
Event

Vedanta Resources (VRL) launched a consent solicitation for an extensive liability management exercise last week. VRL has four USD
notes outstanding, the VEDLN 13.875 2024s (January 2024 notes), 6.125 2024s (August 2024 notes), 8.95 2025 notes and 9.25 2026
notes. VRL is seeking consent from all noteholders of the four bonds to extend the maturities of three of the bonds (the January 2024,
August 2024 and 2025 notes) to 2027-2028 (see details below). There will be no haircut on the principal. The coupon for the August 2024
notes and 2025 notes will be increased to match that of the January 2024 notes (13.875%).

Despite their new maturity of 2027-2028, the three amended bonds will maintain their tenor seniority over the 2026 notes through a
springing maturity mechanism. If the 2026 notes are not refinanced by December 2025, the amended bonds will have to be redeemed on
20 April 2026. The refinancing of the 2026 notes cannot have any guarantee from VRL's subsidiaries until a security over brand fees (see
below) is created for the amended January 2024 and 2025 notes. There cannot be any cash repayment for the 2026 notes until 100% of
the amended notes are redeemed.

The brand fee is calculated based on 3% of Vedanta Ltd's (VEDL) revenues, 1.7% of Hindustan Zinc's revenues, and between 0.75% and
3% of the forecast revenues for the rest of VEDL's subsidiaries for that particular fiscal year. The net brand fee is calculated after
deducting 15% of withholding tax from the gross brand fee payable.

Source: Company

The funding for the upfront redemption will come from USD 1.25 bn of new secured financing facilities (new financing). The facilities will be
secured against brand fees (royalties), a guarantee from Vedanta Holding Mauritius II (VHML II), as well as a capped guarantee of USD
250 mn from TSHL Box. VHML II owns 13.26% of VEDL. Twin Star Holdings Limited (TSHL) and Welter Ltd together make up TSHL Box,
which owns a 43.13% stake in VEDL.

The January 2024 notes and 2025 notes (both guaranteed by TSHL Box) will receive security over the brand fees when the new financing
(which is secured against brand fees) is repaid. The January 2024 notes will have 100% priority through a waterfall over the other
amended bonds.

The amended August 2024 notes will receive a significant 775 bps pickup in the coupon rate to 13.875%, in line with the coupon for the
January 2024 notes. The notes will also receive an 82.1% guarantee from TSHL Box, including a negative pledge over any security,
assets or VEDL shares owned by it. This guarantee coverage will increase up to 100% on a priority basis when the TSHL Box debt is
repaid. The repayment profile of the amended August 2024 notes will be spread over two years to avoid high repayment obligations in a
single year, reducing refinancing risk. The repayment schedule will match that of the amended 2025 notes.

The amended 2025 notes will receive a substantial 492.5 bps pickup in the coupon rate to 13.875%, in line with the coupon for the
January 2024 notes. The repayment profile of the amended 2025 notes will be spread across two years to avoid high repayment
obligations in a single year, reducing refinancing risk. The repayment schedule will match that of the amended August 2024 notes. They
will have priority of payment over the amended August 2024 notes, but will rank lower than the amended January 2024 notes.
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The structural credit enhancement for the amended notes does not include the upstreaming of restricted payments (including dividends,
share buybacks, certain investments or the redemption of subordinated debt) from VRL and its subsidiaries, as long as the VRL credit
rating remains below B-. Once VRL attains a B- rating, restricted payments of up to only USD 15 mn annually will be permitted.

Terms of the Liability Management Exercise

Source: Company, Lucror Analytics

VRL is seeking the following amendments in the bond documents for the three bonds as well as the 2026 notes as part of the liability
management exercise (no change in absolute debt cap at TSHL Box, according to the bond documents):

Source: Company

There will be a debt limit at TSHL Box, which will be based on the following (until no demerger activity takes place at the VEDL level):

(USD 2.65 bn x ownership stake held by TSHL Box in VEDL / 38.14%) excluding any intercompany loans; and

(USD 3.1 bn x ownership stake held by TSHL Box in VEDL / 38.14%) including intercompany loans.

