milk to milk powder and butter/ghee. The 

LMP plant was set up by UDL in the year 2009 and has an installed capacity of 6 LLPD which is exclusively 
utilized for processing and packaging of milk for MDFVPL, through group company – LVP Foods Private 
Limited (LVPFPL). The company was registered with BIFR (Board for Industrial and Financial Reconstruction) 
as a Sick Industrial unit since May-2002; however with improvement in profitability and reduction in the 
accumulated losses, the net worth of UDL turned positive as on March 31, 2012 which facilitated its exit from 
BIFR in December-2012.  
 
Recent Results 
UDL registered an operating income (OI) of Rs. 251.14 crore and profit after tax (PAT) of Rs. 8.52 crore in FY 
2015 compared to OI of Rs. 216.37 crore and PAT of Rs. 5.96 crore in the previous year. 
 

                                                           
1
 100 lakh = 1 crore = 10 million 

†
 For complete rating definition please refer to ICRA website www.icra.in or any of the ICRA Rating Publications 

2
 LLPD – Lac Liters Per Day 

http://www.icra.in/


 

On a provisional basis, UDL registered an OI of Rs. 139.80 crore and PAT of Rs. 4.54 crore in 9M 2016 
compared to an OI of Rs. 176.84 crore and PAT of Rs. 4.95 crore during the corresponding period of previous 
year.  
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