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Vision

To be a world class, diversified
resources company providing
superior returns to our
shareholders, with high quality
assets, low-cost operations and
sustainable development.
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Strategic Report

Highlights

Vedanta has produced a robust set of results
in a volatile market and the fundamentals of

our business remain strong.

Revenue (US$bn)

10 146
129

1.4

79

2010 2011 2012 2013 2014

EBITDA' (US$bn)

49
4.5

4.0
3.6

2.3

2010 2011 2012 2013 2014

Free cash flow (US$bn) Dividend per share
35 (US cents) 550 610
3.0 525 230
S5 25 45.0
18

2010 2011 2012 2013 2014

2010 2011 2012 2013 2014

Consolidated Group Results FY2013-14 FY2012-13“ % Change
Revenue 12,945.0 146402 (11.6)%
EBITDA' 4,491.2 49089 (8.5)%

EBITDA margin (%) 34.7% 335% -

EBITDA margin excluding custom smelting? (%) 44.9% 451 % -
Operating profit before special items 2,288.1 25717  (11.00%
(Loss)/profit attributable to equity holders (196.0) 162.0 -
Underlying attributable profit? 93.4 3679  (746)%
Basic (Loss)/earnings per share (US cents) (71.7) 59.4 -
Earnings per share on underlying profit (US cents) 34.2 1348  (74.6)%
ROCE (excluding project capital work in progress and

exploratory assets) (%) 14.9% 17.5% -
Total Dividend (US cents per share) 61.0 58.0 52%
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Vedanta marks 10 years since
London IPO

e Built a diversified portfolio of
high-quality, world class assets

e Delivered Total Shareholder Return
of 200%, higher than the
FTSE100 and FTSE350 Mining
Indices

e Increased dividend in nine of the
last 10 years; dividend growth
CAGR of 14% since IPO

Financial highlights

e Revenue of US$12.9 billion

e EBITDA of US$4.5 billion; EBITDA
margin of 45%2

e Underlying attributable profit
US$93.4 million

e Basic EPS (71.7) US cents,
Underlying EPS? of 34.2 US cents

e Free cash flow of US$3.0 billion
before growth capex and US$1.6
billion after growth capex

e Net debt reduced by US$0.7 billion
over the last 12 months and by
US$2.1 billion over the last 24
months

e Final dividend of 39 US cents per
share, up 5%

=

Earnings before interest, taxation, depreciation,
amortisation/impairment and special items.

Excludes custom smelting revenue and EBITDA at
Copper and Zinc India operations from purchased
concentrate.

Based on profit for the period after adding back
special items and other gains and losses, and their
resultant tax and non-controlling interest effects
(refer to note 11 of financial statements).

N

w

4 The comparative information has been restated so
as to reflect the adoption of new accounting
standards.



“We achieved record oil and gas production, driven by
the ramp up in the Rajasthan block, as well as record
production at Zinc India and improved operating
performance at our aluminium business.”

Anil Agarwal Chairman

Business highlights

Sesa Sterlite merger and Group
consolidation completed

Record oil & gas production at
Rajasthan: Achieved milestone of
200kboepd in March 2014 and
cumulative production of 200
million barrels; 100% reserve
replacement during the year

Record production of mined and
integrated metal at Zinc India

Improved operating performance
at aluminium smelters without
captive bauxite and commissioning
of new pot-lines commenced

Strong utilisations at Tuticorin
copper smelter; second 80MW unit
of power plant commissioned
during Q4

Synchronised first 660MW unit

of 1,980MW Talwandi Sabo

power plant

Continued cost control and
efficiency improvements
across businesses

Iron ore production restarted in
Karnataka and mining ban in Goa
lifted with certain conditions laid
out by the Supreme Court

Key priorities for the coming year
are to improve operating
performance at KCM, restart iron
ore mining, improving capacity
utilisation at Aluminium and
Power and improvement in
safety performance

Strong production growth at
Zinc India

Record production of mined and
integrated metal at Zinc India.

Record production of Oil & Gas

200kboepd milestone achieved during
the year and cumulative production of
over 200 million barrels achieved within
five years at the Rajasthan block.

Robust operating performance
at Aluminium business
Strong cost performance in Aluminium

operations, and new pot lines
commissioned at the Korba smelter.

Group structure simplification

Merger of Sterlite Industries (India) Ltd.
and Sesa Goa Ltd. completed to form
Sesa Sterlite.

Net debt reduction

Net debt down by US$0.7 billion over the
last 12 months and by US$2.1 billion over
the last 24 months.

1 Trucks at zinclead mine, HZL.

2 Mangala processing terminal, Cairn India.

3 Engineers at Aluminium smelter, BALCO.

4 Engineers examining ore at pig iron plant in Goa, Sesa Sterlite.
5 Women from local community, Orissa.
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Strategic Report

Key information
for investors

Large, long life, low cost, scalable assets.

Listed on LSE
Konkola Copper Mines

One of the highest-grade large copper mines in the world.

Vedanta Resources

Businesses Production volume EBITDA
CopperZambia Mined metal  US$156.3m 79.4% P
(KCM) 128kt Govoreonnraonnnion 58.3%
Finished copper :
177kt
Cost curve position R&R life V
4th Quartile 25+ years Listed on NSE,

BSE and NYSE

Sesa Sterlite

Oil & Gas Iron Ore

Businesses Businesses Businesses
Cairn India India Iron Ore Operations
and Liberia Iron Ore Project
Production Production Production
volume EBITDA volume EBITDA volume EBITDA
219k boepd US$2,347m 1.5mt’ US$(24.2)m

(average daily gross
operating production)

Cost curve Cost curve Cost curve
position R&R Life position R&R life position R&R life?
1st Quartile 15 years 1st Quartile 20+ years

1 Production at Karnataka suspended until December
2013 and suspended for the full financial year at Goa.

2 Excluding Liberia.

04 Vedanta Resources plc  Annual report and accounts FY2014



Businesses

Production
volume

Cost curve
position

EBITDA

Businesses

Production
volume

Cost curve
position

Businesses/plants

MALCO, HZL Wind Power,
Jharsuguda Power Plant,
Talwandi Sabo

EBITDA Power sales EBITDA
9,374 million US$168.4m
Kwh

Annual report and accounts FY2014  Vedanta Resources plc
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Strategic Report

Key information
for investors cwntinued

Producing and supplying
commodities to a number
of emerging markets.

Debari smelter
Chanderiya smelters
Rampura Agucha mine
Rajpura Dariba mine & smelters
and Sindesar Khurd mine
Zawar mine
Talwandi Sabo power project
Silvassa refinery
Iron ore operations — Goa
Iron ore operations — Karnataka
Tuticorin smelter
MALCO power plant
Lanjigarh alumina refinery
Jharsuguda smelters & power plants
Zinc-Lead-Silver N g Korba smelters & power plants
0il & Gas 7 . Rajasthan block
. : Ravva (PKGM-1) block
Copper . KG-ONN-2003/1 block
pper ; KG-OSN-2009/3 block
Aluminium -t PR-OSN-2004/1 block
Power & o Cambay (CB/052) block
Projects under development 4 MB-DWN-2009/1 block
Captive thermal power plant J . SL 2007-01-001 block

Iron Ore

©e000000
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23 Lisheen mine,
Ireland

24 Mt Lyell mine, Australia

Revenue by geography
678
1 India 64%
2 China 13%
4 3 Middle East 6%
4 Europe 4%
3 5 FarEast others' 8%
6 Africa 2%
7 Asiaothers? 1%
8 Others® 2%
2 1

Iron Ore project, Liberia
Konkola and N¢

copper mines & Nch
smelter, Zambia
Skorpion mine, Namibia
Black Mountain mine,
South Africa

South Africa Block 1

Revenue by business

6

2 Oil&Gas 23%
3 IronOre 2%
4 Copper 35%

3

1 Far East others includes a number of countries, primarily Korea, Thailand, Singapore and Mauritius.

2 Asia others include Sri Lanka, Bangladesh, Nepal and Pakistan.

3 Othersinclude the United States, Australia, New Zealand and a number of countries that are not classified

in the other available categories.
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Strategic Report

Key information
fOI' InVGStO I'S continued

Well-invested assets generating significant

free cash flows.

Production growth
(in Copper equivalent kt)'

Fy FY FY FY FY FY FY FY FY FY FY
04 05 06 07 08 09 10 11 12 13 14

B Zinclead W Iron Ore M Power M 0il & Gas
Silver B Aluminium I Copper

Since IPO in 2004, Vedanta has grown production across
its portfolio supported by its well-invested expansion
programme and continued focus on increasing R&R over
production each year.

1 Allcommodity and power capacities rebased to copper equivalent capacity
(defined as production x commodity price / copper price) using average
commodity prices for FY2014. Power rebased using FY2014 realisations.
Copper custom smelting capacities rebased at TC/RC for FY2014. Iron Ore
volumes refers to sales, with prices rebased at average 56/58% FOB prices for
FY2014. For Oil & Gas, production refers to Working Interest.

08 Vedanta Resources plc  Annual report and accounts FY2014

Strong free cash flow
(US$ billion numbers)

FY FY FY FY FY FY FY FY
10 m 12PF 13 14 15e  16e 17e

B M&M Capex M Free Cash Flow FY?
0&G Capex'

Vedanta is reaping benefits of its expansion programme
as project ramp ups are driving free cash flow generation,
which exceeded capex by US$1.6 billion this year.

M&M refers to Metals and Mining, O&G refers to Oil & Gas.
1 Capex net to Cairn India; subject to Government of India approval.
2 Free cash flow after sustaining capex but before growth capex.




Consistent margins driven
by diversification
(EBITDA by segment in US$ million)

5,000

FY FY FY FY FY FY FY FY FY FY FY
04 05 06 07 08 09 10 11 12 13 14

M Iron Ore
B Power

M Copper — EBITDA
M 0il & Gas Margin'

[ Zinclead
B Aluminium

A broad natural resources portfolio diversified across base
metals, bulks and Oil & Gas has delivered consistent EBITDA
margins in excess of 30% over the last 10 years.

1 Margins exclude custom smelting at Copper and Zinc India operations.

Dariba smelting complex, HZL

Cost efficient Tier 1 assets driving
high margins

(EBITDA margins ex custom smelting)

60

VED Peer1 Peer2 Peer3 Peer4 Peer5 Peer6

Vedanta’s strong portfolio of Tier 1 assets with the majority
of its assets positioned in the lower half of the global cost
curve has enabled the Company to deliver high margins
through the cycles.

Source: Bloomberg.

Peers are Anglo American, BHP Billiton, Freeport McMoran, Glencore Xstrata
(Mining business), Rio Tinto, Teck and Vale.
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Strategic Report

Chairman’s statement

Diversified portfolio delivering consistent
performance in a challenging market.

[ have always believed that the ability to produce robust results

in volatile markets is the hallmark of a strong and agile company.
I am therefore pleased to announce another set of commendable
operating and financial results delivered by our management
team and employees, as we mark a decade at Vedanta.

Ten years ago we had a vision to create a
large global diversified natural resources
major that unlocks the remarkable resource
potential of India, meets the growing
demand of a nation of a billion people, and
gives investors an opportunity to participate
in the journey with the comfort of a premium
listing on the London Stock Exchange.

We believe the benefits have been felt
all-round: since our IPO at 390 pence in
December 2003, shareholders have seen
a Total Shareholder Return of over 200%
and we have paid a progressive dividend
that was increased in nine out of 10
years and held constant for one year.

We now stand as one of the world’s
largest diversified resources company with
operations in India, Zambia, Namibia,
South Africa, Ireland, Liberia, Australia and
Sri Lanka, which directly and indirectly,
enhances the lives of at least 4.1 million
people across the world. As we look back
over this first decade I am proud of the
contribution that we have made, both
fiscally and socially, to the exchequer, our
employees and the numerous communities
in and around our operations.

Highlights of the year

Vedanta has again shown that the
fundamentals of our business remain
strong. We have a diversified portfolio

of assets that have cost-efficient
operations, are highly productive, and
have generated strong free cash flows of
US$1.6 billion after capital expenditure
on sustaining and expansion projects.

10 Vedanta Resources plc  Annual report and accounts FY2014

In particular we were delighted with the
performance of the Oil & Gas division,
Cairn India, which passed two notable
milestones during the year. The onshore,
prolific, Rajasthan block achieved the
landmark of 200 million barrels of
cumulative oil production over its life,
and also reached a production rate of
200,000 barrels of oil equivalent per day
in March 2014, against a production rate
of 125,000 barrels of oil equivalent per
day, when we acquired this business.

I warmly congratulate the team on this fine
achievement, and I also thank the Indian
government whose partnership has been
crucial. Cairn now produces 27 % of India’s
oil production and with the Government’s
focus on increasing India’s oil production,

it can contribute further to helping reduce
India’s dependence on imported oil & gas
which still accounts for 75% of its needs.

Zinc India is the second largest integrated
zinc producer globally with a mine life

of more than 25 years and costs in the
lowest quartile of the global cost curve.

It delivered an excellent performance
with a record production of mined

and integrated refined metal.

Financial performance

The year saw revenues of US$12.9
billion and an EBITDA of US$4.5 billion
despite lower commodity prices.

EBITDA reflected weaker global commodity
and oil prices, increased rate of share of profit
on petroleum to the Government of India,
although these were partly offset by lower
costs in aluminium, increased volumes at
Zinc India and our record oil production.

We also experienced lower volumes at
Konkola Copper Mine (‘KCM’) and Zinc
International and Iron Ore, where the
state-wide bans on mining in Karnataka

and Goa were lifted in December 2013

and April 2014 respectively, albeit with
conditions. We resumed mining in Karnataka
in December, and are currently working with
the State Government and the Environment
Ministry to restart operations in Goa.
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10 years of
delivery

' Maintained progressive dividends

. (US¢/share)
: 147
0
CAGR since IPO
“My vision at flotation was o
to deliver the potential . Share price 0
of India’s resources to o o 2OO /O

m\/eStOfS, \/\/\thlﬂ the 2.2x Total shareholder return
comfort of a London P (12%CAGR)

Market listing.” $/| Qbﬂ

Capital returned to
shareholders (since IPO)

End FY2014
: 1
We have delivered results not only for L

?LD/I Sbn : our shareholders but also created many >
Contribution to exchequer : thousands of jobs, supporting our p e e
e . employees with housing, educationand

. healthcare, and made a vital difference ahimmumsmelte BALCO.
SE/‘ 34 [T . to communities across India and Africa.”

Social investment in communities
(last three years)
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Strategic Report

Vocational training for women at self help groups, HZL.

A partner in
the growth
of India

“Indiais blessed with
abundant natural
resources and I believe
Vedanta has an important
role to play in unlocking
the potential of those
resources as a partner in
India’s future growth.”

Shared geology and mineral
potential with Africa & Australia
and abundant natural resources

India’s global ranking
(based on Reserves)

295DN e

5th Coal (R&R)

6th Zinc (R&R)

290N e

7th Iron Ore (R&R)

3 5 bﬂ tonnes

8th bauxite (R&R)

Total estimated reserves & resources based upon
public sources including GSI, GOI, Wood Mackenzie,
UNFC and IBM.

Vedanta - Strong market positioning in India
(FY2014 India Market Shares')

: Engineers at iron ore operations, Sesa Sterlite.

© Low per capita consumption
: (Metals — CY2013 per capita consumption in kg;
: Oil—CY2012 per capita consumption in barrels)

15.4

Copper Aluminium  Oil

1 Based on domestic consumption.

“My vision for the future is to

continue to fulfil Vedanta’s
potential whilst helping to
advance the world's largest
democratic developing
nation economically, socially
and sustainably.”

Alumlnlum Copper

® India World @ China

Wood Mackenzie, BP Statistical Report, Global Insight, Indian Ministry of Petroleum and Natural Gas, IBIS,
. Aluminium Association of India, ILZDA, company sources.
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Chairman’s statement continue

Delivering against our strategy
As well as producing satisfactory results, we
remained focused on our core strategy.

It was a year when we eased back on

capital expenditure and concentrated on
production. Despite inflationary pressures,
we succeeded in controlling our costs; in
aluminium, for example, we rank in the
second quartile, even ahead of many others
who enjoy the advantage of captive bauxite.

We continued to reduce net debt
which now stands 8% down at
US$7.9 billion, and generated strong
free cash flow of US$3.0 billion.

I was also pleased to see further progress on
our goal to discover more than we mine out.

During the year we delivered a 100% reserve
replacement at Oil & Gas and Zinc India.

In addition, we responded to an often-
received feedback from shareholders for
a simpler group structure by completing
the Sesa Sterlite merger during the year,
which has eliminated cross-holdings,
better aligns cash flow generation

and debt across the Group structure
and delivers valuable synergies.

I:J p22 Read more about our strategy

Sustainability

I have always felt deeply that it is our
employees who drive our success. It has
therefore been a priority that they have
been able to grow with us, both financially
and personally, and that we contribute to
their well-being and development. We've
developed incentive plans to broaden
share ownership among our middle

and senior management, so they also
become shareholders of our Company.

However, even growth is a secondary
consideration compared to the need to work
safely and to minimise our impact on the
environment. We were deeply saddened

by the 19 fatalities that occurred during

the year and both our incoming CEO and I
are determined to address this as we make
personal safety an absolute priority.

It was good to see a reduction of 37% in lost
time incidents over the last four years, and
74% of non-hazardous waste being recycled
during the year which shows an encouraging
progress. Over the past year, I have been
particularly pleased with the success our
businesses” have had in implementing our
Sustainability Framework underpinned by
our successful Scott Wilson audit and the
insights we have gained from this exercise.

Out in our communities, we continued

to expand our support programmes.

We have seven discrete focus areas:
health, education, sustainable livelihoods,
women empowerment, community

asset creation, bio-investment and
integrated village development. During
the year we spent US$49 million,
benefiting over 4.1 million people.

D p2L| Read more about sustainability

Governance

At the close of the year our CEO of five years
MS Mehta took well-earned retirement. I
wish to place on record my thanks to him;

he joined us around 14 years ago and led
various operations across the Group. His
insight and leadership have been pivotal

to our success over this first decade and

he departs with our warmest wishes.

We are also delighted to have secured a
replacement of the calibre of Tom Albanese,
who took up the reins as our new CEO on 1
April 2014. Tom brings with him a lifetime’s
experience in resource mining and operations
and will add considerable value as we meet
the opportunities and challenges ahead.

During the year, Deepak Parekh, the
non-executive Chairman of the Housing
Development Finance Corporation (‘HDFC’)
Limited, India’s premier housing finance
company, joined the Vedanta Board as an
independent Non-Executive Director. I would
also like to thank Naresh Chandra who retired
from the Board following the conclusion of
the 2013 Annual General Meeting having
served nearly nine years on the Board.

N Read more about governance
p 9

“Vedanta is well positioned
to supply to India’s need
for commodities while
operating at international
standards of sustainable
development”

Outlook

India’s per capita consumption of
commodities is expected to rise consistently
and strongly over the next two—three
decades with favourable demographics
and growing urbanisation, and as a large
and responsible corporation, Vedanta is
well positioned to supply India’s need for
commodities while operating at international
standards of sustainable development.
FY2013-14 has been a year of building
momentum in the right direction, and I

see it as a powerful springboard for the
year ahead as we build on the significant
headway achieved in production ramp-
ups, cost controls, regulatory clearances
and sustainability. We remain focused on
our stated strategic priorities of ramping

up production across our portfolio and

to deleverage the balance sheet.

Anil Agarwal
Chairman
15 May 2014
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Strategic Report

Incoming Chief Executive

Officer’s statement

Tom Albanese became our new Chief Executive Officer

on 1 April 2014. Here he gives his initial impressions of
the Company and outlines his first priorities.

Taking the helm of a world class
business is an honour, and I am
especially excited to be leading a
diversified resources company like
Vedanta with a large presence in
India, a country where I see the
potential for significant demand
growth and the opportunity to
develop and harness natural
resources to meet this surge

in demand.

India has long held a fascination for me. It is
endowed with a vast and largely untapped
potential in natural resources, and it is also

a country of fast-growing aspirations. It is
home to over a billion people driving demand
for consumer durables, transportation,
telecommunications and new infrastructure.

Just prior to taking up the role, I spent six
months as Chairman of Vedanta Resources
Holdings Limited, that operates as a
subsidiary of Vedanta Resources plc and

the holding company for the operating
companies, which gave me an opportunity to
know the Company well, visit the operations
and chair several monthly Executive
Committee meetings going through detailed
reviews of business performance. I visited
almost every asset and spent a lot of time
underground which left me as energised

as my first mining job more than 30 years
ago. I wanted the opportunity to look and
learn, engage with the workforce and gain

a well-informed first-hand impression.

14 Vedanta Resources plc  Annual report and accounts FY2014

Our people

What I have found is a very effective
management team and a professional and
committed workforce, and I express my
thanks to the outgoing CEO of the Group,
Mr MS Mehta and the outgoing CEOs of the
Iron Ore division, Mr PK Mukherjee, and Oil
& Gas division, Mr P Elango, whose efforts to
build these teams have been commendable.

There are some gaps which we need

to fill, such as boosting underground
mining expertise, but the organisation

is staffed by highly capable teams. It is
clear to me we have commercial acumen
in depth, as well as a proven process
engineering capability and a tremendous
culture of leadership development.

We will be building on our teams in the
coming year, benefiting from strong internal
talent and complementing it with fresh
perspectives from external hires. On that
note I am delighted that we have hired a new
CEO at our KCM business and a new head of
Corporate Communications and Corporate
Social Responsibility who is taking up this

role with a strong emphasis on CSR; an area
where I think we can present ourselves better.

I:J p29 Read more about our people

Our assets

My tour of the assets confirmed to me
that we have much to be proud about.
The Company’s ethos of keeping a firm
control on costs is clearly translated into
action on the ground, with our largest
businesses ranking in the lowest cost
quartile of the global cost curve.

I have also been struck by the world class
quality of resources and resource potential.
In particular, four assets come to mind. Our
prolific onshore Rajasthan oil and gas block;
the Zinc India assets, also in Rajasthan, with
the largest zinc-lead mine in the world; our
low-cost iron ore mines in Goa; and, with
some operational improvements, the long
life potential of the high-grade copper assets
at Konkola Copper Mines (‘KCM’) in Zambia.

These are just four examples in a very
exciting landscape. As a resources
explorer, I know that this sector and
our organisation can play a vital role
in India’s growth and prosperity.



It will be part of my remit to engage
with policymakers to help in harnessing
India’s resource potential and thereby
create growth and employment.

Immediate operating priorities

In the near term, I see a number of

key operating priorities and these will

receive immediate focus. They are:

e To ramp up aluminium production and
obtain access to bauxite.

e To resume iron ore mining operations
at Goa.

e Toimprove the business at KCM.

I will also focus on driving further the already
successful businesses, and this will include
maximising exploration and optimising
production at the Rajasthan oil & gas block
and a proper transition of the Rampura
Agucha mine at Zinc India from open-cast
to underground in the next few years.

Safety: zero harm

Having spent my professional life
involved with the mining industry
across different countries, I know first-
hand the absolute necessity to strive
for a zero harm environment.

So although there have been some
improvements in the Company’s lost
time injury frequency rate metrics,
have communicated to the Board, the
management team and the entire
workforce that the fatality rates at our
operations are wholly unacceptable.

I am therefore conducting a personal

and thorough appraisal of our safety
management processes, contractor
management and compliance, and internal
safety leadership with the clear target of
moving towards a zero harm record.

This is not only the right thing to do by
the workforce, but in my experience,
the safest businesses are also the
most capably led and efficient, with all
the benefits that flow to employees,
communities and shareholders alike.

Protecting our licence to operate

The most successful businesses in our sector
have not merely gained a licence to operate;
every day, they work to protect and maintain
that licence. In turn, they have assets that
don't just last a decade but have productive
lives that can span generations of workers.

At the heart of this longevity is Corporate
Social Responsibility in its fullest sense:

a commitment to engage with local
communities; to safeguard the wellbeing
of the workforce; and to minimise
wherever possible the impact made on the
environment. Indeed, legislation is raising
the bar on these issues, not just in India but
around the world. While Vedanta meets

or exceeds regulatory requirements, I am
focused on raising standards further.

One of the first locations I visited was
Lanjigarh, where we have ambitions to
ramp-up the refinery to a capacity of 5mt of
alumina. However, the bauxite for this is to be
supplied by the State Government as per our
existing Memorandum of Understanding. On
behalf of Vedanta, I reiterate that we will not
consider developing any bauxite resources
including the Niyamgiri mines, without

the consent of the local communities.

Regarding our employees, we are conducting
a gap analysis to ensure our compliance

with the UN Principles of Human Rights.

I am also introducing two non-negotiables:
the radical improvement in safety I
mentioned above, and a reinforcement of
the strong principles already in place here
surrounding compliance, integrity and

ethics. Our performance in both these areas
will be led by a strong tone from the top.

So as I set to work in my first year as CEO,
I'm very excited about the potential ahead.
We have the people and the assets and
I'look forward to setting a stage that will
enable even greater performances ahead.

We are all here for the purpose of adding
value, for our shareholders, our employees,
and all stakeholders. Over the past 10 years
the Company has created tremendous value
for all three, and I am committed to continue
to do this in the future, and take Vedanta to
the next level of performance in all aspects.

Tom Albanese
Chief Executive Officer
15 May 2014

Engineers at Sindesar Khurd zinc-lead mine, HZL.

2
Engineers at Skorpion integrated zinc complex,
Zinc International.

“So as I set to work in my
first year as CEO, I'm very
excited about the potential
ahead. We have the people
and the assets and T look
forward to setting a stage
that will enable even greater
performances ahead.”
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Strategic Report

Open forum

Anil Agarwal and Tom Albanese
answer some frequently asked questions
concerning the vision and future

ambitions of the Company.

Anil Agarwal: I am delighted to welcome
Tom Albanese to the Vedanta Group, who
brings extensive experience in the resources
sector. I'm proud to say that Tom has built up
an excellent understanding of our businesses
over the last half year when he visited

them and reviewed the monthly business
performance of all businesses, and was
actively involved in the Executive Committee.

We will work closely together to drive the
Company forward. The Board and I will retain
responsibility for strategic development,
including M&A, and Tom will lead the
businesses, driving operational excellence,
further developing our stakeholder
engagement and taking forward corporate
initiatives to simplify the Group structure.

16 Vedanta Resources plc

Tom Albanese: Since joining the Vedanta
Group six months ago, I have visited
Zambia around six times and spent a lot
of time on the ground, working with the
business units, talking with our employees
and stakeholders, including our equity
partners, the Zambian government.

We've taken up several initiatives to
improve the environment and well-being
of local communities and more than
half a million people are benefited by
the various community programmes
currently undertaken by Copper
Zambia. We've improved the quality of
water that gets pumped out from the
underground mine, which is critical for
irrigation and caters to the water needs
of at least half a million Zambians.

Annual report and accounts FY2014

We are the largest private sector
employer in Zambia though our
productivity per employee is lower
than local and global peers.

Our focus is ramping up mined metal
production, which is in everyone’s interest,
including Vedanta, our employees and the
Zambian government, though this has
taken more time than was anticipated
when Vedanta embarked on sinking the
new 1.5km deep shaft at the Konkola
Deeps mine. With shaft sinking complete
and facilities for loading and hoisting
finished, we are currently working on
primary development of the underground
mine. We have an able team on the
ground and have recently added several
underground mining experts to the team.

Then there are commercial challenges
faced by the mining industry in Zambia,
with Value Added Taxes on inputs that
are yet to be recovered from the Zambian
Government and we are engaged with
the Government for a solution.

I'm also glad to share that Steven Din

has joined as CEO of Copper Zambia in
May 2014. He has nearly two decades of
experience in Africa. Steven has already
been actively engaged in meetings with
the Government, and I look forward to
working closely with him as we deliver an
operational turnaround at KCM. With these
necessary steps to improve the business, [
can foresee 50 years of successful copper
mining ahead of Vedanta at Copper Zambia.

Anil Agarwal: Copper Zambia is one of
Vedanta’s most important assets and we
are completely focused on the turnaround
of this business as it has one of the largest
high-grade copper mines in the world

and has a long life ahead of it. We are
committed to developing our resources

in Zambia and I think we can continue

to make a significant positive impact on
the social and economic development of
the region as the largest private sector
employer in the country and one of the
largest contributors to the economy
through our tax and royalty payments.



Q Vedanta has made a large
investment in Aluminium

but you don’t have a captive
source of bauxite yet and have
faced criticism about this —

so what are your plans now?

Anil Agarwal: The state of Odisha in

India is a natural destination for producing
Aluminium. India has the eighth largest
bauxite deposits in the world and 50%

of these are in Odisha, and nearly half

of Odisha’s bauxite is within a radius of
100-150km from the refinery that we
have built. We have a Memorandum of
Understanding with the Odisha State
Government, through which we are assured
supply of 150 million tonnes of bauxite for
our processing facility, and we will continue
to work closely with the State Government.
From our perspective, we have made it
clear that Vedanta will not source bauxite
from Niyamgiri bauxite deposit without
the consent of the local community.

Tom Albanese: One of the first operations
[ visited was the Lanjigarh alumina refinery.
I must say that I was pleasantly surprised
by the level of care on the ground and I
think that the reality is much better than

it is widely perceived. While Vedanta has
done a commendable job in terms of
community development near and around
the Lanjigarh refinery, these good deeds
have unfortunately been overshadowed by
the controversy at Niyamgiri. We will now
focus our attention to other resources on
aregional basis which can be developed

in a manner consistent with global norms
and expectations. Even though we do not
have sufficient captive feed currently, we
continue to operate our Aluminium smelters
at Jharsuguda, in Odisha, and Korba, in the
adjoining state of Chhattisgarh, efficiently,
producing aluminium in the lower half

of the cost curve, despite the higher cost
of purchased bauxite and alumina.

Q Court Orders to restart iron ore
mining in the states of Karnataka
and Goa have been issued after
long periods of mining bans

in both these states of India.
However, it seems that not all
issues have been resolved. What is
the latest and will you get back to
production levels before the bans?

Tom Albanese: We restarted our operations
at Karnataka in end December, and have
been selling ore through government
sponsored e-auctions. I see the authorisation
to restart mining in Karnataka and

the Supreme Court order in Goa as an
encouraging sign, confirming that we are
gaining momentum in the right direction.
Our iron ore mining division has operated
sustainably for nearly six decades, and we
have had a strong focus on sustainable
mining and adding more to reserves and
resources through exploration, than what
we mine out. We are currently working

with the State Government of Goa and

the Ministry of Environment and Forests

to obtain necessary approvals to restart
mining in Goa, and hope to start production
after the monsoon season this year.

Overall, India has the seventh largest
reserves of iron ore in the world and Goa as
aregion is not constrained by geology. We
have seen geological features at our Sonshi
mine in Goa which resemble those in the
Pilbara in Western Australia. Besides, with
proximity to inland waterways and port, the
mines in Goa have a strong cost positioning.

Anil Agarwal: The issues in the State of
Goa were driven by environmental concerns
as mining activity increased significantly

in response to record iron ore prices and
access to port through inland waterways.
As many small unorganised miners sprang
up, the Government restricted mining
activity across the State with an intention to
ensure responsible mining, and this affected
large, organised miners such as our iron

ore operations, which has a track record of
responsible mining for over six decades in
the area. If you take a look at the work done
on returning the depleted Sanquelim mine
in Goa to its natural state, you will see a
fully reclaimed environment where we have
planted over 600,000 trees, and open pits
have been converted to ponds and fisheries.

“My vision and strategy for the Company
remains the same: to build and grow a
diversified global natural resources major

and Tom shares that vision.”

Q So, the merger of Sesa Goa and
Sterlite Industries and consolidation
are now complete, what are your
plans on the Group structure

Anil Agarwal: The merger of Sesa Goa
and Sterlite is a major step forward on

our journey to unlock value and we are
already seeing the benefits of that. Our key
priority now is the purchase of the shares
in HZL and BALCO that are held by the
Government of India. The Government
has taken a decision to sell their stakes
through the auction route and the process
is under way. An offer has been made and
is under consideration, but the timetable
for this is not something we can control.

Q What are your strategic priorities
going forward and do you envisage
any changes to strategy?

Anil Agarwal: My vision and strategy

for the Company remains the same: to
build and grow a diversified global natural
resources major and Tom shares that
vision. However, right now our primary
objective is to deleverage from the cash
flows that the business is generating as
our capital intensive projects are nearing
completion and ramping up production.

Currently, we are working on the low-risk
projects at the high-margin businesses of
oil & gas and zinc, which have significant
cash generation from existing operations,
and cash balances. As we consider future
investment opportunities, these decisions
will be based on rigorous capital allocation
and we will continue to evaluate all available
options for capital deployment. I am proud
to reiterate that we have maintained a
progressive dividend through the global
financial crisis, and have delivered a total
shareholder return of 200% since our IPO.

Tom Albanese: From my point of view, India
will have a strong demand for commodities
with growing urbanisation and favourable
demographics over the next 20-30 years,
current low levels of per capita consumption,
and a robust democracy. India has abundant
geological resources and the potential

to build a world class natural resources
industry that not only provides energy and
raw material security to the country, but

also creates considerable employment and
economic activity. As the largest diversified
natural resources company in India, Vedanta
is at the forefront of this opportunity.
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Strategic Report

Market overview

Emerging markets continue to

be the key drivers of growth,

Overview

In an environment of volatile commodity
prices, as one of the largest diversified
resource producers globally and with

a portfolio of Tier-1 assets, Vedanta

is well-positioned to navigate the
prevailing economic conditions.

Global economy

In 2013, worldwide economic growth
was stable at 3.0%, just slightly lower
than the 3.1% recorded in 2012. The
slow-down in China during the early
part of the year contributed to a lower
emerging markets growth rate of 4.7%,
while developed economies recorded a
1.3% rise. There were more encouraging
signs in the second half of the year as
global economic growth rebounded.

The world economy is expected to
strengthen in 2014, with growth expected
torise to 3.7%, closer to its historical
average. Despite concerns about the
Federal Reserve tapering its asset purchase
programme, monetary policies across the
world continue to be expansionary and

are expected to drive growth in advanced
economies up to 2.2%, increasing demand
that in turn could support a higher
emerging market growth rate of 5.1%.

Indian economy

India’s growth is still one of the highest in the
world, although it slowed to 4.6% in 2013, its
second lowest in a decade averaging around
7.5% annual growth. With general elections
in May 2014, and a rising awareness

across the country for the need to improve
governance and align regulatory policies to
support economic activity, India’s growth is
expected to pick up in the coming years.

Strong global growth, improving export
competitiveness with a weaker rupee and
a confidence boost from recent policy
actions are expected to contribute to a
modest rise in India’s economic growth
to 5.4% in 2014, with the potential to
recover to 6.8% in the medium term if
structural reforms are implemented to
accelerate investment projects that improve
infrastructure and to bring persistent
high inflation levels under control.

Investment in infrastructure for
transportation, housing and power will
continue to drive demand for aluminium,
zinc, copper and iron ore in India fuelled by
a rising working age population, increasing
per capita income, and a growing middle
class, combined with ongoing urbanisation.

While India has large refining facilities,
it is highly dependent on imports of
crude oil with an inevitable impact on
the country’s trade balance and current
account. In addition, increased oil prices
are not passed on to the consumers,
resulting in an increasing subsidy burden
to the Government of India (‘Gol’) and
a negative impact on the fiscal deficit.
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Against this backdrop, the Gol realises the
importance of boosting domestic production
of crude oil to bridge the widening gap
between demand and domestic supply,

and has recently announced policy

decisions such as the Integrated Block
Development approach, and the permission
to undertake exploration in areas that

have started development or operations
under Production Sharing Contracts.

