Viceroy Research LLC

1201 Orange Street, Suite 600
Wilmington, Delaware 19801 USA
viceroy@viceroyresearch.com

www.viceroyresearch.org

September 19, 2025

To:

Dr. Arunish Chawla

Secretary

Department of Investment and Public Asset Management (DIPAM)
Ministry of Finance, Government of India

Email: secydivest@nic.in

CC:

Dr. Alok Pande

Additional Secretary

Department of Investment and Public Asset Management (DIPAM)
Ministry of Finance, Government of India

Email: pande.alok@nic.in

Shri Manoj Sahay

Additional Secretary & Financial Advisor
Department of Economic Affairs (DEA)
Ministry of Finance, Government of India
Email: manoj.sahay@nic.in

Subject: Immediate Risk to Government Equity in HZL and BALCO from Vedanta’s Unviable JAL Acquisition.
Respected Sir,

We write to alert you to a material and escalating risk to the Government of India’s equity interests in Hindustan
Zinc Limited (HZL) and Bharat Aluminium Company (BALCO), both subsidiaries of Vedanta Limited (VEDL). Both
entities are not only profitable but also systemically significant assets, and both are partially owned by the state.

= JAL cannot fund its own acquisition, with a projected free cash flow shortfall of over 18,600 crore across
five years.

= HZL and BALCO, both partially owned by the Government of India, contributed ~42% of Vedanta’s
normalized FCF in FY25 while generating only 31% of group revenue.

=  These Gol-linked entities are being forced into unsustainable debt-funded dividends to support the parent,
eroding their balance sheets.

= Vedanta’s outstanding statutory dues, taxes, and environmental liabilities (X4,847 crore declared in FY25)
expose the State further.

= Without intervention, public funds and Government equity will underwrite an unviable private acquisition.

We have previously written about how VEDL’s indebted parent, Vedanta Resources Limited (VRL), relies on
unsustainable dividends to meet its obligations.

VEDL has now committed to acquiring Jaiprakash Associated Limited (JAL) out of insolvency, an asset with no
internal cash generation and a structurally unprofitable portfolio. JAL has not produced a single rupee of
sustainable free cash flow across any of its divisions.
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Simply put, JAL cannot fund its own acquisition. On a five-year view, the combined free cash flow shortfall from
staged creditor payments exceeds 18,600 crore. JAL has no synergies within its own operating divisions or with
any of Vedanta’s operating units. A full analysis of JAL is available here:

https://viceroyresearch.org/2025/09/17/vedanta-jal-trophy-assets-empty-pockets

The inevitable outcome is that VEDL will rely on internally profitable units to bridge the gap, namely HZL and

BALCO.

This will be done either through unsustainable debt-funded dividends from HZL and BALCO to VEDL and further

leverage of VEDL's stake in HZL and BALCO.

JAL FCF Repayment Model (X crore)

Assumptions
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Gol-linked entities contributed ~42% of VEDL’s normalized FCF in FY25 on only 31% of the revenue. Without
them the Group’s ability to fund acquisitions like JAL is materially impaired.

FY25 Gol-owned Entity Contribution Analysis (X crore)

Segment Revenue EBITDA FCF Normalized FCF
HZL 32,927 18,292 6,438 9,699
BALCO 15,808 4,760 (38) 211
HZL & BALCO 48,735 23,052 6,400 9,910
VEDL 152,968 47,887 22,848 23,513
VEDL ex HZL and BALCO 104,233 24,835 16,448 13,603

FY24 Gol-owned Entity Contribution Analysis (X crore)

Segment Revenue EBITDA FCF Normalized FCF
HZL 28,934 14,764 8,098 8,456
BALCO 13,141 2,630 (835) (125)
HZL & BALCO 42,075 17,394 7,263 8,331
VEDL 143,727 37,748 19,097 19,762
VEDL ex HZL and BALCO 101,652 20,354 11,834 11,431

These are the same entities the Government of India holds equity in and which, until recently, retained strong
balance sheets. That strength is now eroding. HZL alone has issued dividends far in excess of earnings and has
begun funding shortfalls through new debt. The dividend strain is being masked by misrepresented cash flows.
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FCF Normalized FCF Dividend Paid Brand Fee Paid Surplus/Shortfall
HzZL 6,438 9,699 (12,253) (658) (3,212)
BALCO (38) 211 - - 211

FY24 Dividend Sustainability Analysis

Segment FCF Normalized FCF Dividend Paid Brand Fee Paid Surplus/Shortfall
HZL 8,098 8,456 (5,493) (561) 2,402
BALCO (835) (125) - - (125)

Brand fees at HZL are set to increase to 3% of turnover, and BALCO will begin paying brand fees after VEDL's
demerger.

