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Instruments and ratings

Rs 200 Million
Total Bank Loan Facilities Rated

CRISIL AA- (CE) /Positive (Outlook revised from 'Stable’;

Long Term Rating Rating reaffirmed)

(Refer to annexure for Details of Instruments & Bank Facilities)

Analytical contacts

Manish Gupta Ankit Hakhu

Senior Director - CRISIL Ratings Limited Director-CRISIL Ratings Limited
Phone:+91 124 672 2000 Phone:+91 124 672 2000
manish.qupta@crisil.com ankit.hakhu@crisil.com

Customer service helpdesk
Timings: 10:00 am to 7:00 pm
Toll-free number: 1800 267 1301

To receive a copy of rationale and/or rating report, write to
crisilratingdesk@crisil.com

For analytical queries, write to
ratingsinvestordesk@crisil.com

CRISIL Ratings’ Complexity Levels are assigned to various types of financial instruments. The CRISIL Ratings’ Complexity
Levels are available on www.crisil.com/complexity-levels. Investors are advised to refer to the CRISIL Ratings’ Complexity
Levels for instruments that they propose to invest in. Investors can also call the Customer Service Helpdesk with queries
on specific instrument
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Rating history

October 29,2021 CRISIL AA- (CE) Positive
October 29, 2020 CRISIL AA-(CE) - - Stable
April 03, 2020 CRISIL AA(CE) - - Negative
September 07, 2019 CRISIL AA(CE) - - Stable
February 22, 2019 CRISIL AA(SO) - - Stable

Analytical approach and adjustments

Portfolio performance/networth/ .
. Analytical treatment
gearing/parent or group support

CRISIL has applied its criteria on rating instruments backed by
guarantees. The (CE) suffix reflects the payment structure that
is designed to ensure full and time-bound payment to lenders.

Criteria on rating instruments
backed by guarantees

Rationale

CRISIL Ratings has reaffirmed its ‘CRISIL AA- (CE)‘ rating on the long-term bank facilities of Vizag
General Cargo Berth Pvt Ltd (VGCB) and revised its outlook to ‘Positive’ from ‘Stable”. The rating
is based on the strength of the corporate guarantee received from the parent, Vedanta Ltd (Vedanta,
'CRISIL AA-/Positive/CRISIL A1+").

The rating action reflects a corresponding rating action on the bank facilities and debt programmes
of the parent, Vedanta, to ‘CRISIL AA-/Positive/CRISIL A1+’ from ‘CRISIL AA-/Stable/A1+’.

The rating on VGCB continues to reflect the unconditional and irrevocable guarantee extended by
Vedanta to its bank facilities. The rating also factors in a payment mechanism to ensure timely
servicing of the rated bank facilities. The rating, thus, reflects the credit strength of the guarantor,
Vedanta.

Rating drivers

Supporting factors Constraining factors

e Unconditional and irrevocable e Weak standalone financial risk profile and
corporate guarantee and payment operating performance
mechanism

e Sensitive to guarantor's rating and non-adherence
to payment mechanism
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Outlook: Positive

The outlook is based on CRISIL's rating outlook on Vedanta's debt instruments and bank facilities.
Any change in the ratings or rating outlook of Vedanta will lead to a corresponding change in the
ratings or rating outlook of VGCB

Rating sensitivity factors:
Upward factors

e Change in the credit risk profile of the guarantor resulting in an upgrade by one notch in its
rating

Downward factors

e Weakening in credit risk profile of guarantor, resulting in a downgrade by one notch in its rating

e Change in Vedanta’s ownership and support philosophy towards VGCB

Company overview

VGCB, a 100% subsidiary of Vedanta, was incorporated in April 2010. The Visakhapatnam Port
Trust awarded VGCB a 30-year concession (including two years for construction) for mechanising
and modernising the coal berth at the outer harbour of the Visakhapatnam port, on a build-design-
finance-operate-and-transfer basis. The project's capacity is 10.18 Million tonne per annum, and
the cost was estimated at Rs 6,220 Million. Key customers include Steel Authority of India Ltd,
Jindal Steel, Adani, and Vedanta (aluminium business).