India has abundant natural resources

that are yet to be sufficiently explored,
developed and tapped. India’s reserves of
iron ore, bauxite, zinc and coal rank among
the largest in the world. The introduction of
new regulations, including the new Mining
and Minerals bill, and a general focus on
regulatory policies to support economic
activity is expected to encourage and
accelerate private sector investment and
drive the development of the industry.

Commodities

Over the last year, slowing emerging
market growth dampened demand for
base metals and depressed prices, while
crude oil prices remained relatively resilient.
Mining companies have responded by
focusing on cost improvements and
productivity initiatives rather than growth,
to bring supply in line with demand.

Sources: World Economic Outlook update January 2014,
International Monetary Fund, Wrod Mackenzie, Ministry of
Petroleum and Natural Gas.



Although prices were under pressure in
2013, a declining global supply is likely to
fall short of demand in the medium term
and prices are expected to strengthen as
inventories reduce. End demand in India
remains strong with the galvanizing sector,
which is the largest consumer, delivering
strong growth and this momentum is likely
to continue as the country’s investment

in infrastructure drives demand.

Tougher environmental regulation and
supply shortages characterised the global
lead market even as demand was affected
by a slow recovery in vehicle production

and the emergence of alternative battery
technologies. Overall, the global lead market
is expected to continue to grow driven by
developing economies, including India
where domestic demand has been strong.

Global supply marginally exceeded
consumption in the year, with the ramp
up in production from the new mines in
Africa and Mongolia and good production
in Chile and Peru. Whilst demand for
copper in India was stable during the
year, demand is expected to rise driven

by investment in infrastructure projects,
the development of power generation
capacity and continued urbanisation.

(in US$/MT)

FY2013-14 FY2012-13 % Change g
Copper 7,103 7,853 COM <
Aluminium 1,773 1,974 (10.2 =
1,909 1,948 (20 3
2,092 2,113 (1.0 -
21 31 (29.8
Iron Ore (63 Fe Grade) 115 120 (4.1
Crude per bbl 108 110 (2.3

Source: London Metal Exchange, The London Bullion Market Association, Mysteel Iron Ore Index, Bloomberg.

Aluminium

Prices declined during the year as stocks
were high and supply growth matched
consumption with the exception of China
where growth was exceptionally strong

at 12%. However, lower LME prices were
offset by higher physical premiums as large
inventories remain blocked in warehouses
driven by financing deals. Looking forward,
primary aluminium demand is expected to
rise, supported by the transport sector and
metal substitutions in favour of aluminium.
Lack of demand in the electrical sector

in India led to a fall in consumption but
both supply and demand are forecast to
recover in 2015 as demand in the electrical
sector recovers, boosted by investment

in infrastructure and transport.

Iron Ore

Consumption of steel in China continued
to drive growth in world steel demand with
prices rising during the year, despite credit
restrictions in China dampening demand
in the latter half of the year. The increased
availability of supply from new mines in

2015 is expected to curtail further price rises.

Indian steel consumption is also forecast
to rise as a result of government spending
on infrastructure and higher consumption
of consumer durables. However, iron ore
prices in the domestic market are expected
to remain soft due to the impact of export
restrictions and duties on domestic pricing.

Oil & Gas

Whilst demand for oil increased, led by
China, global prices remained moderate as
the US shale revolution boosted production
in North America. Prices are expected to
stabilise going forward as global economic
growth recovers. Demand in India
continued to rise, with imports continuing
to meet more than 70% of demand even
as Cairn India‘s contribution to India’s
domestic crude oil production increased
from 26% in FY2013 to 28% in FY2014.

Long-term outlook

The long-term outlook for the sector remains
positive as the structural economic trends
of population growth and urbanisation

in emerging economies are expected to
continue driving demand for commodities
for construction and infrastructure, and for
consumer goods as the income of growing
middle classes in these economies rises.
Consequently, power sale prices are also
expected to increase in the coming year.

Vedanta’s market position

As the leading natural resources provider
in India, Vedanta is well-positioned to
respond to the growing demand for raw
materials with strategically located, high
quality assets, and scalable capacities.

Close proximity to growing Asian markets
and cost positions in the lowest quartile

or lower half of the global cost curve, put
Vedanta in a strong competitive position to
take advantage of the opportunities in both
India as well as other emerging markets.
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Business model

Delivering value to all stakeholders.

What we do and how we add value

Vedanta operates across the value chain, undertaking
exploration, asset development, extraction,
processing and value addition with a primary

focus on upstream operations. We capitalise on

our strategic capabilities to create value for all our
stakeholders: our shareholders; our employees; our
customers and the communities where we operate.

We focus on maximising returns from our long-life,
low cost, scalable assets where we are now delivering
strong free cash flows from a well-invested asset base.

We are committed to the highest standards of
sustainable development in all aspects of our
business with a well-developed sustainability
framework underpinning everything that we do.

Vedanta’s economic contribution (US$m)

5 1 Employee costs
- 2 Operating costs
(excluding payments to
the exchequer)
3 Payments to exchequer
Revenue ) 4 Payments to providers
of capital
US$12’9A5m 5 Community investments
(including donations)
6 Economical value retained

Strategic capabilities

Natural resources

We have a diverse portfolio of Tier 1
assets with the majority of resources

in the lowest quartile or lower half of
the global cost curve. We continue to
extend the life of our assets organically
by investing in brown field exploration
and acquisition of large, proven assets.

People and skills

We have a workforce of over 87,000
people, comprising over 25,000 direct
employees and 59,500 contractors.
This includes skilled geologists, mining
engineers, technicians and other
business professionals. We are one

of the largest employer of mining
engineers in India, and the largest
private sector employer in Zambia.

Technical innovation

We drive productivity growth by
concentrating on continuous improvement
in mine development at mines and

metal recovery at our processing plants.
Our focus on operational excellence has
enabled us to maintain our position as

a low cost producer despite industry-

wide cost inflation pressures.

Financial capital

Vedanta has a strong financial profile
and access to global sources of equity
and debt capital. Vedanta has a track
record of successfully raising capital, with
over US$29 billion raised from equity and
debt markets in the past decade, and has
arobust strategy for capital allocation.

Project expertise

We have built projects at benchmark
capex and have a track record of
successfully delivering projects.

Relationships and
partnerships

Governments
Communities
Employees
Suppliers
Customers
Shareholders
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Sustainability is at the core of our
operations, and the key to preserve
and sustain our licence to operate.
We have strong relationships with our
key stakeholders, creating dialogue
to understand their needs and work
with them proactively to add and
share value, through industry forums,
local community organisations,
government bodies and employee
unions. Over 4.1 million people across
local communities are benefited through
our various activities across business.



Y I P

@ Exploration

We focus on extending the life of our mines
and oilfields through focused exploration,
aimed at increasing our Reserve and
Resources (‘R&R’) base over and above
what we extract each year. We prefer to
explore brown field opportunities across
our current asset base, and a few select,
large scale, low-cost, green field sites.

Asset development

We develop our resource base to optimise
both production and the life of the resource.
We also develop processing facilities that are
strategically located close to our resources to
optimise our costs and access to markets. As
mines reach the end of their lives, we work
to remediate and rehabilitate them back

to their original natural characteristics.

Extraction

Our operations are focused on mining
metals and bulks and extracting. We
operate mines in India, Africa, Australia
and Ireland, extracting zinc, lead, silver, iron
ore, bauxite and copper. We produce oil &
gas from three operating blocks in India.

Processing

In line with our integrated value chain, we
produce refined metals by processing and
smelting the ore that we extract out. We
have smelters and other processing facilities
in India and Africa. We generate our own
power for most of our operations, selling any
surplus. We also sell power generated by our
independent power plants and wind farms.

Value addition

While we are primarily upstream, we
selectively add value by converting some
of our primary metal products into higher
margin products such as sheets, rods, bars
rolled products at our zinc, aluminium

and copper businesses, depending on

the profitability of adding value and the
customer demand for these products.

High value outputs

Natural resources

Our diversified portfolio produces high
quality metals and minerals, LME-
branded refined metals, and Oil & Gas,
delivering industry leading EBITDA
margins of over 40% (excluding custom
smelting). Our business activities are
underpinned by a well-established
sustainability framework to minimise
our environmental footprint.

People and skills

We invest in developing our workforce
delivering over 1.1 million hours of
training, including over 81,000 hours of
health and safety training. We attract
and retain talented employees through
management training and development
programmes supported by specific
initiatives to encourage gender diversity.

Governments

We are a substantial contributor to the
economies where we operate, both as
an employer and a tax payer. We paid a
total of US$5.3 billion in taxes and levies
across the Group in the FY2013-14.

Society

We make an economic and social
contribution to the communities

where we operate, investing US$49.0
million in FY2013-14 in building
hospitals, schools and infrastructure
and providing community programmes
for around 4.1 million people.

Customers

We deliver high quality raw materials for
our customers in line with international
standards for quality, settlement terms
and delivery dates. We operate more
than 25% of India’s oil production and
contribute to the nation’s energy security.
India has a deficit power market and we
are a large generator of power in India.

Shareholders

We have a progressive dividend policy
and have returned US$1.4 billion in
dividends to shareholders since the
IPO in 2004. We delivered a total
shareholder return of 200% since the
Vedanta listing in London in FY2004.

Annual report and accounts FY2014  Vedanta Resources plc
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Strategic Report

Strategic framework

Vision

To be a world dass, diversified resources
company providing superior returmns to our
shareholders, with high quality assets, low-cost
operations and sustainable development.

Strategy

To deliver growth,
long-term value and
sustainable development
through our diversified
portfolio of large, long-life,
low-cost assets.

Growth Q

We focus primarily on growing our assets
organically by growing our resource

base and investing to expand our
capacity and increase our production
volumes, complemented with selective
acquisitions where we can use our
strategic capabilities to add significant
value to large, proven assets.

Long-term value 6

We aim to be a low-cost operator across
all our businesses, optimising our cost
and operational performance through
a culture of continuous improvement.
We maintain a continuous focus on
exploration to ensure we are adding to
our reserves and resources at a faster
rate than we are depleting them. We
seek to drive synergies from integrating
the Group and consolidating and
simplifying our group structure.

Sustainability @

We are committed to providing a

safe, secure and healthy workplace

for our employees by optimising our
consumption and minimising our
environmental footprint. We aim to
forge strong relationships with all our
key stakeholders and to contribute to
the development of our employees and
of the communities where we operate.
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To drive our strategy forward, we
have set five strategic priorities
and this table summarises our
progress against these priorities.
More detail is covered in the
Financial Review on pages 40

to 47, the Operational Reviews
for each commodity on pages
48 to 75 and the Sustainability
Review on pages 24 to 29.




What we said we would do What we have done Objectives for 2015 and beyond

Strategic priorities

o Disciplined capital allocation: low
risk and phased development.

o Sustained operational excellence
and cost efficiencies.

o Active engagements
with Governments.

e Production ramp-up from
well-invested assets.

o Generate positive free cash flow
from all businesses.

o Utilise cash flows to deleverage
balance sheet.

e Development and exploration
on track to realise Rajasthan
basin potential.

o Continued focus to more than
replace production.

o Sesa Sterlite merger
e Buyouts of GOI's stake in JZL and
BALCO.

e Continued focus on eliminating
fatalities.

e Achieve growth to 1.2mtpa mined
zinc lead metal by FY2017.

o Achieve exit production rate of
200k-215kboepd of Oil & Gas at
Rajasthan.

o Feasibility study of Gamsberg.

e Ramp up of mine development at

Konkola to realise its full potential.

Phased development of the

Liberia mining project.

Continue focus on securing

bauxite and coal.

e Deleverage balance sheet with
increase in free cash flow after
project capex.

o Exploration to achieve basin
potential of 300kboepd in
Rajasthan.

o Redalise full synergies of Sesa
Sterlite merger.

e Pursue buyout of Gol stake in HZL
and BALCO.

e Reduce LTIFR (‘Lost Time Injury
Frequency Rate’) to 0.7 by 2014

o Commercial production from the
Rampura Agucha and Kayad
mines, but slower than expected
ramp-up of underground mining.

o Achieved 200k boepd of Oil & Gas
production in March 2014 at
Rajasthan.

e 51,500 metres of exploration
drilling conducted confirming
positive results of R&R in Liberia.
Evaluating logistics actions for
project.

o Feasibility study of Gamsberg
underway. Evaluating technical
options.

o Konkola Deeps slower than
expected following the bottom
shaft loading being completed.

o Pursuing multiple options for
bauxite sourcing with Odisha
Government.

o Increased production of Oil & Gas,
zing, lead and silver at Zinc India
and improved performance at
Aluminium but lower production
at Copper Zambia and Zinc
International.

o Free cash flow after growth capex
of US$1.6 billion.

o Net debt reduced by US$2.1 billion
over last two financial years.

o Achieved 100% reserve
replacement ratio at Oil & Gas and
Zinc India.

e Merger completed.

e Indian Cabinet of ministers has
approved the stake sale of HZL
and BALCO through auction route.
Vedanta shareholder approval
taken.

e LTIFR reduced to 0.54 (operation
and projects) and 0.68 (operations

Commence and stabilise
production from aluminium and
power assets.

Commence production from
BALCO Coal Block.

Resume iron ore operations

at Goa.

Ramp up volumes at KCM and
focus on underground mine
development.

Continue focus on securing coal
and bauxite.

Provide a safe way to resume
copper mining operations at
Australia.

Increase silver production.

Work towards transitioning open
pits to underground mining at Zinc
India, and taking the mined metal
capacity to 1.2mtpa of zinclead
metal by FY2017.

Ramp-up production at the
Rajasthan Oil & Gas fields.

Deleverage balance sheet with
increase in free cash flow after
project capex.

Achieve reserve replacement ratio
of 150% in next three years at
Rajasthan Oil & Gas.

Continued focus on exploration at
all our mines.

Realise synergies of Sesa Sterlite
merger.

Pursue buyout, subject to
Government auctioning the stake.

Focus on eliminating fatalities.
Target to reduce LTIFR (operations

o Stakeholder engagement. and 0.5 by 2015. only). & projects) to 0.51.
o Allsites to upgrade Stakeholder o All Scott Wilson recommendations e Allsites to review their needs and
Engagement Plans (‘SEPs’) as per implemented. impact assessments and SEPs by

Sustainability Framework.

e Implementation of all 29 Scott
Wilson recommendations.

o Continue structured community
development programmes.

o All major sites upgraded their
existing SEPs, implementation
in progress.

o US$49 million contributed to
community development,
benefiting 4.1 million people.

Annual report and accounts FY2014

2015-16.

Ensuring 100% coverage of
Human Rights and Code of
Conduct training for all new hires.
Structured community
development programmes

to continue.

Vedanta Resources plc
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Strategic Report

Sustainability report @

Over the past decade, Vedanta

has been on a journey to deliver
high-quality assets and low-cost
operations, with sustainable
development underpinning all our
activities. The development of our
Sustainability Framework over the
last few years provides us with a
robust structure to deliver this
supported by our three sustainability
pillars — Responsible Stewardship,
Building Strong Relationships and
Adding and Sharing Value. This
approach also enables us to drive
consistency across all our subsidiary
companies and during the year

we have further embedded the
standards and processes required
to achieve this.

Sustainability is an ongoing journey for any business.
This anniversary provides us an opportunity to reflect
the journey of growth and delivery we have been on
and how we have integrated sustainable working
QCross our businesses.

Key highlights

o All Scott Wilson recommendations
implemented

e 37% reduction in LTIFR in last
four years

e 59% of employees received
Code of Conduct and Human
Rights training

e US$49.0 million contributed to
community development,
benefiting 4.1 million people

e Reduction in Category four
and five environment spillages

e US$5.3 billion paid in taxes
and royalties

More details are included in our Sustainable
Development Report

www.vedantaresources.com/Sustainable
Development2013-14

Sustainability Model

" Responsible
Stewardship

Responsible governance
supports relationship
building

Value will help us
to enable a license
to operate

Long-term ¥
sustainability 2

Addingand %

Sharing Value

Relationships enable us to contribute
to wider society
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“Our success is bound to
ensuring that we operate

in the safest manner,
protecting our workforce
and surrounding
communities, and engaging
with these communities in
a way that builds trust and

delivers sustainable benefits”

Responsible stewardship

This encapsulates our approach to managing
our risks and how we conduct our business
ethically. It also guides us in ensuring the
health and safety of our workforce and how
we minimise our environmental footprint.

Building strong relationships

We work hard to engage with our
stakeholders to understand their key
concerns and expectations of our business.
Proactive engagement also enables us

to identify opportunities and mitigate

risks by understanding and responding

to issues rather than reacting to them.

Adding and sharing value

We believe our role is to create value for

all our stakeholders; not just through

the financial value we create for our
shareholders but the non-financial value

we add to society. As a business we make

a considerable economic impact through
employment, payment of taxes and royalties
and building local infrastructure such as
roads, schools and healthcare centres.

Implementing our sustainability
framework

Our Framework provides clear, structured
guidance to all of our subsidiary businesses
to manage their business sustainably.

It is comprised of a full set of policies,
technical and management standards
and supporting guidance notes aligned
to international standards including
International Finance Corporation
(‘IFC’), ICMM and OECD guidelines.

Over the last two years we have further
embedded the Sustainability Framework and
implemented its practices and standards. To
date more than 9,000 employees have been
trained on our Sustainability Framework.
This year, we continued providing training

to our management teams to ensure

there was a solid understanding of the
Framework’s requirements. We cascaded
information down to our businesses,
providing on-site training to managers to
ensure compliance by their teams. Now all
our new projects are implemented as per
our Sustainability Framework guidelines.

Vedanta sustainability assurance
program (‘VSAP’)

We are using our Sustainability Assurance
Program — VSAP — as our assurance tool to
assess the compliance of all our businesses
with the Framework and identify where
gaps exist and how to bridge those gaps.
The assurance model has 16 modules,
which cover environment, health, safety etc,
human rights and community elements. The
assurance system works on the premise of
tracking corrective and preventive action by
our subsidiaries and undertaking periodic
formal audits by the corporate sustainability
team, supported by external experts.

Materiality

This year we undertook a more rigorous
materiality exercise in which external
stakeholders and the Vedanta Management
team (internal stakeholders) were invited,
through a variety of engagements, to
discuss the issues which were of more
material concern to them. This has focused
our reporting on what matters most to

the people concerned with Vedanta and

is a key element in the development

of our approach to sustainability.

These engagements enabled us to identify
the priorities and expectations of our
stakeholders and our management. We
have translated these priorities into material
business issues and mapped them onto

the materiality matrix published in our
Sustainable Development Report 2013-14.

Engineers at aluminium smelting complex, BALCO.

2
Computer education programme for children, HZL.

3
Tree plantation, KCM.

More details are included in our Sustainable
Development Report

www.vedantaresources.com/Sustainable
Development2013-14
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Strategic Report

SUStClInClblllty report continued

Responsible Stewardship guides us in ensuring the
health and safety of our workforce and minimising

our environmental footprint.

1
Engineers at Jharsuguda power plant, Sesa Sterlite.

Lost Time Frequency Rate
(per million man hours)

0.86 (g3

055  0.54

2011 2012 2013 2014’

1 From this year we are reporting LTIFR
(operation and projects) both.

26 Vedanta Resources plc

Health and safety

The health and safety of our people remains
a key focus and, while we have made many
improvements in how we run our business,
our rate of fatalities and serious injuries
remains completely unacceptable and we
are saddened to report 19 fatalities this
year. Work has been done to address this
and we will continue to improve through
more rigorous training, forensic risk
mitigation and constant reinforcement of
our expectations, particularly by working
closely with our contractors. Across our
businesses 81,000 man hours of safety
training have been delivered this year and
we have seen a reduction in the injury rates
during the year in line with the trend over
the past five years where our Lost Time
Injury Frequency Rate (operations and
projects) has reduced from 0.86 to 0.54.
Whilst working in the extractive industry
inevitably brings with it an element of risk,
Vedanta is committed to mitigating this
through a careful, diligent approach to
safety. This year we continued our journey

Annual report and accounts FY2014

to embed a zero harm culture, with targeted
programmes for our high-risk operations. Our
approach begins with hazard identification
and risk assessment. Management systems
are designed to identify and remove

unsafe conditions, train our people in safe
practices and ensure correct behaviour
through management leadership.

We have identified six Key Focus Safety
Areas (these are covered in detail in our
Sustainable Development report) and
have rolled out targeted programmes to
directly address those risks. The areas were
identified on the basis that approximately
75% of incidents causing lost time due

to injury or fatalities fell within them.

We are guided by internationally recognised
standards on health and safety. All our
subsidiary businesses are obliged to ensure
that their safety management programmes
meet the requirements of the Sustainability
Framework which incorporates guidance
from the International Finance Corporation’s
Performance Standards (‘IFC’) and other
relevant international standards. In addition,
44 out of 52 sites are OHSAS 18001 certified.

Environment

Environmental management forms a key
component of our Sustainability Framework
and is applied to the entire lifecycle of all
our operations with processes mapped
against international standards, such as
the ISO 14001 and ISO 50001. We disclose
our environmental performance to the
Carbon Disclosure Project, and our score
again improved this year to achieve 82
points and a performance grade B. This
saw Vedanta ranked ninth among 31 FTSE
350 companies in the materials category.

Our continuous improvement projects
in air, water and energy management
have made good progress, but the
business has much more to do to
meet our own challenging targets.

Environment management

We understand that the nature of our
operations has implications for the
environment in different ways — through the
emission of particulates, wastes generated
in mining, refining and smelting processes,
water consumption and changes in land use.

As part of continual improvement, we plan
to obtain ISO 14001 certifications at all
our sites, as of now 45 of our 52 operations
are certified, with three additional sites
obtaining certification in 2013-14. This
year, in total we spent US$60 million

on environmental management.



Our Energy and Carbon policy commits

Green House Gas Emissions

our operations to adopt and maintain g

global best practices in carbon and energy e i | ettt

management and to minimise greenhouse A

gas (‘GHG’) emissions. Although reducing Zinc India 4,576,813 174083 Ny

our GHG emissions is a challenge as the Zinc International 40,034 770,296 |

majority of our operating sites are in Copper India/Australia 1,230,907 174,593

developing countries where sources of Copper Zambia 110,512 13,513

renewable energy are limited however Aluminium 18,317,289 15,419

we fully support the global campaign to Power 9,243,526 6,444

reduce GHG emissions. The management Iron ore India 1,378,925 5,515

plans and improvement projects are 0il & Gas 1,051,143 7.347

in place to address this challenge. We

calculate and report Green Hogse Gas Total 35,949,149 1,167,209

Inventory i.e. Scope 1 (Process emissions

and other direct emissions) and Scope 2

(purchased electricity data) as defined under =

World Business Council for Sustainable Performance and tal'gets 3

Development (‘WBCSD'’s’) and World o o 5

Resource Institute (‘WRI’s') GHG protocol. g(l))%c_t‘:zes and Targets Status F:;Et’);r;ance FY2013-14 (z)(t))ﬁc_t‘l]\ées and targets i‘
1]

Environment incidents Health and safety §

We strive for zero environmental incidents
and have a robust internal process for
managing any incident that does occur.
During the reporting period, there was
only one higher category (Category 4)
environmental incident reported at HZL
operations. The details are provided in
the Sustainable Development Report.

There have been 19 fatal Achieve zero fatal accidents
accidents. All incidents have

been investigated. Lessons

learned are shared across Group

companies to avoid recurrence

Achieve zero fatal accidents

o

LTIFR:0.54' LTIFR to be less than or equal to
LTIFR (Operation only): 0.68 0.51

Lost time injury frequency rate e
(‘LTIFR’) to be less than or equal to
0.70 (operational only)

TRIFR:1.55' TRIFR to be less than or equal to
TRIFR (Operation only): 1.94 1.47

Total recordable injury frequency
rate (‘TRIFR’) to be less than or
equal to 1.7 (operational only)

Water and energy savings

Due to disruption in production at our

Tuticorin copper smelter, CMT, Lanjigarh

and Goa iron ore operations and further

delay in the commencement of some

scheduled initiatives, we could not achieved

our targeted water and energy savings EnNSCnInee

during the year. Further, our KCM mines i e
) gs of water

have had to withdraw large amounts 612

of underground water due to the high Energy Savings — Million GJ - 2.15

water table in the region. Excluding

KCM, the absolute water and energy

savings were 2.53 MCM and 1.33 GJ.

Behaviour-based safety module  Behaviour-based safety training
initiated at our HZL and Sesa module to be rolled out to other
Sterlite — Jharsuguda subsidiaries subsidiary businesses

Behaviour-based safety training
module to be piloted at one site

Owing to disruption in production
at our Tuticorin Copper, CMT, —-2.49

Lanjigarh and Goa iron ore Energy Savings — Million G] —
operations and further delay in 0.83

the commencement of some

scheduled initiatives, the Group

could not achieved the estimated

water and energy savings. Further,

our KCM mines have had to

withdraw large amounts of

underground water due to the high

water table in the region. Excluding

KCM, the absolute water and

energy savings was 2.46 MCM and

1.07G]

Water Savings — MCM of water

2
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Biodiversity management plans

Progress has been made across all our
businesses to engage experts and establish
Biodiversity management plans (‘BMP’s’) to
meet our FY2015-16 deadline. All our high
priority sites like HZL, Skorpion Zinc, KCM
and Black Mountain have either initiated the
process or already have the BMP’s in place.

Report on Scope 3 emissions
disclosure by 2015-16

Subsidiary businesses
established the systems and
started reporting Scope 3
emissions

Report on Scope 3 emissions by
2015-16

©
()

Waste management

Our mining, smelting and refinery operations
generate significant amounts of non-
hazardous wastes and some hazardous
wastes. The bulk is mineral waste, generated
by the mining of ore and its processing

and the smelting of metals. Our main
priority is to reduce both the quantity

and toxicity of our waste, followed by
recovery, reuse and recycling, with disposal
in landfill or by incineration. More detail

on our performance in this area is covered

in our Sustainable Development Report.
During the year, we reused 71% of non-
hazardous waste into various use and
achieved our target of a 5% increase in
overall non-hazardous waste recycling rate.

UOIIDWLIOU] [DUOIHPPY

5% increase in non-hazardous
waste recycled tonnage against
FY2013-14

Total generation (to Q3) —
10.28 million MT

5% increase in non-hazardous
waste recycled tonnage against
FY2012-13
Total recycled (to Q3) —
7.62 million MT

Total recycling rate — 74%

Initiation of high risk Biodiversity
Action Plans (BAPs) across all sites

High risk BAPs are being initiated By 2015-16, all sites to have BAP
at our KCM, ZI and HZL in place
subsidiaries

All new projects at KCM, HZL
and Zinc International are being
managed as per framework.
Similarly, Lisheen site closure
plan has been put in compliance
with the framework

Continue to monitor new
projects and site closure as per
the Sustainability framework

Continue to monitor new projects e
and site closure as per the
Sustainability Framework

9 Not achieved

e Achieved e In progress

1 From 2014 we require our subsidiary businesses to report on both operational and new projects LTIFR, which is a combined
figure and target.
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Strategic Report

SUStalnClblllty report continued

Building strong relationships enables us
to add value for all our stakeholders.

Health check-up programmes, BALCO.

Stakeholder engagement

We engage with seven stakeholder groups
including employees, communities,
industry, host governments, civil societies,
shareholders and investors. Throughout the
year around 3,800 stakeholder engagement
meetings took place, with community
leaders, non-governmental organisations
(‘NGOs’), governments and government
bodies, academic institutions and around
250 partnerships are now in place.

: Host
. governments

Industry

Civil society

28 Vedanta Resources plc

Communities

Vedanta

Performance and targets

Objectives and targets Status Performance FY2013-14 Objectives and targets

FY2013-14 (Feb’13) 2014-15

Building Strong

Relationships

All sites to upgrade their existing All major sites upgraded their Implementation of SEPs to be

Stakeholder Engagement Plans existing SEPs as per the monitored. All sites to review

(‘SEPs’) Sustainability Framework, their needs and impact
implementation in progress assessments and SEPs by

2015-16

Human rights training to e Human rights and Code of Ensure 100% coverage of

be continued as part of the Conduct training is now included human rights and code of

Sustainability Framework training as aregular part of the training  conduct training for all new hires

calendar calendar

All sites to develop/upgrade e All major sites upgraded their Implementation of Grievance

grievance management systems existing Grievance management  systems to be monitored

systems as per the Sustainability

Framework

0 Achieved e In progress

Managing and responding to our
stakeholders

The stakeholder engagement process (‘SEP’)
is updated as per Vedanta Sustainability
framework and is now followed for all existing
and new projects. In our new projects,

such as Gergarub, Namibia and Western
Clusters, Liberia, an extensive SEP process
was followed. This included commissioning
baseline studies, holding public consultation
meetings and meetings with authorities.

Employees

Lenders

Annual report and accounts FY2014

9 Not achieved

Community engagement

The long-term success of our business is
dependent upon building trust with our

host communities. All our businesses have
implemented local community engagement
plans, with grievance procedures in place

so that any issues can be raised locally.

All community incidents and grievances

are recorded and closed appropriately.

Human rights

Our policy is aligned to the UN Guiding
Principles on Business and Human Rights,
and includes a ban on child or forced

labour — either directly or through contract
labour. Additionally, our Code of Conduct
commits us to comply with all relevant

laws and regulations, underpinning our
approach to protect the fundamental rights
of our employees and contract workforce.
Particular attention is paid to the rights of
indigenous people and vulnerable tribes
and a specific management standard

and guidance note has been rolled out to
control how projects should address this
issue. Human rights training is an integral
part of our Sustainability Framework
implementation, with around 20,000 man
hours of training on human rights and

Code of Conduct was given in FY2013-14.
Further, led by the Sustainability Committee,
we undertook internal reviews related to
human rights and risk assessment. The
human rights audit and risk assessment
review was commissioned to ensure that all
our subsidiaries have a clear understanding
of the areas of possible risk pertaining to
human rights. Following the assessment, it
was recognised that whilst robust control
systems were in place, greater visual displays
of our Code of Conduct, policies and control
procedures should be in place at more
remote locations, where the risk is highest.



Adding and sharing value with all our stakeholders is

key to our licence to operate.

Employees
Total Manpower (as on 31st March 2014)

Employment Category Gender Australia Zambia Namibia Ireland  South Africa India Liberia Total
Full time employees Male 102 6,632 646 332 636 17,050 12 25,410
Female 10 632 109 42 90 1,446 0 2,329
Contract employees Male 199 8,433 582 18 487 47,759 70 57,548
Female 4 834 0 6 84 1,501 15 2,444
Grand Total 315 16,531 1,337 398 1,297 67,756 97 87,731
Gender Breakdown Our subsidiaries companies namely BALCO, Chattisgarh and Odisha, reaching out to
HZL, SSL-Iron, KCM & Zinc International sites 2,500 deprived children. Further examples
Mtz etz have recognised unions while other locations  of our community programmes are covered
Board 100.0% _ have adequate systems and processes in our Sustainable Development Report.
Senior management  96.9% 31% for employee development, appraisal,
S S remuneration and grievance redressals. Host Governments
Total workforce 91.6% 8.4% We contribute to the economies where
Communities we operate through payments to the
Gender based attrition rates: We have seven discrete focus areas in Exchequer and salary payments to our
our community programmes: health, substantial workforce, in particular in India
201314 education, sustainable livelihoods, women and Zambia. This year, we contributed
Attrition Male Female empowerment, community asset creation, US$5.3 billion to host governments by way
Full time employees  4.04% 0.88% bio-investment and integrated village of taxes and royalties. Direct economic

Employees

Our growth and success is dependent

on our employees. We create a high
performance work culture, investing in 1.1
million training hours for all staff, averaging
40 man hours per employee to enable
employees to develop their potential. This
year, we continued our spotlight on bringing
more women in to our business, with the
proportion of women in the business

rising to 8.4%. Further, we have taken an
objective of 25% women representation
at the Vedanta Board level by 2015

with no appointment made to date.

We also focus on recruiting from the
communities that surround our operations to
encourage local employment opportunities.
Over the reporting period, the total
percentage of senior management who

are locally hired is: India (91%), Australia
(100%), Zambia (59%), Namibia (Nil),
Ireland (100%) and South Africa (40%).

We also continued with our programmes

to recruit graduates; an essential element

in building a strong talent pipeline for the
future. This is augmented with our ACT-UP
50 stars of business programme which
identifies ‘future ready’ leaders to effectively
transition into senior leadership positions.

Our attrition rate for the period stands at
492%.

development. During FY2013-14 we
invested approximately US$49 million in
community programmes, benefiting some
4.1 million people. One particular campaign,
‘Vedanta Khushi’, has focused on raising
awareness of the needs of underprivileged
children in India and as part of this, we have
twinned with 112 schools in Rajasthan to
support their renovation and 75 childcare
centres in rural Rajasthan, Tamil Nadu,

Performance and targets

Objectives and targets Status

2013-14

Performance FY2013-14
(Feb’13)

benefits are also generated through the
employment of around 90,000 permanent
employees and contractor employees, and
through the estimated 500,000 indirect
employment our operations generate.

More information on our work with
other stakeholders can be found in
our Sustainable Development Report
at www.vedantaresources.com/
SustainableDevelopment2013-14.

Objectives and targets
2014-15

Training and development

7]

Improve coverage of Code
of Conduct training program
(% of workforce coverage)

59% of employees have been
trained in Human rights and
Code of Conduct training

Ensuring the 100% coverage
of Human rights and Code
of Conduct training for all
new hires

Identification and mentoring of
next generation of leaders
through integrated and intensive
development exercises to
encourage and enable an ability
to assume more senior roles and
responsibilities

@

50 leaders have been identified
and are being mentored for the
senior leadership roles

Identification of next set of
50 stars

Diversity

25% women representation at
the Vedanta Board level by 2015

o

Vedanta has been actively
searching for and interviewing
woman candidates, with no
appointment made to date

25% women representation at
the Vedanta Board level by 2015
(all appointments will be made
on merit)

5% of total women hiring at
lateral and fresher level

©

e Achieved e In progress

9 Not achieved
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Strategic Report

Key performance indicators

Vedanta has identified the key

Growth @

performance indicators that it
believes are useful in assessing
how well the Group is performing

against its strategic aims.

They encompass both financial

and non-financial measures.

Long-term value €

ROCE’ (%)

21.0

- V15%

1.3

2011 2012 2013 2014

Description

This is calculated on the basis of operating profit
before special items and net of tax as a ratio of
capital invested in operations as at the balance
sheet date, and excludes investment in project
capital work in progress and exploration assets.
The objective is to consistently earn a post-tax

return above the weighted average cost of capital.

Commentary

ROCE without project capital work in progress
and exploration assets in FY2013-14 was 14.9%
as compared to 17.5% in the previous year.

1 Excluding work in progress and exploration assets.
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Underlying EPS (US cents)

Y757

142 135

34

11 1 |

2011 2012 2013 2014

Description

This represents net profit attributable to equity
shareholders and is stated before special

items and their attributable tax and minority
interest impacts. By producing a stream

of profits and EPS we will be able to pay a
progressive dividend to our shareholders.

