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Vedanta Ltd — Demerger to Unlock Value

Vedanta’s demerger scheme crossed one major milestone after the approval by the company’s Equity
Shareholders, Secured Creditors, and Unsecured Creditors on 18" Feb’25. To assess the impact of the
demerger, we present our valuation scenarios pre- and post-demerger in this note. We continue to see
value unlocking post demerger (refer to exhibits 1 and 2), especially from the Aluminium business. Going
forward, the company will go for the 2" motion of NLCT approval along with other statutory approvals and
parallelly work towards mining leases and other assets transfers to the demerged entities. The entire
demerger process is expected to be completed in H2FY26.

Vedanta’s board of directors, on 29" Sept'23, approved the company’s demerger into a pure-play, asset-
owner business model that will ultimately result in six separate listed companies. These will be 1) Vedanta
Aluminium, 2) Vedanta Oil & Gas, 3) Vedanta Power, 4) Vedanta Steel and Ferrous Materials, 5) Vedanta
Base Metals, and 6) Vedanta Limited. The demerger is planned to be a simple vertical split, for every 1
share of Vedanta Ltd, the shareholders will additionally receive 1 share of each of the 5 newly listed
companies which will mirror Vedanta shareholding. The rationale for the said demerger announcement
was to: 1) Simplify corporate structure with sector-focused independent businesses, 2) Allow investors
greater choice to invest in Vedanta and India through pure-play verticals, 3) Align strategy of each vertical
with customers, investment cycles, and end markets, and 4) Drive value across the asset base.

After management’s discussions with stakeholders with respect to the Scheme, the demerger of the
Vedanta Base Metals was postponed to a stage when the Base Metals business evolves to realise the full
value potential of such demerger for shareholders. Post the NCLT Order dated 215 Nov’'24, the meeting of
the Equity Shareholders, Secured Creditors and Unsecured Creditors of the Company was scheduled on
18t Feb’25, and all these stakeholders approved the demerger resolution on 18" Feb’25.

On 4" Mar'25, the NCLT issued an order rejecting the demerger scheme for TSPL (Talwandi Sabo Power
Limited) after a challenge raised by the Chinese engineering and construction company SEPCO Electric
Power Construction Corporation (SEPCO). SEPCO claimed that TSPL owed it Rs 1,251 Cr as liability,
which was not disclosed in the demerger scheme. However, disclosure made to the stock exchanges
emphasized that the NCLT order pertains only to the TSPL application and the Power business
undertaking, and it does not impact or alter the progress of the demerger scheme of other business
verticals. Furthermore, TSPL will have legal options to appeal the relevant order.

As compared to the original scheme of demerger proposed in Sep’23, currently, Vedanta Base Metals will
not be demerged, as discussed above. The non-implementation of demerger of the Base Metals and
retaining the same in legacy residual Vedanta will not affect the overall value creation as envisioned
earlier. For our post-Demerger SoTP, we assume the resolution of the TSPL demerger.

In this note, we assess the potential value unlocking for Ved Ltd shareholders post-demerger, considering
the latest developments discussed above. We use our assumptions for debt split across demerged
entities. We apportion Ved Ltd standalone debt as follows (Debt and Cash as of 31t Dec’24): We assign
70% of the Ved Ltd standalone debt to the demerged Aluminium business, 10% to O&G, 3% to Steel and
Ferrous, 2% to Power and the remaining 15% to the residual Ved Ltd. For Cash & CE, we assign 20%
cash towards the demerged Aluminum business, 10% towards Oil & Gas, 3% towards Steel and Ferrous,
2% to Power, and the remaining 65% towards the residual Ved Ltd.

Deleveraging focus: Both VEDL and its parent Ved Rcs have primary focus on deleveraging the balance
sheet. Vedanta Resources (Parent) has de-leveraged by $4+ Bn in the last 2.5 years, and debt as of
Jan'25 stands at $4.9 Bn. It has plans to de-lever by $3 Bn in the next three years vs. the FY24 debt level
of $5.8 Bn, and it has already achieved $1 Bn of debt reduction. Group Net Debt/EBITDA is currently at
2.3x, and the near to medium term target is to reduce it to 1x. Ved Ltd ND/EBITDA is currently at 1.4x, and
the target is to reduce it to <1x in the medium term.