About the guarantor, Vedanta

The Vedanta group is majority-owned by Vedanta Resources Ltd (Vedanta Resources). Vedanta
Resources has business interests in aluminium, iron ore, zinc, lead, oil and gas, power, steel and
copper in Australia, India, Ireland, Zambia, Namibia, and South Africa.
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Chart 1: The Vedanta group structure
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Vedanta Resources currently holds 69.7% stake in Vedanta. The group's copper, iron ore, oil and
gas, and its aluminium assets in Jharsuguda and Lanjigarh (Odisha) along with power assets are
held in Vedanta. The group also has aluminium operations through Bharat Aluminium Co Ltd. A part
of the power business (1,980 megawatt) is conducted through the wholly-owned subsidiary
Talwandi Sabo Pvt Ltd.

The oil and gas business was merged with Vedanta and the group operates its zinc business
through HZL and Zinc International in South Africa and Namibia. The copper business comprises
mining and smelting operations in India, Australia and Zambia. Vedanta has, through its wholly-
owned subsidiary — Cairn India Holdings Ltd, acquired slightly over 51% equity stake in glass
substrate manufacturer AvanStrate Inc in December 2017. Subsequently, in April 2018, the
company emerged as the successful bidder for the acquisition of Electrosteel Steels Ltd (ESL),
which was seeking insolvency under National Company Law Tribunal (NCLT). On June 04, 2018,
the company had acquired management control of ESL through acquisition of a total of 90% its
paid-up share capital through its wholly owned subsidiary, Vedanta Star Ltd (VSL). Effective March
25, 2020, as per NCLT-approved scheme of amalgamation, VSL merged with ESL. Post this
merger, Vedanta now directly holds 95.5% shares of ESL.
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Key credit factors

Credit enhancement structures for guaranteed instruments

Credit enhancement structure and payment mechanism for Rs 200 Million bank
guarantee

Vedanta has provided an unconditional and irrevocable guarantee to VGCB's Rs 200 Million bank
guarantee facility. The guarantee covers the entire principal and interest obligation on the facilities.
Vedanta has guaranteed that it will make the necessary payments not later than 15 business days
from the due date, as specified in the agreement, irrespective of the bank/s invoking the guarantee
or not.

Sensitive to guarantor's rating and non-adherence to payment mechanism

The rating reflects the credit strength of the guarantor. Hence, any adverse movement in the rating
on the guarantor may result in the rating action on these facilities. Also, non-adherence to payment
mechanism will be a credit weakness.

Business risk profile

Low capacity utilisation resulting in weak operating performance

Operating performance has remained weak, reflected in minimal or negative cash accrual over the
past four fiscals. Volume handled has been constrained (capacity utilisation of around 50-60%) by
bottlenecks around evacuation of cargo, mainly due to paucity of railway rakes in the region VGCB
operates, and competition from other minor ports operating in the area. VGCB had witnessed
increase of around 20% in cargo volume in fiscal 2020, as compared to the previous fiscal, driven
by higher availability of imported coal and railway rakes in the region during the fiscal. However, on
account of lower economic activity due to Covid-19 induced disruptions, capacity utilisation was
again impacted during the last fiscal, resulting in reduced earnings.

Cargo Volume Handled
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Financial risk profile

Weak standalone financial risk profile

The operating and financial performance remains weak, as reflected in minimal or negative cash
accrual and suboptimal return on capital employed (RoCE) over the past five fiscals. ROCE was
negative in fiscals 2017 and 2018 and was less than 5% in fiscals 2019, 2020 and 2021. The
standalone financial risk profile of VGCB has been weak, driven by limited scale of operations with
reported earnings before interest, taxes, depreciation, and amortization (EBITDA) of only about Rs
390 Million and net cash accruals of about Rs 170 Million in fiscal 2021. This results in reliance on
parent support for meeting debt obligations. As on March 31, 2020, VGCB had outstanding term
debt of Rs 4.25 billion in the form of non-convertible debentures. The same was repaid on
September 30, 2020 through parent support. Financial risk profile will continue to derive support
from being a subsidiary of Vedanta.

Liquidity: Strong

VGCB is dependent on Vedanta, which has strong liquidity, to cover any shortfall in meeting debt
obligation. The rated instruments have strong liquidity, as the guarantee structure (unconditional
and irrevocable guarantee by Vedanta), ensures timely repayment of debt.