Commentary

Underlying EPS at 34.2 US cents per share was
lower compared to the previous year of 134.8

US cents per share. This was impacted due to
reduced prices, one-off items in interest cost such
as Jharsuguda Plant 2 interest non-capitalisation,
accelerated interest amortisation on a convertible
bond with put option due in May 2014 and its
associated tax provision, and a higher effective tax
rate in FY2013-14 as compared to previous year.

Annual report and accounts FY2014

Revenue (US$bn)

140 14.6

N | [T Mz

2011 2012 2013 2014

Description

Revenue represents the value of goods and
services provided to third parties during the year.

Commentary

Revenue was lower due to weaker commodity
and oil prices along with the temporary forced
business closures at our iron ore operations
and copper Tuticorin smelter. Further, lower
volumes at our Copper Zambia and Zinc
International businesses also reduced revenue.
This has been partially offset by improved
operating performance along with volume
increases at Cairn India and Zinc India. This
resulted in revenues for the year of US$12,945.0
million, 11.6% lower than the previous year.

Dividend per share (US cents)

8.0 61.

| 0
S Y2

2011 2012 2013 2014

Description

Dividend per share is the total of final dividend
recommended by the Board in relation to the year
and interim dividend paid out during the year.

Commentary

We have been able to maintain our commitment
to a progressive dividend policy, raising the total
dividend to 61 US cents per share this year, up 5%.



EBITDA (US$bn)

o g0/

2011 2012 2013 2014

Description

Earnings Before Interest, Taxes, Depreciation and
Amortisation (‘EBITDA’) is a factor of volumes,
prices and cost of production. This measure is
calculated by adjusting operating profit for special
items, and adding depreciation and amortisation.

Commentary

EBITDA for FY2013-14 was lower by 8.5% at
US$4,491.2 million as compared to US$4,908.9
million in FY2012-13 primarily due to lower
commodity prices, a higher profit petroleum share
to Government of India, partly offset by better
operating volumes at Cairn India, Zinc India and
Aluminium business despite the temporary forced
business closures referred to above. These impacts
were partially mitigated by cost control measures
and currency fluctuations during the period.

Sustainability @

LTIFR? (per million man hours)

vz

086 g3

0.55

0.54

2011 2012

2013 2014

Description

The Lost Time Injury Frequency Rate (‘LTIFR’) is
the number of lost-time injuries per million man-
hours worked. This includes our employees and

contractors working in our operations and projects.

Commentary

We have been able to sustain reduction in
LTIFR with a 37% fall over the last three years.
Additionally, we have initiated structured
programmes to review and remove any
unsafe conditions at our plants. More focus

is being given to incident reporting.

2 Starting from this year we are reporting combined LTIFR
for operations and projects and previous year numbers
have been restated accordingly.

Free cash flow (US$bn)
35

w1476

2011 2012 2013 2014

Description

This represents net cash flows before investing
in expansion projects and dividends paid out
by Vedanta. This measure ensures that the
profit generated by our assets is reflected by
cash flow in order to fund future growth.

Commentary

Free cash flow was US$3,016.5 million in
FY2013-14 as compared to US$3,534.7
millionin FY2012-13. EBITDA conversion to
free cash flow was 67.2% as compared to
EBITDA conversion to free cash flow of 72.0%
in FY2012-13 mainly due to increased interest
charges due to non-capitalisation of interest
of Jharsuguda Plant 2 and higher special
items in FY2013-14 as compared to previous
year. Cash flow generation after expansion
capital expenditure was US$1,591.9 million,
marginally higher than the previous year.

Gender diversity (%)
85 g5 g1 84

RAVZ

2013 2014

2011 2012

Description
The percentage of women in the total permanent
employee workforce.

Commentary

We nurture passionate talent and provide
equal opportunities to men and women. During
FY2013-14, women employees comprised
8.4% of our employees. We initiated special
recruitment drives for providing career
advancement to women, including planned
rotation through corporate functions.

Capex spent (US$bn)

T PAREIZ

2011 2012 2013 2014

Description
This represents the amount invested in our
organic growth programme during the year.

Commentary

Expansion capital expenditure during the

year was US$1,424.6 million as compared to
US$2,019.1 million, down by US$594.5 million.
The capital expenditure reflects the Company’s
disciplined approach to capital allocation.

CSR footprint (million benficiaries)
41

1 B

2011 2012

2013 2014

Description

Total number of beneficiaries through our
community development programmes
across all our operations.

Commentary

We benefited over 4 million people this

year through our continuous efforts in the
community development projects comprising
community health, nutrition, education,
water and sanitation, sustainable livelihood,
women empowerment and bio-investment.
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Strategic Report

Principal risks and uncertainties

Our multi-layered risk management framework is
aimed at effectively mitigating various risks which
our businesses are exposed to in the course of their
operations as well as in their strategic actions.

Our businesses are exposed to variety of
risks which are inherent to an international
mining and resources organisation.
Resource companies carry with it a
significant element of constantly evolving
risks, making it essential for them to
develop necessary systems to manage
the risks, while simultaneously balancing
the relative risk/reward equations
demanded by its stakeholders. In addition,
the nature of our business operations

is long term, resulting in several of the
identified risks being enduring in nature.

Our risk management framework is
designed to be a simple, consistent and
clear for managing and reporting risks from
the Group’s businesses to the Board. Risk
management is embedded in our critical
business activities, functions and processes.
Materiality and tolerance for risk are key
considerations in our decision-making.

Our management systems, organisational
structures, processes, standards, code

of conduct together form the system

of internal control that govern how

we conduct the Group’s business and
manage the associated risks.

We have a multi-layered risk management
framework aimed at effectively mitigating
the various risks which our businesses are
exposed to in the course of their operations
as well as in their strategic actions. We
identify risk at the individual business level
for existing operations as well as for ongoing
projects through a consistently applied
methodology, using the Turnbull matrix.

Formal discussion on risk management
happens in business level review meetings
at least once in a quarter. The respective
businesses review the risks, change in the
nature and extent of the major risks since
the last assessment, control measures
established for the risk and further action
plans. The control measures stated

in the risk matrix are also periodically
reviewed by the business management
teams to verify their effectiveness.
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These meetings are chaired by business CEOs
and attended by CXOs, senior management
and concern functional heads. Risk officers
have been formally nominated at all
operating businesses as well as Group level
whose role is to create awareness on risks

at senior management level and to develop
and nurture a risk management culture
within the businesses. Risk mitigation plans
form an integral part of KRA/KPI process

of process owners. Structured discussion

on risk management also happens at

SBU levels on their respective risk matrix
and mitigation plans. Governance of risk
management framework in the businesses
is anchored with their leadership team.

As mentioned in the last years report, formal
discussion on risk management happens

at Group level once in a quarter. The Group
level Risk Management Committee meeting
is attended by Group senior management,
entity CXOs, risk officers and other members.

The Board of Directors has the ultimate
responsibility for management of risks
and for ensuring the effectiveness of
internal control systems. The Audit
Committee aids the Board in this process
by identification and assessment of any
changes in risk exposure, review of risk
control measures and by approval of
remedial actions, where appropriate.

The Audit Committee is in turn supported

by the Group Level Risk Management
Committee (‘GRMC’), which helps the Audit
Committee in evaluating the design and
operating effectiveness of the risk mitigation
programme and the control systems.

In addition to the above structure,

other key risk governance and oversight

committees include the following:

e Group Treasury Risk Management
Committee has an oversight on the
treasury related risks. This committee
comprises of Group CFO, business CFOs
and Treasury Heads at respective
businesses.

e Group Capex Sub-Committee which
evaluates the risks while reviewing any
capital investment decisions as well as
institutes a risk management framework in
expansion projects.

Annual report and accounts FY2014

e Vedanta Board Level Sustainability
Committee which looks at sustainability
related risks. This committee is headed
by a Non-Executive Director and has
Group CEO and other business leaders
as its members.

As stated above, every business division

in the Group has developed its own risk
matrix of Top 20 risks which gets reviewed
at Business Management Committee

level. In addition, business divisions have
also developed their own risk registers
(comprising of 75—100 risks or at times
even more) depending on size of operations
and number of SBUs/locations. These

risks get reviewed in SBU level meetings.

Our principal risks, which have been assessed
according to impact and likelihood, are
described on the following pages. The
order in which these risks appear does not
necessarily reflect the likelihood of their
occurrence or the relative magnitude of
their impact on our business. While our risk
management framework is designed to
help the organisation meet its objectives,
there can be no guarantee that our risk
management activities will mitigate or
prevent these or other risks from occurring.

“Our risk management
framework is designed to be
a simple, consistent and
clear for managing and
reporting risks from the
Group’s businesses to the
board.”



Risks & Impact

Mitigution Plan

Delay in commencement of production facilities in aluminium business

Some of our projects have been completed (pending commissioning)
or nearing completion. The timing, implementation and cost of these
expansion projects are subject to a number of risks, including delay in
obtaining necessary approvals which may delay or prevent us from
commencing commercial operations at some of these projects.

We are in the process of securing key raw material linkages for our
alumina/aluminium business. In order to meet our bauxite
requirements, continuous dialogue is happening with the State
Government for allocation of new mining leases. Sourcing of bauxite
from mines in neighbouring states is also being pursued.

Various infrastructures related challenges have been/are being
addressed. Requisite approvals for the commencement of our
production facilities are being pursued.

A strong management team is in place to work towards sustainable
low cost of production, operational excellence and securing key raw
material linkages. With Sesa Sterlite merger process completed, we

have progressed one step further in this direction. Further details in

this connection are included in the Aluminium business section.

Extension of Production Sharing Contract of Cairn beyond 2020 or extension at less favourable terms

Cairn India has 70% participating interest in Rajasthan Block. The
production sharing contract (‘PSC’) of Rajasthan Block runs till 2020.
Challenges in extension of production sharing contract of Cairn
(beyond 2020) or extension at less favourable terms may have
implications.

PSC has certain enabling provisions for extension of the terms. During
the year, we continued to engage effectively with all Government
stakeholders for an informed policy discourse.

FY2013-14 saw increased engagement between Ministry of
Petroleum & Natural Gas and industry associations to improvise
regulatory and operational environment.

Formal application for extension of the licence term as provided in the
Production Sharing Contract has been submitted to the Ministry of
Petroleum and Natural Gas.

Reliability and predictability in operational performance

Our operations are subject to conditions and events beyond our
control that could, among other matters, increase our mining,
transportation or production costs, disrupt or halt operations at our
mines, smelters and power plants and production facilities for varying
lengths of time or even permanently. These conditions and events
include disruptions in mining and production due to equipment
failures, unexpected maintenance problems and other interruptions,
non-availability of raw materials of appropriate quantity and quality
for our energy requirements, disruptions to or increased cost of
transport services or strikes and industrial actions or disputes.

Also challenges at KCM in terms of volume ramp up and cost can
impact its profitability.

Asset utilisation and cost of production (‘CoP’) continues to be a
priority area. We carry out periodic benchmarking of cost of
production and other operational efficiencies with the objective of
being in the top decile in all the businesses on CoP. A structured asset
optimisation programme has been launched in the Group with help of
reputed consulting firms to improve overall awareness and
operational efficiencies.

The role of asset optimisation function in the businesses has been
enlarged and elevated in the organisation structure. Cost reduction
projects with specific targets are taken up periodically along with
leading international consultants.

We continue to invest in new technology to improve CoP. While some
of these risks can be beyond our control, we have adequate and
competent experience in these areas and have consistently
demonstrated our ability to manage these problems proactively.

At KCM, an appropriate organisation is already in place and our focus

is on stabilising production. Cost reduction initiatives have been taken
up at Nchanga. Our priority today at KCM is cash conservation.
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Strategic Report

Principal risks and uncertainties continued

Risks & Impact

Mitigation Plan

Challenges in resumption, continuation of Iron Ore business

The Honourable Supreme Court (‘The Court’) through its order dated

21 April 2014 has lifted the ban on mining in the State of Goa, subject
to certain conditions. The Court has imposed an interim restriction on
the maximum annual excavation from the mining leases in the State

of Goa of 20 million tonnes subject to determination of final capacity
by Expert Committee appointed by the Supreme Court.

The Court has also decreed that all mining leases in the State of Goaq,
including those of Sesa Sterlite, have expired in 2007. Consequently,
no mining operations can be carried out until renewal/execution of
mining lease deeds by the State Government. We are working towards
securing the necessary permissions for commencement of operations.

Community relations

The continued success of our existing operations and future projects
are in part dependent upon broad support and a healthy relationship
with the respective local communities. Failure to identify and manage
local concerns and expectations can have a negative impact on
relations with local communities and therefore affect the
organisation’s reputation and social licence to operate and grow.
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Our business leadership teams have periodic engagements with the
local communities to establish relations based on trust and mutual
benefit. Our businesses seeks to identify and minimise any potentially
negative operational impacts and risks through responsible behaviour
—acting transparently and ethically, promoting dialogue and
complying with commitments to stakeholders.

Our approach to community development is holistic, long-term,
integrated and sustainable and is governed by two key considerations
—needs of the local people and the development plan in line with the
UN Millennium Development Goals. Our endeavour is to integrate our
sustainability objectives into long-term planning.

The organisation endeavours to ensure transparent communication
with local communities, including through the use of a grievance
management process, local perception surveys, local media and
community meetings.

We help communities identify their priorities through need
assessment programmes and then work closely with them to design
programmes that seek to make progress towards improvement in
quality of life of the local communities.

Our community programmes reach extends to all our operations and
are benefiting over 4.1 million people from over 2,200 villages. Our
community activity is delivered at local, regional and national level to
ensure businesses are able to effectively maximise impact in
facilitating socio-economic development. Further details of the
Group’s CSR activities are included in the Sustainability section.



Risks & Impact

Mitigation Plan

Health, safety and environment (‘HSE’)

The resources sector is subject to extensive health, safety, and
environmental laws, regulations and standards. Evolving regulations,

standards and stakeholder expectations could result in increased cost,

litigation or threaten the viability of operations in extreme cases.

Health, Safety and Environment (‘HSE’) is a high priority area for the

organisation. Compliance with international and local regulations and
standards, protecting our people, communities and the environment

from harm and our operations from business interruptions are our ke

Yy

focus areas. Vedanta Board level Sustainability Committee is chaired

by a Non-Executive Director and includes the CEO as its members
meet periodically to discuss HSE performance.

We have appropriate policies and standards in place to mitigate and
minimise any HSE related occurrences. Structured monitoring and a
review mechanism and system of positive compliance reporting is

in place.

The Company has recently implemented a fresh set of standards to
align its sustainability framework in line with international practices.

A

structured sustainability assurance program has been launched in the

business divisions covering environment, health, safety, community
relations and human rights aspects and to embed our commitment
at the operational level. A system of independent audits of HSE

practices by leading international consultants is in place. HSE experts

are also inducted from reputed Indian and global organisations to
bring in best-in-class practices.

The businesses have an appropriate policy in place for occupational
health related matters supported by structured processes, controls

and technology. Our operations ensure the issue of operational health

and consequential potential risk/obligations are carefully handled.
Depending on the nature of the exposure and surrounding risk, our
operations have different levels of processes, controls and monitorin
mechanisms. There is a strong focus on safety during project

9

planning/execution with adequate thrust on contract workmen safety.

Further details of our HSE related activities are included in the
Sustainability section.
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Strategic Report

Principal risks and uncertainties continued

Risks & Impact

Mitigation Plan

Transitioning of zinc and lead mining operations from open pit to underground mining

Our zinc and lead mining operations in India are transitioning from
an open pit mining operation to underground mining operation.
Difficulties in managing this transition may result in challenges

in achieving stated business milestones.

A strong separate empowered organisation is working towards
ensuring a smooth transition from open pit to underground mining.
We are working with internationally renowned engineering and
technology partners on this project.

Technical audits are being carried out by independent agencies.

Reputed contractors have been engaged to ensure completion of the
project on indicated time lines. These mines will be developed using
best in class technology and equipment and ensuring the highest
level of productivity and safety.

We are inducting employees/contractors in our system having
underground mining expertise. We are also sending our employees to
overseas underground mines for skill development.

Stage gate process is being implemented to review risk from time to
time and remedy at multiple stages on the way. Progress reports
projects are regularly reviewed, including assessments of the progress
against the key project milestones, as well as actual performance
against budget. Robust quality control procedures have also been
implemented to check safety and quality of services/design/actual
physical work.

Political, legal and regulatory risk

We have operations in many countries around the globe, which have
varying degrees of political and commercial stability.

The political, legal and regulatory regimes in the countries we operate
in may result in higher operating costs, restrictions such as the
imposition or increase in royalties or taxation rates, export duty,
impact on mining rights/ban and change in legislation pertaining to
repatriation of money.

We may also be affected by the political acts of governments
including resource nationalisation and legal cases in these countries
over which we have no control.
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The Company and its business divisions monitor regulatory and
political developments on a continuous basis. Our focus has been to
communicate our responsible mining credentials through
representations to government and industry associations.

We continue to demonstrate the Group’s commitment to
sustainability by proactive environmental, safety and CSR practices.
We continue to actively engage with local community/media/NGOs
on these matters.

SOX and SEC related compliance arrangements are in place. We have
an online portal for compliance monitoring. Appropriate escalation
and review mechanisms are in place. Competent in-house legal
organisation exists at all the businesses. A framework for monitoring
against Anti Bribery & Corruption guidelines has also been
implemented.



Risks & Impact

Mitigation Plan

Fluctuation in commodity prices

Commodity prices and demand are volatile and strongly influenced
by global economic conditions. Volatility in commodity prices and
demand may adversely affect our earnings, cash flow and reserves.

The diversified nature of the commodities including sizeable exposure
to oil provides some protection from the fluctuation in commodity
prices. The Group’s policy is to sell its products at prevailing market
prices and not to enter into price hedging arrangements other than
for businesses which are on a tolling basis where back to back hedging
is used to mitigate pricing risks. In exceptional circumstances we may
enter into strategic hedging but only with prior approval of the
Executive Committee.

The businesses have developed robust controls around this area.
The Treasury Risk Management Committee reviews the commodity
related risks and suggests a necessary course of action as may

be needed by business divisions.

Currency exchange rate fluctuations

Our assets, earnings and cash flows are influenced by a variety of
currencies due to the diversity of the countries in which we operate.
Fluctuations in exchange rates of those currencies may have an
impact on our financials.

Although the majority of the Group’s revenue is tied to commodity
prices that are typically priced by reference to the US dollar, a
significant part of its expenses are incurred and paid in local currency.
Moreover Group borrowings are significantly denominated in US
dollars while a large percentage of cash and liquid investments are
held in other currencies, mainly in the Indian rupee. Any material
fluctuations of these currencies against the US dollar could result in
lower profitability or in higher cash outflows towards debt obligations.

Philosophy of the organisation is not to speculate in forex. As in
commodities, we have developed robust controls in forex
management as well to hedge currency risk on a back to back basis.

The Treasury Risk Management Committee reviews our forex related
matters periodically and suggests a necessary course of action as
may be needed by businesses, from time to time, within the overall
frame work of our forex policy.

We seek to mitigate the impact of short-term movements in currency
on the businesses by hedging short-term exposures progressively
based on their maturity. However, large or prolonged movements in
exchange rates may have a material adverse effect on the Group’s
businesses, operating results, financial condition and/or prospects.

Discovery risk

The increased production rates from our growth oriented operations,
places demand on exploration and prospecting initiatives to replace
reserve and resources at a pace faster than depletion. A failure in our
ability to discover new reserves, enhance existing reserves or develop
new operations in sufficient quantities to maintain or grow the current
level of our reserves could negatively affect our prospects. There are
numerous uncertainties inherent in estimating ore and oil & gas
reserves, and geological, technical and economic assumptions that
are valid at the time of estimation. These may change significantly
when new information becomes available.

Annual report and accounts FY2014  Vedanta Resources plc

As per our strategic priority to add to our reserves and resources by
extending resources at a faster rate than we deplete them through
continuous focus on drilling and exploration programmes.

In order to achieve this we have developed an appropriate
organisation and allocated adequate financial resources for
exploration. International technical experts/agencies are working
closely with our exploration team.

We also have a system of periodic independent technical audits by
leading international firms. We also continue to work towards
long-term supply contracts with mines.
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Strategic Report

Principal risks and uncertainties continued

Risks & Impact

Mitigation Plan

Breaches in Information/IT security

Like many other global organisations, our reliance on computers and
network technology is increasing. These systems could be subject to
security breaches resulting in theft, disclosure or corruption of key/
strategic information. Security breaches could also result in
misappropriation of funds or disruptions to our business operations.
A cyber security breach could have an impact on business operations.

Appropriate organisation in place at respective businesses for
information/IT security. IT security policies and procedures are
defined at individual businesses.

We seek to manage the cyber security risk through standards,
ongoing monitoring of threats and awareness initiatives throughout
the organisation. An IT system is in place to monitor logical

access controls.

Talent/skill shortage risk

The Company’s efforts to continue its growth and efficient operations
will place significant demand on its management resources. Our
highly skilled workforce and experienced management team is critical
to maintaining its current operations, implementing its development
projects and achieving longer-term growth. Any significant loss or
diminution in the collective pool of Vedanta’s executive management
or other key team members could have a material effect on its
businesses, operating results and future prospects.

We continue to invest in initiatives which seek to widen our talent
pool. We have a talent management system in place to identify and
develop internal candidates for critical management positions, as well
as processes to identify suitable external candidates, wherever
appropriate.

Our performance management system is designed to provide reward
and remuneration structures and personal development opportunities
appropriate to attract and retain key employees. A structured
programme is in place to map critical positions and ensure that all
such positions are filled with competent resources.

Our progressive HR policies along with strong HR leadership have
ensured that career progression, job rotation and job enrichment
continue be focus areas for our businesses.

Liquidity risk

The Group may not be able to meet its payment obligations when
due or unable to borrow funds in the market at an acceptable price to
fund actual or proposed commitments. A sustained adverse economic
downturn and/or suspension of its operation in any business, effecting
revenue and free cash flow generation, may cause some stress on the
Company’s financing and covenant compliance and its ability to raise
financing at competitive terms. Any constraints on upstreaming of
funds from the subsidiaries to the Group may affect the liquidity
position at the Group level.
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The Group generates sufficient cash flows from its current operations
which, together with the available cash and cash equivalents and
liquid financial asset investments, provide liquidity both in the short
term as well as in the long term. Anticipated future cash flows and
undrawn committed facilities of US$2,370.6 million, together with
cash and liquid investments of US$8,937.9 million as at 31 March
2014, are expected to be sufficient to meet the ongoing capital
investment program and liquidity requirement of the Group in the
foreseeable future.

The Group has a strong Balance Sheet that gives sufficient headroom
to raise further debt should the need arise. The Group’s current ratings
from Standard & Poor’s, Moody’s and Fitch are BB, Bal and BB+
respectively. These ratings support the necessary financial leverage
and access to debt or equity markets at competitive terms, taking into
consideration current market conditions. The Group generally
maintains a healthy gearing ratio and retains flexibility in the
financing structure to alter the ratio when the need arises. As a matter
of course, funding for upcoming refinancing is secured well ahead of
its maturity date.



Going concern

The Group’s business activities, together
with the factors likely to affect its future
development, performance and position
are set out in the Strategic report on
pages 2 to 75. The financial position of
the Group, its cash flows, liquidity position
and borrowing facilities are described in
the Finance Review on pages 40 to 47.In
addition Note 28 to the financial statements
includes the Group’s objectives, policies
and processes for managing its capital;
its financial risk management objectives;
details of its financial instruments and
hedging activities; and its exposures

to credit risk and liquidity risk.

The Group requires funds both for short-term
operational needs as well as for long-term
investment programmes mainly in growth
projects. The Group generates sufficient
cash flows from its current operations

which, together with the available cash

and cash equivalents and liquid financial
asset investments, provide liquidity both

in the short term as well as in the long-

term. Anticipated future cash flows and

undrawn committed facilities of US$2,370.6
million, together with cash and liquid
investments of US$8,937.9 million as at 31
March 2014, are expected to be sufficient
to meet the ongoing capital investment
programme and liquidity requirement of
the Group in the foreseeable future.

The Group has a strong Balance Sheet that
gives sufficient headroom to raise further
debt should the need arise. The Group’s
current ratings from Standard & Poor’s,
Moody’s and Fitch are BB, Bal and BB+
respectively. These ratings support the
necessary financial leverage and access
to debt or equity markets at competitive
terms, taking into consideration current
market conditions. The Group generally
maintains a healthy gearing ratio and
retains flexibility in the financing structure
to alter the ratio when the need arises.

As a consequence, the Directors believe
that the Group is well placed to manage
its business risks successfully despite the
current uncertain economic outlook.

After making enquiries, the Directors have a
reasonable expectation that the Company
and the Group have adequate resources

to continue in operational existence for

the foreseeable future. Accordingly, they
continue to adopt the going concern basis in
preparing the Annual Report and Accounts.

Approval

This report was approved by the Board of
Directors on 14 May 2014 and signed on its
behalf by

Deepak Kumar
Company Secretary
14 May 2014
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Strategic Report

Finance review

Robust performance with subdued prices
Vedanta delivered US$4.5 billion EBITDA
with a backdrop of a challenging economic
environment, volatile markets and generally
low global growth rate. EBITDA was down

by 8.5% compared with FY2012-13 driven
by lower commodity prices, reduced volumes
at Copper Zambia and Zinc International,
lack of sales from our Iron Ore business and
temporary closure of the Sterlite copper
smelterin Q1 FY2013-14. However improved
operational performance with volume
increase in Cairn, Zinc India and effective
cost control measures across our businesses
partially mitigated the downside. EBITDA
margin excluding custom smelting of 44.9%,
continued to be healthy at similar levels to
last year as a result of a continued track
record of stable operating performance.

The metals businesses are well placed

on the cost front with a majority of our
businesses in the lowest quartiles of the
global cost curve. At Zinc India, we are
placed in the first quartile, at Jharsuguda
aluminium smelter, we are in lowest quartile
of the cost curve. Zinc International is in
second quartile while the BALCO operations
maintained second quartile cost positioning
despite the lack of captive alumina. Copper
India’s smelter also maintained its second
quartile cost positioning achieving

best in class operational standards.

The Group structure consolidation and
simplification exercise, announced in
February 2012, was concluded and took
effect in two phases on 17 August 2013

and 19 August 2013. As part of the
reorganisation Sterlite Industries India
Limited (*SIIL), Vedanta Aluminium Limited
(‘VAL), Madras Aluminium Company Limited
(‘MALCO’) and Sterlite Energy Limited (‘SEL’)
were merged with Sesa Goa Limited and
renamed Sesa Sterlite Limited (‘SSL’). On 26
August 2013, Vedanta also transferred the
shareholding of one of its subsidiaries which
held a 38.7% stake in Cairn India Limited
(‘Cairn’), to SSL, along with the associated
debt of US$5.9 billion. On 19 August 2013,
the Power business was transferred from
VAL to SSL at its carrying value through a
sale and purchase agreement on a going
concern basis. The Power business consists
of the 1,215MW thermal power facility at
Jharsuguda and the 300MW co-generation
facility (90MW operational and 210MW
under development) at Lanjigarh. These
transactions are within the subsidiaries of the
Company and will not have any acquisition
accounting impact other than a change

in the economic shareholding percentage.
The simplification exercise has resulted in

a change in economic holding percentage
mainly in VAL and Cairn India. VAL's effective
holding has decreased from 87.6% to 58.3%

Particulars Appointed date Effective date
SEL 1 January 2011 19 August 2013
Sterlite 1 April 2011 17 August 2013
Ekaterina 1 April 2012 17 August 2013
MALCO (residual) 17 August 2013 17 August 2013
VAL (Aluminium business demerger) 1 April 2011 19 August 2013
Sale and Purchase of VAL power division - 19 August 2013
Acquisition of 38.68% in Cairn India - 26 August 2013

Consolidated operating profit before special items

(in US$ million, except as stated)

Consolidated operating profit FY2013-14 FY2012-13 % Change
Zinc 1,106.2 11830 (6.5)%
India 1,030.2 10724 (3.9)%
International 76.1 110.6 (31.2)%
Oil & Gas 9336 10054 (7.1)%
Iron Ore (70.0) 0.6 -
Copper 140.4 2395  (41.4)%
India/Australia 155.7 1759  (11.5)%
Zambia (15.3) 63.6  (124.1)%
Aluminium 1125 114 883.5%
Power 69.8 1327 (47.4)%
Others (4.3) (0.9) -
Total Group operating profit 2,288.1 25717  (1M.0)%
Consolidated operating profit variance
(In US$ million)
Operating profit before special items for FY2012-13 2,571.7
Volume 306.8
Plant closures due to regulatory matters: (187.5)
— Iron Ore Business (123.7)
— Sterlite Copper Q1 Closure (32.9)
— CMT Q4 Closure (30.9)
Prices (507.8)
LME/LBMA/Brent (562.4)
Premium 54.6
Currency & Foreign Exchange fluctuation 169.8
Cash cost of production 75.5
Higher Profit Petroleum share to GOI (258.0)
Depreciation (19.5)
Amortisation 153.6
Others (15.6)
Operating profit before special items for FY2013-14 2,288.1

whereas Cairn India’s reduced from 49.8%
to 34.3%. The equity and non-controlling
interest have been adjusted to reflect these
changes in the economic shareholding.

Volumes

Operations excluding plant closures
Volume growth generated a positive
contribution of US$424.6 million, mainly
due to record oil and gas production
and increased volume of refined zinc,
lead and silver at Zinc India. This was
partially offset by lower volumes at
Konkola Copper Mines (‘KCM’) and Zinc
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International resulting in a US$117.8
million reduction in operating profit, net
positive impact of US$306.8 million.

Plant closures due to regulatory matters
Lack of sales at our Iron Ore business due

to the continued iron ore mining ban in

Goa, combined with only marginal sales in
Karnataka in Q4, contributed to a negative
variance of US$123.7 million to the operating
profits compared with FY2012-13. Due to
regulatory issues, the Tuticorin Smelter was
closed temporarily in Q1, which impacted
operating profit by US$32.9 million.



1

2

e Revenue of US$12.9 billion
e EBITDA' of US$4.5 billion; EBITDA

margin of 45%?2

Underlying attributable profit
US$93.4 million

Basic EPS (71.7) US cents, Underlying
EPS? of 34.2 US cents

Free cash flow of US$3.0 billion before
growth capex and US$1.6 billion after
growth capex

Net Debt reduced by U
the last 12 months a
over the last 24 months

Final dividend of 39 US cents per share,
up 5%

S$0.7 billion over
y US$2.1 billion

Earnings before interest, taxation, depreciation,
amortisation/impairment and special items.

Excludes custom smelting revenue and EBITDA at
Copper and Zinc India operations from purchased
concentrate.

Based on profit for the period after adding back
special items and other gains and losses, and their
resultant tax and non-controlling interest effects
(refer to Note 11 of financial statements).

In addition the closure of our Australian

mine in Q4 following a mud rush incident,
meant operating profit was down by
US$30.9 million. In total, operating profit was
adversely impacted by US$187.5 million due
to plant closures following regulatory issues.

Prices

The prices of many commodities
declined during the financial year
resulting in lower operating profits.

Average aluminium prices declined
by 10.2% due to extraordinarily
high levels of legacy inventories.

Average copper prices were also lower by
9.5% as base metals have come under
pressure due to concerns about a less
commodity-intensive expansion in China.
However new LME warehousing rules in
2014 could alleviate storage bottlenecks
and raise supply going forward.

Average Brent crude prices dropped by
2.3% in the year. Sluggish demand and
astrong supply in the US market led the
decline in prices in first half. This was
followed by several supply disruptions in
the rest of the world in the second half of
2013, mitigated by the reduction in imports
in the US, leading to more stable prices.

Average zinc prices reduced by 2.0% as the
global refined market moved into deficit
and the concentrate market moved into

surplus. However, with ample stocks of
zincin China and the rest of the world, the
zinc price did not respond to the improved
fundamentals. Average lead prices declined
by 1.0%. Silver prices were lower by 29.8 %
as compared to the previous year.

Our Power business also witnessed lower
energy prices primarily due to lower demand.

The lower commodity and oil prices across
our businesses resulted in an adverse impact
of US$562.4 million which was marginally
offset by higher premia to LME prices in

zinc and aluminium of US$54.6 million.

The impact of lower prices was US$150.1
million for our Zinc business, US$141.1
million in our Aluminium business,

US$177.0 million in our Oil & Gas business
and US$86.0 million in Copper Zambia

and India/Australia. In aggregate, the
operating profit for the year was reduced by
US$562.4 million as a result of lower prices.

Currency & Foreign Exchange fluctuation
The Indian rupee: US dollar exchange

rate at the beginning of the year was

54.4 Indian rupees per US dollar closing

at 60.1 Indian rupees per US dollar at

the year end. The average exchange rate
for the year FY2013-14 was 60.5 Indian
rupees per US dollar, an 11% increase
against the average 54.5 Indian rupees
per US dollar for FY2012-13. This improved
operating profits by US$169.8 million.

The movement of average commaodity prices in FY2013-14 is shown in the table below :

(in US$/MT)

FY2013-14  FY2012-13 % Change
Copper 7,103 7,853 (9.5
Aluminium 1,773 1,974 (10.2
Zinc 1,909 1,948 (20
Lead 2,092 2,113 (1.0
Silver (TOz) 21 31 (29.8
Iron Ore (63 Fe Grade) 115 120 (4.1
Crude per bbl 108 110 (2.3

The following exchange rates against the US dollar have been applied:
Average Average Asat Asat
FY2013-14  FY2012-13 31314 31313
Indian rupee 60.50 54.45 60.09 54.39
Australian dollar 0.93 0.97 093 0.96
South African rand 10.11 851 10.58 9.25
Kwachd' 5.50 5,230 6.25 5329

1 Kwacha has been devalued with effect from January 2013.
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Strategic Report

Finance review contine

Cash costs of production

The cost-inflationary environment prevailing
in the sector was largely mitigated by higher
production volumes at Cairn India, Zinc
India, the Jharsuguda aluminium smelter,
operational efficiencies of our plants and
the depreciation of the Indian rupee against
the US dollar in which most of our costs are
denominated. The cost of production had a
favourable impact on operating profit at our
Aluminium business, Cairn India and Copper
Zambia by US$181.0 million compared

with an increase in the previous year in

Zinc India and International and Copper
India/Australia of around US$105.5 million.
Our overall operating profits increased

by US$75.5 million due to the improved
costs compared with the previous year.

Depreciation

The depreciation was almost flat during
FY2013-14 with a US$19.5 million increase
in depreciation charge mainly at Cairn
India driven by the capitalisation of wells,
whereas in other businesses it reduced

due to currency translation impacts.

Amortisation

The reserves related to our acquisitions
mainly of Cairn India, Zinc International
and Sesa Goa are being amortised on

a unit of production basis over the total
estimated remaining commercial reserves.

The reduction in amortisation charges in
FY2013-14 as compared to the previous
year was US$153.6 million, mainly due
to lower production volumes in Zinc
International and our Iron Ore business.

Revenue

Revenue was down 11.6% at US$12,945.0
million primarily driven by weaker
commaodity and oil price environment,

and temporary business closures due to
regulatory issues though partly offset by
improved volumes at Cairn India, Zinc India.