Focus on expansion projects: Aluminium, Zinc International, and Merchant power capacity expansion
will be the major growth drivers amongst other divisions. Aluminium smelting capacity is expected to
increase from 2.4 to 2.85 MTPA in FY26 through BALCO smelter expansion (0.6 to 1.035 MTPA) and
further to 3.1 MTPA through debottlenecking by FY27/28. The second 1.5 mtpa alumina plant is likely to
be commissioned by Mar'25, and ramp-up is expected by Q2FY26. Overall, Alumina capacity will reach 5
mtpa by the end of FY26.

The consensus dividend per share for FY25/26 is expected at Rs 43/32/share, implying an attractive
dividend yield of 10%/7% at the CMP. Valuation: On a 12MF consensus basis, Vedanta Ltd. is trading at
4.5x EV/IEBITDA.

Key Financials (Consolidated)

(Rs Cr) FY19 FY20 FY21 FY22 FY23 FY24
Net Sales 92,048 83,171 88,021 1,32,732 1,47,308 1,43,727
EBITDA 23,103 19,411 27,318 44,824 34,422 35,198
EBITDA % 25% 23% 31% 34% 23% 24%
Underlying Net Profit 6,900 3,262 9,630 17,355 10,791 1,436

EPS (Rs) Underlying 18.1 28.8 33 52.6 28.3 3.8
Source: Company

Metals and Mining

Not Rated

(CMP as of 7!" March 2025)

CMP (Rs) 445
High/Low (Rs) 527/250
Market cap (Cr) 1,74,149
Avg. daily vol. (6m) Shrs. 1,08,71,482
No. of shares (Cr) 391
Shareholding (%)
Jun-24  Sep-24  Dec-24
Promoter 59.32 56.38 56.38
Fll 10.23 11.45 12.02
Mutual Funds / UTI 5.34 7.62 7.16
Financial Institutions ~ 0.00 0.00 0.01
Others 25.11 24.55 24.43
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Demerger to Unlock Value

Exhibit 1: SoTP Pre demerger

Pre-Demerger
HZL
BALCO
Vedanta Aluminium
Power
0&G
Steel
Iron ore
Copper
Zn International

EBITDA VED Excl HZL & BALCO

Total VEDL
CMP
% Potential Upside

Source: Bloomberg Consensus EBITDA, Axis Securities

Exhibit 2: SoTP Post demerger

Post Demerger
HZL [63.4%)

Other Assets [VZI, Fujairah Gold, Tuticorin, Silvassa,

FACOR, Nicomet, Display & Electronics]

Vedanta Ltd Total

Power [TSPL+JSG IPP+Athena & Meenakshi]

Aluminium [BALCO+VAL]
0&G [Cairn]

Steel & Ferrous [WCL+ESL+Sesa Iron ore and Coke]

Total EBITDA
CMP
% Potential Upside

Source: Bloomberg Consensus EBITDA, Axis Securities

Exhibit 3: Net Debt Profile Pre and Post Demerger as on 315 Dec’24

Pre-Demerger

Vedanta Limited Standalone
Cairn India Holdings Limited
Hindustan Zinc Limited

Zinc International

THLZV

BALCO

Talwandi Sabo

ESL

Bloom Fountain Limited
Meenakshi Energy

Others

Vedanta Limited Consolidated

Source: Company, Axis Securities

Debt

42,153
2,008
12,270
1,712
7,664
2,904
5,602
1,558
1,678
842
106
78,496

FY27 EBITDA  Multiple (x)

