PRESS INFORMATION BUREAU

LERCEll
GOVERNMENT OF INDIA
ARG TNBN

Deccan Herald, Bangalore
Monday, 7th November 2011, Page: 15
Width: 8.44 cms Height: 20.69 cms, Ref: pmin.2011-11-08.17.36

Aimed at achieving ambitious target

NEW DELHE: The Disinvest-
ment Department has pre-
pared a list of cash-rich
PSUs which can buy back
government equity and
help it meet the ambitious
Rs 40,000 crore disinvest-
ment target during the cur-
rent fiscal.

The government has been
thinking of raising funds
through the buyback route as
it has not been able to raise
money through sale of equity
in public sector units on ac-
count of uncertainty in the
stock markets.

“The government is open to
raise funds through the buy-
back route as part of the dis-
investment exercise. We are
thinking of innovative ways to
meet the target,” a disinvest-
ment ministry official told
Press Trust of India.

Caif on auction route
Under the buyback mode, the
ZOVErninent can raise money
by selling its equity inthe com-
pany to the concerned public
sector units itsell. According
to the about two dozen public
sector units having large sur-
plus cash balance Steel Au-
thority of India (SAIL), Na-
tional Mineral Development
Corporation, Oil & Natural
Gas Corporation, National
Thermal Power Corporation,
Coal India, Oil India and
Mines & Mineral Trading Cor-
poration.

Such companies may be
asked to buy back about 5 per

cent equity from the share-
holders. Under the current
regulations, market regulator
Securities & Exchange Board
of India allows companies to
buy back their own equity
from shareholders.

The official said the govern-
ment is yet to decide on
whether to adopt the auction
route for stake sale in public
sector units.

With only Rs 1,145 crore in
its kitty so far from disinvest-
ment, there are apprehen-
sions whether the mammoth
target of Rs 40,000 crore for
this fiscal would be met.

Volatile markets
Volatile stock market condi-
tions has forced government
to delay stake sale in public
sector units. Global equity
markets have been on a down-
side on fears of a slow recovery
inthe Eurozone economies as
well as the debt crisis in US.
Inview of uncertain market
conditions, companies liké
SAIL and Hindustan Copper
(HCL) have deferred fresh eq-
uity issue, though the govern-
ment may still go ahead with
its proposal to offload stake.
Last fiscal, the government
raised Rs 22,763 crore
through sale of equity in public
sector enterprises.
Disinvestment plan of the .
government has been hit due
to uncertainty in the stock
market fuelled by global eco-
nomic slowdown.
Press Trust of india
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NALCO engages Lahmeyer international for

conducling water study in Sunidggarh
National Aluminium Co. Ltd. (NALCO) has en-
gaged Lahmeyer International for conducting wa-~
ter availability study for its proposed greenfield
smelter in Sundargarh district.

According to B.L. Bagra, CMD, NALCO, the
company expects to get state govt.'s nod to set up
the plant in Sundargrah district, if the study estab-
lishes availability of adequate water.
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=g he Indian Council of
Forestry Research
and Education
gt (ICFRE), appointed
by the Supreme Court to con-
duct amacro-level environ-
ment impact assessment
study report of Bellary dis-
rictin Karnataka in view of
w1despread illegal iron ore
niining; has'recommended
measures with far- reachmg
mplications. :
The study has found large-
cale damage to the environ-
ment, flora and fauna and so-
cio-economic evels of the pop-
<ulationin and around mining
i areas. It has favoured the con-
tinuation of mining only by
large leaseholders, meaning
: companies with at least 50
. hectares of leased area.
It says small leaseholders
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(withindividual leases be-
low 23 ha) should form con-
sortia for contiguous mines
“to practise scientific min-
ing, if such mines are to be
continued for various socio-
‘economic and administrative
reasons”.