EBITDA for FY2013-14 was lower
by 8.5% at US$4,491.2 million as
compared to US$4,908.9 million in
FY2012-13 as explained in the initial
part of this financial review section.
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Income statement

(in US$ million, except as stated)

FY2014 FY2013 % Change
Revenue 12,945.0 14,640.2 (11.6)%
EBITDA 4,491.2 4,908.9 (8.5)%
EBITDA margin (%) 34.7% 33.5% -
EBITDA margin without custom smelting (%) 44.9% 451% -
Special items (138.0) (41.9) 229.4%
Depreciation (1,410.5) (1,391.0) 1.4%
Amortisation (792.6) (946.2)  (16.2)%
Operating Profit 2,150.1 2,529.8 (15.0)%
Net interest expense (668.0) (520.9) 283%
Other Gains and (Losses) (364.0) (285.2) 27.6%
Profit before Taxation 1,118.1 1,723.7 (35.1)%
Income Tax Expense (128.7) (46.1)  179.2%
Effective Tax Rate (%) 11.5% 2.7% -
Profit for the year 989.4 1,677.6 (41.0)%
Non-controlling Interest 1,185.4 15156  (21.8)%
Non-controlling Interest (%) 119.8% 90.4% -
Attributable profit/(loss) (196.0) 1620 (221.0)%
Basic (loss)/ earnings per share (US cents per share) (71.7) 59.4 (220.7)%
Underlying earnings per share (US cents per share) 34.2 1348  (74.6)%

Consolidated revenue

(in US$ million, except as stated)

2013-14 2012-13 % Change
Zinc 2,856.8 3,060.5 (6.7)%
- India 2,195.4 2,263.3 (3.0)%
- International 661.4 797.2 (17.0)%
Oil and Gas 3,092.8 3,223.4 (4.1)%
Iron Ore 2671 4425  (39.6)%
Copper 4676.2 57339 (18.4)%
- India/Australia 3,404.8 3,991.1 (14.7)%
- Zambia 1,271.4 1,7428  (27.0)%
Aluminium 1,785.4 1,837.8 (2.9)%
Power 621.7 669.0 (71)%
Eliminations (355.0) (326.9) -
Revenue 12,945.0 14,640.2 (11.6)%

Consolidated EBITDA

The consolidated EBITDA by sector is set out in the table below:

(in US$ million, except as stated)

EBITDA
Margin %

FY2013-14  FY2012-13 % Change  FY2013-14  FY2012-13

Zinc 1,358.4 1,477.0 (8.0)% 47.5% 48.3%
- India 1,145.0 1,182.5 (3.2)% 52.2% 52.2%
- International 213.4 2945 (27.5)% 323% 36.9%
Oil & Gas 2,347.0 2,440.3 (3.8)% 75.9% 75.7%
Iron Ore (24.2) 849 (128.5)% 9.M% 19.2%
Copper 345.2 476.4 (27.6)% 7.4% 8.3%
- India/Australia 197.9 219.1 (9.7)% 5.8% 5.5%
- Zambia 156.3 2573  (39.3)% 12.3% 14.8%
Aluminium 2873 202.6 41.8% 16.1% 11.0%
Power 168.4 2285  (26.3)% 271% 34.2%
Others 0.1 (0.8) - - -
Total 4,491.2 4,908.9 (8.5)% 34.7% 33.5%

Annual report and accounts FY2014



“Despite lower EBITDA, our
EBITDA margin excluding
custom smelting operations
remained strong at 44.9%”

EBITDA margin

Despite lower EBITDA, our EBITDA
margin remained strong at 34.7 %
(FY2012-13 at 33.5%) and improved
marginally. EBITDA margin excluding
custom smelting operations, remained
stable at 44.9% (FY2012-13 at 45.1%).
The diversified portfolio helped us
improve overall margins despite the
weak commaodity price environment.

In our Zinc India business, margin was largely
maintained despite reductions in zinc, lead
and silver prices. This was a result of higher
mined metal, silver production and robust
cost management. At Zinc International,
margins were lower by 4.6% as a result of
lower volumes and slightly higher costs.

EBITDA margin in our Copper businesses
in India/Australia improved marginally due
to lower conversion cost backed by better
operating performance of the smelter

in the second half supported by higher
Treatment and Refining charges (‘TCs

and RCs’) though offset by Australian
operations temporary closure impact in Q4
and lower by-products credits at Tuticorin.
At Zambia though the margins drifted lower
following the impact of lower volumes.

Aluminium business delivered an
increase in EBITDA margin due to an
improvement in operating performance
with a reduction in the cost of production
which was partially offset by a significant
decrease in aluminium prices.

The Power business EBITDA margin
decreased significantly this year as a result
of the lower tariff currently being recognised
from the power supply company Grid
Corporation of Odisha Limited (‘Gridco’)

in Odisha. Other factors like lower PLF

as a result of lower demand, but better
variable costs largely offset each other.

Oil & Gas EBITDA margin continued to
be stable during the year at 75.9%.

Special items

US$138.0 million has been charged to our
Income Statement as a result of special
items. An impairment charge of US$81.6
million being recorded against the value of
reserves in our Lisheen mine for US$47.5
million with impairment of idle mining assets
worth US$11.0 million and US$23.1 million
towards open pit mining assets of Copper
Zambia at Nchanga. It also includes a one
time charge towards Land tax of previous
years paid to Sesa Goa State Government
of US$16.6 million for regularising mining
dumps on Government and private land
and US$15.1 million relating to voluntary
redundancy charges at Zinc India. US$22.1
million has been provided in Copper Zambia
as a settlement agreement with a mining
contractor. Finally, Group simplification and
restructuring related costs of US$2.6 million
have been accounted as special items.

Depreciation and amortisation

The depreciation was up marginally by
around US$19.5 million as explained
earlier. Amortisation charges of our
acquisition related expenses were
lower by US$153.6 million mainly due
to reduced production volumes.

Net interest

The finance costs charged to the income
statement were higher by US$165.8
million at US$1,355.7 million in FY2013-14
(FY2012-13: US$1,189.9 million). This was
primarily due to non-capitalisation of interest
at Jharsuguda Plant 2 of around US$116.0
million due to the delay in commissioning.
During the year we have also accelerated
the fair value amortisation by US$71.0
million on convertible bonds where the put
option is likely to be exercised in May 2014.

Investment revenues were marginally
higher at US$687.7 million as compared
to US$669.0 million in the previous year
despite mark to market (‘MTM’) losses
of US$17.0 million on certain investment
in duration funds and bonds.

As aresult net interest expenses
increased to US$668.0 million from
US$520.9 million in FY2012-13.

Other gains and losses

Other gains and losses include the
impact of MTM changes on foreign
currency borrowings, primarily at our
Indian businesses. The other gains and
losses in FY2013-14 were US$364.0
million, as compared with a loss of
US$285.2 million in FY2012-13.

Taxation

The effective tax rate has gone up during
the year from 2.7% to 11.5% largely

due to the credit of US$290.0 million in
Cairn India following a reorganisation in
previous year. The impact of a tax reversal
of US$257.0 million during the year as a
result of the Sesa Sterlite merger is largely
offset by the creation of a deferred tax
liability on the fair valuation of Cairn
India following an increase in surcharges
by 5% and other one time provisions.

Attributable (loss)/profit

The attributable loss in FY2013-14 was
US$196.0 million, significantly lower
than the US$162.0 million attributable
profit in FY2012-13. This was primarily
due to a decrease in EBITDA of
US$417.7 million, with higher special
items and one-offs like accelerated
amortisation on alarge convertible
bond series in the current year, interest
charged to income statement instead of
capitalisation at Jharsuguda Plant 2.

Apart from lower EBITDA, special and
one-off items as explained above, profit
mix i.e. better performance at partly
owned subsidiaries as compared to
wholly owned subsidiaries resulted in
higher economic interest of minorities,
leading to an attributable loss.

Underlying attributable profit
Underlying profit for the year, excluding
the impact of MTM losses and special
items was lower at US$93.4 million as
compared with US$367.9 million in
FY2012-13. This follows from the above.
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Strategic Report

Finance review contine

Earnings per share

Basic loss per share in FY2013-14 was
at 71.7 US cents per share (FY2012-13:
59.4 US cents profit per share).

However, if we exclude special items and
other gains and losses, the underlying
EPS for the year was 34.2 US cents per
share (FY2012-13: 134.8 US cents).

The Board has declared final dividend of
39 US cents per share an increase of 5%
as compared to 37 US cents in FY2012-13.

Shareholder’s equity was US$4,010.4
million at 31 March 2014 compared

to US$4,401.3 million at 31 March

2013 reflecting the impact of currency
depreciation against US dollar (mainly,
the Indian rupee) by US$1,239.6 million,
attributable losses of US$196.0 million
due to equity holders during the period,
dividend payment and movement of
convertible bond reserves. These negative
effects were partially offset by an increase
in equity attributable to shareholders

of US$626.8 million due to changes in
economic holding percentages as result of
group simplification and consolidation.

Non-controlling interests decreased to
US$13,964.4 million at 31 March 2014
from US$14,467.7 million as at 31 March
2013, due to share of losses, change in
economic holding percentages as well
as foreign currency movements.

Tangible fixed assets

During the year, we added US$1,745.3 million
to property, plant and equipment comprising
of US$1,424.6 million on our expansion and
improvement projects and US$320.7 million
spent on sustaining capital expenditure.
Expansion project expenses were US$649.0
million in our Oil & Gas business at Cairn
India, US$283.0 million in Power business
mainly at Talwandi Sabo , US$147.0 million
in our Aluminium business, US$243.0

million at Zinc India and the balance in

other projects at Liberia, KCM, Sterlite
Copper. The decline in capital expenditure
shows our commitment to generate higher
cash and deleverage balance sheet.
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Balance sheet

(In US$ million,
except as stated)
31 March 31 March
2014 2013
Goodwill 16.6 16.6
Intangible assets 108.6 -
Tangible assets 31,0435 33,1326
Other non-current assets 1,373.7 962.9
Cash and liquid investments 89379 79817
Other current assets 3,894.0 3,867.9
Debt (16,871.2) (16,592.8)

Other current and non-current liabilities

(10,528.3) (10,499.9)

Net assets 179748 18,869.0
Shareholders’ equity 4,010.4 4,401.3
Non-controlling interests 13,964.4 14,467.7
Total equity 17,9748 18,:869.0
Net debt

Net debt reduced by US$696.1 million to
US$7,919.5 million at 31 March 2014, (31
March 2013: US$8,615.6 million). Our net
debt has consistently reduced since FY2011-
12, when it reached US$10,064.4 million.
Cash and liquid investments were US$8,937.9
million as at 31 March 2014 with the increase
mainly at Zinc India and Cairn India.

Gross debt as at 31 March 2014 was
US$16,871.2 million (31 March 2013:
US$16,592.8 million) increasing marginally
for project payments at Talwandi Sabo
Power plant, debt and interest servicing

at Vedanta Resources plc and fund
requirements for Copper Zambia.

The average debt in FY2013-14 was
US$16,850.0 million, which was in line with
the previous year (FY2012-13: US$16,791.9
million). The average debt maturity at 31
March 2014 increased to 3.5 years from

3.3 years as at 31 March 2013, excluding
working capital loans at operating
subsidiaries. As on 31 March 2014, the Group
had available unutilised fund-based credit
lines amounting to US$1,539.0 million.
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“Our net debt has reduced
since FY2011-12"



The Company continued to maintain
its ratings from Standard & Poor’s,
Moody'’s & Fitch: ratings are BB,

Bal and BB+ respectively.

Net gearing reduced to 30.6% as
compared to 31.4% in FY2012-13.

Of our total gross debt of US$16.6 billion
(at face value excluding working capital
loans), debt at our subsidiaries is US$8.2
billion, with the balance in the holding
company. The future maturity profile

of debt (in US$ billion) at our subsidiary
companies and at the holding company
Vedanta Resources plc is as follows:

A 5.5%, US$1.25 billion (face value)
convertible bond issued in July 2009

has a put option with an exercise notice
period between 14 April 2014 to 29
May 2014 and if exercised, the payment
date is 14 July 2014. As a contingency
measure we have put funding in place
to meet the repayment requirement.

FCCB debt of US$0.7 billion at Sesa
Sterlite Limited maturing in FY2014-15,
will partly be paid out of internal accruals
and balance through refinancing.

US$0.2 billion due from KCM in
FY2014-15 has been restructured with
banks and documentation is in progress.
Post completion of restructuring,
nothing will be due in FY2014-15.

The balance of US$1.50 billion debt due
in FY2014-15 is largely in the Aluminum
and Power businesses and is currently
funded by short-term loans which will be
refinanced from long-term sources.

Operating free cash flow before expansion
capital expenditure in FY2013-14 was
US$3,016.5 million as compared to
US$3,534.7 million in FY2012-13. EBITDA
conversion to free cash flow was 67.2%

as compared to EBITDA conversion to
free cash flow of 72.0% in FY2012-13
due to higher one-off items and higher
interest. Expansion capital expenditure
during the year was US$1,424.6 million

as compared to US$2,019.1 million,

lower by US$594.5 million, and cash

flow generation after expansion capital
expenditure was US$1,591.9 million,
marginally higher than the previous year.

“Operating free cash flow? in FY2013-14
was US$3,016.5 million.”

Beyond
Particulars Total FY2015 FY2016 FY2017 FY2018 FY2019 FY2019
Debt at Vedanta
Resources plc 7.1 0.1 0.7 1.0 1.1 2.7 15
Convertibles at Put
Date 13 13
Debt at Subsidiaries 8.2 2.4 10 1.1 13 1.4 10
Total Debt 16.6 38 17 21 24 41 25
Cash flows
The movement in net (debt)/cash in FY2013-14 are set out below.
(in US$ million,
except as stated)
FY2013-14  FY2012-13
EBITDA 44912 49089
Operating exceptional items (138.0) (41.9)
Working capital movements 395.0 209.5
Changes in long-term creditors and non-cash items 151.4 25.6
Sustaining capital expenditure (321.6) (378.2)
Sale of tangible fixed assets 9.3 63.4
Net interest (710.1) (355.1)
Tax paid (860.9)  (897.4)
Free cash flow 3,016.5 3,534.7
Expansion capital expenditure' (1,424.6) (2,019.1)
Sale/(Purchase) of fixed assets investments 16.8 158.1
Acquisition of minorities - -
Acquisitions, net of cash & liquid investments acquired - -
Purchase of mining assets - (33.5)
Dividends paid to equity shareholders (162.5)  (153.5)
Dividends paid to minority shareholders (345.9)  (257.4)
Other movement? (404.2) 219.8
Movement in net (debt)/cash 696.1 1,449.2

1 Onan accrual basis.
2 Includes foreign exchange movements.
3 Before expansion capital expenditure.
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Strategic Report

Finance review contine

Project capex

Capex in progress Completion time Capex (US$ Mn) FY2014
Cairn India Phase wise completion 3,679 649
Total Capex (Cairn) 3,679 649
Copper Sector
160MW CPP at Tuticorin Completed 164 13
KCM KDMP Project (7.5mtpa) Completed 973 37
Aluminium Sector
BALCO-Korba 325ktpa Smelter and 1st metal tapping by Q4 FY2014 1,872 125
1,200MW CPP of Korba 325 ktpa, 1st unit of

1,200MW CPP synchronisation

in Q1 FY2015
BALCO-211mt Coal Block Mining to start in FY2014-15 150 1
Jharsuguda 1.25mtpa smelter Progressing start in FY2015 2,920 21
Power Sector
Jharsuguda 2,400MW power plant Completed 1,769 9
Talwandi 1,980MW IPP st unit synchronised in Q3 FY2014 2,150 274
Zinc Sector
Zinc India (Mines Expansion) Phasewise completion 1,500 243
Infrastructure
Vizag general coal berth Completed 119 1
Total Capex in Progress 11,617 725
Exploration/Enabling capex Completion time Capex (US$ Mn) FY2014
Zinc International-Gamsberg Exploration 29 15
Western Cluster Liberia Exploration 106 29
Total Exploration/Enabling Capex 135 45
Capex flexibility Completion time Capex (US$ Mn) FY2014
Copper Sector
Tuticorin Smelter 400 ktpa EC awaited 367 6
Aluminium Sector
Lanjigarh Debottlenecking 1.0mtpa Approval pending, on hold 150 1
Lanjigarh Refinery (Phase II) 3.0mtpa Approval pending, on hold 1,570 -
Iron Ore
Sesa Iron Ore mine expansion (36mt) Approval pending, on hold 500 -
Total Capex including Capex Flexibility 2,587 6
Total Capex (excluding Cairn) 14,339 776
Total Capex (including Cairn) 18,018 1,425
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Spent to 31 March 2014

Unspent on 31 March 2014

649 3,030
649 3,030
164 0
926 47
1,721 151
15 135
2,500 420
1,740 29
1,869 281
435 1,065
119 -
9,489 2,128

Spent to 31 March 2014

Unspent on 31 March 2014

23 6
96 10
119 16

Spent to 31 March 2014

Unspent on 31 March 2014

129 239
77 73
810 760
155 345
1,169 1,418
10,777 3,562
11,427 6,591
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/inc-Lead-Silver

Pleasing productivity in
a challenging market




Production - Zinc Production —
mined metal (kt) Refined Zinc (kt)
Production — Production —

Refined Lead (kt) Saleable Silver (moz)

Unit costs
EBITDA (US$m) R&R (mt)  (US$ per tonne)
Production —
Refined Zinc (kt) EBITDA (US$m)
Production — :
Zinc-Lead minted Unit costs
metal (kt) (US$ per tonne)

Operational review

“I'm pleased to report that not only did
we accomplish record integrated
production of zincand lead, but we
achieved it with a firm grip on unit costs.

In 2013-14 we recorded:

e Our highest-ever mined zinc and lead
production of 880kt.

e Record integrated silver metal
production of 9.66moz.

e Improved operational efficiencies
driving strong volumes.

e Stable unit costs, maintaining our
place in the lowest quartile of the
global cost curve.

e Commissioning of Rampura Agucha
underground and Kayad mines in Q2
and Q3 respectively.

Over the last 10 years we have
increased our reserves & resources as
well as our production capacity by a
factor of 2.5x.

We are the world’s second
largest integrated zinc

producer. Our assets in India

include the world’s largest
zinc-lead mine, Rampura
Agucha and the Sindesar
Khurd zinc-lead mine with
its silver-rich ore.
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Our mine expansion projects continue
to progress well and we are on track
to increase mined metal capacity to
1.2mt over the next five—six years.”

Akhilesh Joshi, CEO, Zinc India

“This was a relatively stable year in
which we focused on maintaining
production across all three of our assets,
even though two of them are nearing
the end of their lives. Production

was 15% lower as we had a few
unplanned stoppages during the year.

Our focus is on seeking opportunities
to extend mine life at existing mines;
evaluating options to supply feed to
the Skorpion refinery; and controlling
costs, which rank in the second
quartile of the global cost curve.”

Kishore Kumar, CEO, Base Metals -
Africa
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/inc— India

1
Engineer at Rampura Agucha open pit zinc-lead mine, HZL.

HOW WE PERFORMED
Production performance

FY2013-14 FY2012-13 Chang/toa3
Production(kt)

Total Mined metal 880 870 11%
Zinc 770 765 0.7%
Lead 110 106 41%

Zinc Refined metal — Total 749 677 10.7%
Integrated 743 660 12.6%
Custom 6 17 (63.5)%
Lead Refined metal — Total’ 130 125 4.0%
Integrated 118 107 10.3%
Custom 12 18 (33.0)%
Saleable Silver — Total (m 0z)? 11.24 12.02 (6.5)%
Integrated 9.66 9.27 4.3%
Custom 1.58 275 (42.7)%

1 Including captive consumption of 7kt v/s 7kt in FY2013-14 v/s FY2012-13.
2 Excluding captive consumption of 1,232 thousand ounces v/s 1,088 thousand ounces in FY2013-14vs FY2012-13.
3 Allchange in production figures have been calculated without rounding the number up to 1,000.

Unit costs
%
FY2013-14 FY2012-13 Change

Unit costs'
Zinc (US$ per tonne) 985 981 0.4%
Zinc (Other than Royalty) (US$ per tonne) 824 818 0.7%

1 With IFRIC 20 impact.
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Operations

We were pleased with our mining
performance during the year with each
key area showing record output.

At 880,000 tonnes, mined metal production
showed an increase of 1.1%. Production

in the second half of FY2014 was lower
than what we had planned initially due

to slower than expected ramp up of
underground mining projects and changes
in mining sequence, wherein preference
was given to primary mine development.

The integrated production of refined

zinc was 743,000 tonnes. This 12.6%
increase over the previous year was driven
by three main factors: higher mined
metal production, improved operational
efficiencies and higher roaster availability.

There were no sales of Zinc MIC whereas
61,000 tonnes were sold in FY2012-13.
Integrated production of refined lead
was up 10.3% at 118,000 tonnes due to
better utilisation of smelter capacity.

Integrated production of silver achieved
arecord 9.66moz for the financial year.
This was up 4.3%, driven by higher output
from the Zawar mine, partially offset by
lower silver grade in ore from other mines.

During the year we started the transition
from open-pit to underground mining
with higher production from underground
mines more than making up for the
tapering of open-cast mines. We have
gained momentum in terms of primary
mine development and are optimising
the eventual transition. This includes
significant improvements in infrastructure
development such as production shaft,
ventilation, communication networking,
paste fill plant and workshops in our
major underground mining projects.

We are also skilling-up our operators with
structured training programmes designed

to strengthen our underground mine
organisation. Our team is being reinforced
by recruiting high-level expatriates for critical
technical roles in underground mines.



Our Strategic Priorities

e Brown field expansion of mines to achieve 1.2mtpa
of mined zinc-lead

e Managing the transition from open-pit to
underground mining at Rampura Agucha

e Ramping up silver volumes to 16moz

e Asset optimisation and operational efficiencies to
maintain cost leadership

e Continuing focus on adding reserves and resources
through exploration

Joday 216330135

Night view of Chanderiya smelting complex, HZL.

Markets LME zinc prices averaged US$1,909 per
Zinc tonne compared to US$1,948 per tonne in
Global zincdemand grew at ~4% in 2013 the same period in FY2012-13. Lead and

to 13.3 million mt, up from 12.8 million mt silver prices also followed the same trend
the previous year. Zinc metal supply fell and reduced by 1% and 29.8% respectively.
short of demand by 2%, even though global
production recovered from the sharp decline
witnessed in 2012. Consequently, the refined
metal market remained in deficit for the year.

Projects

The Kayad and Rampura Agucha
underground mine projects commenced
commercial production during the year.
After initial difficulties, both are now
ramping up well. We are also evaluating
optimisation of the Rampura Agucha
open pit, to ensure consistent output
from the mine. The Sindesar Khurd
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Unit costs
During FY2013-14, the unit cost of zinc
production was marginally higher at

The tightness in the physical zinc
market has firmed up premiums and
it is anticipated that this upward trend
will continue in the near future.

We currently hold an 89% share of

the Indian domestic market, where
strong growth in 2013 was driven

mainly by the galvanizing sector. This
momentum is expected to continue

in the next few years as investment in
infrastructure projects underpins demand
for industrial metals including zinc.

Lead

The global lead metal market was in
surplus in 2013, driven by higher Chinese
production. It reached 11.2 million mt
compared to demand of 11.1 million mt.

The market is anticipated to shift into
deficitin 2014 as demand growth
remains robust but lead production is
hampered by weak mine supply and
stringent environmental regulations.

India is the second most important
growth prospect in the Asian region with
demand growth estimated at close to
7% . We have approximately 50% of
primary lead market share in India.

Lead

US$985 per tonne. This was due to higher
volumes and the depreciation of the
Indian rupee partially offset by despite
lower by-product sulphuric acid prices
and higher petroleum prices which were
partially offset by the depreciation of

the Indian rupee and higher volumes.

The business remains in the lowest cost
quartile compared with other global
producers, backed by high quality
assets and operational efficiencies.

Financial performance

EBITDA for FY2013-14 decreased to
US$1,145.0 million, compared with
US$1,182.5 million during FY2012-13.

Despite enjoying record volumes of zinc,
lead and silver, and the depreciation

of the Indian rupee, EBITDA declined
marginally due to lower metal prices and
lower by-product credits. The price of zinc
was down by 2.0% over the year, while
lead reduced by 1.0% and silver fell by
29.8%. EBITDA for silver was US$188.0
million, 31% lower than FY2012-13.

%

expansion project is on schedule.

During the year, total mine development
increased by over 75%, marking the
beginning of the transition from
open-cast to underground mining.

Capital expenditure for the year was

US$243.0 million and we expect it to
remain in the US$250.0 million range
annually in the coming years.

Exploration

In FY2013-14, there was a gross addition
to reserves and resources (‘R&R’) of 26.1
million tonnes, prior to a depletion of 9.3
million tonnes. Zinclead metal increased
by 1.1 million tonnes, prior to depletion of
0.9 million tonnes. Total R&R at 31 March
2014 were 365.1 million tonnes, containing
35.2 million tonnes of zinc-lead metal and
926 million ounces of silver. The overall
mine life continues to be 25+ years.

THE COMING YEAR

Outlook

Rampura Agucha will continue to

provide the majority of mined metal in
FY2014-15. Its underground mine is now
developing in line with expectations. In
FY2014-15, mined metal, and integrated
refined metal production including silver,
is expected to be marginally higher than
in FY2013-14. The cost of production

is expected to remain stable.
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FY2013-14  FY2012-13 Change
Average Zinc LME cash settlement prices US$/T 1,909 1,948 (2.0)%
Average Lead LME cash settlement prices US$/T 2,092 2,113 (1.0%)
Average Silver prices US$/ounce 214 305 (29.8%)
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Strategic Report

Operational review contiues

/inc — International

A stable performance with
production challenges.

Our Strategic Priorities

Our total production of zinc, lead MIC and
zinc refined metal stood at 364,000 tonnes,
15.0% lower than the 426,000 tonnes
produced in FY2012-13. This was caused by
an unplanned maintenance shut down at
Skorpion after a tank failure in Q3 FY2013—
14. Accidents at Lisheen and BMM in Q1
FY2013-14 also impacted the production.

As stated earlier the global market including
the south African market is seeing arise in
demand due to higher consumption and
thereby leading to higher premiums.

We saw an increase in the unit cost of
production to US$1,167 per tonne, up from
US$1,092 per tonne in FY2012-13. This
was mainly driven by lower production
due to lower ore grades and increasing
treatment and refining charges.

1 2 3

Stacker reclaimer Skorpion open Night view of Lisheen

at Skorpion Zinc, castzincmine, Talilings management
Zinc International. Zinc International. facility, Zinc International.

52 Vedanta Resources plc  Annual report and accounts FY2014



Financial performance

EBITDA for FY2013-14 was US$213.4
million, 27.5% lower than the previous
year. Operating profit was US$76.1
million, down by 31.2%. This was the
result of lower volumes, lower zinc
and lead prices, and higher costs.

THE COMING YEAR

Outlook

The Lisheen mine is scheduled for closure
in FY2014-15 and we are looking at further
exploration opportunities. At Skorpion

and BMM, we are conducting studies to
extend mine life. We are also evaluating
the installation of a roaster at the Skorpion
refinery to treat sulphide ores from

BMM and other neighbouring mines.

We expect volumes for FY2014-15 at
Zinc International to remain in line with
FY2013-14, with adrop in Lisheen’s
production expected to be compensated
by Skorpion and BMM. However, in the
coming fiscal, all the three operations
are experiencing declining ore grades
and Skorpion, in particular, would
witness a major increase in strip ratio to
expose the ore for future production.

Aerial view of Skorpion smelting facility, Zinc International.

Production performance

%

FY2013-14  FY2012-13 Change
Total production (kt) 364 426 (15.00%
Production — Zinc (kt)

Mined metal content BMM and Lisheen 180 208  (13.5)%
Refined metal Skorpion 125 145 (14.00%
Production — Lead (kt)

Mined metal content 59 72 (18.9)%
Unit costs

%
FY2013-14  FY2012-13 Change
Zinc (US$per tonne) CoP 1,167 1,092 6.9%

Financial performance

(in US$million, except as stated)

%

FY2013-14  FY2012-13 Change
Revenue 661.4 797.2 (17.0)%
EBITDA 2134 2945  (27.5)%
EBITDA Margin 32.3% 369% -
Depreciation 90.3 1225 (26.3)%
Acquisition related amortisation 47.0 61.4 23.5)%
Operating (Loss)/Profit before special items 76.1 1106 (31.2)%
Share in Group operating profit % 3.5% 44% -
Capital Expenditure 44.6 355 25.6%
Sustaining 293 274 6.9%
Growth 153 8.1 88.9%
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A landmark year with
record production




Oil & Gas key metrics

Production -
Average daily

gross operated R&R
production (boepd) (bn boe in place)
S 218,651 73 73
“With its significance not just to We were also pleased to take
our business but to India as a advantage of the revised regulation
whole, it is a pleasure to report which allows further exploration
the excellent contribution of the of a producing asset. We therefore
Rajasthan block during FY2013-14. re-commenced exploration drilling
in the Rajasthan block establishing
2013 2014 AU L) During the year we achieved: six discoveries and adding over 1
e record full year gross production up billion barrels of oil & gas in-place
by 6.5%, driven by 7% higher resources. Going forward, we continue
Direct operatin output at the Rajasthan block to remain focused on executing
EBITDA (US$m) e (Ug$/bbl)g the major milestone of 200mmbbls  multiple projects especially in

ZAAQAZBAZO

2013 2014

39

2013 2014

Operational review

continued

of cumulative oil production at
Rajasthan

a gross targeted production rate
of 200,000boepd in March 2014
at Rajasthan

Cairn India is the fastest

growing energy company in

the world (Platts Top 250
Global Energy Company

Barmer Basin, by deploying talent
and technology to achieve world
class recovery and discovery rates.

In all, a satisfying year and one
that augurs well for continuing
productivity in FY2014-15."

Sudhir Mathur, CFO & Acting CEO

Hoday 216330135

Rankings 2013) with assets
including the Rajasthan block,
the largest onshore discovery
in India in 20 years.
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Strategic Report

Operational review contiues

Oil & Gas

1 Raageshwari gas terminal at Rajasthan, Cairn India.

HOW WE PERFORMED
Production performance

%

Unit FY2013-14  FY2012-13 Change
Gross production boepd 218,651 205,323 6.5%
Rajasthan boepd 181,530 169,390 7.2%
Ravva boepd 27,386 29,161 (6.1)%
Cambay boepd 9,735 6,772 43.8%
Oil bopd 209,378 195,780 6.9%
Gas mmscfd 56 57 (2.4)%
Net production-working interest boepd 137,027 127,843 73%
Oil bopd 134,116 125,306 7.0%
Gas mmscfd 18 15 18.7%
Gross production mboe 798 749 6.5%
Working interest production mboe 50.1 46.7 73%

Financial performance

(in US$ million, except as stated)

o
%
FY2013-14 FY2012-13 Change

Revenue

EBITDA

EBITDA Margin

Depreciation

Acquisition related amortisation
Operating (Loss)/Profit

Share in group operating profit %
Capital expenditure

Sustaining

Projects

3,0928 32234 (4.1)%
23470 24404 (3.8)%
75.9% 75.7%
692.4 600.4 15.3%
721.0 8345  (13.6)%
9336 10054 (7.1)%
40.8 40.0
649.4 423.6 53.3%

649.4 423.6 53.3%

Market

%
FY2013-14 FY2012-13 Change

Average Brent Prices — US$/barrel

107.6 1101 (2.3)%

56 Vedanta Resources plc
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Our Strategic Priorities

e Rajasthan development:

— Sustaining production at MBA
fields through EOR, drilling
campaign and facilities upgrade

— Application of North American
model to target world class
recovery at Barmer Hill

— Leverage gas potential through
step-wise development ramp-up

o Increase recovery from mature
assets through infill drilling and
technology adoption

e Continue exploration and appraisal
programme across the portfolio,
with a sharper focus on Rajasthan

e Pursue for extension of Production
Sharing Contracts

Operations

Cairn India achieved average gross
production of 218,651 barrels of oil
equivalent per day (boepd) during
FY2013-14, 6.5% higher than the previous
year. During the year, the Company’s
operations helped reduce the nation’s
dependence on oil imports to the tune

of US$7.5 billion, and contributed over
US$4.0 billion to the exchequer.

In Rajasthan, the Company successfully
achieved its target for FY2013-14 of
production of 200,000boepd, in March.
During the quarter, the block produced
17.2mmboe of oil equivalent, achieving
record total production for the year of
66.3mmboe. In the process, the block
also reached a landmark cumulative
crude oil production milestone of
200mmbbils for the year. As at 31 March,
the cumulative total production from
Rajasthan stood at ~216mmboe.

Atotal of 129 new wells were brought
into production during the year, with

45 wells added in Q4 FY2013-14. This
has led to the block achieving gross
average production of 181,530boepd for
FY2013-14,up 7% Year-on-Year (‘YoY’).

In FY2013-14, Development Area (‘DA’)

1, comprising the Mangala, Aishwariya,
Saraswati and Raageshwari oil and gas fields,
produced a gross average 156,662boepd, up
6% YoY. The Mangala field was the largest
contributor, with the Aishwariya field adding
to volume growth. During the year, DA 2,
comprising the Bhagyam field, produced a
gross average of 24,867boepd, up 15% YoY
as a result of the infill drilling programme.



In FY2013-14, production at Cambay was
44% higher YoY at 9,735boepd, due to the
infill drilling campaign that was completed in
FY2012-13. Production at Ravva was lower
in FY2013-14 at 27,386boepd, although
recovery rates continue to exceed 47 %.

At Rajasthan, we are focused on
infrastructure development for the early
monetisation of exploration success and
improved reservoir recovery through EOR,
infill drilling and facilities upgrades.

Market

The year saw arise in the global demand
for oil, driven mainly by increasing
demand in non-OECD countries and by
the general economic recovery in the
developed world in the second half of
2013 (source: IEA report, February 2014).

Demand increased to 91.3mb/d, arise of
1.4% over 2012. However, global supply
reached 91.5mb/d, an increase of 0.7 %
YoY. The US shale revolution dominated
production growth in North America,
while production in OPEC countries was
lower by 2.1% due to several disruptions
in the second half of the year.

Average Brent prices for the year were lower
by 2.3% at US$107.6/bbl as compared to
FY2012-13. It reached a high of ~US$118/
bbl and a low of ~97/bbl during the fiscal.

In 2014, oil prices are expected to be
stable. Consumption is expected to grow
but it is the balance of supply between
OPEC and non-OPEC producers that will
be the key driver of oil price movement.

Financial performance

Despite the positive impact of higher
volumes, Revenue was offset by higher
profit sharing with the Government

of India (‘Gol’) in DA 1 as a result of
tranche change and lower realisations.
This led to a lower EBITDA of US$2,347.0
million, and a reduced operating profit
for the period of US$933.6 million.

Direct operating expenses (including
transportation) relating to the Rajasthan
field increased to US$3.9/bbl for the year,
compared with US$3.3/bbl last year.

Exploration

Rajasthan

During the year, Cairn India has added
significant oil-in-place resources of over 1
billion boe to the existing 4.2 billion boe. Out
of the 17 wells drilled since the resumption
of exploration in 2013, over 80% have
shown hydrocarbons and the Company has
established six discoveries (2 in Q4 FY2013—
14.and 1 in April 2014). In addition, 266km?

(14%) of the planned 1,900km? of 3D

seismic data acquisition has been completed.