20,451
7,715
16,476
1,396
4,983
525
1,899
-49
2,153
27,383
55,549

FY27 EBITDA
20,451
2,104
22,555
1,396
24,190
4,983
2,423
55,549

Cash &
Cash Eq

8,349
2,174
8,153
123
63
1,495
46
279
20
20
417
21,138

9.0x
6.5x

6.0x

Multiple (x)
9.0x
6.0x

8.0x
6.4x
6.0x
5.5x

EV Rs Cr
1,84,057
50,145

1,64,301
3,98,502

EV Rs Cr
1,84,057
12,627
1,96,684
11,172
1,54,819
29,899
13,329
4,05,903

Net Debt

33,805
-167
4,117
1,589
7,600
1,409
5,556
1,279
1,658
822
-310
57,358

Net Debt Rs Cr
4,117
1,409

51,832
57,358

Net Debt Rs Cr

VED Stake %
63.4%
51.0%

100%

VEDL Stake %

4,117 63.4%
9,775
13,892
7,054
29,246
3,214
3,951
57,358
Post Demerger Debt
Aluminium 32,411
0&G 6,223
Steel & Ferrous 4,501
Power 7,287
Vedanta Ltd 28,075
HZL [63.4%)] 12,270
Other Assets 15,805

Hold Co Dis %
20%
20%

Hold Co Dis %
25.0%

Cash &
Cash Eq

3,165
3,009
549
233
14,183
8,153
6,030

Equity Rs/sh
233
51

288
572
445
29%

Equity Rs/sh
219
7
226
11
321
68
24
650
445
46%

Net Debt

29,246
3,214
3,951
7,054

13,892
4,117
9,775




Exhibit 4: Peer Comparison

Company i EV %) EV EBITDA (x) ROE (%)
s Cr/U$Mn 2024 2025 2026 2027 2024 2025 2026 2027 2024 2025 2026 2027

Vedanta Ltd 2,31,194 29.56 12.21 9.28 8.18 6.99 5.38 451 4.17 14.48 40.85 46.24 44.62
Aluminium

Hindalco Industries Ltd 691 1,54,615 1,98,344 15.40 10.23 10.35 10.16 8.28 6.31 6.19 5.97 10.48 13.48 11.74 10.82
National Aluminium Co Ltd 195 35,846 31,826 24.34 8.27 10.19 6.86 12.50 4.89 591 4.04 10.90 26.23 19.50 23.83
Norsk Hydro ASA 70 12,975 14,467 15.61 9.07 8.77 8.32 5.98 4.33 4.18 3.85 15.61 9.07 8.77 8.32
Alcoa Corp 33 8,635 10,092 34.21 7.42 9.74 8.42 6.35 4.03 4.85 4.45 34.21 7.42 9.74 8.42
Mean 22.39 8.75 9.76 8.44 8.28 4.89 5.28 4.58 17.80 14.05 12.44 12.85
Steel

JSW Steel Ltd 1,011 2,46,715 3,33,166 23.82 48.47 19.08 15.17 11.33 13.87 9.57 8.33 14.74 6.40 14.50 15.99
Tata Steel Ltd 152 1,89,200 2,78,761 36.70 44.04 14.40 11.56 12.33 10.99 7.72 7.26 4.30 4.95 12.99 14.76
Jindal Steel And Power Ltd 909 91,966 1,05,406 17.06 20.74 13.41 9.83 10.18 10.53 7.72 6.21 12.96 9.54 13.06 15.31
Steel Authority of India Ltd 111 45,812 85,410 23.29 22.11 12.36 9.62 9.29 8.22 7.17 6.36 4.31 4.34 6.43 7.67
Mean 25.22 33.84 14.81 11.55 10.78 10.90 8.04 7.04 9.08 6.31 11.74 13.43
Iron ore

NMDC Ltd 67 59,019 48,627 9.61 8.51 8.34 7.93 6.38 5.67 5.39 5.03 24.96 25.00 22.35 20.36
Godawari Power and Ispat Ltd 179 11,977 11,272 12.70 10.10 6.65 5.88 8.16 7.34 4.83 4.20 16.60 18.50 22.90 21.60
Mean 11.15 9.31 7.49 6.90 7.27 6.51 511 4.62 20.78 21.75 22.63 20.98
Zinc