THE ICFRE REPORT

has favoured the
continuation of mining
only by large leaseholders,
meaning companies with
at least 50 hectares

of leased area

D V Pichamuthu, director-
south, Federation of Indian Min-
eral Industries (Fimi) said the
consortium concept was good,
but not many small leasehold-
ersmay come forward. “ICFRE
has come out with a very good
report in such a short duration
of three months. We (at Fimi)
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had always advocated large
holdings for lease. But, the state
government wants to satisfy
more numbers of applicants by
giving small leases,” he said.

A common dumping
ground, safety zones and con-
veyor belts must be provided
for stacking ore, says the report.
These mines should be run as
asingle unit on a cost and prof-
it sharing basis.

One major recommendation
istorestrict extraction of ore to
just 25 million tonnes in Bellary
district and five mt in Chi-
tradurga and Tumkur districts
inayear.

The study says mine own-
ers must show proof of having
modern technology and
trained manpower and have
sufficient space to manage ore
and overburdenin a scientific
manner, along with a plan for
rehabilitation and reclamation
of the mined-out area.



Churiwala & Co raises questions on company’s accounts,

MEHUL SHAH
Mumbai, 7 November

THE auditors of Resurgere
Mines & Minerals, which had
raised ¥120 crore from its Ini-
tial Public Offer IPO) in Au-
gust 2008, have resigned after
raising several questions over
the company’s accounts.
Churiwala & Company, the
Mumbai-based company’s au-
ditors, has not signed the ac-
counts for the year ended
March 31 and has also made
several qualifications. Follow-
ing this, Resurgere Mines had
to reschedule its annual gener-
al meeting (AGM) to this Tues-
day from September 30, to seek
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shareholder approval for adop-
tion of accounts as of March 31
and to appoint new auditors.
Inthe notice of the adjourned
meeting, Churiwala & Compa-
ny inits qualificationsto the ac-
counts said Resurgere Mines
did not give supporting docu-
ments for3160.57 crore shown
as capital work in progress,
#11.14 crore provided towards
road development expenses and
¥35.25 crore given as deposit for
raising of iron ore. The auditors
said the company did not pro-
vide supporting documents for
the physical verification of the
assets by the management and
its internal contro] system was
not consummate with the size of

the company. Resurgere Mines
did not supply an internal audit
report for the quarter ended
March 31, the auditors said.

Resurgere’s management
has denied all these charges
made by the auditors.

The shares of Resurgere,
whose whichlast closed at 31
paise on the Bombay Stock Ex-
change have slumped by 96 per
cent from their issue price of 39,
adjusted for bonus and split.
The damage to investors’ wealth
can be gauged from the fact that
the market capitalisation has
fallen from %1,500 crore after
the IPO tojust 361 crore now.

Despite the poor perform-
ance, chairman and managing
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quits; AGM today

director Subhash Sharma has
had annual remuneration of
71.04 crore since April 2007,
“The case of Resurgere
Mines shows how companies
have utter disregard for in-
vestors after raising funds.
Even the basics of corporate
governance haven'tbeen ad-
hered to,” said Shriram Sub-
ramanian, founder and man-
aging director at InGovern Re-
search Service, a Bangalore-
based proxy advisory and cor-
porate governance research
firm. “The company has been
listed for hardly three years
and regulators and other agen-
cies should have better moni-
tored the company,” he added.

TRUST DEFICIT? @
% Churiwala & Co resign as auditors of Resurgere Mines
uditors did not sign accounts for year ended March 31

- # Auditors raise several questions about company's accounts

# Company forced to reschedule AGM from September 30
to Tuesday
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Even as the government may not be in favour of a blanket ban

SUDHEER PAL SINGH
Panaji, 7 November

he mining crisis in

Goa, the country’s

largest exporter and

second-largest pro-

ducer of iron ore, is set to wors-

en. With the probe of the Cen-

tre- appomted Shah commis-

, ;smn to alleged irregularities

enteting its last lap, Goan min-

ers have started bracing them-

selves for a possible Karnata-

ka-like blanket ban on mlmng
and exports.