Ravva

The drilling of this ‘high temperature, high
pressure’ prospect reached a depth of
2,720m as at 31 March, 2014. Although
the campaign has witnessed some weather
and operational challenges, the Company
expects to complete the drilling activity
before the onset of the monsoons.

KG Onshore

The extended flow test on the Nagayalanka-

1z-ST appraisal well was completed in
March 2014 and the maximum combined
flow rate achieved was ~850bopd.

Other Indian assets

In KG Offshore, 1,050km? of 3D seismic
data is expected to be acquired over the
course of FY2014-15. The tender has been
awarded for acquisition of ~2,000 line km of
2D seismic in the Mumbai Offshore block.

International assets

In Sri Lanka, discussions are ongoing
with the Sri Lankan Government
regarding commercial terms to
monetise the discovered In-place gas
resources of 73mmboe on the block.

In South Africa, acquisition of 1,98 1km?
of 3D seismic and 3,000 line km of

2D seismic data has been completed
and processing is under way.

Development

The ongoing capex programme is focused
on exploration and development activities
across all the assets, with 87% of the
budget to be invested in the Rajasthan
block over the next three years.

As part of this programme, plans for the
redevelopment of the Raageshwari Deep
Gas field, implementation of the full field
polymer flood EOR in the Bhagyam field,
and better reservoir performance of the
Aishwariya field have all contributed

to a net addition of ~50mmboe to 2P
reserves. This has resulted in a 2P Reserve
Replacement Ratio of ~100% for FY2014.

The Company is embarking on the
implementation of three major
development projects in the Rajasthan
block with a net capex of US$2.4

billion over the next three years:

e Enhanced Oil Recovery (‘EOR’) project
including a drilling campaign and facilities
upgrade: Net Capex — US$1.6 billion
— We are targeting the first polymer

injection in the Mangala field EOR
project within FY2014-15 and have
awarded all contracts for the execution

— The polymer flood EOR plan is in place
for the Bhagyam field and JV alignment
is under way. Plans are being prepared
to extend the polymer flood EOR to the
Aishwariya field

— The Alkaline Surfactant Polymer pilot at
Mangala has commenced

e Barmer Hill development: Net Capex—

US$0.6 billion

— Exploration results confirm BH potential
across the block

— We are replicating the North American
development model to scale up the
development

— Satellite fields are to be put into
production through the Integrated Block
Development Policy (‘IDP’). Raag-S-1,
the 26th discovery in DA 1, was brought
into test production within a year of
discovery

e Gas development: Net Capex —

US$0.2 billion

— Development of the Raageshwari Deep
Gas field is under way

— Upgrading the RDG terminal to higher
capacity and plans to create higher
capacity pipeline infrastructure are
ongoing in order to monetise the
additional gas potential in the block

THE COMING YEAR

Outlook

The Company will continue to focus
on key development projects aimed at
enhancing recovery rates, supported
by an overall planned net capex

of US$3.0 billion by FY2017.

We are targeting a reserve-replacement
ratio of 150% in the next three years,
subject to a PSC extension. We are also
looking to deliver a three-year production
CAGR of 7-10% from known discoveries
with flat production in FY2014-15.

Further exploration activity across
the portfolio will provide additional
upside value and momentum, and
adopting technology will support low-
cost operations and development.

The industry is looking forward to future
growth opportunities in India, from the
PSC extension policy, the fiscal model for
the next round of auctions and the shale
gas policy for pre-NELP and NELP blocks.
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Starting to return to work £




Iron Ore key metrics

e

Production' (mt) R&R - India (mt)
37 433 431

2013 2014

2013 2014

EBITDA (US$m)
84.9

(24.2)

2013 2014

1 Production at Karnataka suspended until December 2013 and
suspended for the full financial year at Goa.

Operational review

continued

“It is encouraging that a more

positive climate for the iron ore
sector started to emerge in the
later part of this reporting year.

State-wide bans on mining have
been in place in both Karnataka

and Goa. However, late in 2013 the
ban was lifted in Karnataka and we
were able to restart operations there
in December. The ban in Goa was
also lifted by the Supreme Court,
with conditions, in April 2014 and
we are working with the relevant
authorities on resuming operations.

We are the largest private
sector producer of iron ore
in India, and have over

3 billion tonnes deposit

in Liberia, West Africa.

As an established mining company
and employer, and with many
years of responsible operations
behind us, we hope for areturn to
sustainable mining at both sites.”

Pramod Unde and AN Joshi,
Interim Management Committee

Hoday 216330135




Strategic Report

Operational review contiues
Iron Ore

HOW WE PERFORMED
Production performance
%
FY2013-14  FY2012-13 Change
Production
Saleable ore (mt) 1.5 37  (59.4)%
Goa - 3.7 (100)%
Karnataka 1.5 0.0 -
Pig iron (kt) 510 308 65.6%
Sales
Iron ore (mt) 0.0 3.1 (99.1)%
Goa - 3.0 (100.0)%
Karnataka 0.0 0.1 (74.2)%
Pigiron (kt) 544 275 97.6%

Financial performance

(in US$ million, except as stated)

%

FY2013-14  FY2012-13 Change
Revenue 267.1 4425  (39.6)%
EBITDA (24.2) 849 (128.5)%
EBITDA Margin (9.1%) 19.2% -
Depreciation 339 441 (23.1)%
Acquisition related amortisation 11.9 402 (70.4)%
Operating (Loss)/Profit before special items (70.0) 0.6 -
Share in Group operating profit % 3.1% 0.0%
Capital Expenditure 436 1281  (66.0)%
Sustaining 141 493 (71.4)%
Growth 29.5 788  (62.6)%
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Our Strategic Priorities

¢ Resuming mining in Goa

e Continuing to add to reserves and
resources by active exploration in
existing brown field areas

e Infrastructure options for the
Liberia mining project

Operations - Goa

Through its order dated 21 April 2014, the
Honourable Supreme Court (‘The Court’)
lifted the ban on mining in the State of
Goaq, subject to certain conditions.

The ruling imposed an interim restriction

on the maximum annual excavation from
the mining leases in the State of Goa. This
restriction (of 20 million tonnes) was subject
to a determination of final capacity by the
Expert Committee appointed by the court.

The Court also ruled that all mining leases
in the State of Goa, including those of Sesa
Sterlite, expired in 2007. Consequently,

no mining operations can be carried out
until the renewal and execution of mining
lease deeds by the State Government.

At the close of the reporting year the
Company was working towards securing
the necessary permissions to resume
operations at the earliest opportunity.

The Court further directed that the entire
sale value arising out of the e-auction of
inventories should be appropriated for
various purposes specified in the order, with
only the average cost of excavation of iron
ores to be paid to the mining lessees.

Further, all sales of iron ore will attract
apayment of 10% of the sale price
to be made by all lessees to the

Goa Iron Ore Permanent Fund.

In Goa, we participated in e-auctions
of inventory and sold 0.3 million
tonnes during the quarter; however,
these were not accounted for in this
reporting year as sales since delivery
did not take place during the quarter.



1 2

Transhipment of iron ore, Engineer at laboratory

Sesa Sterlite. at iron ore operations,
Sesa Sterlite.

The production volumes of pig iron (+66%)
and metallurgical coke (+23%) were
significantly higher, at 510,000 tonnes and
408,000 tonnes respectively. These increases
are primarily due to the commissioning of
new pig iron capacity and the associated
metallurgical coke facilities in FY2012-13.

Operations — Karnataka

Following the clearance from the Court

to resume operations at Karnataka, we
optimised our approved capped annual
capacity of mining at the site. Operations
restarted on 28 December 2013 and
resulted in production of 1.5 million tonnes
in this reporting year. However, only
27,000 tonnes were sold during the year.

Market

World steel production in 2013 was 4.2%
higher than in 2012, standing at a total of
1.6 billion tonnes. This significant growth
was driven mainly by a 66 million tonne
increase in China’s steel production.

World steel consumption in 2013 is
estimated to have increased by 2.9% to a
total of 1.59 billion tonnes. The chief driver
of this growth was a 6% increase in China’s
consumption as the country continued to
be the world’s largest consumer of steel.

In 2014, India’s steel consumption is
also forecast to grow; a 5% increase

is projected as a result of government
spending on infrastructure and a higher
demand for consumer durables.

Iron ore spot prices averaged US$126

(FOB) a tonne, an increase of 3.4% over
the previous year. Spot prices have been
declining through the last quarter of
FY2013-14 and are not expected to recover
to their previously high levels. This is due

to the increased availability of supplies
from new mines starting up in 2015.

Financial performance

EBITDA in FY2013-14 was US$(24.2)
million, compared with US$84.9 million in
the previous year. This negative EBITDA was
mainly due to the continued mining ban in
Goaq, and the ban in Karnataka prior to the
Court lifting it in December 2013. Operating
profit was US$(70.0) million in FY2013-14.

3

Dry screening for ore
processing at Goa,
Sesa Sterlite.

Liberia project

We are currently working with the
government of Liberia on infrastructure
solutions for evacuation of the ore

once mining operations starts.

Reserves & resources

We have identified significant and
potentially low cost ‘start-up’ ores at all
three Liberian projects, with tailings at Bomi
and soft weathered cap ore at Bea and
Mano. Initial studies indicate that these

are resources that are easy to process.
These resources have potential for further
enhancement with more exploration.

THE COMING YEAR

Outlook

We are engaging with the State
Government and MoEF to gain approvals
for starting mining on our leases in Goa,
and we expect production to start in

the second half of the financial year.

Annual report and accounts FY2014  Vedanta Resources plc

61

v
[=d
=
Q
=)
o

el
(a]
o
[0}

o
s}
=
~




A St(gp-Stht year



Copper key metrics

Copper India and Australia

353 26
294
|||| |

2013 2014

2191

|||| 197.9

2013 2014

Copper Zambia

159

2013 2014

257.3

156.3

2013 2014

2013 2014

9.7
| ||||

2013 2014

216
I 177

2013 2014

2551

238.4

2013 2014

Operational review

continued

A

“Looking back over the reporting
year, we experienced a mixture
of progress and challenges.

We underwent a temporary closure at
the Tuticorin smelter and also had to
suspend operations at our Australian
mine due to a mud rush. However, we
were pleased to restart the Tuticorin
smelter at the end June 2013 and
see it ramped up to full capacity and
to commission the second unit of

the captive power plant in Tuticorin.
These positive developments

augur well for the current year.”

P Ramnath, CEO, Copper India
Kishore Kumar, CEO, Base Metals —
Africa

‘ ‘A
“The Konkola underground mine has
one of the largest high-grade ore
bodies in the world, and Vedanta
has been channelling resources,

experience and talent into realising
its considerable potential.

During the year, production was
affected by unscheduled stoppages.
As ateam we are focusing on
measures to improve productivity
and operational efficiencies in order
to deliver increased volumes. With
my 20 years of experience in African
resource development, I am excited
about the opportunity at KCM as
we overcome our current challenges
and look forward to working with
the Government of Zambia as a
partner and a key stakeholder.”

Kishore Kumar, CEO, Base Metals —
Africa
Steven Din, CEO, Copper Zambia
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Strategic Report

Operational review contiues
Copper

India and Australia

Operations

Production during the year was affected
by two main events. In January 2014
operations at our Australian mine

were suspended following a mud rush
incident. We are working with Work Safe
Tasmania to resume once operating
practices have been modified.

Our Tuticorin smelter also had to be
temporarily suspended, post favourable
order of National Green Tribunal, the smelter
restarted in end June 2013. As a result, our
copper cathode production was reduced

by 16.6% to 294,000 tonnes. However,
when operations were restarted the smelter
operated at its full rated capacity.

In March 2014, the Company received
the long-awaited regulatory approval
for the second unit of the 2 x 8OMW
power plant in Tuticorin. We duly
commissioned the unit which generated
25 million units over the year.

Market

The year saw the average LME copper
HOW WE PERFORMED price fall by 9.6% while treatment and
Production performance refining charges (TCs/RCs) increased

by 30% compared to 2012.
FY2013-14  FY2012-13 % Change

Production (kt) Global refined copper production
India — Cathode 294 353 (16.6)% in 2013 was 21 million tonnes, an
Australia — Mined metal content 18 26 (31.5)% increase of 3.2% over 2012, with global

consumption growing by 5.6%.

Market Global copper mine production improved
considerably from the third quarter of
FY2013-14 as stable operations continued.
Average LME cash settlement prices (US$ per tonne) 7,103 7,853 (9.6)% This led to an increase in availability of
Realised TCs/RCs (US cents per Ib) 16.6 12.8 30.0% copper concentrates with attendant

higher TCs/RCs. Annual market settlement
of TCs/RCs for supplies in the calendar
year 2014 saw an increase of around
FY2013-14 FY2012-13 % Change 31% over the market terms in 2013.

Unit conversion costs (CoP) — (US cents per Ib) 9.7 8.7 12.0%

FY2013-14 FY2012-13 % Change

Unit costs

The premiums also rose significantly in
the international markets in Q3 and Q4
due to supply disruptions and increased
demand from customers in China.

The annual premiums for 2014 have
risen over 50% compared to 2013.
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Our Strategic Priorities

e Sustaining operating efficiencies and cost leadership at

copper smelting operations

e Implementing a safe way to resume mining and
production in the Mt. Lyell district in Australia

Consumption in the Indian primary copper
market increased slightly in 2013, although
our share of the refined copper market fell
due to production disruption experienced

in Q1. We currently hold a 29% share of the
refined domestic market. The demand for
refined copper in India is expected to grow
to 2 million tonnes by 2030, representing a
Compounded Annual Growth Rate (‘CAGR’)
of approximately 7%. Indian copper demand
will be driven by investments in infrastructure
projects, development of power generation
capacities and continued urbanisation.

Unit costs

In the Tuticorin smelter, cost of
production (‘CoP’) increased from 8.7
US cents per/Ib to 9.7 US cents per/
Ib, mainly due to lower volumes and
significantly lower by-product credits.

TCs/RCs have improved significantly
—by 30% — compared to last year.

In FY2013—14, the unit cost of production
at our Australian operations, including
TCs/RCs and freight, was 240 US cents
per Ib; this was up from 220 US cents in
the previous year, due to lower volumes
and lower by-product credits.

Financial performance

EBITDA for FY2013-14 was US$197.9
million compared with US$219.1 million

in the previous year. This reduction was
mainly driven by lower profit from our
Australian operations due to the suspension
of operations in Q4 FY2013-14. Higher CoP
at our Indian operations, lower volumes
partially offset by higher TCs/RCs.

Operating profit was US$155.7
million in FY2013-14, down from
US$175.9 million the previous year.

Financial performance

1

Night view of Tuticorin smelting complex, Sesa Sterlite.

2
Molten metal at Tuticorin smelter, Sesa Sterlite.

3
Copper rods, Sesa Sterlite.

(in US$ million, except as stated)

FY2013-14  FY2012-13 % Change
Revenue 3,404.8 3,991.1 (14.6)%
EBITDA 197.9 2191 (9.7)%
EBITDA Margin 5.8% 55% -
Depreciation and Amortisation 421 432 (2.5)%
Operating (Loss)/Profit before special items 155.7 1759  (11.5%
Share in Group operating profit % 7.2 6.9
Capital Expenditure 56.2 89.4 (37.M%
Sustaining 373 476  (21.6)%
Growth 18.9 418  (54.8)%
Outlook
At Copper India, the Tuticorin smelter
underwent a planned 22-day maintenance
shutdown, starting on 26 April 2014.
This came after a record campaign life
of 45 months and we are now targeting
improved plant availability and reliability.
Mine production at our Australian
mine is expected to start in a staged
manner and at lower volumes, once
regulatory approvals are received.
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Strategic Report

Operational review contiues
Copper

/ambia

Strategic priorities

e Ramping up mine development at
Konkola to realise its ore production
potential

e Optimising the blend and
throughput of feed to the Tailings
Leach Plant for higher production

e Realising cost efficiency, driven by
volume growth and other measures

e Improving productivity

Operations

The year saw mined metal production
fallby 19.2% in FY2013-14
compared to the previous year.

This was mainly due to the suspension

of mining operations in January 2013 at
the Chingola open pit mine (‘COP F&D’).
Konkola production was also affected by
the temporary closure of shafts 1 & 4 due
to safety and the integrity and availability
of equipment. Mined metal production

HOW WE PERFORMED also included tailings leach plant primary
Production performance copper production of 56,000 tonnes.
7 Copper custom production was lower
- = h
: A Lt by 5.8%, constrained by blending
Production (kt) challenges and by an ongoing issue
Mined Metal 128 159 (19.2)% regarding the recovery of VAT credits.
Finished Copper 177 216 (181)% On this latter point we are in discussions
Integrated 124 160 (22.3)% with the Zambian Government on
Custom 53 56 (5.8)% this pressing industry-wide matter.
. . . Markets
Unit costs (integrated production) KCMs traditional markets in Asia and
o the Middle East experienced improved
FY2013-14  Fv2012-13 Change demand in the latter half of the year,
C1 cash costs (US cents per Ib)’ 2384 2551  (6.5)%  leadingtoimprovement in premiumin
Total cash costs (US cents per Ib)? 3340 3540  (56)%  theannualnegotiations for CY2014.

1 C1 cash cost, excludes royalty, logistics, depreciation, interest, sustaining Capex.
2 Total cash cost includes sustaining Capex.
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1
Operations at Konkola underground mine, KCM.

Unit costs (integrated production)

The unit cost of production without royalty,
logistics, depreciation, interest and sustaining
capex decreased to 238.4 US cents per Ib in
FY2013-14,6.5% lower than the previous
year. This was due to the suspension of
operations at the high-cost COP F&D

mine, partially offset by lower volumes.

Financial performance

EBITDA in FY2013-14 was US$156.3 million
compared with US$257.3 million in the
previous year, impacted by lower volumes
and lower metal prices. These factors also
contributed to a loss of US$89.0 million after
tax at Copper Zambia during FY2013-14.

THE COMING YEAR

Outlook

At Konkola, we are working to improve

the trackless equipment’s availability

and utilisation rates, as well as recruiting
key underground specialists and trainers.
Several improvement initiatives and
technical interventions have been planned
to bring about a gradual improvement

in production from current levels. Safety,
management of underground contractors
and productivity are the key focus areas.

We are working to secure custom
concentrates which, when blended with
integrated production, will enable us to
run the smelter at the minimum optimum
level that is technically possible.

2
Conveyor leading to KDMP headgear of shaft #4, KCM.

Financial performance

(in US$ million, except as stated)

FY2013-14 FY2012-13 % Change
Revenue 1,271.4 1,742.8 (27.0)%
EBITDA 156.3 2573  (393)%
EBITDA Margin 12.3% 14.8% -
Depreciation and amortisation 171.5 1937  (11.5%
Operating (Loss)/Profit before special items (15.3) 63.6  (124.1)%
Share in group operating profit (%) (0.7) 2.5 -
Capital expenditure 150.9 2598  (419)%
Sustaining 114.2 1714 (33.4)%
Growth 36.7 88.4  (58.5%

Progress against strategic priorities

@

Transforming the water footprint
at Copper Zambia

A

2007

Our Copper Zambia operations have made
significant strides in recent years to
improve the environmental impact. The
Konkola Mine is one of the wettest in the
world so the primary focus has been on
water: improving quality, reducing
discharges and increasing recycling.

Over US$5 million has been invested in
underground water rehabilitation with new
pumps to handle slurry and desilting,
decreasing the total suspended solids
(‘TSS’) in discharged water by an
impressive 75% in four years. The Pollution
Control dam has been desilted and

Today

effluent from the Nkana refinery is being
treated with the recycled effluent reused
to wash copper cathodes and water
vegetation around the mine site, reducing
monthly domestic water consumption
significantly by over 50%.

Now, the Kafue River upstream and
downstream is once again a reliable
water resource for irrigation, fishing and
transportation for the communities

that live along its banks and KCM is
looking to improve further, targeting
global best-in-class global environmental
sustainability standards.
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Alun il

Record producti®n powered
by improved efﬁciemiies



Aluminium key metrics

527 524

2013 2014

287.3

202.6 I

2013 2014

1,879

I 1,658

2013 2014

774 794

2013 2014

353 358

2013 2014

Operational review

continued

“We are the largest aluminium
producer in India and our
performance in FY2013-14
consolidated that position.

We achieved:

Record aluminium production

of 794kt

Utilisation at rated-capacity for both
operating smelters (Korba-II and
Jharsuguda-I)
Recommencement of operations
at our Lanjigarh refinery
Considerable improvement in
operational efficiencies

A continuing second quartile
position on the cost curve, even
without captive bauxite

First metal tapping at the Korba
325ktpa aluminium smelter

We believe that with the above
strengths we will be able to address
the challenges of securing feed
stock for our aluminium operations
enabling the completion of our
projects and ramp up of production.
This will serve as a powerful
springboard for the year ahead.”

SK Roongta, CEO, Aluminium

Hoday ,s1032211Q Joday 216330135
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Strategic Report

Operational review contiues

Aluminium

1
Aerial view of Jharsuguda smelting complex, Sesa Sterlite.

HOW WE PERFORMED
Production performance
FY2013-14  FY2012-13 % Change
Production (kt)
Alumina - Lanjigarh 524 527 (0.6)%
Aluminium — Jharsuguda 542 527 29%
Aluminium — Korba 252 247 21%
Total Aluminium 794 774 2.6%
Sale of surplus power (million units) 126 323 (61.00%
Unit costs
(US$ per tonne)
FY2013-14 FY2012-13 % Change
Alumina Cost 358 353 1.4%
Aluminium production cost 1,658 1,879  (11.8)%
Jharsuguda CoP 1,602 1,869 (14.3)%
Jharsuguda smelting cost 889 1,090 (18.4)%
BALCO COP 1,781 1,901 (6.3)%
BALCO smelting cost 1,082 1,165 (7.1)%
Market
%
FY2013-14 FY2012-13 Change
Average LME cash settlement prices (US$ per tonne) 1,773 1,974 (10.2) %
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Operations

Following the resumption of operations

at our Lanjigarh refinery in July 2013, the
facility ramped up well and delivered 524kt
production through to March 2014.In Q4,
the refinery had a capacity utilisation of
91%. This resulted in a steady increase of
alumina feed from Lanjigarh to our smelters,
contributing to 28% of the smelters’ alumina
requirements in FY2013-14 and 49% in Q4.

The MoEF rejected the grant of stage II
forest clearance for the Niyamgiri mining
project of Odisha Mining Corporation
Limited (‘'OMC’). The area is one of the
sources in Odisha for the supply of bauxite
to the alumina refinery at Lanjigarh. As we
have stated, the Company will not consider
developing any bauxite resources, including
the Niyamgiri mines, without the invitation
and consent of the local communities.
Certain mining assets (@mounting to US$11
million) which relate to the Niyamgiri

mines have been charged to the income
statement as a special item during the year.

A Memorandum of Understanding (‘MoU’)
with the Government of Odisha (through
OMC) states that we require 150 million
tonnes of bauxite. We are actively working
with the Odisha State Government to agree
the allocation of other bauxite mines. The
Company is also considering sourcing bauxite
from alternative sources to support the
existing and expanded refinery operations.

With regard to the expansion project

at Lanjigarh, the Company’s fresh
application for environmental clearance
is under consideration. In the meantime
the expansion plans are on hold.

Production of aluminium in FY2013-14
was arecord 794,000 tonnes, an increase
of 2.6% compared to the previous

year. During the year the Jharsuguda-I
and Korba-IT smelters were both
operating above their rated capacity.



Strategic priorities

e Securing captive refinery feed to realise the full potential
of cost efficiencies and increase capacity utilisation

e Securing regulatory approvals for refinery expansion

o Commissioning the unused smelter capacities at BALCO

and Jharsuguda

 Expediting development of the captive coal block at

BALCO

Unit costs

Alumina CoP was US$358 per tonne in
FY2013-2014. The CoP of hot metal
at Jharsuguda was US$1,602 per
tonne compared with US$1,869 per
tonne in the previous year, a 14.3%
decrease. This was due mainly to the
decrease in our power costs, driven by
operational efficiencies, better coal
mix, reduced specific coal consumption
and specific power consumption.

At the Korba smelter, the CoP decreased

to US$1,781 as a result of the depreciation
of the Indian rupee, although in Indian
rupee terms the CoP actually increased.
This was due to increased power costs
when the agreed coal quota allowances
tapered by another 25% this year. However,
this was partially offset by the improved
operational efficiency of the plant.

Even without captive bauxite, and despite
having to rely on imported alumina, our
aluminium operations at Jharsuguda and
Korba were ranked in the first and second
quartile of the global cost curve respectively.

Market

Average LME prices for aluminium
for the year were US$1,773, a decline
of 10.2% on the previous year'’s
average price level of US$1,974.

Global primary aluminium consumption
recorded growth of 5.3% to 49 million
tonnes in 2013 over 2012 (47 million tonnes).
Primary aluminium demand is expected to
grow by 6% per year during the period 2013
— 2017, supported by the transport sector
worldwide and substitutions in favour of
aluminium. We also anticipate a near-term
increase in demand from the transport sector
in 2015. Domestically, investments in the
infrastructure and transport segments are
also expected to boost demand. We currently
have a market share of 48% in India.

Financial performance

EBITDA for FY2013-14 was up by 41.8%
at US$287.3 million, compared with
US$202.6 million in the previous year. This
increase was due to lower CoP, Indian
rupee depreciation and higher volumes,
but was also partially offset by lower

LME prices which dropped by 10%.

Financial performance

(in US$ million, except as stated)

FY2013-14 FY2012-13 % Change
Revenue 1,785.4 1,837.8 (2.9)%
EBITDA 2873 202.6 41.8%
EBITDA Margin 16.1% 11.0% -
Depreciation and amortisation 174.7 191.2 (8.6)%
Operating Profit before special items 1125 1.4 -
Share in Group operating profit (%) 5.2 0.4
Capital Expenditure 165.3 4241 (61.0)%
Sustaining 183 412 (55.6)%
Growth 1471 3829  (61.6)%
Further MTM foreign exchange losses THE COMING YEAR

on operational payables were decreased
by ~US$27.4 million as a result of the
prudent step of taking forward cover

on US dollars. This helped to increase
EBITDA and operating profit was

also higher at US$112.5 million.

Projects

We commenced operation of the Korba-
I1I 325kt smelter, achieving first metal
tapping in Q4. We produced around 900
tonnes of aluminium with power sourced
from the BALCO 810MW power plants.
Of the first 84 pots, 36 pots had been
started as at 31 March 2014. We can
support up to 84 pots with the existing
power plants at BALCO. We expect to ramp
up the 325ktpa BALCO-IIT Aluminium
smelterin Q2 FY2014-15 once the Korba
1,200MW power plant is operational. The
first unit of this power plant is expected
to be synchronized in Q1 FY2014-15.

The Company expects to commence

mining coal from its Durgapur coal

block in Chattisgarh once we receive the
mining lease and lease deed as well as

the requisite permission from the DGMS/
Coal Controller of Mines, expected by the
end of Q2. Mining operations are likely to
commence in Q3 FY2014-15 and excavation
of coal is expected by Q4 FY2014-15.

Annual report and accounts FY2014  Vedanta Resources plc

Outlook

We are optimistic that our existing facilities
will continue to operate at above their

rated capacities in the coming year. We are
focused on putting the new capacities and
the associated power plants into operation.
We are also working on feedstock security in
terms of bauxite sourcing, alumina sourcing
and the coal block start-up at BALCO.

We also expect a progressive start-up of new
pot lines at our Jharsuguda smelter, once

we have permission from the authorities to
use power from our 2,400MW power plant.

The resulting increase in volumes, combined
with operational efficiencies and an
expected higher proportion of value-added
products, should provide improved returns.

We are working on securing captive feed
for the Alumina refinery, but will not
access Niyamgiri or other deposits without
the prior consent of local communities.
We will also work with OMC to help

them meet their MoU commitment to

us from other regional resources.
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Power

Well placed for
an upturn in
demand
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Power key metrics

Power sales in
million kwh

10,129

I 9,374

2013 2014

EBITDA (US$m)
2285

I 168.4

2013 2014

Unit costs
(US cents/kwh)

4.

37

2013 2014

Operational review

continued

“We experienced a period of
distribution challenges and low
customer demand that led to
lower sales even though there was
unmet end-user demand. Despite
this, we were generally pleased
with progress during the year.

We recorded:

e Increased sales of 7,625 million
units, up 1% from the previous year,
from the Jharsuguda 2,400MW
power plant
Synchronisation of the first 660MW
unit of the 1,980MW Talwandi Sabo
power plant

Although the near-term outlook for
sales remains weak, the completion
of several steps being taken by

the Government should enhance
grid connectivity and the market

environment for power generators.”

SK Roongta, CEO, Power
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Strategic Report

Operational review contiues
Power

HOW WE PERFORMED
Production performance
%
FY2013-14  FY2012-13 Change
Power Sales (MU) 9,374 10,129 (7.5)%
MALCO and Wind Energy 1,359 1,358 0.1%
BALCO 270MW 390 1241 (68.6)%
Jharsuguda 2,400MW' 7,625 7,530 1.3%
1 Includes production under trial run nil million units in FY2013-14 vs 795 million units in FY2012-13.
Unit costs
%
FY2013-14  FY2012-13 Change
Sales realisation (US cents/Kwh) 5.9 6.5 (10.3)%
Cost of production (US cents/Kwh) 37 4.1 (10.M%
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Strategic priorities

e Enhancing access to power
transmission facilities

e Working with the Government on
coal sourcing

e Completing the 1,980MW Talwandi
Sabo power project

Operations

Overall power sales declined over the year
to 9,374 million units, a fall of 7.5% on
the previous year. This was mainly due to
lower sales by the BALCO 270MW power
plant, resulting from lower power tariffs
and weak demand. This was partially
offset by marginal higher volumes

from the Jharsuguda 2,400MW power
plant. It operated at a 40% plant load
factor (‘PLF’) but was affected by weak
demand and transmission constraints.

Market

Capacity of more than 23,000MW has
been added in India over the last five years
by independent power producers (‘IPPs’).
This is derived from mainly thermal sources
at around 68% and renewables at around
13%. Although this has not exceeded the
Government’s target, more capacity has
been added than in the preceding 15 years.
Per capita consumption of electricity in the
country was about 917.18kwh in 2013.

Unit costs

We saw an improvement in average power
generation costs in FY2013-14, falling to

3.7 US cents per unit compared with 4.1 US
cents per unit in the previous year. This was
driven by the Indian rupee’s depreciation
translating into lower costs in US dollar terms.

Average power sales prices were lower in
FY2013-14 at US cents 5.9 per unit
compared with US cents 6.5 per unit in the
previous year.

Financial performance

EBITDA decreased significantly in FY2013—
14 at US$168.4 million compared with the
previous year’s US$228.5 million, primarily
as a result of the lower tariff currently being
recognised from the power supply company
Gridco in Odisha where the interpretation
of the tariff agreement is subject to
ongoing dispute. Other factors like lower
PLF as a result of lower demand, but better
variable costs largely offset each other.



As a result operating profit was also reduced
by 48.1% to US$68.9 million coupled with
higher depreciation of the Indian rupee.

THE COMING YEAR

Projects

The boiler light-up of the first 660MW
unit of the 1,980MW Talwandi Sabo
power plant was achieved in Q3, followed
by the synchronisation. Coal logistics
were established in Q4 and we expect

to commence trial runsin Q1 FY2015.

Outlook
We are focused on commissioning and

ramping-up the Talwandi Sabo power plant.

Our exposure to third party sales will
reduce as we gradually ramp up our
Aluminium smelter production at
Jharsuguda. We also anticipate that with
the improvement in the economic climate
and industrial performance generally,

the demand and hence the open market
price for power is expected to recover
significantly in the next few years.

1

Turbine Generator of the
1,215MW Power Plant,
Jharsuguda, Sesa Sterlite.

2
Turbine generator,
Talwandi Sabo project.

........................................................................................................................................................................

We commissioned the Vizag General
Cargo Berth (‘VGCB’) in Q4 FY2013. There
has been a continuous increase in the
tonnage handled at VGCB, and during
FY2014 we handled 4.7 million tonnes and
generated an EBITDA of US$4 million.

VGCB is one of the deepest coal terminals
on the eastern coast of India, which
enables docking of large Capesize vessels.
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Directors’ Report

Board of Directors

Anil Agarwal (61) Executive Chairman

Background and experience

Mr Agarwal founded the Group in 1976 and has over 35
years of entrepreneurial and mining experience. He has
helped to shape the Group’s strategic vision and under
his leadership, the Group has achieved tremendous
growth both organically and through value generating
merger and acquisition activity, creating a world class
diversified portfolio of large structurally low-cost assets
which are capable of generating strong cash flow.

Navin Agarwal (53) Deputy Executive Chairman

Date of appointment
Mr Agarwal was appointed to the Board in May 2003
and became the Executive Chairman in March 2005.

Committee membership
Chairman: Nominations Committee.

Background and experience

Mr Agarwal has over 25 years of senior management
experience within the Group. As Chairman of the
Executive Committee, he has been instrumental in
driving the execution of the strategy set by the Board.

He is also responsible for the supervision oversight

of capital raising initiatives, global investor relations
and talent development at senior management
levels. Mr Agarwal has helped to develop a culture of
continuous improvement with the implementation
of best management practices across the Group.

Date of appointment

Mr Agarwal was appointed to the Board in
November 2004 and became the Deputy
Executive Chairman in June 2005.

Committee membership
Chairman: Executive Committee.

Background and experience

In March 2014, Mr Mehta stepped down as Chief
Executive Officer of the Board following his appointment
in October 2008. Prior to this he held key managerial
and operating roles within the Vedanta Group, in
particular, chief executive officer of Hindustan Zinc. Mr
Mehta has been instrumental in driving several Group
transformational initiatives. Prior to joining the Group

in 2000, he held various senior management roles in
sales, commercial, projects and finance functions in

the steelindustry for over 20 years. Mr Mehta has a
mechanical engineering degree and a master’s degree
from the Indian Institute of Management, Ahmedabad.

Tom Albanese (57) Chief Executive Officer

Date of appointment
Mr Mehta was appointed to the Board in October
2008 and stepped down on 31 March 2014.

Committee membership
Member: Sustainability and Executive Committees.

76 Vedanta Resources plc

Background and experience

Effective 1 April 2014, Mr Albanese is appointed the
Chief Executive Officer and a director of Vedanta
Resources plc. In September 2013, Mr Albanese was
appointed Chairman of Vedanta Resources Holdings
Limited, the holding company of Sesa Sterlite Limited
and Konkola Copper Mines. He is also a director of
Franco-Nevada Corporation, a Toronto-based gold
and metal streaming company. From 2007 to January
2013, Mr Albanese was chief executive officer of Rio
Tinto Plc. Mr Albanese joined Rio Tinto in 1993 when
the company acquired Nerco Minerals, where he was
chief operating officer from 1989 to 2000. Mr Albanese
joined Nerco Minerals in 1985 as an analyst, prior

to working as an engineer from 1981 to 1983 on an
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Alaskan gold project acquired by Nerco. Mr Albanese
previously served on the boards of Ivanhoe Mines
Limited, Palabora Mining Company and Turquoise
Hill Resources Limited. In addition, he is a member of
the Board of Visitors, Duke University, Fuqua School
of Business. Mr Albanese holds a bachelor’s degree
in mineral economics and a master’s degree in
mining engineering from the University of Alaska.

Date of appointment

Mr Albanese was appointed to the Board on 1 April
2014. Mr Albanese was also appointed Chief
Executive Officer of Vedanta’s main operating
company, Sesa Sterlite Limited, on 1 April 2014.



