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December 15, 2021

The Secretary, Listing Department The Manager, Listing Department

BSE Limited National Stock Exchange of India Limited
Phiroze Jeejeebhoy Towers, Exchange Plaza, 5th Floor, Plot No. C/1,
Dalal Street, G Block, Bandra-Kurla Complex, Bandra (E),
Mumbai - 400 001. Mumbai - 400 051.

Maharashtra, India. Maharashtra, India.

Scrip Code: 500470/890144* Symbol: TATASTEEL/TATASTLPP*

Dear Sirs/Madam,

Sub: Intimation of Revision in Ratings under the SEBI (Listing Obligations and
Disclosure Requirements), Reqgulations, 2015

This has reference to Regulation 30(6) of the SEBI (Listing Obligations and Disclosure
Requirements), Regulations, 2015 (the ‘Regulations’). In accordance with the said
Regulation(s), please find below the details of revision in ratings for the Company:

Name of the | Credit Rating | Type of_ Credit Existing Revised
Company Agency Rating
Tata Steel india Rati Long- term ‘AA’ ‘AA+
Limited ndia Ratings credit rating Outlook: Positive | Outlook: Stable

The report from the credit rating agency covering the rationale for revision in credit rating is
enclosed.

This is for your information and records.

Yours faithfully,
Tata Steel Limited

PM?MM@-:

Parvatheesar}; Kanchinadham
Company Secretary &
Chief Legal Officer (Corporate and Compliance)

Encl: As Above

*Securities in scrip code 890144 and symbol TATASTLPP stand suspended from trading effective February 17, 2021
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India Ratings Upgrades Tata Steel to ‘IND AA+’; Outlook Stable

15

DEC 2021

By Mahaveer Jain

India Ratings and Research (Ind-Ra) has upgraded Tata Steel Limited's (TSL) Long-Term Issuer Rating to ‘IND AA+’ from ‘IND AA’ The Outlook is Stable. The instrument-
wise rating actions are as follows:

Instrument Type Date of Coupon | Maturity Size of Rating/Outlook Rating Action
Issuance Rate Date Issue
(billion)
Bank facilities* - - - INR277.81 IND AA+/Stable/IND Long-term rating upgraded; short-term rating
Al+ affirmed
Non-convertible debentures - - - INR151.51 IND AA+/Stable Upgraded
(NCDs)*
Commercial paper(CP) - - Up to180 INR150 IND A1+ Affirmed
days
Proposed non-fund-based limit# - - - INRS IND AA+/Stable /IND Long-term rating upgraded; short-term rating
(increased Al+ affirmed
from
INR3.87)

*Details in Annexure
#Yet to be issued

ANALYTICAL APPROACH: Ind-Ra continues to take a consolidated view of TSL and its 161 subsidiaries to arrive at the ratings owing to the strong operational and strategic
linkages among them. Also, the ratings are supported by linkages with and the strong financial flexibility of its sponsor Tata Sons Private Ltd (IND AAA/Stable).

The upgrade reflects Ind-Ra’s expectation that, despite likely aggregate capex of about INR220 billion, TSL's consolidated adjusted net leverage (adjusted debt net of cash/EBITDAR)
would improve and hover between 1.0x-2.0x in FY22 and FY23 (FY21: 2.7x; FY20: 6.0x), as significant cash flow generation would lead to reduction in its consolidated gross debt.

KEY RATING DRIVERS

Debt Reduction: TSL reduced its consolidated gross debt by INR213 billion in FY21, and further by about INR110 billion in 1HFY22. TSL has notified Ind-Ra of a target net leverage
ratio of around 2.5x on a sustained basis at a consolidated level. The management has indicated that the 5 million tonnes (mt) brownfield expansion at Kalinganagar will be completed
by FYE24, and the balance INR170 billion of the initial outlay of INR240 billion will be spent over FY22-FY24. The agency has considered interest-bearing customer advances worth
INR63 billion (at FYE21) as debt. TSL remains open to any inorganic growth opportunity in the long-products segment. The agency has not assumed cash outflows resulting from any
acquisition for its analysis, given the absence of any clear plans for the same.

Strong Operating Cash flows: Ind-Ra expects TSL's operating cash flows to improve substantially over the near term (FYE21: INR375.2 billion; FYE20: INR127.5 billion, FYE19:
INR184.4 billion), led by robust demand and profitability, and the consequent deleveraging in FY22. Prices of coking coal, a key raw material, increased considerably in1HFY22 and
could adversely impact the spreads in 2HFY22 spreads if metal prices are not hiked to a commensurate extent. TSL benefits from a captive supply of iron ore, which typically accounts
for 20%-30% of the steel-making cost; this limits the impact of cost of inflation on the margins.

With the gradual recovery from the impact of pandemic-led issues in 1QFY22, and assuming there would not be any major business disruptions due to the omicron variant of COVID-
19, demand momentum from end-user industries, including infrastructure, real estate and automobiles, is likely to result in sustained high utilisation levels in 2HFY22. The agency
expects the strong cash flow generation to continue over the next six-to-12 months, on the back of structural tailwinds. Furthermore, the commissioning of TSL's cold rolled mill and
pellet plant in FYE22 will bolster the profitability in FY23.

Liquidity Indicator - Adequate: The agency expects TSL's liquidity to be supported by strong cash accruals and on-balance sheet liquidity of INR90 billion at end-September 2021,
Also, TSL had an unused working capital line of about INR65 billion and an unused capex limit of INR30 billion at end-September 2021. TSL's scheduled annual consolidated
repayments stand at a meagre INR6.6 billion for the rest of FY22, and about INR30 billion in FY23. TSL's overseas group entities and European operations (Tata Steel Europe Ltd
(TSE)) typically have high refinancing requirements; however, the repayment of TSE's term debt is due only in FY26. Furthermore, Ind-Ra expects the refinancing needs to reduce on
the back of likely further debt reduction. The agency expects capex outflows of INR110 billion each in FY22 and FY23 to be partly funded by debt.
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