In case of any demerger activity, the aforementioned debt cap formula at TSHL Box will be adjusted (and re-adjusted until such time as all
demergers have taken place) to reflect the relative market cap of the demerged entities as compared to the other demerged
entities/VEDL.

Debt Maturity Before and After the Liability Management Exercise
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Source: Company

Timeline

13 December 2023: Transaction announcement.

15 December 2023: Publication of H1/23-24 results.

26 December 2023: Record date.

27 December 2023: Early bird deadline.

2 January 2024: Voting deadline.

4 January 2024: Bondholders' meeting date.

28 January 2024 (the January 2024 notes will mature on January 21st): Potential adjourned bondholders' meeting.

No later than 29 January 2024: Consent fee settlement date.

No later than 7 February 2024: Upfront principal redemption date.

VRL's H1/23-24 Results

VRL released its H1/23-24 results a day after the launch of the liability management exercise. The numbers were essentially the same as
those released by VEDL in November, but presented in USD instead of INR. VRL held an earnings call, during which management mainly
discussed the liability management exercise and debt refinancing plan. The highlights included:

Consent is also required from the 2026 noteholders for the liability management exercise, with a threshold of 50.1%.

In terms of FY 2024-25 loans, VRL has USD 496 mn due in H1 and USD 383 mn due in H2. Out of the loans due in H1, USD 200 mn
will be repaid to Trafigura and is backed by the same brand royalties backing the new financing. The rest of the loans due in H1 will be
repaid now as part of the liability management exercise to Oaktree. Management plans to refinance the loans due in H2.

Management expects to close some asset sales by FYE 2023-24, with these being the only ones being pursued for now. These will
likely include the steel business, as well as part of the iron-ore business that could be integrated with the steel asset.

The amortisation schedule of the new financing is made up of USD 150 mn maturing in May 2024 and USD 300 mn in April 2025, with
the balance maturing at the end of the facility as a bullet.

Management did not answer a question about the cash level at the holdco. We believe that the cash levels are minimal (close to zero).

There is an ongoing formal process in Zambia to remove the provisional liquidator of Konkola Copper Mines (KCM), reinstate the KCM
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Board and return the asset to VRL, which management expects to be completed in two to three months. Thereafter, the asset would
effectively be back to its pre-2019 regime. VRL has committed to invest USD 1 bn in the asset over the next five years, with the
investment very marginally weighted to the first two years. The base metal business that has been carved out as part of the VEDL
demerger does not include KCM yet.

VRL needs 75% of secured lenders' consent for the demerger. The lender base is concentrated among a few large vendors, with the
initial feedback from all lenders being positive.

There is no time-based covenant for the asset sale in the loan documents.

Management reiterated its guidance for less than USD 5 bn of debt in VRL in two years.

VEDL Announces Dividend Payment

On 18 December 2023, VEDL's Board approved a second interim dividend of INR 4,089 cr (USD 492 mn) for FY 2023-24, with 63.71%

or USD 313 mn of that slated to go to VRL. The record date will be December 27th. We expect VRL to receive the cash just before the
maturity of the January 2024 notes.

S&P Downgrades Ratings to CC

Immediately following the launch of the liability management exercise, S&P downgraded its rating on VRL to CC from CCC, while
maintaining its negative credit watch. The agency considers this a distressed transaction due to a high default risk without the transaction,
inadequate compensation for bondholders, as well as priority given to a new private credit facility. S&P will likely further downgrade its
rating on VRL to Selective Default and on the three USD notes to Default, as: [1] the bondholders are likely to receive worse terms
(lengthened maturity) than originally promised, despite the better terms in the security package and/or higher coupons; and [2] if the deal
falls through, S&P foresees high risk of a conventional default on the USD 1 bn January 2024 notes. S&P believes that the priority access
for the new private credit facility to key cash flows will weaken bondholder security.

After the deal, S&P expects to revise VRL's ratings upwards. That said, this will likely be at the CCC level initially, due to remaining debt
obligations.

Ad-hoc Bond Group Challenges Terms of Liability Management Exercise

An ad-hoc bond group (AHG) has challenged the terms of the liability management exercise and asked noteholders to vote against the
proposal, reported Bloomberg. The liability management exercise requires two-thirds of votes cast at the meeting, with a quorum of at
least two-thirds by principal outstanding for each bond.