Aman Mehta (67) Senior Independent Director and Non-Executive Director

Background and experience Group N.V. and a director of the Indian Council for
Mr Mehta is currently a non-executive director of Jet research on international economic relations. Mr Mehta
Airways (India) Limited, Tata Consultancy Services has a degree in economics from Delhi University. Mr
Limited, PCCW Limited, Wockhardt Limited, Max Mehta has over 30 years of global executive experience
India Limited, Godrej Consumer Products Limited with a strong financial background and has provided
and Cairn India Limited. He is also a member of the effective oversight through rigorous challenge to the
Board of Governors of the Indian School of Business in Board and the Audit Committee in their deliberations.
Hyderabad, India. Mr Mehta had a 36-year career at
Hong Kong and Shanghai Banking Corporation (‘HSBC’) Date of appointment
where he held a number of executive positions such Mr Mehta was appointed to the Board in
as chairman and chief executive officer of HSBC USA November 2004.
Inc, deputy chairman of HSBC Bank, Middle East and
chief executive officer of HSBC Asia Pacific, a position Committee membership g
i he held until his retirement. He was also previously a Chairman: Audit Committee. o
i : non-executive director of MGF Emaar Limited, ING Member: Nominations and Remuneration Committees. é’
(%]
&
Euan Macdonald (74) Non-Executive Director 3
b=
Background and experience Date of appointment
Mr Macdonald has a wealth of corporate and financial Mr Macdonald was appointed to the Board in March
knowledge having previously spent over 20 years 2005.
with SG Warburg, specialising in emerging market
finance. From 1995 to 1999, Mr Macdonald was Committee membership
chairman of SBC Warburg India, responsible for the Member: Audit, Nominations and Remuneration
bank’s activities in India, and from 1999 to 2001 Committees.

he was executive vice chairman of HSBC Securities
and Capital Markets, India. Mr Macdonald has a
degree in economics from Cambridge University
and a master’s degree in finance and international
business from Columbia Business School.

Geoffrey Green (64) Non-Executive Director

Background and experience Date of appointment

Mr Green was a partner of a leading international law Mr Green joined the Board in August 2012.
firm, Ashurst LLP from 1983 to 2013, and formerly

served as Ashurst’s senior partner and chairman of its Committee membership

management board for 10 years until 2008. He then Member: Remuneration Committee.

served as head of the firm’s expanding Asian practice
from 2009 to 2013, based in Hong Kong. He has a
wealth of knowledge in respect of the UK corporate
governance framework and strategic matters, having
been a legal adviser to several major UK listed companies
and their boards on a wide variety of corporate and
governance issues; he brings to the Board a strong
understanding of UK regulatory and strategic matters.
Mr Green has a degree in law from Cambridge

University and qualified as a solicitor at Ashurst LLP.

Deepak Parekh (70) Non-Executive Director

Background and experience Date of appointment

Mr Parekh is the chairman of Housing Development Mr Parekh joined the Board in June 2013.
Finance Corporation, India’s leading financial services

conglomerate with a presence in banking, asset Committee membership

management, life insurance, general insurance, Member: Audit and Nominations Committees.

real estate, venture funds and education loans. He

is the non-executive chairman of GlaxoSmithkline
Pharmaceuticals and Siemens, in India. Mr Parekh is
also on the boards of Exide, Mahindra & Mahindra,
Indian Hotels and the international board of DP World
in the UAE. In addition, he is on the advisory boards
of several Indian and multinational corporations.

Mr Parekh was the first international recipient of

the Institute of Chartered Accounts in England and
Wales outstanding achievement award in 2010.
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Senior management team

The Executive Committee and

senior management team support
the Board and oversee the
implementation of the Group’s
strategic initiatives set by the Board.
Mr Navin Agarwal stepped down as
Chair of the Executive Committee on
31 August 2013, and was replaced by
Mr Albanese on 1 September 2013.
On 31 March 2014, Mr MS Mehta
stepped down from the Executive
Committee which comprises the
following members:

78 Vedanta Resources plc

Tarun Jain

Whole-time Director, Sesa Sterlite
Limited (‘Sesa Sterlite’)

Mr Jain joined Sesa Sterlite in 1984 and has
nearly 30 years of experience in finance,
accounts, audit, taxation and company
secretarial. He is responsible for corporate
finance, corporate strategy, business
development and mergers and acquisitions
at Sesa Sterlite. Mr Jain is a graduate of the
Institute of Cost and Works Accountants

of India and a fellow of the Institute of
Chartered Accountants of India and the
Institute of Company Secretaries of India.

DD Jalan

Chief Financial Officer and whole-time
Director, Sesa Sterlite Limited

Mr Jalan is the Chief Financial Officer of
Vedanta Resources plc and whole-time
Director of Sesa Sterlite. He is a fellow
member of the Institute of Chartered
Accountants of India. Mr Jalan has over
35 years of experience in finance, accounts,
audit, taxation, secretarial and legal
matters. Prior to joining Sesa Sterlite in
2001 he worked with Aditya Birla Group as
the Executive President of Birla Copper.

Akhilesh Joshi

Chief Executive Officer and whole-time
Director, Hindustan Zinc Limited (‘HZL’)
Mr Joshi joined the Group in 1976 and was
appointed as Chief Executive Officer in
February 2012. In October 2008, he became
Chief Operating Officer and whole-time
Director of HZL. Prior to this, he was the
Senior Vice President of Mines responsible
for the overall operations at all mining
units. He is also a Director of Madanpur
South Coal Company Limited. Mr Joshi has
amining engineering degree and a post
graduate diploma in economic evaluation
of mining projects from the School of
Mines, Paris. He also has a first class Mine
Manager’s Certificate of Competency.
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Rajagopal Kishore Kumar

Chief Executive Officer (Africa,

Base Metals)

Mr Kumar joined the Group in April 2003,
and served as Chief Executive Officer of Sesa
Sterlite and Konkola Copper Mines in Zambia
from June 2004 to December 2006, before
being appointed as Chief Executive Officer,
Africa (Base Metals). Mr Kumar has 28 years
of experience and expertise in accountancy,
commerce, marketing, supply chain
management, mergers and acquisitions

and human capital development. Prior to
joining the Group, Mr Kumar was employed
by Hindustan Lever Limited for 12 years.

P Elango

Interim Chief Executive Officer and
whole-time Director, Cairn India Limited
Mr Elango served as Interim Chief Executive
Officer from August 2012 to May 2014, and
whole-time Director from January 2013 to
May 2014, of Cairn India. Mr Elango joined
Cairn India in January 1996 and served as
director of strategy and business services.
He was involved in both commercial and
asset management functions of Cairn India.
Mr Elango has over 20 years’ experience in
the Indian oil and gas sector, 10 years of
which were with the state-owned Oil and
Natural Gas Corporation. He holds a master’s
degree in management studies from the
Annamalai University of Tamil Nadu.

Mr Elango stepped down from his
position on 2 May 2014, and Mr Sudhir
Mathur, Chief Finance Officer, has
taken over the additional responsibility
as interim Chief Executive Officer.



Jeyakumar Janakaraj

Chief Executive Officer and whole-time
Director, Konkola Copper Mines (‘KCM’)
Mr Janakaraj joined Sterlite Copper in
September 1995. In July 2002, he moved to
HZL to head the Group’s expansion projects.
From 1992 to 1995, Mr Janakaraj worked at
Essar Steel. Mr Janakaraj has a bachelor’s
degree in Mechanical Engineering from

PSG College of Technology, Coimbatore.

In 2006 and 2008, he was recognised

by the Indian Institute of Metals for his
contribution to the Indian non-ferrous sector.

Mr Janakaraj stepped down from his position
on 15 August 2013. On 12 May 2014, Steven
Din was appointed Chief Executive Officer
of KCM reporting to Mr Kishore Kumar, Chief
Executive Officer of Base Metals, Africa.

Mr Din has over 20 years of experience

in the resources industry. Mr Din’s most
recent role was Chief Executive Officer

of minerals for Essar in Zimbabwe. Prior

to this Mr Din was Managing Director of
Strategic Projects for Rio Tinto in Senegal.

Sushil Kumar Roongta

Managing Director of Aluminium &
Power and Vice Chairman, Bharat
Aluminium Company Limited (‘BALCO’)
Mr Roongta is responsible for Vedanta'’s
Aluminium and Power business. Prior to
joining the Group, Mr Roongta worked
with the Steel Authority of India for almost
four decades, before being appointed as
Commercial Director in 2004 and later as
Chairman of the Board in August 2006.
Mr Roongta has a bachelor’s degree in
engineering and a post graduate diploma
in Business Management in International
Trade. He serves as an independent
director on the Boards of Neyveli

Lignite Corporation Limited, Shipping
Corporation of India Limited, Jubilant
Industries Limited, Hindustan Petroleum
Corporation Limited and ACC Limited.

PK Mukherjee

Whole-time Director, Sesa Sterlite
Limited

Mr Mukherjee joined Sesa Goa Limited in
April 1987.In April 2006, he was appointed
as Executive Director of Sesa Goa and the
Group’s iron ore division. Mr Mukherjee
has 34 years of experience in finance,
accounts, costing, taxation and general
management. He has a bachelor’s degree
in Commerce from Calcutta University.

Mr Mukherjee stepped down from his
position on 31 March 2014. The iron ore
division is currently being managed by an
interim management committee comprising
Mr Pramod Unde and Mr Akhilesh Joshi.

Dilip Golani

Director, Management Assurance and
Information Technology

Mr Golani currently heads the Group’s
Management Assurance function, a position
he also previously held from April 2000

to July 2004. Mr Golani headed the Sales
and Marketing function at HZL and the
Group Performance Management function
from August 2004 to November 2005.
Prior to joining the Group in April 2000, Mr
Golani was responsible for managing the
Operations and Marketing functions for
one of the export businesses of Unilever
India. He has over 25 years of experience.
Mr Golani has a degree in Mechanical
Engineering and a post graduate degree in
Industrial Engineering and Management.

A Thirunavukkarasu

President, Group Human Resources

Mr Thirunavukkarasu joined the Group

in April 2004 and became Senior Vice
President, copper division, heading the
human resources, total quality management,
corporate social responsibility and public
relation functions, prior to becoming the
head of Group human resources in July 2007.
He previously held senior management
positions in English Electric, Hindustan Lever
and TVS Electronics. He holds a bachelor’s
degree in Literature and a master’s degree in
Social Work from Loyola College, Chennai.

M Siddiqi

Group Director, Projects

Mr Siddigi joined the Group in 1991 and
rising through several operational roles,

he led the set up of the Group’s large
Aluminium and Power projects including
BALCO smelters and captive power plants.
He also played a key role in setting up the
Copper smelter at Tuticorin. Prior to his
appointment as Group Director of Projects
he was Chief Executive Officer of the Group’s
Aluminium division. Prior to joining the
Group, Mr Siddigi held senior positions in
Hindustan Copper Limited. He has over 35
years of industry experience. Mr Siddigi has
a Mechanical Engineering degree from the
Indian Institute of Technology, New Delhi.
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Directors’ Report

Corporate Governance report

Anil Agarwal Chairman
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Dear Shareholder,

As Chairman, I am responsible for ensuring that the Board operates
effectively. Throughout the year we have continued to develop our
practices to reflect the evolution of the Group’s business
transformation and Board composition.

In my statement last year, I outlined that we had undertaken a review
of the composition needs of the Board in the light of the Group’s
changing strategy and the length of tenure of our Directors.

The Board

In March 2014, Mr MS Mehta stepped down as Chief Executive
Officer after serving on the Board since October 2008. The Board
thanks Mr Mehta for his vision and leadership in that role over the
past six years and for his outstanding contribution to the success and
development of the Group since 2000, and I wish him well in the
future. Replacing Mr Mehta, I am delighted to announce the
appointment of Mr Tom Albanese as Chief Executive Officer with
effect from 1 April 2014. As the former chief executive officer of Rio
Tinto, Mr Albanese brings the vital experience necessary to drive
growth and innovation throughout the Group.

In August 2013, following the conclusion of the Company’s Annual
General Meeting, Mr Naresh Chandra also stepped down from the
Board having served nearly nine years with the Group. On behalf of
the Board, I would like to thank Mr Chandra for his significant
commitment, financial expertise and enthusiasm which he brought to
the Group during his tenure.

Following a review by the Board and Nominations Committee the
search for two new Non-Executive Directors culminated with the
appointment of Mr Geoffrey Green in 2012 and Mr Deepak Parekh in
2013. In the light of these new appointments, I am very pleased that
we have been able to attract strong and diverse talent to the Board
over the past 18 months.

The new appointments to the Board ensure a new perspective and
fresh outlook while the longer serving members of the Board provide
stability, and the knowledge and experience of the Group. I believe
that taking time to ensure that a new Non-Executive understands his
duties and responsibilities as a Director is a prudent step. Together
with the Board and the Nominations Committee, I continue to review
the composition of the Board to ensure that there is an appropriate
balance of skills, experience, independence and diversity represented
on the Board, together with the length of tenure of Mr Aman Mehta
and Mr Euan Macdonald, as Non-Executive Directors.



Diversity and inclusion

Following the publication of Lord Davies’ Report on diversity, we set
ourselves an aspirational target to achieve a minimum of 25% female
representation on the Board by 2015. As we do not have any women
on the Board at present, this remains a key priority of the Board.
Historically, the gender balance in leadership roles has been a
challenge for the natural resources sector and Vedanta is no different.
However, we are determined to make serious efforts to move in a
positive direction and the Group has recently appointed a female
independent Non-Executive Director to the Board of Sesa Sterlite.
Further information on our progress is given in the Nominations
Committee report on pages 98 and 99.

Board effectiveness and evaluation

Having undertaken an internally-facilitated review of Board
effectiveness in 2013, I led the review process again this year with the
engagement of an external facilitator. Further information on the
process and outcome of the evaluation exercise is provided within this
report on pages 88 to 89. The priorities identified provide very useful
feedback to strengthen our Board processes.

The governance year ahead

During the year it is the intention to carry out a detailed review of
our policies and procedures to ensure they are relevant, align with
recent changes and reflect best practice.

Annual General Meeting

This year our Annual General Meeting will be held at 3.00pm on
1 August 2014 at The Lincoln Centre and I would encourage you
to attend and participate in the meeting.

Yours sincerely,
Anil Agarwal

Chairman
14 May 2014
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Applying the UK Corporate Governance Code

The UK Corporate Governance Code (the ‘Code’)

As a company with a premium listing on the London Stock Exchange,
Vedanta is subject to and seeks to comply with the Code which is
available on the Financial Reporting Council’s website at www.frc.org.uk.
The Company is required to report on how it has applied the main
principles of good governance in relation to leadership and
effectiveness of the Board, remuneration, accountability and relations
with shareholders as set out in the Code. This Corporate Governance
Report provides details of our approach to governance, our policies,
processes and structures and explains how we have complied with the
main principles of the Code. Further details of how the Company has
applied the provisions of the Code are also contained in the reports of
each Board Committee and the Directors’ Remuneration Report.

Disclosures on share capital and related matters as required by the
Disclosure and Transparency Rules (DTR 7.2.6) may be found in the
Directors’ Report.

Statement of compliance with the Code

Itis the Board’s view that the Company has, throughout the year
ended 31 March 2014, fully complied with all the provisions of the
Code, with the exception of the following:

Code Provision A.3.1

Mr Anil Agarwal was appointed as Executive Chairman in 2005. Mr
Agarwal was the founder of the businesses of Vedanta Resources and
steered the growth of the Group since its inception in 1976 including
the flotation of Vedanta Resources Plc on the London Stock Exchange.
This meant that Mr Agarwal did not meet the independence criteria
as defined in the Code on his appointment in 2005 because he was
previously the Chief Executive and, through Volcan Investments
Limited (“Volcan’), members of his family have a controlling interest in
the Company. Mr Agarwal is pivotal in helping to achieve the strategic
objectives of Vedanta through his skills in seeking out value creating
acquisitions and projects. In addition, the fact that he dedicates
himself full time to his role of Executive Chairman enables him to
balance his executive duties with providing leadership to the Board. As
Chairman Mr Agarwal encourages debate and challenge and sets
high ethical standards. For these reasons the Board is unanimously of
the opinion that his continued involvement in an executive capacity is
important to the success of the Group.

Code Provision B.2.1

Under the Relationship Agreement put in place at the time of Listing
Volcan, having a controlling interest in the Company, will be consulted
on all appointments to the Board. The Nominations Committee
therefore works collaboratively with Volcan when making
appointments to the Board and, to this extent, differs from the
process set out in Code Provision B.2.1 which stipulates that the
Nominations Committee should lead the process for Board
appointments.
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The role of the Board

The Board of Directors is ultimately accountable to shareholders for
promoting the long-term success of the Group through the creation
and delivery of sustainable shareholder value. As part of their decision
making processes the Directors have a responsibility to consider the
long-term consequences of their decisions, the interests of the
Company’s employees, the need to foster relationships with other
stakeholders, the impact of the Company’s operations on the
environment and the need to maintain high standards of business.
This is achieved by ensuring its governance processes, as described
below, are comprehensive and robust.

The duties of the Board are set out in its terms of reference
including those matters specifically reserved for decision by the
Board:

o Setting the strategic objectives of the Group;

e Ensuring that adequate resources are provided to enable the
Group to meet the objectives;

e Monitoring the progress made by management against the
Group’s objectives;

e Setting the Group’s risk appetite and ensuring risk is effectively
managed and robust internal controls and risk management
systems are in place;

e Approval of the Group’s annual and half year reports and
financial statements;

e Declaration of the interim dividend and the recommendation
of the final dividend;

e Approval of the business plan and capital expenditure budget
of the Group;

o Approval of major capital projects in excess of defined
thresholds; and

« Approval of major acquisitions and disposals of assets in
excess of defined thresholds.

The Board’s terms of reference also set out those matters which
must be reported to the Board such as details of fatalities and
the adoption or material amendment to the Group policies
relating to business conduct, environment and health and safety.

How the Board operates

The Board meets on a regular basis and met formally on seven
occasions during the year. As well as formal meetings, written
resolutions are passed with the approval of the whole Board on
routine matters as required in order to facilitate efficient decision
making. In addition ad hoc discussions take place between the
Directors on a variety of topics throughout the year. During the year,
the Chairman and the Non-Executive Directors met without the
Executive Directors present.



Corporate governance framework
The relationship between the shareholders, the Board, Board Committees and management committees and the reporting structure as shown

below forms the backbone of the Group’s Corporate Governance framework.

Board of Directors

Ncominqtions Audit Committee Chief Executive Officer Remuneyation Sustainqbility
ommittee See page 93 See page 76 Committee Committee
See page 98 9 9 See page 102 See page 100

Executive Committee
See page 78

Leadership
The Company is headed by an effective Board which is collectively responsible for the long-term success of the Company.

Vedanta Board culture

Debate

e Open discussions

e Consultative processes

o Encouragement to question

Professional approach High ethical standards

o Different skill sets of Board members Supported by sound governance policies

o Excellent relationships between Board such as Code of Business Conduct and
members Ethics

Entrepreneurial spirit

e Seeking out new business
opportunities and acquisitions

e Underpinned by strong internal
auditing and control systems

The role of our Board
At the highest level the Board operates by setting strategy and objectives, reviewing progress against these objectives and incorporating

feedback into its decision making processes.

The Board sets The Board The Board receives feedback from
e Vision e Oversees e Board members

e Values e Challenges o Committees (including Advisory

e Strategy e Reviews risk Forums and Chairman Workshops)
e Business model e Management

o Stakeholders
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The Executive Chairman, assisted by the Company Secretary, is fiscal policy changes. Prior to a Board meeting the Board also
responsible for ensuring that the Board receives accurate, timely and routinely receives detailed information on business and financial
clear information on all relevant matters in order to make informed performance, ongoing projects, fund raising initiatives, activities of

decisions and discharge its duties. Directors are provided with regular the Board Committees and investor relations, with presentations and
detailed briefings on the Group’s businesses, the markets within which  verbal updates given by the Executive Directors and senior
it operates and the overall economic environment and updates on management as appropriate.

Board activities during the year
In fulfilling their remit under the key Board responsibilities of strategy, performance, risk and internal controls and governance the Directors
considered the following main items of business during the year:

Area of responsibility

Items considered

Strategy

Production growth across portfolio with a focus on returns:

¢ Disciplined capital allocation;

e Lowrisk and phased development;

e Sustained operational excellence and cost efficiencies; and
e Active engagements with Governments.

Reduce gearing from increasing fee cash flow:

e Production ramp-up from well-invested assets;

e Generate positive free cash flow from well-invested assets from all businesses; and
o Utilise cash flows to deleverage balance sheet.

Add R&R on our existing portfolio of assets to drive long-term value:
e Continued focus to more than replace production.

Sustainability
e Preserve and enhance our licence to operate.

Consolidation and simplification of Group structure.

Performance

e Reviewing the progress of the Group’s restructuring plans;

e Monitoring the operational performance of the Group against the business plan through production updates from
the heads of the operating subsidiaries;

e Monitoring the financial performance of the Group and the financing of debt, currency hedging and covenant
compliance;

e Reviewing and approving the Company’s preliminary announcement of its financial results, the annual report and
accounts and half year report;

e Approving the Group business plan for the year ahead;

e Declaring the interim dividend and recommending the final dividend; and

e Monitoring the Group’s health and safety record and initiatives.

Risk and internal
controls

Reviewing the Group risk matrix and policy and receiving a report from the Audit Committee on the effectiveness of
internal controls and risk management systems.

Governance

e Reviewing the composition of the Board and approving the appointment of new Non-Executive Directors and Chief
Executive Officer;

Consideration and approval of Non-Executive Directors’ fees;

Reviewing project proposals and approving Group capital expenditure in excess of applicable thresholds;

Receiving reports from each of the Board Committees;

Reviewing the results of annual performance evaluation of the Board and its Committees;

Receiving regular updates on corporate governance and other regulatory developments; and

Receiving updates from investor relations in respect of investor sentiment, share price performance and investor
feedback.
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Division of responsibilities

There is a clear division of responsibilities at the head of the
Company between the functioning of the Board and the
executive responsibility for the operation of the Company’s
business.

The Board has an established policy which sets out the key
responsibilities of the Executive Chairman, Deputy Executive
Chairman, Chief Executive Officer and Senior Independent Director.
The Board maintains an ongoing monitoring procedure for timely
review and update of all policies and procedures and, in recognition of
the increased role and expanding responsibilities of the newly
appointed Chief Executive Officer, the division of responsibilities policy
will be reviewed in 2014.

The role of the Executive Chairman

The Executive Chairman is responsible for:

e Leading the Board, ensuring its effective functioning and setting its
agenda;

e Upholding the highest standards of integrity and governance

practices throughout the Group;

Facilitating constructive relationships between Directors;

Reviewing the induction and training needs of the Directors;

Development of strategy and objectives for approval by the Board;

Seeking new business opportunities; and

Ensuring communication and dialogue with shareholders and

effective use of the AGM.

The role of the Deputy Executive Chairman

The Deputy Executive Chairman supports the Chairman in his
leadership of the Board and is responsible for:

e Chairing the Executive Committee;

o Delivery of Group’s strategy in conjunction with the Chief Executive
Officer;

Development of fund raising initiatives;

Global investor relations;

Oversight of the execution of Greenfield projects; and

Oversight of the development of top talent throughout the Group.

The role of the Chief Executive Officer

The Chief Executive Officer is responsible for:

e Recommending to the Board annual budgets and delivery of the
same;

Optimising the Group’s assets and management and allocation of
resources;

e Creating and maintaining a sound control environment;

e Implementing strategy and Group policies and procedures;
Supporting the Executive Chairman in effective communication
with various stakeholders;

Providing leadership to the senior management team and
nurturing the talent pool; and

Managing environmental, social and governance issues in
conjunction with the Sustainability Committee.

The role of the Senior Independent Director

The Senior Independent Director plays a key role in achieving a

balance between the Company’s Executive and Non-Executive

Directors. He is responsible for:

e Providing a channel of communication between the Executive
Chairman and the Non-Executive Directors;

e Ensuring that the views of Non-Executive Directors are given due
consideration;

e Acting as a contact for shareholders who wish to raise concerns
which the normal channels of communication through the
Executive Chairman and Chief Executive Officer have failed to
resolve;

e Acting as a sounding board for the Chairman; and

e Meeting with the Non-Executive Directors at least once a year to
appraise the Executive Chairman’s performance and on such other
occasions as are deemed appropriate.

Non-Executive Directors
The Non-Executive Directors constructively challenge and help
develop proposals on strategy.

The role of the Non-Executive Directors

The responsibilities of the Non-Executive Directors are set out in their

letters of appointment. The key elements of the Non-Executive

Directors role are to:

o Constructively challenge and help develop proposals on strategy;

e Scrutinise performance of management in meeting objectives and
monitor performance;

o Satisfy themselves on the integrity of financial information and
ensure risk and control systems are robust; and

« Determine appropriate levels of remuneration and take a prime role
in appointing Executive Directors and succession planning.

The role of the Board Committees

The Board delegates certain responsibilities to Board Committees
which operate within their defined terms of reference. The main Board
Committees are the Audit, Nominations, Remuneration and
Sustainability Committees.

All of the Committees are authorised to obtain legal or other
professional advice as necessary, to secure the attendance of external
advisers at their meetings and to seek information from any
employee of the Company in order to perform their duties. Under the
terms of reference of each of the Committees only the members of
each Committee have the right to attend Committee meetings.
However, other Directors, management and advisers may attend
meetings at the invitation of the Committee Chair. The Group
Company Secretary acts as the secretary to the Board, Audit,
Nomination and Remuneration Committees while the Chief
Sustainability Officer acts as the secretary to the Sustainability
Committee. The full terms of reference of the Committees are
available on the Company’s website www.vedantaresources.com or
by request to the Company Secretary.
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The Executive Committee

The Executive Committee acts as a conduit between management
and the Board and during the year ended 31 March 2014 comprised
of the Executive Directors and members of senior management
whose biographies are given on pages 76 to 79. The Executive
Committee meets monthly and is responsible for implementing
strategic plans formulated by the Board, allocating resources in line
with delegated authorities and monitoring the operational and
financial performance of the Group. The Executive Committee
therefore has a key role in putting the Board’s plans and policies into
action. The Chief Executive Officer, Mr Albanese, keeps the Board
informed of the Executive Committee’s activities through his standing
reports to the Board.

The Finance Standing Committee

The Finance Standing Committee is an ad-hoc sub-Committee to
which authority is delegated by the Board for approval of certain
matters such as routine bank and financing issues. It comprises five
members; Executive Chairman, Deputy Executive Chairman, Chief
Executive Officer, Chief Financial Officer and Director of Finance. The
Company Secretary provides an update on the Finance Standing
Committee meetings to the Board at the subsequent Board meeting
and the minutes of all Finance Standing Committee meetings are
reviewed by the Board.

Details of the membership, terms of reference and attendance at
meetings of the Audit, Nominations, Remuneration, and
Sustainability Committees are given in their respective reports on
pages 93 to 102.

Effectiveness

The Board and its Committees have the appropriate balance of
skills, experience and knowledge of the Company to enable them
to discharge their respective duties and responsibilities
effectively.

Board membership and attendance

The Board of Directors

As at the date of this report, the Board, chaired by Mr Anil Agarwal,
comprises the Executive Chairman, two Executive Directors and four
independent Non-Executive Directors. The composition of the Board
is reviewed regularly by the Nominations Committee. There is a
variety of experience and skills represented on the Board including
operational, mining, financial and governance as can be seen from
the Directors’ biographies on pages 76 and 77.

Board skill set

3 1 Mining and Resources
2 Finance and Banking
3 Legal and Governance

Board independence

In accordance with the Code, the Board is committed to ensuring that
at least half the Board, excluding the Chairman comprise of
independent Non-Executive Directors. It undertakes an evaluation of
each Director’s independence both on appointment, annually prior to
recommending their re-election by shareholders and when any
Director’s circumstances change and warrant a re-evaluation.

Prior to his appointment in June 2013 the independence of Deepak
Parekh was considered by the Board. As Mr Parekh has had no prior
connections with the Group the Board concluded that he is an
independent Non-Executive Director.

The table below is a record of Director’s attendance at Board meetings held during the year:

Name

Attendance at

Date of appointment Board meetings Percentage attendance

Executive Directors

Anil Agarwal 16 May 2003 5/7 72%
Navin Agarwal 24 November 2004 717 100%
MS Mehta (stepped down from the Board on 31 March 2014) 1 October 2008 717 100%
Non-Executive Directors

Naresh Chandra (stepped down from the Board on 1 August 2013) 18 May 2004 3/3 100%
Aman Mehta 24 November 2004 6/7 86%
Euan Macdonald 23 March 2005 717 100%
Geoffrey Green 1 August 2012 717 100%
Deepak Parekh 1June 2013 3/3 100%

Tom Albanese was appointed to the Board on 1 April 2014.
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The Board has considered the independence of Mr Geoffrey Green
who was appointed to the Board in August 2012. Mr Green was a
partner at Ashurst LLP, a leading international law firm that is
engaged by the Group to provide legal advice on various matters,
until his retirement from the firm in 2013. Mr Green was Senior Partner
of Ashurst and then head of the firm’s practice in Asia, based in Hong
Kong. As such he had no involvement in advising the Group over the
last five years. Other than occasional consultancy work Mr Green has
no further business relationship with Ashurst LLP. The Board has
concluded that he was independent of character and judgement on
appointment and remains so. Furthermore, he brings to the Board a
vital perspective of the UK legal and regulatory environment and
corporate governance that serve to strengthen the Board.

Two of the Company’s Non-Executive Directors, Messrs Aman Mehta
and Euan Macdonald will have served on the Board for nine years at
the date of the 2014 Annual General Meeting and they were
therefore subject to a particularly rigorous review of their
independence. Mr Aman Mehta also serves as Non-Executive Director
on the Board of Cairn India Limited. The Board considered the
potential conflicts and that each of the Non-Executive Directors in
question actively contributed to Board deliberations and provided
robust challenge to management during the year. Furthermore, Mr
Aman Mehta absents himself in the event of any conflict arising from
their directorships at Cairn India Limited. In the opinion of the Board,
Mr Macdonald does not have any business relationship and he is not
involved in any transaction or circumstance that would interfere with
the exercise of independent judgement in carrying out the
responsibilities of a director. Accordingly, the Board concluded that
the tenure of Mr Mehta and Mr Macdonald does not materially affect
their ability to exercise independent judgement or act in the best
interests of the Group. Furthermore, the renewal of Non-Executive
Director service agreements is subject to rigorous review and based
on annual reappointment. For these reasons, and following a
consideration of any other factors that may impair independent
judgement, the Board is unanimously of the opinion that Messrs
Mehta and Macdonald are considered to be independent and
impartial. While their total length of appointment would not normally
exceed nine-years, in the light of the continuing search for additional
non-executive directors and to ensure the smooth transition of any
new and incoming Non-Executive Director, the Board has invited
Messrs Mehta and Macdonald to serve on the Board for a further year
following the nine-year anniversary of their appointment, subject to
the proposed resolution to reappoint them at the 2014 Annual
General Meeting.

Finally, the Board once again reviewed whether any conflicts of
interest arose from Messrs Mehta and Macdonald having previously
held senior management positions within subsidiary companies of
HSBC Holdings Plc which acted as the joint global bookrunner and
co-ordinator for the Company’s listing in 2003. As they retired from
their respective roles over a decade ago and had no involvement with
the Company prior to their appointment, the Board remains of the
view that they are independent and have no conflicts of interest.

Following careful consideration, the Board has determined that all of
the current Non-Executive Directors are independent and free from
any relationship or circumstance that could affect or appear to affect
theirindependent judgement.

Directors’ conflicts of interest

The Board has an established procedure for the disclosure of interests
and other related matters in line with published guidance and the
Companies Act 2006. Each Director must promptly disclose actual or
potential conflicts and any changes to the Board which are noted at
each Board meeting. The Board considers and authorises potential or
actual conflicts as appropriate. Directors with a conflict do not
participate in the discussion or vote on the matter in question. These
procedures have proved to be effective during the year under review.
Related party transactions, which include those in respect of any
Director, are disclosed in Note 38 on pages 182 to 184.

The Board reviewed any potential conflict of interest for Mr Geoffrey
Green from his previous role at Ashurst LLP. The fees paid to Ashurst
LLP during the year amounted to US$195,037 (2013: US$0.7 million)
and, as the value of the expenditure incurred was determined to be
immaterial and Mr Green was not directly involved in advising the
Group, the Board authorised the potential conflict of interest in
accordance with the Company’s Articles of Association.

Relationship agreement

At the time of the Company’s Listing in 2003, it entered into a
relationship agreement with Volcan (the ‘Relationship Agreement’),
its majority shareholder, to regulate the ongoing relationship between
them. A new Relationship Agreement was entered into in December
2011 the terms of which are the same as that entered into on Listing
but updated for legal and regulatory requirements where appropriate.
The principal purpose of the Relationship Agreement is to ensure that
the Group is able to carry on business independently of Volcan, the
Agarwal family and their associates. Under the terms of the
Relationship Agreement, the Board, and Nominations Committee will
at all times consist of a majority of Directors who are independent of
Volcan and the Agarwal family. Whilst the Remuneration and Audit
Committees shall at all times comprise solely of Non-Executive
Directors, Volcan is entitled to nominate for appointment as Director
such number of persons as is one less than the number of Directors
who are independent of Volcan, the Agarwal family and their
associates. The Board considers these to be adequate safeguards in
that Directors who are independent of Volcan make up at least half of
the Board in accordance with Provision B.1.2 of the Code and
Vedanta'’s ability to operate independently of Volcan is protected by
the Relationship Agreement.

The Financial Conduct Authority has recently introduced a number of
measures in the Listing Rules to enhance the protection for minority
shareholders. One of the most important changes will be the
requirement for listed companies with a controlling shareholder to
have in place a Relationship Agreement. The existing Relationship
Agreement will be reviewed during the year ahead to ensure
compliance with the new requirements.

The Audit Committee is responsible for reviewing matters arising in
relation to the Relationship Agreement and related party transactions
on behalf of the Board. There were no such matters considered during
the year.
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Directors’ Report
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Commitment
All Directors allocate sufficient time to the Company to discharge
their responsibilities effectively.

All Directors are required to disclose their other time commitments
and seek the agreement of the Executive Chairman prior to accepting
any additional appointments in order to ensure that they have
sufficient time to fulfil their role as a Director. The expected time
commitment of the Company’s Non-Executive Directors is set out in
their letters of appointment. Non-Executive Directors are expected to
spend at least 20 days per year on the Company’s business with
greater time commitment during periods of heightened strategic and
commercial activity. The Non-Executive Directors letters of
appointment are available on request to the Company Secretary.

Development, information and support

All Directors receive an induction on joining the Board and
regularly update and refresh their skills and knowledge. The
Board receives in a timely manner information in a form and of a
quality appropriate to enable it to discharge its duties.

The Board is committed to the ongoing professional development of
all of the Directors. On appointment to the Board, each Director
undergoes a comprehensive induction programme which is tailored to
their individual needs but is intended to provide an introduction to the
Group’s operations and the challenges and risks faced. During the
year, Mr Parekh attended the induction and orientation programme
consisting of meetings with and presentations from senior
management, and meetings with the Non-Executive Directors. He
also received induction materials including the Company’s Articles of
Association, Board terms of reference, Share Dealing Code, Cairn
India Prospectus, Code of Business Conduct, Vedanta Values and an
update on the implementation of the Anti-Bribery policy across the
Group. In addition, in 2013, Mr Green attended INSEAD’s
International Directors Programme to further develop the essential
skills required of a Director.

