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" NMDC ore sales up 47%

NMDC Lid sold 7.58 million tonne iron ore
in July-September, up 47% from a year ago
due to increase in demand, a source in the
know said. In the same period last year, the
state-owned miner had sold 5.14 mt iron
ore. “Chhattisgarh weather condition was
favourable (for mining) during the quarter
and demand (was) also significant (higher)
for iron ore,” the source said. In July-
September, NMDC produced 7.10 mt iron
ore at its three facilities in Chhattisgarh
and Karnataka. /
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Dark horse

A PSU with strong fundamentals and
the largest copper producer with cap-
tive mines in the country is Hindu-
stan Copper Ltd (HCL). The govern-
ment of India holds 99.59 per cent
of its equity and the floating stock is
limited. The company has come out
with mind blowing results for the first
quarter ended June 2011 posting a net
profit of ¥60.41 crore against ¥26.20
crore in the same period last year. For
FY11, the company had posted a net
profit of ¥224.10 crore. Few months
ago, the company had announced to
sell scrap of 36,000 crore. Before going
for divestment, marketmen feel that
there could be a huge dividend, bonus
or stock split. Right now its stock is
trading at just ¥233. *
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Centre notify an

from captive coal miners for
compensating local people for
the damage arising from min-
ing projects. The amount could
be levied on every tonne of coal

" produced by these miners.

The amount would be based

on the rupees per tonne basis, :

on an average of 26 per cent
profit notified by Coal India Ltd
and Singareni Collieries Com-
-pany Ltd (SCCL) every year.
The formulahasbeen pro-
posed even as the Cabinet has
approved a draft of the new
mining legislation which will
introduce a benefit-sharing
regime for the mining industry.
Atthe current level of profits,
the levy works out to about 365
on every tonne of coal mined.
The ministry of coal has sug-

gested that the 26 per cent prof-

it-sharing by coal miners should
beapplied to Coal India and SC-
CL. Since captive coal miners
donot engage in selling coal, the
ministry has recommended that
the government notify an
amount against per tonne pro-
duction for compensating the
local people.

Under the Mines and Min-
erals (Development and Regu-
lation) Bill, coal companies

hecoalmlmstryhas G
proposed-that’ the -~

amounttobe charged -
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have to share 26 per cent of
their profit for the benefit of lo-
cal people.

The Bill does not make a dis-
tinction between captive and
non-captive coal miners, but the
coal ministry says captive min-
ers being integrated set-ups
with end-use plants would not
be able to show separate coal
mining profits, as the coal pro-
duced form allotted blocks
would be consumed in their
own end-use plants.

A senior executive in a pow-
er company has criticised the
proposal, and argued if there is
no profit being made on coal
production there is no question

- of sharing.

“The entire production s be-
ing used for captive purpose

At the current level of proflts, the levy works out to Y65 on every tonne of coal mlned

and not for profiteering. It will
hitus badly.”

In similar letters written to
mines minister Dinsha Patel
and finance minister Pranab
Mukherjee, who headed a
group of ministers on mining,
coal minister Sriprakash Jaisw-
al said the section 43 in the Bill
that prescribes profit-sharing
would only impact CIL, SCCL
and mining companies run by
state governments.

“Other coal block allottees

would escape any sharing of

profits from the coal miningop-
erations with the people affect-
ed by such coal mining,” Jaisw-

" al said in the letters.

The current legal regime

under the Coal Mines (Nation- .

alisation) Act allows captive

mining for specified use like
power, iron and steel and ce-
ment production.

Another provision of the Bill,

-approved by the Cabinet on

September 30, that the coal
ministry wants to be changed
is the one on the National Min-
ing Regulatory Authority (NM-
RA). Section 43(2)(b) lays down
that the Centre can revise the
profit-sharing rate or specify
some other method based on
the NMRA recommendations.
Similarly, NMRA can also
suggest. changes in royalty
rates. Stating that a separate
regulatory regime for coal sec-
tor is in the works, the coal min-
istry wants coal and lignite
should be excluded from the
purview of this section.
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ICTAKA MAY APPEAL
FORMINING BAN LIFU

Bengaluru; The Karnataka
~government is likely to file an. '
affidavit before the Supreme

urt shortly seeking a par-
lifting of the ban oniron

; nini the revival of

legal mining. “The apex court

Ban on:mining in:Bellary,

Tumkur and Chitradurga, has
‘caused a'loss of 74,000 .
icrores tothe state exches
guer,-and deprived nea
“lakh:people of their livel
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HINDALCO: CONCERNS PRICED IN