The ban in Karnataka had
been imposed by the Supreme
Courtin July inresponse to a
Central Empowered Com-
mittee (CEC) report that al-
leged large-scale illegal min-
ing and violations of environ-
mental norms. The Shah com-
mission, appointed in No-
vember last year, will give its
report to the Centre.

India mines around 220
million tonnes (mt) of iron ore
annually. Karnataka, which ac-
counts for a fifth of it, export-
ed nearly half of its 42 mt pro-
duction before the ban. Goa
produces 35 mt, but exports

“hearly S5 mt —the rest 20 mt
coming from low-grade
dumps. The state government
had recently banned the export
of dumps over allegations of il-

" legal mining.

Though a blanket ban on
iron ore exports seems unlike-

ly in Goa, with the mines min-
istry not likely to favour the
move, miners fear the worst.
Goa accounts for more than half
of India’s annual iron ore ex-
ports of 100 mt—worth 328,300
crore. Also, Goan miners can-
“not switch supplies to steel mills
located within the country, as
there are no takers for the nat-
urally inferior-grade Goan ore.
“A ban on exports would act

as a death knell for us. But we
cannot do anything but wait for
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50AN MINERS FEAR A
ATAKA-LIKE CRISIS

An iron ore mine in North Goa, where heaps of dump consisting of lowest-grade ore are
placed outside the lease area

THE FINE PRINT OF A TROUBLE BREWING

NUTS & BOLTS

exported

17,000 cepre annually

90 are functional

the final Shah commission re-
port,” P K Mukherjee, manag-
ing director of Sesa Goa, In-

-dia’s largest private sector iron

ore producer, told Business
Standard. Three-fourths of
Sesa Goa’siron ore production
capacity of 22 mt in India
comes from Goa.

“We will shut operations in
the event of a ban. In any case,
thereis no debt on our books,”
Ambar Timblo, managing di-
rector of Goa’s second-largest
producer, Fomento Resources,

India produces 220 mt iron ore, worth
34,808 crove, annually. Of this, 100 mtis

& Goa, the country’s largest exporter, alone
accounts for over 55 mt of exports. The
state’s earnings from iron ore exports stand at

& The Goa government earns ¥844 srove in
royalty from iron ore miners annually. The
state has 336 iron ore mining leases. Of these;

# A commission headed by retired Supreme .
Court judge M B Shahis inquiring into the
allegation of illegal mining in Goa. The

THE CONTROVERSY

said. “According to our analy-
sis, our earnings this financial

“year will drop by atleast 35 per

cent from those last year,” he
added. Last financial year, the
company exported 12 mtiron
ore, worth around 2,400 crore.
“Our business will become ze-
ro and the whole company will
come toastandstillifabanis
imposed. It is a crisis for sure,”
said Shivanand Salgaonkar,
managing director of VM Sal-
gaonkar & Bro Pvt Ltd, Goa’s
third-largest and oldest miner.

Major grey areas/allegatiens: Iron ore being
exported illegally in the name of movement of
dumps; production of more quantity of iron ore
than allowed under environment clearance norms;
lease area violations owing to placement of dumps
outside lease areas; according to the mines
ministry, close to half of the mines have violated
environmental norms

1 Miners agree that some ‘irregularities’ may have
slipped into the system, with mdependent traders
operating in the region

The state had banred the movement of dumps last
month. Over 78 it damps, worth thousands of
crores, are piled up in and around Goa mines

Opposition, BJP, has alleged a ’%‘Zﬁ,%ﬁ»m}m F%The mines ministry, however, indicates that a

illegal-mining scam isrunning in the state -~ Karnataka-like blanket ban is unlikely in Goa

The company produced and ex-
ported S mtiron ore last year.
The Shah commission had
no deadline for giving its final
report, asenior official from the
mines ministry said. “The mines
ministry does not favour a blan-
ketban on exportstocurbille-
galmining,” he added, indicat-
ing the concern of Goan miners
might be misplaced. Even in
Karnataka, the CEC recently
gave a breather to 24 mines by
recommending their reopening.
" Turn to Page 3
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{Goa miners feara
“Karnataka-like crisis

q.v Meanwhile, in Goa, a host of issues hint- -
ging at irregularities in mining operations are
"-gbeing pointed out by authorities.