The Directors have access to the advice and services of the Company
Secretary, who is responsible to the Board for ensuring that Board
procedures are followed. The Company Secretary is also responsible
for advising the Board through the Chairman on governance matters.
The Directors also have access to the Company’s professional advisers
whom they can consult where necessary for the discharge of their
duties. During the year, the Directors received legal and regulatory
updates on corporate governance developments and presentations
from the senior management of Konkola Copper Mines, Zambia, and
Cairn India.
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In September 2013, Mr Albanese joined the Group as Chairman of

Vedanta Resources Holdings Limited before being appointed Chief

Executive Officer effective April 2014. This structured appointment

process provided Mr Albanese with the opportunity to participate in a

comprehensive and tailored orientation programme essentially to

familiarise him with the Group’s operations, the business environment

and the markets in which we operate, as well as to build a link with our

employees and an understanding of the Group’s main relationships.

The orientation includes meetings with other Board members, the

executive team, senior management and visits to the operating sites

of the Group:

e Alumina refinery at Lanjigarh, Indic;

e Aluminium smelters in India (operated by Bharat Aluminium
Company and Vedanta Aluminium);

e Rampura Agucha Zinc mine in Rajasthan, India (operated by

Hindustan Zinc);

Black Mountain Zinc mine, South Africa;

Skorpion Zinc mine in Karas, Namibia;

Iron ore mine in Goa, India (operated by Sesa Sterlite);

Iron ore mine, Western Cluster, Liberia (operated by Sesa Sterlite);

Copper smelter in Tuticorin, India (operated by Sesa Sterlite);

Konkola Copper mine, Zambia;

Copper mines, Tasmania (in 2014), Australia;

Oil fields in Rajasthan (in 2013) and Andhra Pradesh (in 2014), India

(operated by Cairn India); and

e Coal based thermal power plant in Punjab, India (operated by a
subsidiary of Sesa Sterlite).

The objectives of the programme are also to maximise Mr Albanese’s
contributions to Board deliberations, to enable him to make informed
decisions with regard to matters of the Group, and to give him a
greater insight into the legal and ethical framework in which he must
conduct himself.

The orientation and training programme for Mr Albanese has
continued following his appointment to the Board with a focus on
internal management meeting attendance to provide him with
opportunities to meet key talent within the Group, as well as
additional operational site visits to deepen his understanding of key
business risks and issues.

Evaluation

The Board undertakes a formal and rigorous annual evaluation
of its own performance and that of its Committees and
individual Directors.

The Board undertakes regular evaluations of its own performance as
well as that of the various Board Committees. In previous years the
performance evaluations were led by the Executive Chairman
supported by the Company Secretary. The review consisted of a
detailed questionnaire tailored to the Board and each Committee
with a subsequent discussion of results and agreement of relevant
actions. As required by the Code, an externally facilitated evaluation
was conducted in 2014 and is reported on below.



Choice of evaluator

The choice of external evaluator was a key consideration for the
Nominations Committee. The brief was to find a company used to
dealing with Board members who would provide a bespoke service to
address the specific requirements of the evaluation. Prism Cosec
(‘Prism’) was chosen to conduct the process due to their ability to
engage meaningfully with the Directors. Prism also provided
occasional corporate governance advice to the Company on an ad
hoc basis (the fees for such work have not been material). Prism’s
knowledge of the background and development of Vedanta was also
an important factor enabling them to carry out an effective and
targeted process.

Evaluation process

A series of discussion topics on which to base individual interviews
with the Directors was agreed. These covered questions on:

e The external environment for resources companies;

The Board’s strategic response;

Strategy and risk;

Key priorities for the Board;

Committee structure and operation of the Committees;
Sustainability and CSR; and

Any other business.

The findings from the evaluation exercise were discussed with the
Chairman and reviewed by the whole Board before a set of actions
were agreed.

Main recommendations

Summary

The Board evaluation exercise was undertaken shortly after the
appointment of Mr Albanese, the newly appointed Chief Executive
Officer, and therefore a number of the recommendations were
aligned to significant changes which were already in progress
concerning the way in which the Company is managed.

The underlying processes of the Board and its Committees were
generally considered to be working well, although there were areas
where further improvements could be made.

The Board’s strengths

A number of strengths emerged from the evaluation exercise

which were:

e The current Board and Committee processes work effectively with
agenda preparation and information flows operating well;
Dialogue within Board meetings is encouraged and debate is
managed well;

Financial information is comprehensive and the Board has an
effective grasp on financial matters;

The positive performance evaluation of the Chairman of the Board
and the collaborative relationship with the Board; and

Good progress has been made on certain key priorities over the
past year e.g. Group structure.

A series of actions will be identified in response to the
recommendations of the review, as follows:

Theme

Strategic discussion: Broader consideration of strategic issues
outside India was encouraged, particularly

within Asia and Africa.

Risk: Further work on the strategic oversight of risk

was encouraged.

Board process: The format, structure and process for Board
papers and the timetable and locations

of Board meetings should be reviewed.

The induction and ongoing development
programme should be restructured and

developed for Directors.

The Audit Committee should consider
increasing the number of meetings to
allocate more time to (a) the Committee
obligations as set out in its terms of reference,
and (b) the increasing accountability that it
has to report on its own activities.

Audit Committee:

Nomination
Committee:

The Committee should continue to identify
the optimum balance of skills, background
and experience to develop and inform

the Board recruitment process over the
coming months. Board diversity should be
strengthened.

The Board as a whole should continue to
monitor the effectiveness of communication
with analysts and shareholders concerning
the Board’s Remuneration Policy.

Remuneration
Committee:

Sustainability: The governance of sustainability should

be revisited. The membership of the
Sustainability Committee should be reviewed
to create greater accountability from

management in this area.

Committee evaluation

The independently facilitated evaluation of the Board has embraced
certain aspects of the role of the Board Committees and, as a result of
this, a number of the recommendations from the Board evaluation
process are being considered for each Committee. Consequently, the
Committees will evaluate their own performance later in 2014, in
order to consider how those recommendations from the main
evaluation exercise have been implemented and identify further steps
that they consider need to be taken to ensure their continued
effectiveness as Committees.

Chairman’s performance

Every year the Chairman’s performance is evaluated by the Non-
Executive Directors. The process is led by the Senior Independent
Director and the conclusions of the evaluation are fed back to
the Chairman with a number of actions to be completed over the
year ahead.
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Directors’ Report

Corporate Governance report cntinue

Re-election
All Directors are submitted for re-election at regular intervals,
subject to continued satisfactory performance.

In accordance with the Code which requires that the Directors of FTSE
350 companies should be subject to annual election by shareholders,
all of the Company’s Directors will stand for re-election at the
Company’s 2014 Annual General Meeting.

Accountability

Financial and business reporting
The Directors present a fair, balanced and understandable
assessment of the Company’s position and prospects.

The Group has a comprehensive financial reporting system, which is
reviewed and modified in line with Accounting Standards to ensure
that all published financial information is accurate. Vedanta’s financial
reporting procedures are based on five main elements:

e Financial information supplied by subsidiary companies and

consolidated at central level:

— Management accounts are prepared on a monthly basis and
reviewed by the Executive Committee;

— Management accounts are reviewed by the Board at least
quarterly;

— Performance is monitored against key performance indicators
throughout the financial year and forecasts are updated as
appropriate; and

— Annual operational budgets are prepared by each operating
subsidiary and consolidated into a Group Budget which is
reviewed and approved by the Board.

The Internal Audit function provides assurance in respect of

processes, physical verification and management information

system accuracy for each operating company.

External auditor assurance:

— Full year audit and interim review are carried out on the
published financial statements.

Review by the Audit Committee of:

— Year-end reporting plans;

— Legal, tax and accounting issues;

— Consideration of the financial statements and disclosures in
accordance with financial reporting standards; and

— Going concern statements with supporting cash flow, liquidity
and funding forecasts.

Review by the Audit Committee and the Board of the preliminary

and half-year announcements, the Annual Report and Accounts

and any other announcements including financial information.
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The responsibilities, processes and information flows for ensuring that
significant risks are recognised and reported up to the Board are
shown below:

The Board
o Sets ‘risk appetite’.
o Reviews significant reported risks.

The Audit Committee

o Reviews the effectiveness of internal control/risk systems and
reports to the Board.

Reviews risk matrix/significant risks/status of risks/mitigating
factors.

Considers/approves remedial actions where appropriate.
Reviews action plans put in place to mitigate risks.

Reviews significant findings reported by MAS.

Reviews internal audit plans.

Assesses the effectiveness of internal audit.

Reviews whistleblower reports presented by MAS.

Management Assurance Services (‘MAS’) — Internal Audit

function

e Plans and carries out internal audits through arrangements
with leading international accounting and audit firms.

e Recommends improvements to the Group’s internal control

system.

Reviews compliance with Group policies and procedures.

Facilitates the update of the risk matrix.

Reports to the Audit Committee.

Reviews findings with Senior Management.

Investigates whistleblower cases.

The Head of MAS attends all the Vedanta Executive Committee and
Audit Committee meetings and heads a strong team supported by
Ernst & Young. During the year, the MAS team played a key role in the
review of the compliance of Sesa Sterlite and its subsidiaries with the
obligations imposed by the US Sarbanes-Oxley Act 2002, including
documenting internal controls as required by section 404 of the Act.
The effectiveness of internal controls is assessed by Vedanta's own
administration and certified by independent auditors, as set forth in
the Act.



Risk management and internal control

The Board is responsible for determining the nature and extent
of the significant risks it is willing to take in achieving its strategic
objectives. The Board maintains a sound risk management and
internal control system.

The Board is responsible for setting the Group’s risk appetite and
determining the nature and extent of the risks it is willing to take to
achieve its strategic objectives. The Directors also have ultimate
responsibility for ensuring that the Group maintains a robust system
of internal control to provide them with reasonable assurance that all
information within the business and for external publication is
adequate. Authority for detailed monitoring of the internal control
and risk management framework is delegated to the Audit
Committee which reports to the Board regularly within the remit of its
role.

The Group’s risk management framework plays a key role in the
identification, analysis, mitigation and continual monitoring of the
various risks that could impact the delivery of the strategic objectives
set by the Board. Full details of principal risks and uncertainties are
contained in the Strategic report on pages 32 to 38.

The Risk Management Committee comprising of the Chief Executive
Officer, the Chief Financial Officer and Director, Management
Assurance and Information Technology periodically reviews the
changes in the nature and extent of major risks. The Company’s Chief
Risk Officer and the risk officers at operating subsidiaries are
responsible for creating heightened awareness of the risk
management framework both at Group level and at operating
subsidiary level. They play an important role in ensuring that the
organisation sustains its risk management initiatives and that the
Group’s risk management framework matures and grows with the
organisation.

A consistently applied methodology is used to identify risks to
operations and projects at the operating subsidiary level. This includes
financial, operational and compliance control and risk management,
to ensure shareholders’ interests and the Company’s assets are
safeguarded. The process also covers significant risks that may arise
from environmental, social and governance matters. At the
operational level specialists are brought in where appropriate to
review working practices and recommendations are implemented
with the purpose of creating safe working environments. MAS also
review the quarterly accounts of the Group subsidiary boards.

MAS have arrangements with leading international accounting and
audit firms excluding the Group’s external auditor for carrying out
internal audits within the Group.

This element has been an important component of the overall
process by which the Board obtains the assurance it requires to ensure
that risks are properly identified, evaluated and managed. The scope
of work, authority and resources of MAS are regularly reviewed by the
Audit Committee. The responsibilities of MAS include recommending
improvements in the control environment and reviewing compliance
with the Group’s philosophy, policies and procedures. The planning of
internal audit is approached from a risk perspective. In preparing the
internal audit plan, reference is made to the Group’s risk matrix, inputs
are sought from senior management, project managers and Audit
Committee members and reference is made to past audit experience,
financial analysis and the current economic and business
environment.

Each of the Group’s principal subsidiaries has in place procedures to
ensure that sufficient internal controls are maintained. These
procedures include a monthly meeting of the relevant management
committee and quarterly meeting of the Audit Committee of that
subsidiary. Any adverse findings are reported to the Audit Committee.
The Audit Committee Chairman may request MAS and/ or the
external auditor to focus their audit work and report to him on specific
areas of risk identified by the risk management and internal control
framework. At a Group level, the findings by MAS are presented
monthly to the Executive Committee and to the Audit Committee on
a half yearly basis.

The Executive Committee and Audit Committee regularly review
reports related to the Group’s internal control framework in order to
satisfy the internal control requirements of the Code (Internal Control:
Revised Guidance for Directors) and section 404 of the Sarbanes-
Oxley Act 2002. Due to the limitations inherent in any system of
internal control, this system is designed to meet the Group’s particular
needs and the risks to which it is exposed rather than eliminate risk
altogether. Consequently it can only provide reasonable and not
absolute assurance against material misstatement or loss.

In line with best practice, the Board has reviewed the internal control
system in place during the year and up to the date of the approval of
this report. The Board’s review includes the Audit Committee’s report
on the risk matrix, significant risks and actions put in place to mitigate
these risks. This review ensures that the internal control system
remains effective. Where weaknesses are identified as a result of the
review, new procedures are put in place to strengthen controls and
these are in turn reviewed at regular intervals. Every risk has an owner
who is responsible for ensuring that controls are put in place to
mitigate the risk. During the course of its review of the system of
internal control, the Board has not identified nor been advised of any
weaknesses or control failure that is significant.
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Dialogue with shareholders

There is a dialogue with shareholders based on the mutual
understanding of objectives. The Board as a whole is responsible
for ensuring that a satisfactory dialogue with shareholders takes
place.

The Company values communication with its shareholders and
actively engages with them to listen to their views. The Company
undertakes an ongoing schedule of meetings with institutional
investors, which is managed by the Investor Relations team. The main
channels of communication with the investment community are
through the Executive Chairman, Deputy Executive Chairman, Chief
Executive Officer, Chief Financial Officer and Senior Vice President,
Investor Relations. Upon request the Senior Independent Director and
other Non-Executive Directors are available to meet with major
investors to discuss any specific issues. The Board is also kept abreast
of shareholder sentiment through periodic detailed investor relations
reports to the Board.

Timeline of key investor relations activities 2014

Month Activity

April 2013 Q4 2013 Production update

May 2013 Full year 2013 results announcement
Roadshows in London
Bond Roadshows in London, Boston, New
York, Los Angeles, Singapore and Hong Kong

July 2013 Q1 2014 Production and EBITDA update
Annual Report and Accounts release

August 2013 Annual General Meeting

September 2013 Broker conference in London and US

October 2013 Q2 2014 Production update
Extraordinary General Meeting

November 2013 Half year 2014 results announcement
Roadshows in London

December 2013 Shareholder Circular

January 2014 Q3 2014 Production and EBITDA update
Shareholders Meeting
Extraordinary General Meeting

February 2014 Broker conference in US

Mining conference in Africa
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Routine communication activities include:

e Press releases to the market and media on key developments
throughout the year;

e Meetings with institutional investors, analysts and brokers and site
visits to the Group’s major operations;

e Ongoing dialogue with shareholders and other interested parties by
email, letters and meetings arranged through our Investor
Relations team; and

o Awide range of information on the Company and its operations is
available on our website including the Annual Report and Accounts,
half yearly results, sustainability report, market announcements,
press releases, share price and links to subsidiary company websites.

Constructive use of the Annual General Meeting
The Board uses the Annual General Meeting to communicate
with investors and encourages participation.

The Board welcomes the opportunity to communicate with the
Company’s shareholders at the Annual General Meeting, leading to
full and frank discussions on a variety of topics of interest to
shareholders. All of the Directors, including the Chairmen of the Audit,
Remuneration, Nominations and Sustainability Committees attend
the AGM in order to answer questions from shareholders. The 2014
AGM will be held at 3.00pm on 1 August 2014 at The Lincoln Centre,
18 Lincoln’s Inn Fields, London WC2A 3ED. Further details are given in
the Notice of Meeting accompanying this Annual Report including
the business to be considered at the meeting. The Notice is sent out
at least 20 business days before the AGM. Voting at the AGM on all
resolutions is by poll on a one share, one vote basis and the results of
votes cast for, against and abstentions are available on the Group’s
website following the meeting. The Board believes that voting by poll
allows the views of all shareholders to be taken into account
regardless of whether or not they can attend the meeting and
shareholders are actively encouraged to register their votes
electronically in advance of the meeting.



The Audit Committee report

In order to carry out its duties effectively, the Committee receives high
quality and detailed information from management and the internal
and external auditor regularly which is reviewed, discussed and
challenged by the Committee as required.
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Responsibilities of the Audit Committee

The Board has established formal and transparent arrangements
for considering how they should apply the corporate reporting
and risk management and internal control principles and for
maintaining an appropriate relationship with the Company’s
auditors.

The Audit Committee’s remit falls into four main areas: financial
reporting, risk and the internal control environment and oversight of
the external and internal audit processes. The main responsibilities of
the Audit Committee are to:

» Monitor the integrity of the financial statements, including its
annual and half-year results.

e Where requested by the Board, review the content of the annual
report and accounts and advise the Board on whether, taken as a
whole, it is fair, balanced and understandable and provides the
information necessary for shareholders to assess the Company’s

&

Aman Mehta, Chairman, Audit Committee

This Report provides details of the role and responsibilities of the Audit performance, business model and strategy.
Committee and the work it has undertaken during the year. e Review the Group’s internal controls and risk management systems
and consider the effectiveness of these systems.
Membership and attendance ¢ Make recommendations to the Board concerning the appointment
The Audit Committee comprises the following independent Non- of the external auditor.
Executive Directors and met on four occasions during the year. e Review the independence of the external auditor.
e Review the scope of internal audit work.
Number of e Develop policy in relation to the provision of non-audit services by
meetings  Percentage the external auditor and monitoring thereof.

- 5 e Discuss with the external auditor the nature and scope of the audit.
Aman Mehta, Chair 4rk 100%  Approve the remuneration of the external auditor.
Naresh Chandra (stepped down August 2013) 212 100%  Consider any matters arising in respect of the Relationship
Euan Macdonald 4lh 100% Agreement and related party transactions.
Deepak Parekh (appointed June 2013) 2/2 100% e Monitor the activities and effectiveness of the internal audit

function and consider its reports.

As shown in Mr Mehta’s biography on page 77, he has had extensive * Review the Group’s arrangements for its employees to raise
executive and non-executive experience with a strong financial concerns through its whistleblowing policy.
background in large listed companies. The Board therefore considers * Monitor anti-bribery policies and procedures. o
that Mr Mehta has recent and relevant financial experience. In * Review reports from the audit committees of the Group’s main
addition Mr Parekh is a qualified Chartered Accountant. All members subsidiary companies confirming that there are no material adverse
of the Committee have had extensive prior senior management issues that are likely to impact the Group.
experience in large international organisations and are financially
literate. The full terms of reference for the Committee can be found on the

Company’s website at www.vedantaresources.com and are also

The Audit Committee assists the Board in the discharge of its available on request from the Company Secretary.
responsibility for maintaining and monitoring the integrity of the

Group’s financial statements, assessing the effectiveness of the

Group’s system of risk management and internal controls and the

independence and objectivity of the external auditor.
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Directors’ Report

The Audit Committee report cwntinue

Operation of the Audit Committee

The Committee meets at least four times a year based on
appropriate times in the financial reporting calendar. The Executive
Directors, Chief Financial Officer, Director of MAS and Information
Technology, other members of the senior management team and the
external auditor regularly attend meetings at the invitation of the
Committee to report on issues and facilitate discussions with the
external auditor. The Committee meets with representatives from the

Audit Committee activities during the year

external auditor without management being present bi-annually. The
Chairman of the Audit Committee regularly reports to the Board on
the Committee’s activities. The Committee’s agenda is based on its
remit outlined on the previous page as appropriate to the stage in the
reporting cycle. The external auditor attends meetings of the Audit
Committee to ensure effective communication of matters relating to
the audit.

The main areas covered by the Audit Committee during the year are summarised below:

Area of responsibility

Activities

Financial reporting

Itis one of the Committee’s key duties to monitor the integrity of the
financial statements. As part of this process it reviews in detail the
preliminary results statements, the annual report and accounts and
half-year report. The appropriateness of accounting polices used is
considered, accounting judgements are reviewed and the external
audit findings discussed. Details of financial reporting procedures in
place are given on page 90 of the Corporate Governance report.

e Review and approval of preliminary announcement, annual report
and financial statements.

o Review of key significant issues for year-end audit (further detail on
page 96).

o Six monthly reviews of significant accounting issues and receipt of

reports on key accounting issues.

Review and approval of the half year report.

Discussions on impairment reviews.

Review of all pending tax issues.

Review of Audit Committee report for the annual report and

accounts.

o Review of legal cases to ensure appropriate provisions are made
and disclosed.

e Review of the going concern basis for the preparation of the
financial statements including working capital forecasts, monthly
projections and funding requirements.

Internal controls, risk management and governance

Details of the Company’s internal control and risk management
processes are discussed on pages 90 and 91. The Audit Committee
reviews these processes and output from the regular review of risks
carried out during the year by the internal audit function.

o Internal audit review including reviews of the internal control
framework, changes to the control gradings within the Group and
whistleblowing cases.

e Review of the Group’s risk management infrastructure, risk profile,
significant risks, risk matrix and resulting action plans.

e Review of reports from subsidiary company audit committees.

o Review of feedback from performance evaluation of the Audit
Committee.

¢ Briefing and consideration of new requirements in respect of audit
tendering and UK Corporate Governance Code changes.

e Briefing on cyber security and update and review of UK Bribery Act
requirements.

The Audit and external auditor

e Review of the significant audit risks with the external auditors
during the interim review and final year audit.

e Consideration of external audit findings and review of significant
issues raised.

e Review of key audit issues and management’s report.

e Review of the materiality figure for the external audit.

e Review of the independence of the external auditor and the
provision for non-audit services.

e Performance evaluation of the external auditor and
recommendation for reappointment of the external auditor.

e Consideration of the external audit fee.

e Review of the management representation letter.

e Review of the audit plan, scope of the 2014 external audit of the
financial statements and key risks areas for the 2014 audit.
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Area of responsibility

Activities

Internal audit

e Review of internal audit observations and monitoring of
implementation of any corrective actions identified.
Review of the performance of the internal audit function.
Review of 2013-14 internal audit plan.

Review Anti-Bribery policy and its implementation.
Review of whistleblower cases.

Review of cyber security.

Annual Report review

At the request of the Board, the Audit Committee considered whether
the 2014 Annual Report and Accounts was fair, balanced and
understandable and whether it provided the necessary information
for shareholders and stakeholders to assess the Company’s
performance, business model and strategy. Such assessments are
provided in the Chairman’s and Chief Executive Officer’s statement
and the Strategic report of this Annual Report. The Audit Committee
and the Board are satisfied that the Annual Report and Accounts
meet this requirement as both positive and negative developments in
the year were considered at length. In justifying this statement the
Audit Committee has considered the robust process which operates in
creating the Annual Report and Accounts, including:

e Evaluation and verification of the inputs from the business
functions, to include the well-established financial reporting system
within Vedanta to ensure accuracy and consistency;

Progress through various levels of review, including review by the
Executive Committee and senior management across the Group;
Consideration is given to the completeness of the information and
to ensuring that there are no significant omissions to enable
shareholders to assess the Company’s performance;

e Management Assurance Services conduct internal audit reviews
with conclusions and recommendations presented to the Audit
Committee;

Revisions to regulatory requirements are considered and
incorporated to include the UK Corporate Governance Code;
Advice is also received by the Audit Committee from external
advisers in order to make the recommendation to the Board that
the Annual Report and Accounts as a whole is fair, balanced and
understandable;

Members of the Audit Committee receive an advance draft of the
Annual Report enabling them to assess and challenge whether the
various reports within the Annual Report are consistent and in line
with their understanding of the business;

A meeting of the Audit Committee is held to formally review and
sign-off the draft Annual Report; and

A meeting of the Board is held to review and provide final sign-off.

Whistleblowing procedure

The Group has in place a whistleblowing procedure that is regularly
reviewed by the Audit Committee. This is a standalone policy which is
summarised in the Code of Business Conduct and Ethics and supports
the Group’s aim of working to the highest ethical standards. The
policy allows employees of the Company, its subsidiaries and all
external stakeholders to raise any issues of concern in confidence and
forms part of the Group’s internal control monitoring process. The
Audit Committee reviews any reports made under the whistleblowing
policy and ensures appropriate actions are taken if required.
Whistleblowing procedures have proved to be robust in that reported
cases are thoroughly investigated and appropriate actions taken.

Fraud and Bribery Act

The Company is committed to the elimination of fraud, with each
suspected case thoroughly investigated and concluded. The Audit
Committee reviews the actions taken by management in the elimination
of fraudulent practices and to promote ethical working practices.

External auditor

The Audit Committee is pivotal in monitoring the performance of the
external auditor and the Group’s relationship with the external
auditor. Details of how this is achieved are set out below.

The audit process

A detailed Audit Plan is prepared by the external auditor, Deloitte LLP,
(‘Deloitte’) which is reviewed by the Audit Committee. The Audit Plan
sets out the audit scope, key audit risks identified, materiality issues,
the client team working on the audit and the audit timetable. The
audit scope covers the significant components of the audit and audit
plans for each component and geographical location. Each of the key
audit risks and the external auditor’s response on how it will
investigate these risks is considered by the Committee.

Significant issues

The preparation of financial statements requires management to make
judgements, estimates and assumptions, that affect the application of
accounting policies and the reported amount of assets, liabilities,
income, expenses and disclosures of contingent liabilities at the date of
these financial statements and the reported amount of revenues and
expenses for the years presented. The Committee reviews whether the
Group's accounting policies are appropriate, and management’s
estimate and judgements applied in the financial statements are
reasonable. The Committee also focused on the disclosures made in the
financial statements. Views of statutory auditors on these significant
issues were also considered by the Committee.
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Directors’ Report

The Audit Committee Report cntinues

The significant issues that were considered by the Audit Committee emerging from the audit process are outlined below:

Significant issues

How these issues were addressed

Impairment assessment of alumina refinery assets at Lanjigarh
and iron ore business at Goa and Karnataka.

More information is provided in Note 2(b) to the financial statements.

Impairment assessment of alumina refinery assets at Lanjigarh is
considered as a significant issue due to the challenges in obtaining
regulatory approvals for the refinery expansion and delays in
obtaining bauxite mining approvals. The significant assumptions of
timing of approvals was put through a stress test by the Committee
and other assumptions of discount rates and commaodity prices were
reviewed by the Committee.

The mining ban at Karnataka was lifted and production commenced
in December 2013. The Supreme Court lifted the mining ban at Goa
and business is currently awaiting issue of renewed mining leases for
the commencement of mining operations at Goa. The timing of
start-up of operations post regulatory approvals which was the key
consideration was reviewed by the Committee.

The Committee was also informed that the impairment assessment
approach and assumptions are consistent across all business
segments. With the existence of sufficient headroom over carrying
value of assets it was concluded that no impairment is required.

Revenue recognition across the business:
— provisional pricing sale of goods;

— oiland gas revenue; and

— power tariff with GRIDCO.

The Committee reviewed the process and compliance around the
Group revenue recognition policy and its consistent application. The
Committee also sought management’s view on revenue recognition
principles. The Committee was satisfied that the cut off procedures,
transfer of risks and process followed for the pricing of goods were
consistent and it concluded that these risks have been mitigated.
Further receivables from GRIDCO, (which are being appealed
following a tariff determination assessment by the Orissa Electricity
Regulatory Commission) was assessed by the Committee together
with revenue recognition in terms of the requirements of IAS 18. The
tariff determination basis was also supported by an opinion from
external legal counsel.

Litigation, environmental and regulatory risks. Refer to Note 37 to the
financial statements.

A comprehensive legal paper was placed before the Committee for its
consideration. The mitigating factors were discussed by the
Committee with senior management. The Committee also reviewed
the probable, possible and remote analysis carried out by
management and disclosure of contingent liabilities in the financial
statements. In all significant disputes the management assessment
was supported by legal opinions from external legal counsel.

Taxation. Additional information on these matters are disclosed in
Note 37 to the financial statements

A comprehensive tax paper outlining taxation disputes in respect of
withholding taxes following past acquisitions, eligibility of tax
incentives and output taxes and other matters was placed before the
committee for its consideration. The Committee discussed these tax
issues and reviewed the assessment of probable, possible and remote
analysis and the process followed by management. The contingent
liability disclosure was also reviewed by the Committee. In certain
cases, views of tax experts supporting the managements assessment
was also provided to the Committee.
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Auditor independence

The Audit Committee is responsible for reviewing the external
auditor’s independence and assessing their continued effectiveness.
The Audit Committee and the Board place great emphasis on the
objectivity of the external auditor. The current external auditor,
Deloitte LLP, has been the Company’s auditor since its listing in 2003.
The rotation of the audit partner’s responsibilities within Deloitte is
required by their profession’s ethical standards and there is also
rotation of key members within the audit team. Deloitte are required
to rotate the audit partner responsible for the Group’s audit every five
years and the last audit partner rotation was in 2010. The audit
partner responsible for the audit of Indian subsidiaries was rotated in
2012, and the next rotation will take place in 2017.

Akey part of ensuring the independence of the external auditor is to
have in place robust policies concerning matters that may affect their
independence. The Company has in place policies on:

e The independence and objectivity of the external auditor.

e Employment of former employees of the external auditor.

o Appointment of the external auditor for non-audit services.

These policies are based on the APB Ethical Standards for Auditors
and are regularly reviewed to ensure they are in line with best practice.
These controls provide the Audit Committee with confidence that the
independence of Deloitte in their audit function will be maintained.
New requirements introduced by the Code expect companies to put
their external audit contract out to tender at least once every 10
years. Similarly, the Companies Act 2013, enacted in India provides
that companies put their external audit contract out to tender on
completion of two terms of five years. Accordingly, the Audit
Committee are of the view that it will be less disruptive and potentially
more effective if the Company align the tender of the UK external
audit contract with the requirements on auditor rotation of Indian
subsidiaries, which is due to occur in 2017.

The Audit Committee, with the assistance of the Chief Financial
Officer and the Company Secretary, has considered at length its
position on retendering the audit contract and agreed to put the audit
contract out to tender no later than 2017, in line with Financial
Reporting Council recommended transitional arrangements and the
Companies Act enacted in India. This situation will be kept under
strict review and if circumstances change consideration will be given
to bringing forward the date of the tender process.

Provision of non-audit services by the external auditor

The Group’s policy on the provision of non-audit services by the
external auditor specifies certain services which the external auditor is
prohibited from undertaking in order to safeguard their objectivity
and independence. This includes work relating to the financial
statements that will ultimately be subject to audit and the provision
of internal audit services. The policy also identifies those services
which the external auditor is permitted to deliver to the Group. These
include tax advisory services, and work on mergers, acquisitions and
disposals. Of the permitted services, any assignment in excess of
US$100,000 may only be awarded to the external auditor with the
prior approval of the Audit Committee.

All other permitted non-audit services and the fees paid to the
external auditor for non-audit work are reported to the Audit
Committee on a six-monthly basis. This report includes safeguards
put into place to ensure that any threats to the independence of the
external auditor are mitigated. The majority of non-audit services
provided by the external auditor are tax advisory services, corporate
finance matters or transaction related work. A separate team within
Deloitte LLP is used to carry out non-audit work and overseen by a
separate partner. An analysis of non-audit fees can be found in Note
10 (on page 147) to the financial statements.

Performance and reappointment of the external auditor
Vedanta recognises the current requirements of the UK Corporate
Governance Code (the ‘Code’) and transitional guidance in relation to
audit tendering, and also notes the proposed European Union text on
Audit Regulation and Directive and the UK Competition Commission
response to conduct further consultation on auditor tendering.

During the year, the Audit Committee reviewed the effectiveness of
current auditors using a survey comprising a range of questions
covering objectivity, quality and efficiency. The Committee concluded
that the results of the survey were positive; it was considered that the
current auditors continue to provide a high quality audit. The
Committee was satisfied with the external audit process and that the
independence of the external auditors was not compromised after
taking into account the assessment by the Audit Committee that the
current auditors continue to be objective, independent and effective,
and the proposed resolution to reappoint them at the 2014 Annual
General Meeting. For these reasons, the Committee recommended to
the Board that a resolution to reappoint them be considered at the
2014 Annual General Meeting.

The year ahead

It is expected that the Financial Reporting Council will introduce
changes to the Code and guidance in respect of risk management,
internal controls and going concern reporting following the Sharman
report. In addition it is anticipated that EU regulation and proposals
from the Competition Commission on audit tendering will be coming
into force during 2014. The Audit Committee will be keeping these
developments under review to ensure compliance within required
timescales.

In addition, the Audit Committee’s objectives for the forthcoming
year include:

e Implement findings from Board Evaluation process.

o Continued review of cyber security risks and controls.

e Focus on oversight of Anti-Bribery Act policies and procedures.

Aman Mehta

Chairman, Audit Committee
14 May 2014
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Directors’ Report

Nominations Committee report

Anil Agarwal, Chairman, Nominations Committee

This Report provides details of the role and responsibilities of the
Nominations Committee and the work it has undertaken during
the year.

Membership and attendance
The Nominations Committee comprises the following Directors and
met on five occasions during the year.

Number of
meetings Percentage
attended attendance
Anil Agarwal, Chairman 5/5 100%
Naresh Chandra (stepped down August 2013) 3/3 100%
Euan Macdonald 5/5 100%
Aman Mehta 5/5 100%
Deepak Parekh (appointed August 2013) 2/2 100%

The Board considers that the composition and effective operation
of the Board is a critical component for the delivery of long-term
shareholder value. The Nominations Committee is responsible for
reviewing the composition of the Board to ensure the right mix of
skills, experience, diversity and independence is present. It also plays
akey role in ensuring the development of talent within the Group.
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Responsibilities of the Nominations Committee

The responsibilities of the Nominations Committee are set out in its

terms of reference which can be found on the Company’s website at

www.vedantaresources.com and are also available on request from
the Company Secretary. The main responsibilities of the Nominations

Committee are to:

e Review the structure, size and composition of the Board, including
the skills, experience and diversity of its members and recommend
changes to the composition that are deemed necessary.

e Review the policy in respect of diversity on the Board and consider
Board composition in light of the benefits of diversity, including
gender.

o Consider candidates for appointment as either Executive or

Non-Executive Directors and plan for succession in particular to the

positions of the Executive Chairman and Chief Executive Officer.

Prepare a description of the role and capabilities required for

appointments to the Board.

Identify suitable candidates for appointments to the Board and its

Committees and consider the use of external advisers to facilitate

the search for candidates from a wide range of backgrounds.

e Recommend to the Board whether to reappoint a Non-Executive
Director either at the end of their term of office or when put
forward for re-election, having regard to their performance and
ability to continue to contribute to the Board. The Committee will
confer with Volcan in this respect under the terms of the
Relationship Agreement.

Operation of the Nominations Committee

Other Executive Directors and members of the senior management
team may attend meetings at the invitation of the Committee as
appropriate. The Chairman of the Nominations Committee provides
an update to the Board in respect of the Committee’s activities.

