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Tata Steel BSL Limited
April 04, 2019

Ratings
Facilities Amount Rating1 Rating Action
(Rs. crore)
Long-term Bank Facilities - 19,000.00 CARE AA; Stable
Term Loan (reduced from 21,000.00) (Double A; Outlook: Stable)
Long-term/Short-term Bank 5,000.00 CARE AA; Stable/CARE A1+ Reaffirmed
Facilities - Fund based/Non- (Double A; Outlook: Stable/
fund based A One Plus)
Total facilities 24,000.00
(Rupees Twenty Four
Thousand Crore Only)
Commercial Paper 2,000.00 CARE Al+
(Rupees Two Thousand (A One Plus) Assigned
Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities and short term instrument of Tata Steel BSL Limited [TSBL; erstwhile
Bhushan Steel Limited] continues to derive comfort from the strong parentage of Tata Steel Limited (TSL; rated
CARE AA; Stable/CARE AA-; Stable). The ratings also draw comfort from the experienced promoters and
management of TSL having significant presence in the steel industry, strategic importance of TSBL for TSL,
improved operational performance during 9MFY19 (period refers from April 01 to December 31) as well as TSBL’s
access to TSL’s suppliers’ network and iron ore mines providing operational synergies via raw material integration.
The ratings also factor in the letter of comfort issued by TSL to TSBL’s long term lenders as well as expected
synergies for TSBL by way of access to TSL’s strong marketing and distribution network.

The ratings are, however, tempered by TSBL’s presence in highly cyclical steel industry which could make the cash
flows of the company volatile.

Going forward, the company’s ability to quickly ramp up its scale of operations, achieve production upto its rated
capacity and improve profitability of the company will be the key rating sensitivities. Also, continued support from
TSL for the overall operations of TSBL will be a critical factor from the credit perspective.

Detailed description of the key rating drivers

Key Rating Strengths

Strong parentage and experienced promoters; support expected as TSBL is strategically important: TSBL
(erstwhile Bhushan Steel Limited, BSL) is the 72.65% subsidiary of Bamnipal Steel Limited (BNPL) which is a wholly
owned subsidiary of TSL. TSL was established as India’s first integrated steel company in 1907 by Mr. Jamsetji N.
Tata, the founder of the Tata Group. TSL has a strong presence across the entire value chain of steel
manufacturing, including producing and distributing finished products as well as mining and processing of iron ore
and coal for its steel production.

TSL, whose 31.64% stake is held by Tata Sons Ltd, had a market capitalization of around Rs. 65,312 crore as at April
03, 2019. By virtue of being part of Tata Group, TSL enjoys immense financial flexibility.

The operations of TSL are handled by a very capable management team headed by Managing Director — Mr. TV
Narendran and Executive Director and Chief Financial Officer— Mr. Koushik Chatterjee who are also the Directors
on the board of TSBL. The management team of TSBL now includes experienced members from TSL's top
management. Moreover, TSL has also provided Letter of Comfort to long term lenders of facilities borrowed by
TSBL TSL has also brought in financial support in form of infusion of the funds in preference shares allotted by
TSBL. Under the control of TSL, TSBL is likely to have better market standing with the potential to transact business
on better terms as compared to its earlier business terms.

Raw material sourcing arrangements aided by access to Tata Steel’s mines and supplier network providing
operational efficiency: TSL owns coal, iron ore and manganese & chrome mines at various locations. As on March

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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31, 2018, TSL has 100% backward integration w.r.t. iron-ore mines and 29% backward integration for coal mines
for its domestic operations. TSL has enough iron ore reserves which are sufficient to meet the raw material
requirement of both TSL and TSBL.

TSBL’s access to TSL’s supplier network for its raw material requirement is expected to be a major cost saving in
entire production process. Going forward, a strong scope of operational efficiencies can be seen in terms of
meaningful savings in labour, power and logistics front on per tonne basis led by economies of scale as TSL would
make efforts to increase the capacity utilization of the plant from the present level.

Expected synergies from access to TSL’s strong marketing and distribution network: TSL also has strong
marketing and distribution network across India and overseas market. It is expected that better market
penetration & sales will be achieved on account of access to Tata’s centralized marketing & sales team. Moreover,
TSBL’s product mix of high value-added steel products would complement TSL’s product profile while TSBL would
benefit from TSL’'s strong track record in the steel industry. TSBL has downstream facilities in Northern and
Western regions, which will cater to the demand of various auto players present in these regions. Moreover,
TSBL's plant is located close to TSL’s Kalinganagar facility where it has a 3 mtpa capacity presently.

Improvement in operational performance in 9MFY19: The operational performance of TSBL has improved post
being acquired by TSL. The total operating income increased from Rs. 12,934 crore in 9MFY18 to Rs. 15,476 crore
in 9MFY19 on account of increase in capacity utilisation as well as better realisation. The PBILDT margin has also
improved to 20.13% during 9MFY19 from 11.35% in 9MFY18 on account of increase in sales volume as well as
realisation. Further, TSBL has presence in value added products having higher margins which is expected to
provide the strength to the company. TSBL is strategically important for TSL to expand its domestic operations,
based on which TSL is extending full support to streamline and improve the TSBL’s operations.

Comfortable Liquidity profile: TSBL had total free cash and liquid investment of Rs. 2,312 crore as at September
30, 2018. The company has already tied-up fresh fund-based and non-fund based limits from various lenders. The
fund based limits remained un-utilised as at December 31, 2018. However, being part of the Tata group, TSBL also
enjoys significant financial flexibility and access to capital market as and when required.