Separately, the State is also exposed through Vedanta’s outstanding statutory and environmental dues, deferred
payments, and other contingent liabilities. As of FY25, VEDL's declared 4,847 crore in disputed taxes, duties
and statutory dues.

These commitments represent indirect claims on future cash flows that would otherwise belong to shareholders,
including the Gol.

Barring MoPNG’s recent NCLT’s recent objection to the demerger, Government agencies have taken no
meaningful action. Even Gol-appointed directors at HZL have remained silent while the company has been
drained through unsustainable dividends, unjustifiable brand fees, and related-party extractions by Agarwal-
owned entities.

Update (September 22, 2025): The Gol has denied VEDL an extension for its Cambay basin oil and gas block,
directing ONGC to assume operations and assets. Coming immediately after the MoPNG objected to VEDL's
demerger scheme at the NCLT, this highlights the depth of conflict between the Gol and VEDL and the growing
regulatory and contractual risk. This will further constrain VEDL's ability to generate and upstream cash to VRL.

This silence, intentional or otherwise, is now being interpreted as a green light. Without intervention,
Government-owned cash flow will be used to underwrite a failing, unrelated acquisition. The cost will not be
borne by promoters. It will be borne by the public.

We urge immediate intervention to safeguard the Government’s equity in these strategic assets before further
erosion occurs.

Sincerely,

Viceroy Research
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Attention: Whistleblowers

Viceroy encourage any parties with information pertaining to misconduct within Vedanta Resources Limited, its affiliates, or
any other entity to file a report with the appropriate regulatory body.

We also understand first-hand the retaliation whistleblowers sometimes face for championing these issues. Where possible,
Viceroy is happy act as intermediaries in providing information to regulators and reporting information in the public interest
in order to protect the identities of whistleblowers.

You can contact the Viceroy team via email on viceroy@viceroyresearch.com.

About Viceroy

Viceroy Research are an investigative financial research group. As global markets become increasingly opaque and complex
—and traditional gatekeepers and safeguards often compromised — investors and shareholders are at greater risk than ever
of being misled or uninformed by public companies and their promoters and sponsors. Our mission is to sift fact from fiction
and encourage greater management accountability through transparency in reporting and disclosure by public companies
and overall improve the quality of global capital markets.

Important Disclaimer — Please read before continuing

This report has been prepared for educational purposes only and expresses our opinions. This report and any statements
made in connection with it are the authors’ opinions, which have been based upon publicly available facts, field research,
information, and analysis through our due diligence process, and are not statements of fact. All expressions of opinion are
subject to change without notice, and we do not undertake to update or supplement any reports or any of the information,
analysis and opinion contained in them. We believe that the publication of our opinions about public companies that we
research is in the public interest. We are entitled to our opinions and to the right to express such opinions in a public forum.
You can access any information or evidence cited in this report or that we relied on to write this report from information in
the public domain.

To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained from
public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered
herein or who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. We have a good-faith belief in
everything we write; however, all such information is presented "as is," without warranty of any kind — whether express or
implied.

In no event will we be liable for any direct or indirect trading losses caused by any information available on this report. Think
critically about our opinions and do your own research and analysis before making any investment decisions. We are not
registered as an investment advisor in any jurisdiction. By downloading, reading or otherwise using this report, you agree to
do your own research and due diligence before making any investment decision with respect to securities discussed herein,
and by doing so, you represent to us that you have sufficient investment sophistication to critically assess the information,
analysis and opinions in this report. You should seek the advice of a security professional regarding your stock transactions.

This document or any information herein should not be interpreted as an offer, a solicitation of an offer, invitation, marketing
of services or products, advertisement, inducement, or representation of any kind, nor as investment advice or a
recommendation to buy or sell any investment products or to make any type of investment, or as an opinion on the merits
or otherwise of any particular investment or investment strategy.

Any examples or interpretations of investments and investment strategies or trade ideas are intended for illustrative and
educational purposes only and are not indicative of the historical or future performance or the chances of success of any
particular investment and/or strategy. As of the publication date of this report, you should assume that the authors have a
direct or indirect interest/position in all stocks (and/or options, swaps, and other derivative securities related to the stock)
and bonds covered herein, and therefore stand to realize monetary gains in the event that the price of either declines.

The authors may continue transacting directly and/or indirectly in the securities of issuers covered on this report for an
indefinite period and may be long, short, or neutral at any time hereafter regardless of their initial recommendation.
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