Hindustan Zinc Ltd 429 1,81,414 1,87,507 22.58 17.28 15.51 15.04 13.39 10.74 9.74 9.51 60.45 69.97 67.13 62.57
Nexa Resources SA 6 739 2,204 NA 6.32 3.20 6.44 3.15 3.54 3.06 3.30 (1.87) 10.46 11.81 15.13
Boliden AB 382 10,283 11,215 10.43 11.93 7.93 7.84 5.56 5.66 3.96 3.89 16.72 13.56 18.34 16.50
Glencore PLC 319 49,958 80,667 13.70 11.75 9.49 8.53 5.62 5.43 5.56 4.50 8.87 4.50 6.50 13.84
Mean 15.57 11.82 9.03 9.46 6.93 6.34 5.58 5.30 21.04 24.62 25.95 27.01
Oil & Gas

Oil and Natural Gas Corporation Ltd 233 2,92,982 4,49,070 5.92 6.58 5.66 5133 4.33 4.63 4.04 3.83 16.70 12.74 13.73 13.34
Exxon Mobil Corp 109 4,73,053 4,98,756 13.99 14.94 12.09 10.19 5.84 6.81 5.95 5.33 13.89 8.81 15.31 16.56
Shell PLC 2,555 1,98,706 2,38,535 8.80 7.92 8.33 7.36 3.62 4.09 3.86 3.96 12.76 12.05 13.21 12.49
Chevron Corp 156 2,75,252 2,93,847 15.56 15.08 12.24 9.72 6.27 6.35 5.31 4.70 11.27 11.43 19.97 22.76
Mean 11.07 11.13 9.58 8.15 5.01 5.47 4.79 4.45 13.65 11.26 HISI55 16.29
Power

NTPC Ltd 329 3,19,554 5,44,254 16.70 14.87 13.59 12.63 10.78 10.01 8.97 8.24 12.47 12.67 12.85 12.70
Adani Power Ltd 506 1,95,219 2,28,191 NA 15.59 13.88 13.26 NA 11.11 10.48 10.08 NA 26.95 23.80 20.10
Tata Power Company Ltd 351 1,12,300 1,71,373 31.25 26.52 22.87 20.33 15.95 13.25 11.52 10.13 12.02 12.46 12.99 12.75
JSW Energy Ltd 492 85,810 1,10,071 46.28 41.58 29.78 24.38 19.88 17.98 12.74 10.18 9.14 8.32 10.08 10.82
NHPC Ltd 77 77,377 1,12,230 22.75 21.80 15.63 11.71 21.71 17.85 12.69 9.05 8.83 7.57 9.84 11.53
Torrent Power Ltd 1,334 67,120 73,470 32.12 26.48 25.54 23.10 15.39 13.55 12.13 10.04 16.86 17.76 15.73 15.87
SJVN Ltd 88 34,488 53,529 25.87 33.76 22.13 16.06 22.84 23.77 14.31 9.29 9.76 7.00 10.13 12.73
NLC India Ltd 225 31,205 55,113 15.51 15.35 12.46 11.05 14.39 12.66 9.90 8.27 5.40 11.60 12.95 13.10
CESC Ltd 141 18,683 30,903 12.92 13.23 11.85 10.70 9.82 8.17 7.68 7.00 12.42 11.86 12.29 12.52
Mean 25.43 23.24 18.64 15.91 16.35 14.26 11.16 9.14 10.86 12.91 13.41 13.57

Source: LSEG Workspace, Non-Indian listed companies on CY basis



Exhibit 5: Group structure: Pre-demerger

Group structure

As of 31-Mar-24
Listed entities Vedanta

Resources Ltd

Divisions of Vedanta Limited
# Sesa Iron Ore

# Sterlite Copper
® Power (600 MW Jharsuguda)

® Aluminium
(Odisha aluminium and power assets)