AHG is led by Oaktree and Avenue Capital, and holds the blocking vote (more than 25%) for the January 2024 notes and 2025 notes. The
group earlier demanded upfront payment of 75% for the January 2024 notes, 25% for the 2025 notes and zero for the August 2024 notes.
The AHG also demanded that the coupon rate should be increased to VRL's current borrowing rate (c. 18%).

In addition, AHG suggested an exchange ratio of 1:1.3 for the remainder of the two guaranteed notes (January 2024 and 2025 notes).
This would mean that for every USD 1 of the old notes that is not repaid upfront, the noteholders will receive USD 1.3 of the new notes.

After the launch of the liability management exercise, AHG claimed that the company failed to include any of the feedback from its
proposal to revise the terms of some bonds. Therefore, the exercise does not represent the best possible terms for the notes, according
to AHG. In addition, the group alleged that VRL has consistently refused to engage with it in a meaningful way, despite multiple attempts to
explore a consensual transaction.

 

Key Takeaways & Comments

In our opinion, the terms of the proposal are mixed. The upfront payments were lower than those requested by the AHG, while the coupon
rates were lower than the group's demands. There was also no exchange ratio indicated to increase the principal of the exchanged
portion. That said, the suggestion for an enlarged principal is not common, and we believe it to be excessive.

The consent fees of USD 20 per USD 1,000 in principal amount are more attractive than the USD 5 commonly seen in other cases (e.g.
in the tender offers at discount by Indonesian real estate developers).

We find the terms of the new amended notes better than the original, due to the improved security package and/or higher coupons.

The timeline is very tight. Failure to receive the requisite consent may lead to the company defaulting on the January 2024 notes. The new
financing cannot be used to repay the January 2024 notes if the liability management exercise does not go through. In this case, there
would be no time for VRL to come up with a revised proposal before the maturity of the January 2024 notes.

We acknowledge the company's efforts in terms of the improved security packages and higher coupons. We recommend that noteholders
accept the proposal and provide consent.
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Disclaimer

Opinions presented in this report are based on and derived primarily from public information that Lucror Analytics Pte. Ltd. ("Lucror" or "We" or "Our") considers reliable, but Lucror makes no
representations or warranty as to their accuracy or completeness. Lucror accepts no liability arising from this report.

This report is provided on an "as is" basis and should not be regarded as a substitute for obtaining independent advice. Investors must make their own determination of the appropriateness of an
investment in any instruments referred to herein based on the merits and risks involved, their own investment strategy and their legal, fiscal and financial position. As this document is for information
purposes only and does not constitute or qualify as an investment recommendation or advice or as a direct investment recommendation or advice, neither this document nor any part of it shall form the
basis of, or be relied on in connection with or act as an inducement to enter into, any contract or commitment whatsoever. In particular, nothing in this report constitutes investment, legal, accounting or
tax advice or a representation that any investment or strategy is suitable or appropriate to your individual circumstances or otherwise a personal recommendation to you. The opinion contained in this
report may not be suitable for your specific situation. Investors are urged to contact their investment advisor for individual explanations and advice. Lucror does not offer advice on the tax consequences
of investments and investors are urged to contact an independent tax adviser for individual explanation and advice.

All estimates and opinions included in the report represent the independent judgment of the analysts as of the date of the issue. Lucror reserves the right to modify the views expressed herein at any time
without notice. Moreover, We reserve the right not to update this information or to discontinue it altogether without notice.

Reproduction of this report, even for internal distribution, is strictly prohibited. All information contained in this document is protected by copyright law and none of such information may be copied,
repackaged, transferred, redistributed or resold, or stored for subsequent use for any such purpose, in whole or in part, by any person without the prior written consent of Lucror.

The information, tools and material presented in this report are provided to you for information purposes only and (i) does not constitute or form part of any offer for sale or subscription of or solicitation of
any offer to buy or subscribe for any financial, money market or investment instrument or any security, (ii) is neither intended as such an offer for sale or subscription of or solicitation of an offer to buy or
subscribe for any financial, money market or investment instrument or any security nor (iii) is an advertisement thereof. Lucror has not taken steps to ensure that the securities referred to in this report are
suitable for any particular investor. Other than the provisions regulating the use of the Site as contained in the Terms of Website Use, Privacy Policy and relevant Disclaimers, Lucror will have no
contractual or legal relationship with recipients of this report simply by virtue of their receiving this report, and Lucror will be under no obligation to treat such recipients as clients of Lucror.