Nominations Committee activities during the year

The focus this year has continued to be on issues of diversity,
succession planning and Board composition due to the Committee’s
awareness of the tenure of its Non-Executive Directors. Both the
Committee and Board have discussed at length the need for
refreshing of the Board and at the recommendation of the
Committee, one new Non-Executive Director was appointed to the
Board in 2012 and a further Non-Executive Director in 2013.

Recruitment process

When considering new appointments to the Board, the Nominations
Committee oversees the preparation of a criteria specification that is
provided to an independent specialist search agency retained to
conduct a global search. In 2013, Spencer Stuart, a specialist search
agency was instructed to consider a wide range of candidates taking
into account geographical location, nationality, gender, specific skills,
knowledge and experience, and the process culminated in the
appointment of Mr Deepak Parekh to the Board.



The main areas of activity of the Nominations Committee during the year are summarised below:

Area of responsibility

Item

Board composition and succession planning

o Review of skills, experience and diversity and approving key search
criteria for recruitment of new Non-Executive Directors.

e Engagement of search consultancy to aid in recruitment process.

e Review of candidates and recommendation of the appointment of
anew Non-Executive Director.

e Keeping under review potential candidates to address gender
balance on the Board.

e Review of succession planning for executive management.

Governance

o Evaluation of the Committee’s performance.
e Approval of disclosures in the Nominations Committee Report in
the Annual Report.

Non-Executive Director independence

o Review of the independence of each of the Non-Executive Directors
prior to recommending their reappointment by shareholders at the
Annual General Meeting.

As part of the continual cycle to refresh the Board and to address the
issue of gender diversity, the Committee is leading the 2014 process
to recruit new independent Non-Executive Directors to succeed

Mr Aman Mehta and Mr Euan Macdonald who plan to step down
from the Board when suitable candidates have been identified*.

The Committee has considered comprehensive search briefs with

an emphasis on recruiting female members with UK listed company
experience to the Board.

Spencer Stuart has no other connection with the Group other
than to provide recruitment consultancy services to the
Nominations Committee.

Succession planning

Succession planning during the year turned to a focus on executive
management. The Nominations Committee had been considering for
some time the recruitment of a new Chief Executive Officer to replace
Mr MS Mehta when he retired as part of the succession planning
process. Tom Albanese was identified as a potential candidate after
an extensive search. Mr Albanese joined Vedanta Resources Holdings
Limited, the holding company of Sesa Sterlite Limited and Konkola
Copper Mines, as its Chairman on 16 September 2013. This gave the
Committee a further opportunity to review his skills and suitability
before recommending his appointment as Chief Executive Officer to
the Board. The Board confirmed his appointment with effect from

1 April 2014.

Diversity

The Board supports the importance of having diversity of thought
and representation on its Board and it is one of the Nominations
Committee’s tasks to ensure this is achieved. Board diversity has been
considered from a number of aspects, including but not limited to
age, gender, race and ethnic origin, cultural and educational
background. In terms of skill sets, Board members have a wide range
of knowledge and expertise ranging from corporate finance and
banking to diplomacy and law. In terms of gender, the Company’s

* Intheinterim, and to ensure the smooth transition of any new and incoming Non-Executive
Director, the Nominations Committee recommended that Mr Mehta and Mr Macdonald
serve on the Board for a further year following the nine year anniversary of their
appointment.

diversity policy has an aspirational target of achieving a minimum of
25% women on the Board by 2015. We acknowledge that at present
there are no women on our Board and addressing the gender balance
to meet the target on the Board has been and will continue to remain
a top priority for the Committee. It is essential to overcome the
reasons for lack of female representation to date. These have
included the fact that Vedanta operates within a traditionally male
dominated industry. Furthermore, due to cultural constraints and the
remote geographical location of some of our operations, we face a
number of challenges in addressing the gender balance within the
Group. Women currently comprise 8.4% of the overall employee
population within the Group whereas the percentage of female
representation across the Group’s professional population is 12.4%.
In order to achieve our target for women on the Board, we ensure
that women candidates are considered routinely as part of the
recruitment process.

We also actively encourage and monitor the progress of women in
senior positions throughout the Group. Initiatives this year included
reviewing the barriers to women with children in returning to work. By
supporting equal opportunities we will ensure that the pool of women
from which management can be drawn will increase. In April 2014,
Ms Lalita Gupte was appointed to the board of Sesa Sterlite Limited
as an independent Non-Executive Director of that company, and

Ms Roma Balwani joined the Group as Head of Communications

and Corporate Social Responsibility.

The year ahead

The Nominations Committee objectives for the coming year are:

e Review plans for nurturing talent and improving the gender balance
within the Group.

e Continued focus on succession planning for the Board in order to
ensure a balance of skills, experience and diversity.

e A commitment to increasing the participation of women across all
levels of the business, not least the Board of Directors.

Anil Agarwal
Chairman, Nominations Committee
14 May 2014
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Directors’ Report

Sustainability Committee report

Euan Macdonald, Chairman, Sustainability Committee

This Report provides details of the role and responsibilities of the
Sustainability Committee and the work it has undertaken during
the year.

“This year I was pleased to assume the Chairmanship of Vedanta’s
Sustainability Committee. In overseeing my responsibilities as laid
down by the Board and in managing Vedanta'’s business sustainably,
I will be guided by the three pillars of Responsible Stewardship,
Building Strong Relationships and Adding and Sharing Value, which
together have proven to be a valuable model for the Company’s
sustainable growth.

Over the course of the year, the Committee was particularly
concerned to focus on the unacceptably high number of fatalities
suffered across our business; to understand their root causes and to
monitor the business response through the ‘Key Safety Focus Areas’
programme, launched to strengthen our mitigation of safety risks.
The Committee also recognised that subsidiary businesses needed to
improve their stakeholder engagement and change management
processes. We recommended that with regards to human rights and
child labour compliance subsidiaries businesses need to be extra
vigilant at the loading and unloading operations in remote areas.
Water, energy and waste consumption targets were also reviewed by
the Committee and we emphasised the importance of having robust
plans to ensure these targets are met. The Committee further
recommended the hiring of a Group safety adviser to help and
support Group companies on the safety related issue.

I would also like to take this opportunity to thank management across
our subsidiary businesses for their commitment to VSAP, which has
been a demanding exercise.”
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Membership and attendance
The Sustainability Committee comprises the following Directors and
met on four occasions during the year.

Number of

meetings Percentage
attended attendance

Naresh Chandra, Chair (stepped down
August 2013) 1Al 100%
Euan Macdonald, Chair (appointed August 2013) 3/3 100%
MS Mehta (stepped down April 2014) 4l4 100%
Jeyakumar Janakaraj (stepped down May 2013) n 100%
Kishore Kumar (appointed September 2013) 3/3 100%

Tom Albanese was appointed to the Sustainability Committee on
1 April 2014.

Responsibilities of the Sustainability Committee

The responsibilities of the Sustainability Committee are set out in its
terms of reference which are available on the Company’s website at
www.vedantaresources.com and from the Company Secretary. The
Chief Sustainability Officer acted as secretary of the Committee and
Group subsidiary company Chief Executives or their representatives
were invited to attend the meetings.

The main responsibilities of the Sustainability Committee are:

e Torecommend Group sustainability policies to the Board, clearly
setting out the commitments of the Group to manage matters of
sustainable development effectively.

e To advise the Board on sustainability issues to enable it to discharge
its responsibilities, having regard to the law and the expected
international standards of governance.

e To outline initiatives required to institutionalise a sustainability
culture through the involvement of employees at all levels.

e To review and report to the Board on the performance of the Group
with respect to the implementation of a sustainability framework.
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Sustainability Committee activities during the year

o
The main areas of activity of the Sustainability Committee during the year are summarised below: =
[a}
Area of responsibility Item 3_
Sustainability framework e Providing oversight of the progress made on the development of g’
o

the sustainability model and framework.

e Overseeing the action plan emerging from Vedanta’s Sustainability
Assurance programme (VSAP).

e Review and approval of sustainability objectives and targets.

Health and safety o Review of safety statistics and incidents.
e Monitoring and follow up of action plans in respect of fatal
accidents.
o Review of Key Safety Focus Area 2013—14.
e Review of Behavioral safety initiatives at HZL.

Environment Reviewing the Group’s initiatives for reduction in specific water and

energy consumption.
e Monitoring and follow up of higher category environment incident.
» Review of waste utilisation plans and statistics.

System development systems and performance reporting e Reviewing the implementation of Scott Wilson recommendations.
o Review of Group SAP-EHS IT Solution.
e Review of performance evaluation of the Sustainability Committee
and review of terms of reference.
Review and approval of the Group’s Sustainable Development
Report 2012-13.

Community engagement e Overseeing the internal risk assessment on human rights and
child labour.
o Review of expectations cited by stakeholders during the 2013
Annual General Meeting.
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Details on each of the above initiatives can be found in the Company’s Sustainability Report 2013-14 and on the Company’s website at
www.sustainability.vedantaresources.com/home.

Euan Macdonald
Chairman, Sustainability Committee
14 May 2014
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Directors’ Report

Remuneration Committee letter

Euan Macdonald, Chairman, Remuneration Committee

Dear Shareholder,

During the course of the year, the Remuneration Committee (the
‘Committee’) has undertaken a full review of our remuneration
structures and practices. In previous years, we received feedback from
anumber of investors and proxy advisers that our remuneration
structures were not fully aligned with usual practice for a UK-listed
company. Many of our practices have evolved to meet the needs of
an executive population based largely in India and we are conscious
of the need to balance this with the expectations of our investors. We
are therefore grateful for this input and have taken it into account
when developing new arrangements.

The proposed key changes to the remuneration policy are as follows:
e Formalising the structure of the annual bonus and introducing
bonus deferral for half of any bonus earned.

Replacing the existing Employee Share Ownership Plan (‘ESOP’)
with the Performance Share Plan (‘PSP’) for Executive Directors. PSP
awards will have a three-year performance period and an
additional two-year holding period on all vested shares.

A clawback provision will apply to both the annual bonus plan and
PSP.

Introducing shareholding guidelines of 200% of base
compensation for all Executive Directors.
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The Committee members and I believe that the changes set out
above represent a significant step forward for our remuneration
policies — both in terms of driving sustained long-term performance,
and in alignment with good governance practices. I hope that you will
share this view and support our proposals.

During the year conditions have remained challenging, due to a
mining ban on iron ore, the temporary shutdown of the Tuticorin
smelter and Lanjigarh refinery, volatile commodity prices and
industry-wide inflationary trends and various other short-term issues.
These factors have been reflected in the profit performance for

the year.

In spite of this, the Company was able to deliver solid operational
performance, the completion of the Group simplification project and
strong cost management performance. All of these factors were
considered and reflected in the incentives for the year. Accordingly,
the 2013-14 annual bonus outcome for the Executive Directors was
determined at 44% of base compensation, while the threshold
performance targets in respect of the ESOP awards granted on

16 May 2013 were not met and the awards lapsed in full.

During the year, Mr MS Mehta retired as Chief Executive Officer and
following an extensive search process, we are delighted that he was
succeeded by Mr Tom Albanese on 1 April 2014. Mr Albanese’s
remuneration package is structured to deliver a market competitive
level of base compensation combined with significant performance
related incentives. As part of his employment contract his annual
bonus opportunity will be limited to 50% of base compensation for
2014-15. From 2015-16 onwards his annual bonus opportunity will
be increased in line with that of the other Executive Directors. Details
of the remuneration paid to Mr MS Mehta on his departure are set out
on page 109.

This is the first year in which we are formally required to report on
remuneration under the new format required by the Department of
Business, Innovation and Skills legislation. This year’s report on
remuneration therefore comprises two parts: the Directors’
Remuneration Policy Report which sets out our policy on Directors’
pay and which will be subject to a binding shareholder vote; and the
Annual Report on Remuneration, which provides details of the
remuneration earned by Directors in the past financial year as well as
the way in which we propose to operate in the coming year, and will
be subject to an advisory vote.

We hope that we will receive your support on both parts of the
Remuneration Report at the forthcoming AGM.

Yours sincerely,

Euan Macdonald
Chairman of the Remuneration Committee



Directors’ Remuneration Policy report

This part of the report sets out the remuneration policy for the
Company and has been prepared in accordance with the Large and
Medium-sized Companies and Groups (Accounts and Reports)
(Amendment) Regulations 2013. The policy has been developed
taking into account the principles of the UK Corporate Governance
Code 2012 and the views of our major shareholders and describes the
policy to be applied from 2014-15 onwards. The policy report will be
put to a binding shareholder vote at the 2014 AGM and the policy will
take formal effect from 1 April 2014.

Policy overview

The key objective of the Group’s broad remuneration policy is to
ensure that competitive and fair awards are linked to key deliverables
and are also aligned with market practice and shareholders’
expectations.

The Committee ensures that remuneration policies and practices are
designed to attract, retain and motivate the Executive Directors and
the senior management group, while focusing on the delivery of the
Group’s strategic and business objectives. The Committee is also
focused on aligning the interests of the Executive Directors and the
senior management group with those of shareholders, to build a
sustainable performance culture.

When setting remuneration for the Executive Directors, the
Committee takes into account the business performance,
developments in the natural resources sector and, considering that
the majority of the Group’s operations are based in India, similar
information for high-performing Indian companies.

The Committee has set remuneration taking into consideration both
UK and Indian market practice to ensure it is globally competitive as
the Executive Directors are based in India (with the exception of Mr
Anil Agarwal, who is UK-based), along with the majority of the Group’s
professional management team. The Committee also considers the
inflation rates prevalent in the UK and India in the setting of
remuneration.

The Committee recognises that financial performance of the
Company is heavily influenced by macro-economic considerations
such as commodity prices and exchange rate movements. These
factors are therefore taken into consideration when setting executive
remuneration.

How the views of shareholders are taken into account

The Committee considers the AGM to be an opportunity to meet and
communicate with investors and considers shareholder feedback
received in relation to the AGM each year and guidance from
shareholder representative bodies more generally. This feedback, plus
any additional feedback received during any meetings from time to
time, is then considered as part of the Company’s annual review of
the remuneration policy.

In addition, the Committee will seek to engage directly with major
shareholders and their representative bodies should any material
changes be proposed to the remuneration policy. Details of votes cast
for and against the resolution to approve last year’s remuneration
report and any matters discussed with shareholders during the year
are set out in the Annual Report on Remuneration.

How the views of employees are taken into account

In setting the policy for Executive Directors’ remuneration, the
Committee considers the pay and employment conditions across the
Group, including annual base compensation increases across the
general employee population and the overall spend on annual
bonuses. Employees may be eligible to participate in the annual
bonus arrangement and receive awards under the ESOP or PSP.
Opportunities and performance metrics may vary by employee level
with specific business metrics incorporated where possible.

The Committee does not formally consult with employees in respect
of the design of the Executive Directors’ remuneration policy,
although the Committee will keep this under review.
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Directors’ Report

Directors’ Remuneration Policy report

continued

Summary of the remuneration policy for Directors

The following table sets out the key aspects of the remuneration policy for Directors:

Element of pay Purpose and link to strategy

Operation

Maximum opportunity

Performance measures

Reflects individual’s
experience and role
within the Group.

Base compensation’

Reward for performance
of everyday activities.

The Committee reviews
base compensation
annually, taking
account of the scale

of responsibilities, the
individual’s experience
and performance.

Changes are
implemented with effect
from 1 April each year.

Base compensation
is paid in cash on a
monthly basis.

Base compensation

is typically set with
reference to a peer group
of UK-listed mining
comparator companies.
Comparisons are also
made against positions
of comparable status,
skill and responsibility in
the metals and mining
industries globally, and in
the manufacturing and
engineering industries
more generally.

There is no prescribed
maximum annual
increase. Base
compensation increases
are applied in line with
the annual review and are
competitive within the

UK and Indian market
and internationally for
comparable companies.
The Committee is also
guided by the general
increase for the employee
population but on
occasions may need to
recognise, for example,
development in role and/

or change in responsibility.

Business and individual
performance are
considered when setting
base compensation.

Taxable benefits To provide market Benefits vary by roleand  The value of benefits n/a
competitive benefits. are reviewed periodically.  is based on the cost to
the Company and is
Benefits are set in line not predetermined.
with local market practices.
Pension To provide for sustained Directors receive pension  Annual contribution n/a
contribution and contributions into their of upto 15% of base
contribute towards personal pension planor ~ compensation for
retirement planning. local provident scheme. the Deputy Executive
Chairman and 20%
Contribution rates are of base compensation
set in line with local for the Chief
market practices. Executive Officer.
The Executive Chairman
does not receive post-
retirement benefits.
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Element of pay

Purpose and link to strategy

Operation

Maximum opportunity

Performance measures

Annual bonus

Incentivises executives
to achieve specific,
predetermined goals
during the financial year.

50% paid in cash and
50% deferred into shares
which will vest 40% after
the first year, and 30%
after the second and
third years, subject to
continued employment.

Determined by the
Committee after
year-end, based on
performance against the
pre-determined financial
and non-financial metrics.

Not pensionable.

Clawback provisions apply
for overpayments due

to misstatement or error
and other circumstances.

Up to 150% of base
compensation per annum.

The bonus is measured
against a balanced
scorecard of performance
metrics. At least 50% of
the bonus potential will
be based on financial
performance and the
remainder of the bonus
potential will be based on
operational, strategic and
sustainability measures.

The Committee has the
ability to adjust the bonus
outturn if it believes

that the outturn is not
reflective of the Group’s
underlying performance
or warranted based

on the Health, Safety

and Environment

(‘HSE’) record.

Performance Share Plan  Encourage and reward

(‘PSP’)

strong performance
aligned to the interests
of shareholders.

Annual grant of nominal-
cost options which vest
after three years, subject
to Company performance
and continued
employment. There is an
additional holding period
of two years post-vesting.

Clawback provisions apply
for overpayments due

to misstatement or error
and other circumstances.

Up to 150% of base
compensation per annum.

PSP awards are subject to
a performance condition
based on relative total
shareholder return (‘TSR’).

30% of an award

will vest for achieving
median performance,
increasing pro rata

to full vesting for the
achievement of stretch
performance targets.

The Committee has

the ability to adjust the
PSP outturn if it believes
that the outturn is not
reflective of the Group’s
underlying performance
or warranted based

on the HSE record.

Share ownership

guidelines

To increase alignment
between executives
and shareholders.

Executive Directors are
required to retain any
vested shares (net of
tax) under the Group’s
share plans until the
guideline is met.

Any new Executive
Director will have a
period of five years from
recruitment or promotion
to the Board to build

up their shareholding

to the required level.

200% of base
compensation for
Executive Directors?.

n/a

Non-Executive
Directors’ fees

To attract and retain high
calibre Non-Executive
Directors through the
provision of market
competitive fees.

Fees are paid in cash.

Fees are determined
based on the
significant travel and
time commitments,
the risk profile of the
Company and market
practice for similar
roles in international
mining groups.

As for the Executive
Directors, there is no
prescribed maximum
annual increase. The
Committee is guided by
the general increase for
the employee population
but on occasions may
need to recognise, for
example, development
in role and/or change in
responsibility.

Business and individual
performance are
considered when
setting fees.

1 Base compensation includes base salary plus fixed cash allowances and statutory benefits, which are a normal part of the fixed remuneration package for employees in India.
2 Asimilar requirement but with alower salary multiple applies to members of the Executive Committee.
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Directors’ Report

Directors’ Remuneration Policy report

continued

Selection of performance metrics

The annual bonus is based against a balanced scorecard of financial,
operational, sustainability and strategic metrics. The mix of targets
will be reviewed each year by the Committee to ensure that they
remain appropriate to reflect the priorities for the Group in the year
ahead. A sliding scale of targets is set to encourage continuous
improvement and challenge the delivery of stretch performance.

The PSP is based on relative TSR performance, which provides an
external assessment of the Company’s performance against the
market. It also aligns the rewards received by executives with the
returns received by shareholders. A sliding scale of challenging
performance targets is set. The Committee will review the choice of
performance measures and the appropriateness of the performance
targets prior to each PSP grant. The Committee reserves the discretion

Executive Chairman

Maximum - 37% £6,500,345
Ontarget £4,330,ooo

Minimum £1,676,000

Chief Executive Officer - 2014-15

Maximum  [BE¥S 46% £3,250,000

On-target |SE¥A

33%

£2,300,000

Minimum 00 £1,250,000

@ Total fixed pay Annualbonus @ Performance share plan
Notes

1 Base compensation levels are based on those applying on 1 April 2014 (converted at a rate
of INR99.029% : £1).

2 The value of taxable benefits is based on the cost of supplying those benefits (as disclosed)
for the year ending 31 March 2014 in the case of Messrs Anil Agarwal and Navin Agarwal.
Mr Tom Albanese’s benefits have been estimated at 5% of base compensation.

3 Thevalue of pension receivable by the Deputy Executive Chairman and Chief Executive
Officerin 2014-15 is taken to be 15% and 20% of base compensation respectively.

4 The on-target level of bonus assumed to be 60% of the maximum annual bonus
opportunity.

5 The on-target level of the PSP assumed to be 50% of the face value of the award at grant.

6 Share price movement and dividend accrual have not been incorporated into the values
shown above.

Approach to recruitment and promotions

The remuneration package for a new Executive Director i.e. base
compensation, taxable benefits, pension, annual bonus and long-
term incentive awards, would be set in accordance with the terms of
the Company’s prevailing approved remuneration policy at the time
of appointment and would reflect the experience of the individual.
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to set different targets for future awards, without consulting with
shareholders, providing that, in the opinion of the Committee, the
new targets are no less challenging in light of the circumstances at the
time than those used previously. The targets for awards granted
under this remuneration policy are set out for shareholder approval in
the Annual Report on Remuneration.

Remuneration scenarios for Executive Directors

The charts below illustrate how the Executive Directors’ remuneration
packages vary at different levels of performance under the ongoing
policy, which will apply from 1 April 2014, subject to shareholder
approval. Two years' illustrations have been included for the Chief
Executive Officer to show the impact of the maximum annual bonus
opportunity for 2014-15 and 2015-16.

Deputy Executive Chairman

On-target

£2,886,000

Minimum

£11217VOOO

Chief Executive Officer - 2015-16

Ve EL{VZSO’OOO
£2'8OOYOOO

On-target

Minimum £1,250,000

The base compensation for a new executive may be set below the
normal market rate, with phased increases over the first few years, as
the executive gains experience in their new role. Annual bonus
potential will be limited to 150% of base compensation and
long-term incentives will be limited to 150% of base compensation
per annum.

In addition the Committee may offer additional cash and/or
share-based elements when it considers these to be in the best
interests of the Company (and therefore shareholders) to take
account of remuneration relinquished when leaving the former
employer and would reflect the nature, time horizons and
performance requirements attaching to that remuneration.

For an internal Executive Director appointment, any variable pay
element awarded in respect of the prior role may be allowed to pay
out according to its terms, adjusted as relevant to take into account
the appointment. In addition, any other ongoing remuneration
obligations existing prior to appointment may continue, provided that
they are put to shareholders for approval at the earliest opportunity.



For external and internal appointments, the Committee may agree
that the Company will meet certain relocation expenses and
continuing allowances as appropriate.

For the appointment of a new Chairman or Non-Executive Director,
the fee arrangement would be set in accordance with the approved
remuneration policy at that time.

Service contracts for Executive Directors
The Committee reviews the contractual terms for new Executive
Directors to ensure these reflect best practice.

Mr Anil Agarwal is employed under a contract of employment with
the Company for arolling term but which may be terminated by not
less than six months’ notice. Provision is made in Mr Anil Agarwal’s
contract for payment to be made in lieu of notice on termination
which is equal to base compensation.

Mr Navin Agarwal has a letter of appointment with the Company
which is a rolling contract and may be terminated by giving six
months’ notice. Mr Navin Agarwal has a service agreement with Sesa
Sterlite Limited which expires on 31 July 2018, with a notice period of
three months or base compensation in lieu thereof.

Mr Tom Albanese has a separate letter of appointment with the
Company and Sesa Sterlite Limited on a fixed three-year term which
expires on 31 March 2017, but which may be terminated by not less
than three months’ notice. Provision is made in Mr Tom Albanese’s
contract for payment to be made in lieu of notice on termination
which is equal to three months’ base compensation and benefits.

It is the Group’s policy that the notice period in the Directors’ service
contracts does not exceed 12 months.

Copies of all Executive Directors’ service contracts and the letters
of appointment of the Non-Executive Directors are available for
inspection during normal business hours at the registered office of
the Company, and available for inspection at the AGM.

Payments for loss of office
The Executive Directors’ service contracts provide for pay in lieu of
notice in respect of base compensation, as set out above.

The annual bonus may be payable with respect to the period of the
financial year served although it will be pro-rated for time and paid at
the normal payout date. Any share-based entitlements granted to an
Executive Director under the Company’s share plans will be
determined based on the relevant plan rules.

The default treatment under the PSP is that any outstanding awards
lapse on cessation of employment. However, in certain prescribed
circumstances, such as death, ill-health, disability, retirement or other
circumstances at the discretion of the Committee, ‘good leaver’
status may be applied. For good leavers, awards will normally vest on
the original vesting date, subject to the satisfaction of the relevant
performance conditions at that time and reduced pro rata to reflect
the proportion of the performance period actually served. However,
the Committee has discretion to determine that awards vest at an
earlier date and/or to disapply time pro-rating, although it is
envisaged that this would only be applied in exceptional
circumstances. Any such incidents, where discretion is applied by the
Committee, will be disclosed in the next year's Annual Report on
Remuneration.

The default treatment for deferred annual bonus awards is that any
outstanding awards lapse on cessation of employment. However, in
certain ‘good leaver’ circumstances (as described under the PSP
above) awards will normally vest in full on the original vesting date.

In determining whether an executive should be treated as a good
leaver or not, the Committee will take into account the performance
of the individual and the reasons for their departure.

In the event of a change of control all unvested awards under the
deferred annual bonus and long-term incentive arrangements would
vest, to the extent that any performance conditions attached to the
relevant awards have been achieved. The award will, other than in
exceptional circumstances, be pro-rated for the period of the financial
year served.

Letters of appointment for Non-Executive Directors

The Non-Executive Directors have letters of appointment which may
be terminated by either party by giving three months’ notice. The
Non-Executive Directors’ letters of appointment set out the time
requirements expected of them in the performance of their duties.
Non-Executive Directors are normally expected to spend at least

20 days per year in the performance of their duties for the Company.
There is no provision in the letters of appointment of the Non-
Executive Directors for compensation to be paid in the event of

early termination.

Legacy arrangements

For avoidance of doubt, in approving this Directors’ Remuneration
Policy Report, authority is given to the Company to honour any
commitments entered into with current or former Directors (such as
the vesting of past share awards) that have been disclosed to and
approved by shareholders in this and previous Remuneration Reports.
Details of any payments to former Directors will be set out in the
Annual Report on Remuneration as they arise.

Annual report and accounts FY2014  Vedanta Resources plc 107

Hoday 216330135

o
=
)
[a]
a
o
=
Gl
-
[0)
o
(o)
=
=t

SJUSWL3D]S [pIdUDULY

uoljpwIouT [DUOIHPPY




Directors’ Report

Annual Report on remuneration

Annual Report on Remuneration

This part of the report has been prepared in accordance with
Schedule 8 of the Large- and Medium-sized Companies and Groups
(Accounts and Reports) (Amendment) Regulations 2013 and 9.8.6R
of the UK’s Listing Rules. The Annual Report on Remuneration will be
put to an advisory shareholder vote at the 2014 AGM. The
information on pages 109 to 113 has been audited.

Membership of the Remuneration Committee

The members of the Remuneration Committee who served during the
year, all of whom are independent Non-Executive Directors, are
shown below together with their attendance at Remuneration
Committee meetings:

Meetings Percentage
Name attended attendance
Euan Macdonald (Chairman) 4/4 100%
Aman Mehta 4/4 100%
Geoffrey Green 2/2 100%
Naresh Chandra 2/2 100 %

The Committee’s responsibilities are set out in its terms of

reference, which are available on the Company’s website at
www.vedantaresources.com or on request from the Company
Secretary. The Committee’s terms of reference were reviewed and
amended during the year. Amendments made included clarifying
that the Committee is exclusively responsible for the selection criteria
and appointment of any remuneration consultants and that the
Committee may commission any reports or surveys necessary for
carrying out its work.

The Committee’s responsibilities primarily include:

e setting the Group’s overall policy on executive and senior
management remuneration;

determining the remuneration packages for individual Executive
Directors, including base compensation, performance-based
short- and long-term incentives, pensions and other benefits;
approving the design and operation of the Company’s share
incentive schemes; and

reviewing and determining the terms of the service agreements of
the Executive Directors.
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Advisers to the Committee

The Committee retained New Bridge Street (‘NBS’), a trading name of

Aon plc, to provide independent advice on remuneration matters. NBS

is a signatory to the Remuneration Consultants Group’s Code of

Conduct, which requires its advice to be objective and impartial.

Neither NBS nor any part of Aon plc provided other services to the

Company during the year. The Committee has reviewed the

operating processes in place at NBS and is satisfied that the advice it

receives is objective and independent. The Committee considers
various external reports from NBS on remuneration in the UK as well
as India to provide detailed insights that aid remuneration decisions.

The fees paid to NBS in respect of work carried out in 201314 were

£81,659. In addition, advisers to the Committee during the year and

their roles are set out below.

e Mr A Thirunavukkarasu (President — Group HR) advises the
Committee on general remuneration policies and practices
followed in India and the global market, Executive Directors’
remuneration and benefits and remuneration policy applicable to
the wider employee population within the Group.

e The Executive Directors provide input on remuneration packages
for the senior management group to ensure parity amongst senior
management in different businesses but at similar roles. Executive
Directors may attend meetings at the invitation of the Committee
but no Director is present during discussions of their own
remuneration.

e Ernst & Young LLP review and confirm the Company’s TSR
performance in respect of the Long-Term Incentive Plan. Ernst &
Young also provide tax and internal audit services to the Group.

Statement of shareholder voting

At the 2013 Annual General Meeting, a resolution was proposed to
shareholders to approve the Directors’ Remuneration Report for the
year ended 31 March 2013. This resolution received the following
votes from shareholders:

2013 AGM
Votes cast in favour 168,599,957 77.49%
Votes cast against 48,980,191  2251%
Total votes cast 217,580,148 100%
Abstentions 187,876

During the year, the Committee consulted the Company’s major
shareholders on the decision to make amendments to the structure of
the short- and long-term incentive arrangements. Based on the
feedback from the 2013 AGM a new policy was developed, which
sought to address investor concerns and this was shared informally
with major shareholders and governance bodies in early 2014. The
majority of those consulted indicated their support and several
investors reverted with suggestions for further revisions and the
Committee incorporated the majority of these suggestions into the
final policy which is set out in the Directors’ Remuneration Policy
Report.
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Directors’ remuneration earned in 2013-14 (Audited)

The table below summarises Directors’ remuneration received during the year ended 31 March 2014 and the prior year for comparison. %
Base g
compensqtion -
including Taxable Annual Long-term 3
salary or fees Benefits Pension bonus incentives Total 'g
£000 £0007 £000° £000° £0001 £000" S
Executive Directors
Anil Agarwal’ 201314 1,608 68 - 700 - 2,376
2012-13 1,475 46 - 590 445 2,556
Navin Agarwal?3* 2013-14 916 52 140 390 - 1,498
2012-13 953 49 147 417 303 1,869
MS Mehta? 3> 201314 391 2 31 140 - 564
(left on 31 March 2014) 2012-13 391 - 31 147 135 704
Non-Executive Directors
Naresh Chandra 2013-14 52 - - - - 52 I
(left on 1 August 2013) 2012-13 182 - - - - 182 =
2}
Geoffrey Green 2013-14 92 - - - - 92 &
(appointed 1 August 2012) 2012-13 53 - - - - 53 8
Euan Macdonald 2013-14 131 - - - - 131 |
2012-13 100 - - - - 100 Z
Aman Mehta® 201314 137 - - - - 137
201213 155 - - - - 155
Deepak Parekh 2013-14 83 - - - - 83
(appointed 1 June 2013) 2012-13 - - - - - -

1 MrAnil Agarwal’s taxable benefits in kind include provision of a car and fuel in the UK and India for business purposes, housing benefit (in India) and club membership.

2 Forthe financial year ended 31 March 2014, Mr Navin Agarwal received a Sterlite salary of INR79,835,046 excluding medical and leave travel allowances, Vedanta fees of £85,000 and Cairn
India Limited fees of INR140,000. Mr MS Mehta received a Sterlite salary of INR28,651,081 excluding medical and leave travel allowances and Vedanta fees of £85,000.

3 The value of the remuneration paid to Messrs Navin Agarwal and MS Mehta during the year differs from the base compensation levels on page 114 due to fluctuations in the INR/sterling
exchange rates during the year.

Mr Navin Agarwal’s taxable benefits in kind include housing and related benefits, club membership, and use of a car and driver.

Mr MS Mehta’s taxable benefits in kind include use of a car and driver.

The fees paid to Mr Aman Mehta includes the salary of £2,494 paid by Cairn India Limited and its subsidiaries after it became a subsidiary of the Group.
Non-Executive Directors are reimbursed for expenses incurred while on Company business. No other benefits are provided to Non-Executive Directors.

All of the Group's pension schemes are based on cash contribution and do not confirm an entitlement to a defined benefit. Pension contributions are made into the Deputy Executive Chairman

and Chief Executive Officer’s personal pension schemes (or local provident fund) and will become payable on the retirement, normally at age 58. The Executive Chairman does not receive

pension benefits.

9 Amounts shown for 2013-14 relate to the payment of the annual bonus for the year ended 31 March 2014. Further details of this payment are set out below.

10 Amounts shown for 201314 relate to the vesting of the 2013 ESOP award. The performance period for this award ended on 31 March 2014 and the performance conditions did not meet the
threshold targets resulting in nil vesting.

11 The exchange rate applicable as at 31 March 2014 was INR96.2325 to £1; and at 31 March 2013 was INR82.3209 to £1.
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Annual Report on remuneration

continued

Annual bonus

The annual bonus for the 201314 financial year was based on performance against a balanced scorecard of financial and sustainability

measures and strategic projects. Performance against these targets is set out below:

Deputy Chief
Executive Executive Executive
Chairman Chairman Officer % of
weighting weighting weighting Actual maximum
Financial EBITDA 20% 20% 25% US$4.49bn
Profit after tax 10% 15% 15% US$0.99bn
Free cash flow 20% 15% 20% US$3.02bn
Strategic Group simplification project 15% 20% 15%
Gender diversity initiatives 15% 10% 5%
Sustainability Sustainability scorecard’ 10% 10% 10%
Serious injury avoidance 10% 10% 10%
Total 100% 100% 100%
Bonus achieved?
Anil Agarwal 44%
Navin Agarwal 44%
MS Mehta 4L44%

1 Sustainability scorecard measures include resource use and management, stakeholder engagement and management, compliance and training, incident investigation and change

management.

2 Foreach element of the annual bonus, zero bonus is paid for nil performance increasing to full payment at stretch performance.

The bonus payment in relation to performance in the 201314 financial year will be payable wholly in cash. Achievement of performance levels
envisaged in the business plan proved to be more challenging than expected in view of the continuing mining ban, and the closure of the
Tuticorin smelter and Lanjigarh refinery. The Remuneration Committee analysed the factors affecting the current year performance and also
considered the initiatives put in place to address disruption