G

1DUMPS

. Dumps are the low-grade by-product of the

-iron ore mining process. Goan ore has an av-

.grage iron content of 55 per cent, compared

5 go the national average of over 62 per cent.

.iDumps produced in the mines of the region

_have less than 45 per cent of iron content. .

;i Asdumps had no commercial value, Goan

s miners traditionally allowed these stocks to

. pileup beside lease areas: Accumulated over

gmany decades, these have now swelled toa

{ massive 700 mt —its value running into thou-

«sands of crores of rupees. In response to a

“huge spurt in global iron ore prices in the
past 3-4 years, primarily driven by China’s

“exponentially increasing demand for low-

" grade ore, the Indian government, in late
2009, brought down the threshold of Fe (iron)
content for “commercially sellable” iron ore
from 55 Fe to 42 Fe. The move made Goan
dumps, which had so far been waste, com-
mercially valuable. This kicked off a race for

stheir exports.

*.. The current crisis in the state stems large-

1y from the allegation that Goan miners are

zillegally exporting iron ore.in the name of

.;moving dumps. What stokes'this suspicion

+is the mismatch, although small, between the

quantity of ore for which royalty is paid to
the state government and the quantity ex-

:ported every year.

;i Also, dumps have traditionally been

o glaced outside lease areas of almost all mines

4in Goa. While the Shah Commission is said

_to have objected to the practice, calling it vi-

olation of lease area, miners argue that the -
spractice is in line with their mining plans,

_approved by the Indian Bureau of Mines.

EEMED EXTENSION
The government had, in 1988, converted all
“the erstwhile mining concessions in Goa in-
“'to mining leases, valid for 20 years, in the in-
terest of mineral conservation. As aresult,
all'the 336 leases in the state together came
p for renewal in 2008. As grant of renewal
by the state government was delayed in most
of the cases, the lease periods of all mines
were deemed to be extended, in line with the
" Mineral Conservation and Development
Rules, subject to environment clearances
(ECs).

The Shah Commission has allegedly
brought all such mines under the irregular-
ity net, as ECs for most of these mines have
not been obtained. A major reason for the de-
lay is the extremely under-staffed state min-
ing department. “The situation has become
complex. With strength of a mere S0, we are
expected to handle all the cases for renewals.
Delays are bound to take place,” said a sen-
ior state mining department official, who did
not wish to be quoted.

Besides hurting miners’ revenue and In-
dia’s mineral export earnings, an export ban,
ifimposed, would also leave thousands of
mine workers and truck and barge operators
jobless. The reduced cost of transporting ore
from mines to jetties for exports through
arges, compared to transport through road,
as kept iron ore exports in the region re-
“munerative for several years.

£
i
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Panel suggests
'PPP model for
 buying fertilizer
assets abroad

NEW DELHI: A government panel has
- called for'a pubhc -private partner-
ship for acquiring fertilizer mineral
~ assets abroad during the XII Plan
perxod (2012:17).
- A 42-member panel, headed by ;
" théSecretary of the Mines Ministry,
has also emphas15ed on-the creation
. of a sovereign wealth fund of
"Rs.LLOOO ciore for acquisition of
| ',overseas mineral assets, 1nclud1ng
-fertilizer components.
« “The country is deficient in all
. fertilizer minerals, Hence, concen-
- trated efforts should be made by,
making consortium of pubhc pri-
" -vate companies to acquire assets. |
-abroad,” says a repofft of the Work-
ing Group on Mineral exploration
< and development (other than coal
- and lignite) for XII Plan’.