Key Rating Weaknesses/Challenges

Timely ramp up of scale of operations and improvement in profitability: TSBL aims to produce 4 million tonnes
per annum (mtpa) with a capacity utilization of around 71% by end of FY19. Further, TSBL plans to remove the
bottlenecks of the existing facilities to achieve production of finished steel at fully capacity. Going forward, the
company’s ability to successfully ramp up its scale of operation and to improve profitability in time bound manner
would remain crucial. However, TSL’'s experience in running steel plants at high efficiency levels is a significant
mitigating factor.

Cyclicality of the steel industry: Prospects of steel industry are strongly co-related to economic cycles. Demand for
steel is sensitive to trends of particular industries, viz. automotive, construction, infrastructure and consumer
durables, which are the key consumers of steel products. These key user industries in turn depend on various
macroeconomic factors, such as consumer confidence, employment rates, interest rates and inflation rates, etc. in
the economies in which they sell their products. When downturns occur in these economies or sectors, steel
industry may witness decline in demand.

Prospects: During FY18, steel production in India grew by 3.14% to 105 mtpa and consumption grew by 7.98% to
90.70 mtpa. During FY18, domestic steel prices remained buoyant as they rose in the range of 18%-21% on a y-o-y
basis on account of growth in domestic consumption and international prices. Besides, higher raw material prices
also resulted in rise in steel prices. On a cumulative basis, finished steel output grew by 6.6% to 82.4 mtpa during
April-December 2018 while consumption rose at a faster pace of 7.9% to 71.6 mtpa during the period. CARE
expects, the total finished steel production in India is likely to grow by 6%-8% during FY20 backed by a growth in
demand from user industries like construction & infrastructure, automobiles, consumer durables among others.
Domestic consumption of steel is expected to rise in the range of 5.5%-7.5% during FY20.

Analytical approach: CARE has adopted a standalone approach. Parent notching factors are also considered as the
parent (TSL) holds 72.65% shareholding in TSBL. TSBL is strategically important for the overall operations of TSL
and also there are substantial operational and financial linkages with the parent.

2 | CARE Ratings Limited



Ji 55 Ratines

Press Release

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology: Factoring Linkages in Ratings
Financial ratios — Non-Financial Sector

Rating Methodology-Manufacturing Companies
Rating methodology — Steel Companies

About the Company

Tata Steel BSL Ltd (TSBL; erstwhile Bhushan Steel Ltd), incorporated in 1993, is one of the large players in the steel
industry with an integrated steelmaking capacity of 5.6 mtpa. TSBL has presence in the value-added products
segment. It caters mainly to the auto industry and consumer-durable makers through its various manufacturing
facilities situated in Sahibabad (UP), Khopoli (Maharashtra) and Meramandali, Angul (Orissa). On May 2018, TSBL
was acquired by TSL via its SPV and wholly owned subsidiary i.e. BNPL incorporated to acquire TSBL under the
NCLT process.

Brief Financials: None as TSBL has been acquired by the new promoters only in FY19.

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of

complexity. This classification is available at www.careratings.com. Investors/market intermediaries/regulators or
others are welcome to write to care@careratings.com for any clarifications.

Analyst Contact:
Name: Sharmila Jain

Tel: +91-022-67543638
Email: sharmila.jain@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:
CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the
leading credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI)
and also recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE
Ratings is proud of its rightful place in the Indian capital market built around investor confidence. CARE Ratings
provides the entire spectrum of credit rating that helps the corporates to raise capital for their various
requirements and assists the investors to form an informed investment decision based on the credit risk and their
own risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise
backed by the methodologies congruent with the international best practices.

Disclaimer
CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall
the concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on
information obtained from sources believed by it to be accurate and reliable. CARE does not, however, guarantee
the accuracy, adequacy or completeness of any information and is not responsible for any errors or omissions or
for the results obtained from the use of such information. Most entities whose bank facilities/instruments are
rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo
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.

3] CARE Ratings Limited
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Name of the Date of Coupon Maturity Size of the Issue | Rating assigned
Instrument Issuance Rate Date (Rs. crore) along with
Rating Outlook
Fund-based - LT-Term - - September 2030 19000.00 CARE AA; Stable
Loan
Fund-based/Non-fund- - - - 5000.00 CARE AA; Stable
based-LT/ST CARE A1+
Commercial Paper - - 7-364 days 2000.00 CARE Al+
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank Amount Rating Date(s) & Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assignedin | assignedin | assigned in
2018-2019 2017-2018 2016-2017 2015-2016
1. [Fund-based - LT- LT 19000.00 |[CARE AA; 1)CARE AA; - - -
Term Loan Stable Stable
(26-Dec-18)
2. [Fund-based/Non- [LT/ST| 5000.00 |CARE AA; [1)CARE AA; - - -
fund-based-LT/ST Stable / [Stable / CARE
CARE A1+ A1+
(26-Dec-18)
3. |Commercial Paper ST 2000.00 |[CARE A1+ - - - -

CARE Ratings Limited



Press Release

CONTACT
Head Office Mumbai
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Cell: + 91 98190 09839
E-mail: meenal.sikchi@careratings.com

Ms. Rashmi Narvankar
Cell: + 91 99675 70636
E-mail: rashmi.narvankar@careratings.com

Mr. Ankur Sachdeva
Cell: + 91 98196 98985
E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
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E-mail:saikat.roy@careratings.com
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(Formerly known as Credit Analysis & Research Ltd.)
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Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
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BENGALURU

Mr. V Pradeep Kumar
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Cell: +91 98407 54521
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Email: pradeep.kumar@careratings.com
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Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar
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Cell: +91 98407 54521
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Email: pradeep.kumar@careratings.com
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Mr. V Pradeep Kumar
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Email:pradeep.kumar@careratings.com

HYDERABAD
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Tel: +91-40-4010 2030
E-mail:ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni
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E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
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Cell: +91-98117 45677

Tel: +91-11-4533 3200
E-mail:swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee
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