Adequacy of credit enhancement structure

The guarantee provided by Vedanta is unconditional and irrevocable, and covers the entire rated
amount. Trustee/lender monitored payment mechanism is in place to ensure timely payment of the
interest and principal obligations on the rated facilities. The payment mechanism provides adequate
timeline for the guarantor to make full and timely payments in case of a default by the borrower.

To assess Vedanta, CRISIL Ratings has combined the business and financial risk profiles of
Vedanta and its subsidiaries, including VGCB. The instruments will have a high degree of safety
regarding timely servicing of financial obligations.

Unsupported ratings: ‘CRISIL A’

CRISIL Ratings has introduced the 'CE' suffix for instruments having an explicit credit enhancement
feature in compliance with the Securities and Exchange Board of India’s circular dated June 13,
2019.

Key drivers for unsupported ratings

For arriving at the unsupported ratings, CRISIL Ratings has considered the standalone business
and financial risk profiles of VGCB. CRISIL has also factored in the support that VGCB is likely to
receive from its parent, Vedanta. This is because VGCB and Vedanta have high business and
operational linkages.

List of covenants
The material covenants of the instruments are as follows:
e Minimum security cover of 1.0 time at any point of time
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Financial summary

(Standalone; CRISIL Ratings -adjusted numbers)

As on/ For the year ended March 31

2021 2020 2019
Actual Actual Actual
Net sales Rs Million 1083 1466 1410
Operating income Rs Million 1106 1730 1491
OPBDIT Rs Million 390 706 405
PAT Rs Million -86 318* -332
Net cash accrual Rs Million 168 569 -82
Equity share capital Rs Million 471 321 321
Adjusted networth Rs Million 116 200 -115
Adjusted debt** Rs Million 4250 4252 4252
OPBDIT margin % 35.3 40.8 27.2
Net profit margin % -7.8 18.4 -22.2
RoCE % 3.1 9.4 2.6
PBDIT / Int. & Finance charges Times 1.05 1.03 0.92
Net cash accrual / adjusted debt Times 0.04 0.13 -0.02
Adjusted debt / adjusted networth Times 36.70 21.22 -37.07
Adjusted debt / PBDIT Times 10.55 9.75 10.86
Current ratio Times 0.06 0.16 0.83
TOL/ ANW Times 44.61 30.37 -55.06
Operating income/gross block Times 0.16 0.25 0.22
Gross current assets Days 30 58 62
Debtor Days 14 47 39
Inventory Days 18 8 7
Creditor Days 4502 6715 3801

Above reflects analytical adjustments made by CRISIL Ratings.
*Includes non-cash deferred tax of Rs 557 Million. Excluding the deferred tax, PAT was negative Rs 239 Million.

** Company had outstanding debt in the form of non-convertible debentures (NCDs) in fiscal 2020, the same was replaced by
inter-company loan from the parent, Vedanta, in fiscal 2021

Annexure 1: Details of facility

1. Bank guarantee

# Bank Facility Amount (Rs Million) Outstanding Rating
a YES Bank Ltd 200.0 CRISIL AA-(CE)/Positive
Total 200.0 -

* Guaranteed by Vedanta Ltd
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Criteria details

Links to related criteria

CRISILs Approach to Financial Ratios

Rating criteria for manufaturing and service sector companies

CRISILs Bank Loan Ratings - process, scale and default recognition

Criteria for Notching up Stand Alone Ratings of Companies based on Parent Support
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites, portals
etc.

About CRISIL Ratings Limited (A Subsidiary of CRISIL Limited)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as, bank loans,
certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).

CRISIL Ratings Limited ("CRISIL Ratings") is a wholly-owned subsidiary of CRISIL Limited ("CRISIL"). CRISIL Ratings Limited
is registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit

About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading
ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations.