India, which is dependent onim-
ports for key fertilizer raw materi-.
als, should spemﬁcally focus on-
acquiring .assets in countries like |
Uzbekistan and Jordan, it said. -

;- The working group has also |.
. stressed on strengthening relation-
. ship with mineral-rich countries |
- and provinces with specific agree-
ments; the panel said.

The government should also play -
 afacilitating role by providing dip-
vlomatlc support to private players |-

in acquiring mineral assets abroad,
" itadded.

“As the major developed and de-
Veloplng countries are trying to ac- |
guire overseas mines by way. of |
puirchasing assets abroad or diplo-

~ matic support, the Indian govern-
‘ment needs to play.a facilitative role . |

- to help by involving diplomatic sup-
port,” the panel advised.

It-also said the concerned minis-
tries — Mines,, Fertilizers, Atomic

- Energy, Commerce and External
Affairs — should focus on this i issue
on an urgent basis.

India has been planning to set up
its own fund in order to acqulre

“strategic overseas assets in mining
and energy segments to meet its fu-
ture needs.

Recently, the Planning Commis-
sion also suggested setting up of a
sovereign wealth fund with an ini-
tial corpus of $10 billion, mainly to
invest in energy and mining assets
abroad. — PTI
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Ananth Krishnan

TIANJIN: As China’s mines
grow deeper and leaner be-
cause of the urbanisation-
fuelled rapid.exploitation of
resources, - the country’s
mining industry is facing an
increasingly difficult techno-
logical challenge to reach
mineral reserves at greater
depths, analysts say,

Indian heavy equipment
manufacturer BEML said this
week it hoped to help China’s
mining industry fill that gap,
launching for the first time a
number of high capacity ma-
chines, including dozers and
dumpers, tailored to the do-
mestic market..

The company unveiled its
products in China for the first
time on Sunday, during the
country’s - national mining

congress which opened in-

this port city. “With the in-
crease in mining activity in

" China, there is a need to de-
ploy higher capacity ma-
chines,” said C. N, Durgesh,
BEML’s Director (Mining
and Construction) and board
member. “In China, there is
an increased demand for min-
erals. BEML offers a cost-ef-
fective solution to Chlnas
needs.”

. S. Vijay Kumar, Secretary,
Ministry of Mines, said

. BLML’ launch in China was
“a great opportunity” and
part of “alarger framework of
closer cooperation in mining
and mining-technology relat-
ed subjects with China”

“Both India and China are
growing economies with in-
creasing use of raw materi-
als,” he said.

“This requires both coun-
tries to do more and more
surveys, more and more ex-
ploxdtwn, more and more
mining.”

China’s” Vice Mlnlster of*

"Land and Resotrces Wang
Minvisited BEML’s display at
“the mining congress, and told
Mr. Vijay Kumar in talks that

e Faow

lCongress & Expo m Tianjin, China. - PHOTO: PTI

2 Scope for collaboratlon m survey o

and mappmq

¢ Chinese mvestments in mininq

eqmpment technoloques welcomed

he had personally supported
the company’s entry into the
China market, including
helping with the often elab-
orate registration and clear-
ance processes  for. heavy
equipment,

Mr. Vijay Kumar said they
had both agreed that there
was. scope for collaborating
on survey and mapping, and

-he had suggested pelletisa-

tion as an area where Chinese
technological knowhow could
help India.