® Caim Oil & Gas™
® Athena

61.95%

Subsidiaries of Vedanta Ltd

64.9% 51% 100% 100% 95.5% 100% 100% 100% 100%

Zinc
International
Bharat (Skorpion - Talwandi
Aluminium 100% Sabo Power

Vedanta Vedanta Semi-
Display conductor Pvt
Limited Limited

ESL Steel Ferro Alloy

Limited

Corporation

(BALCO) (1,980 MW) Ltd. (FACOR)

Source: Company PPT

Exhibit 6: Group structure: Post-demerger
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Profit & Loss (Rs Mn)

Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24
Net Sales 9,18,660 9,20,480 8,31,710 8,80,210 13,27,320 14,73,080 14,37,270
Total Expenses 6,67,020 6,89,450 6,37,600 6,07,030 8,79,080 11,28,860 10,85,290
EBITDA 2,51,640 2,31,030 1,94,110 2,73,180 4,48,240 3,44,220 3,51,980
As % of Net Sales 27.4 25.1 23.3 31.0 33.8 234 245
DDA 62,830 81,920 90,930 76,380 88,950 1,05,550 1,07,230
EBIT 1,88,810 1,49,110 1,03,180 1,96,800 3,59,290 2,38,670 2,44,750
Finance cost 57,830 56,890 49,770 52,100 47,970 62,250 94,650
Other income 35,740 40,180 25,100 34,210 26,000 28,510 25,500
PBT 1,66,720 1,32,400 78,510 1,78,910 3,37,320 2,04,930 1,75,600
Tax 57,430 38,620 -31,000 21,800 92,550 57,700 1,28,260
Rate (%) 34.4 29.2 -39.5 12.2 27.4 28.2 73.0
PAT 1,09,290 93,780 1,09,510 1,57,110 2,44,770 1,47,230 47,340
Exceptional expense/(Income) -8,230 -3,200 1,56,940 -950.0 7,680.0 2,170.0 -28,030.0
PAT (after EO) 1,17,520 96,980 -47,430 1,58,060 2,37,090 1,45,060 75,370
Minority interests 33,500 26,330 19,200 34,300 49,080 39,290 33,000
Share in Associate 0 0 -10 -10 10 -30 20
Attrib. PAT (after Ml & asso) 75,790 68,998 32,617 96,304 1,73,551 1,07,910 14,360
Change (YoY %) 347 -9.0 -52.7 195.3 80.2 -37.8 -86.7

Source: Company

Balance Sheet (Rs Mn)
Y/E March FY18 FY19 FY20 FY21 FY22 FY23 FY24
Share Capital 3,720 3,720 3,720 3,720 3,720 3,720 3,720
Reserves 6,31,360 6,19,250 5,42,630 6,19,060 6,50,110 3,90,510 3,03,500
Net Worth 6,35,080 6,22,970 5,46,350 6,22,780 6,53,830 3,94,230 3,07,220
Minority Interest 1,59,570 1,52,270 1,71,120 1,51,380 1,73,210 1,00,040 1,13,470
Total Loans 7,25,200 8,35,360 7,57,220 6,85,680 5,34,330 6,66,280 7,27,710
Deferred Tax Liability -8,560 10,090 -40,040 -36,450 -6,500 -25,730 74,630
Capital Employed 15,11,290 16,20,690 14,34,650 14,23,390  13,54,870 11,34,820 12,23,030
Gross Block 18,09,670 21,76,030 21,82,280 22,81,180  23,92,240 27,44,000 28,88,440
Less: Accumulated Depreciation 8,47,730 11,84,830 12,75,760  13,52,140 14,41,090 17,66,000 18,73,230
Net Fixed Assets 9,61,940 9,91,200 9,06,520 9,29,040 9,561,150 9,78,390 10,15,210
Capital WIP 1,61,400 2,22,360 1,68,370 1,38,800 1,42,300 1,74,340 2,03,310
Investments in Subsidiaries 1,640 48,910 950 1,560 1,510 5,140 9,870
WC. Assets 6,73,660 7,23,210 6,91,490 7,28,970 8,40,190 7,20,740 6,52,790
Inventory 1,19,670 1,31,980 1,13,350 99,230 1,43,130 1,50,120 1,30,010
Account Receivables 53,160 76,700 58,080 66,490 81,650 65,460 60,160
Cash and Bank Balance 3,37,520 3,65,430 3,71,600 3,31,330 3,27,320 2,18,900 1,52,090
Loans and advances 1,63,310 1,49,100 1,48,460 2,31,920 2,88,090 2,86,260 3,10,530
WC. Liability & Prov. 2,87,350 3,64,990 3,32,680 3,74,980 5,80,280 7,43,790 6,58,150
Trade payables 84,260 92,360 80,270 78,920 2,15,310 2,47,440 2,50,300
Provisions & Others 2,03,090 2,72,630 2,52,410 2,96,060 3,64,970 4,96,350 4,07,850
Net WC. Assets 3,86,310 3,58,220 3,568,810 3,563,990 2,59,910 -23,050 -5,360
Miscellaneous Expense
Appl. of Funds 15,11,290 16,20,690 14,34,650 14,23,390  13,54,870 11,34,820 12,23,030