CRISIL is majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics
and data to the capital and commodity markets worldwide

For more information, visit

Connect with us:

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL.For further information on CRISIL’s privacy policy please visit
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DISCLAIMER

This disclaimer forms part of and applies to each credit rating report and/or credit rating rationale (each a "Report") that is provided by CRISIL Ratings

Limited (hereinafter referred to as "CRISIL Ratings") . For the avoidance of doubt, the term "Report" includes the information, ratings and other content forming part
of the Report. The Report is intended for the jurisdiction of India only. This Report does not constitute an offer of services. Without limiting the generality of the
foregoing, nothing in the Report is to be construed as CRISIL Ratings providing or intending to provide any services in jurisdictions where CRISIL Ratings does not
have the necessary licenses and/or registration to carry out its business activities referred to above. Access or use of this Report does not create a client relationship
between CRISIL Ratings and the user.

We are not aware that any user intends to rely on the Report or of the manner in which a user intends to use the Report. In preparing our Report we have not taken
into consideration the objectives or particular needs of any particular user. It is made abundantly clear that the Report is not intended to and does not constitute an
investment advice. The Report is not an offer to sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of
any kind or otherwise enter into any deal or transaction with the entity to which the Report pertains. The Report should not be the sole or primary basis for any
investment decision within the meaning of any law or regulation (including the laws and regulations applicable in the US).

Ratings from CRISIL Ratings are statements of opinion as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell
any securities / instruments or to make any investment decisions. Any opinions expressed here are in good faith, are subject to change without notice, and are only
current as of the stated date of their issue. CRISIL Ratings assumes no obligation to update its opinions following publication in any form or format although CRISIL
Ratings may disseminate its opinions and analysis. Rating by CRISIL Ratings contained in the Report is not a substitute for the skill, judgment and experience of the
user, its management, employees, advisors and/or clients when making investment or other business decisions. The recipients of the Report should rely on their
own judgment and take their own professional advice before acting on the Report in any way. CRISIL Ratings or its associates may have other commercial
transactions with the company/entity.

Neither CRISIL Ratings nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, "CRISIL Ratings
Parties") guarantee the accuracy, completeness or adequacy of the Report, and no CRISIL Ratings Party shall have any liability for any errors, omissions, or
interruptions therein, regardless of the cause, or for the results obtained from the use of any part of the Report. EACH CRISIL RATINGS' PARTY DISCLAIMS ANY
AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS
FOR A PARTICULAR PURPOSE OR USE. In no event shall any CRISIL Ratings Party be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs) in connection with any use of any part of the Report even if advised of the possibility of such damages.

CRISIL Ratings may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments, facilities,
securities or from obligors. CRISIL Rating's public ratings and analysis as are required to be disclosed under the regulations of the Securities and Exchange Board of
India (and other applicable regulations, if any) are made available on its web sites, www.crisil.com (free of charge). Reports with more detail and additional
information may be available for subscription at a fee - more details about ratings by CRISIL Ratings are available here: www.crisilratings.com.

CRISIL Ratings and its affiliates do not act as a fiduciary. While CRISIL Ratings has obtained information from sources it believes to be reliable, CRISIL Ratings
does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives and / or relies in its Reports. CRISIL
Ratings has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each analytical process.
CRISIL Ratings has in place a ratings code of conduct and policies for analytical firewalls and for managing conflict of interest. For details please refer to:
http://www.crisil.com/ratings/highlightedpolicy.html

Rating criteria by CRISIL Ratings are generally available without charge to the public on the CRISIL Ratings public web site, www.crisil.com. For latest rating
information on any instrument of any company rated by CRISIL Ratings you may contact CRISIL RATING DESK at CRISILratingdesk@crisil.com, or at (0091) 1800
267 1301.

This Report should not be reproduced or redistributed to any other person or in any form without a prior written consent of CRISIL Ratings.

All rights reserved @ CRISIL Ratings Limited. CRISIL Ratings Limited is a wholly owned subsidiary of CRISIL Limited.

CRISIL Ratings uses the prefix ‘PP-MLD’ for the ratings of principal-protected market-linked debentures (PPMLD) with effect from November 1, 2011 to comply with
the SEBI circular, "Guidelines for Issue and Listing of Structured Products/Market Linked Debentures”. The revision in rating symbols for PPMLDs should not be
construed as a change in the rating of the subject instrument. For details on CRISIL Ratiings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt
Instruments and Structured Finance Instruments at the following link: www.crisil.com/ratings/credit-rating-scale.html
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