Mineral exploitation

. “But we also said we wel-
‘come Chinese investments in
India, particularly in mining
equlpment technologies,” he

said, “We do realise it is a two-
way process.” '

At the mining congress, a
number of Chinese analysts
expressed. concern that the
rapid exploitation of mineral
resources had enabled recent
fast growth of the country’s
mining industry, but had left
long-term challeriges. In the
first, three quarters of this
year alone, China has invest-
ed 2.6 trillion yuan ($410 bil-
lion) in the mining industry, a
28 per cent year-on-year in-
crease, You Hua Jian of the
China Land Kesources® Eco-
nomic Institute said inade-
quate investment in research
and development was a major
barrler ‘to . exploiting the

BEML machmes on- dzsplay at the 13th Chzna Mmmg

i

country’s huge idle reserves.
Despite the demand for
high capacity equipment,
BEML is likely to face chal-
lenges in the competitive Chi-
na market, both  from
newly-emerging = domestic
players and long-established
foreign companies in the sec-
tor like Caterpillar and Ja-
pan’s Komatsu. But Indian
officials said its entry, to be-

‘gin with, was a point of some

satisfaction, partlcularly
agamst the backdrop of a ris-
ing trade deficit with China —
on track to exceed last year’s
record $20 billion figure —
and a persisting failure to di-
versify exports beyond raw
materials such as iron ore.

“One of our challenges is to
bring into China value-added
products to raise the levél of
our exports,” Indiah Ambas-
sador to China S. Jaishankar
said. “And this is not always
easy.”
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‘In distant South Africa,

hint of Singur for CESC

Group of ryots
raises decibels over
mining in Boikara-
belo seam

" Stumit Moitra - KOLKATA

- Will Boikarabelo be CESC’s

Singur?

A clutch of farmers are
protesting against the mining
of Boikarabelo, the South
African mine, with a humon-
gous 6.4 billion tonnes of re-
serves - 745 million tonnes of
which lay within 20 metres.

Resource Generation Ltd, an
Australian company, which is
developing the Boikarabelo
mine has disclosed that local
farmers have appealed to the
South African government
against granting of mining
rights.

CESC's mining subsidiary

» CESC
Share price on BSEin¥
355
P/_IE\-— 333
ng}/ 311

[278.40: 289

‘Apr 1, 2011

Nov 4

Integrated Coal Mining Ltd in
June signed a new deal with
Resource Generation to.lift
139 million tonnes of coal
from Boikarabelo over a peri-
od of 38 years.

That’s up from 37 million
tonnes commitment that
would have been supplied
over a period of 20 years ac-
cording to an earlier contract
signed in September 2010.

“The company has been
made aware that an appeal

has been lodged with the
South African Department of
Mineral Resoursces regarding
the granting of the Boikara-
belo Mining Right to Ledjad-
ja Coal (Pty) Ltd (company’s
subsidiary).

“The appeal has been
lodged by three individuals
whose farms are located in the
area of the proposed mine.

“The objections raised are of
a general nature and are sub-
stantially the same as those
lodged by the same parties
during the public consultation
phase of the mining right ap-
plication process, which were
considered in the granting of
the mining right,” Resource
Generation said recently.

That's not good news for the
Sanjiv  Goenka-controlled
CESC, which is Boikarabelo
mine’s biggest contracted cus-
tomer for coal,

Turn to Page 14
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“Hint of Singur for CESC

CESC's initial offtake of 73 million tonnes
will begin when the Boikarabelo mine com-
mences production, which is currently sched-
uled for late 2013. The higher commitment
is, however, conditional upon the feasibility
of a 1,320 mw power plant to be set up by
CESC. But the farmer’s efforts could throw a
spanner in the works.

Apart from CESC, Resource Generation has
also tied up supply contracts with another do-
mestic company, Bhushan Steel, which is sup-
posed to get 0.5 million tonnes for 20 yeats. The
pact with Bhushan allows the parties to raise
the tenure of the contract and the contracted
amount.’ '

Resource Generation however is hopeful of
settlement of the issue in its favour, “The com-
pany is confident that the mining right will
be confirmed and is continuing its normal ac-
tivities to develop the mine,” Resource Gen-
eration said in that statement.

All eyes are now on how the South African
authorities deal with the developments.
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