This report may provide the addresses of, or contain hyperlinks to, websites. Lucror has not reviewed the linked sites and takes no responsibility for the content contained therein. Such addresses or
hyperlinks are provided solely for your convenience and information and the content of the linked site does not in any way form part of this document. Accessing such website or following such link
through this report or Lucror's website shall be at your own risk.

No warranty, express or implied, as to the accuracy, timeliness, completeness or fitness for any particular purpose of any such analysis or other opinion or information is given or made by Lucror in any
form whatsoever.

In some cases, the analysed issuers may have actively supplied information for this analysis.

Our research is disseminated primarily electronically, and, in some cases, in printed form. Electronic research may be simultaneously available to all clients. We are not liable for distribution of our
reports or research by third parties including third party aggregators.

Under no circumstances We or Our licensors or suppliers will be liable to you for any direct, special, indirect, incidental, punitive or consequential damages of any kind, including, but not limited to,
compensation, reimbursement or damages on account of the loss of present or prospective profits, expenditures, investments or commitments, whether made in the establishment, development or
maintenance of business reputation or goodwill, for loss of data, cost of substitute materials, products, services or information, cost of capital, and the claims of any third party, or for any other reason
whatsoever including your use of this report, even if we or our licensors or suppliers have been advised of the possibility of damages, and/ or any negligence on our part.

The website www.lucroranalytics.com contains other provisions and disclaimers which apply to you. In the event of any inconsistencies between any of them and this Document Disclaimer, the
interpretation which is most favourable to Lucror shall apply.

The use of this report is governed by the laws of Singapore and subject to the exclusive jurisdiction of the courts of Singapore. If you do not agree with any of our disclaimers herein, please do not read
the material in this report.

Restriction on Distribution or Use

Lucror is an incorporated in Singapore and is permitted under the laws of Singapore to provide this research report to "institutional investors". This report is intended for "institutional investors" only, and
is not intended for any other person, including any retail customers or retail clients or the general public. For the purposes of this disclaimer, "institutional investors" shall have the meaning given to the
term under the Securities and Futures Act (Cap 289) of Singapore. Any unauthorized person receiving this information should promptly delete it and shall not, under any circumstances, read or make any
use whatsoever of this communication, nor transmit it to any third person.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or which would subject Lucror to any registration or licensing requirement within such jurisdiction. No person should
review or rely on this report if such review or reliance would require Lucror to obtain any registration or license in any such jurisdiction.

For U.K. and EEA States

This report is intended for distribution only to persons having professional experience in matters relating to investments as described in Article 19 of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (referred to as "investment professionals"). This document must not be acted on or relied on by persons who are not investment professionals. Any investment or
investment activity to which this document relates is only available to investment professionals and will be engaged in only with such persons. Lucror does not engage in related underwriting, market
making services, trading or dealing, brokerage, custodian services or any other activities that might create a potential conflict of interest.

For U.S.

This report is not intended or directed specifically to investors in the United States (U.S.). Lucror is i) not registered either as an investment adviser under the U.S. Investment Advisers Act of 1940 or with
any applicable U.S. state securities authority, or is not a broker-dealer in the U.S. under the U.S. Securities Exchange Act of 1934 or with any applicable U.S. state securities authority, ii) does not have a
place of business or presence in the U.S., iii) does not engage in related underwriting, market making services, trading or dealing, brokerage, custodian services or any other activities that might create a
potential conflict of interest and iv) does not, and does not intend to, distribute any products or securities in the U.S. Lucror is therefore exempt under certain criteria from U.S. laws and regulations.

Analyst Declaration

All of the views expressed in this report reflect the personal views of the analysts about the subject company or companies and its or their securities and that no part of compensation of the analysts was,
is or will be, directly or indirectly, related to the specific recommendations or views expressed in this report.

The research analysts contributing to the report may not be registered /qualified as research analysts with any regulatory or government body or market regulator.
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