Source: Company
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opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial
positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently
evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. Axis Securities
accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance.
Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the securities markets. Actual results may differ materially from
those set forth in projections. Forward-looking statements are not predictions and may be subject to change without notice. Axis Securities or its associates might have
managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for any other assignment in the past
twelve months. Axis Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months
from the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage
services or other advisory service in a merger or specific transaction. Axis Securities or its associates might have received any compensation for products or services other
than investment banking or merchant banking or brokerage services from the companies mentioned in the report in the past twelve months. Axis Securities encourages
independence in research report preparation and strives to minimize conflict in preparation of research report. Axis Securities or its associates or its analysts did not receive
any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report. Accordingly, neither Axis
Securities nor Research Analysts and / or their relatives have any material conflict of interest at the time of publication of this report. Please note that Axis Securities has a
proprietary trading desk. This desk maintains an arm’s length distance with the Research team and all its activities are segregated from Research activities. The proprietary
desk operates independently, potentially leading to investment decisions that may deviate from research views.
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Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Research Analyst may have served as an officer, director or employee of subject company(ies). Axis Securities or Research Analysts or their relatives do not own 1% or more
of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the research report. Since associates of Axis
Securities and Axis Securities as an entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial ownership of one percent
or more or other material conflict of interest in various companies including the subject company/companies mentioned in this report. Axis Securities may have issued other
reports that are inconsistent with and reach different conclusion from the information presented in this report. Certain transactions -including those involving futures, options
and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors. Reports based on technical analysis centres on
studying charts of a stock'sprice movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a
company's fundamentals.

We and our affiliates/associates, officers, directors, and employees, Research Analyst(including relatives) worldwide may: (a) from time to time, have long or short positions in,
and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the subject company/company (ies) discussed herein or act as advisor or lender / borrower to such
company (ies) or have other potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of publication of
Research Report or at the time of public appearance. Axis Securities may have proprietary long/short position in the above-mentioned scrip(s) and therefore may be
considered as interested. This should not be construed as invitation or solicitation to do business with Axis Securities. Axis Securities is also a Portfolio Manager. Portfolio
Management Team (PMS) takes its investment decisions independent of the PCG research and accordingly PMS may have positions contrary to the PCG research
recommendation.

RATING SCALE: Definitions of ratings

Ratings Expected absolute returns over 12 — 18 months

BUY More than 10%

HOLD Between 10% and -10%

SELL Less than -10%

NOT RATED We have forward looking estimates for the stock, but we refrain from assigning valuation and recommendation.
UNDER REVIEW We will revisit our recommendation, valuation and estimates on the stock following recent events

NO STANCE We do not have any forward-looking estimates, valuation or recommendation for the stock

Note: Returns stated in the rating scale are our internal benchmark.
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