While worries on weak metal prices
and demand remain, volume growth,
efficiency gains and a low cost base
could limit the downside

UNVAL JAUHARI

rowth worries in the de-

veloped markets and
falling metal prices led to
P a 38 percent decline in
Hindalco’s stock price this finan-
" gial year. Altiough aluminium and
copper prices remained volatile and
concerns over a slowdown at Hin+
dalce’sinternational subsidiary,
Novelis, are not over, analysts feel
that most of it these are already fac-
tored in. While global uncertainties
could take a toll on the stock, down-
side remains limited. On the posi-
tive side, benefits on volume growth
are likely in FY13 with the com-
missioning of the Mahan project as
well as expansions and efficiency
gains at its Renukoot plant. Given
the gains, most analysts have abuy
rating on the stock with a 12-month
‘consensus target price of T185.

CHALLENGING

ENVIRONMENT

For Hindalco, the current environ-
ment continues to be challenging.
Average aluminium prices at the
London Metal Exchange (LME),
which were at $2,603 a tonne (up 24
per cent y-o-y) had boosted its per-
formance, despite lower alumini-
um volumes in the June 2011 quar-
ter. Average prices during the Sep-
tember'11 quarter have, however,
declined to $ 2,444 a tonne. Given

that current prices are hovering at
around $2,186 per tonne, realisa-
tions in the December quarter too
could beunder pressure.

Average copper prices have de-

clined one per cent to $9,106 a

tonne. However reveriues from the
copper segment depend on the
treatment and refining charges, and
hence decline in LME prices hasa
marginal impact on revenues.
Hindalco’s international sub-

' su:hary Novelis may not see much

impact as a significant part of the
demand comes from the food and
beverage space. However, risks to
the near-term demand for its elec-
tronics and automotive segment
could impact revenues.

ADIFFICULT SEPTEMBER
QUARTER .

During the second quarter, a sev-
en per cent decline in average Alu-

‘minium LME prices may be par-

nally offset by the estimated five
per.cent increase in aluminium vol-
umes to 138 kilo tonnes, believe
Motilal Oswal analysts. Benefits
could accrue to Hindalco as alumi-
na producers globally have started
moving customers away from
LME-linked pricing, citing inde-
pendent dynamics of the sector.
This should help them realise bet-
ter prices, given the demand and a
low cost base.

Hindalco further benefits from

Debu Bhéttacharya, MD, Hinda!ﬁo

having excess alumina éapacities
and the September quarter is like-
1y to see Alumina volumes at 351 ki-

1o tonnes, up five per cent. Copper

volumes for Hindalco are also like-
1y to increase eight per cent Se-
quentially to 79 kilo tonnes during
the September 2011 quarter, asits
smelter was under maintenance
shutdown during the June quarter.
While all the positives may help
revenue growth, margins may come
under pressure due torising coal
and bauxite costs. Analysts at re-
search firm Unicon think the com-
pany’s competitive edge of low-cost
manufacturing has beenoffset due
to increased cost and policy im-
passe on coal and bauxite supply.

NOVELIS GAINS
Analysts remained positive on the

¥

Novelis perform-
ance during the
September quarter.
Tanuj Rastogi, ana-

lyst at the MSFL
group feels the Ebit-

da per tonne should

increase during the
September quarter.

Regarding concerns

on Novelis, he argues

that the situationis

notasbad asitwasin

2008. Although there

are growth issues

andthere couldbe a

slowdown, there

may not be afall. Debt concerns, too,
are not the sarne as they were in 2008,
postits debt restructuring exercise.
Unicon analysts also believe that
Novelis is likely to perform well in
the second quarter onthe back of an
improved product mix, cost reduc-
tioninitiatives and increased con-~
versionmargins. -

VOLUME GAINS

Hindalco is setting up a 359 kllo
ton per annum smelter and 900
MW captive power plant at Mahan

5
Oct 1,10

in Madhya
Pradesh. While
the company has
plans to commis-
sion the plant by
December, ana-
lysts believe that
there could be
some delays. A
delay of couple of
quarters could
push the gains
from the project
to FY13. Coal
sourcing howev-
er remains a
challenge till |
Mahan coal block is cleared by the
government and supplies of alu-
mina from its Utkal Alumina plant
start from the September 2012 .
quarter. Despite these issues,
Satish Kumar and Saurabh Prasad
of Standard Chartered feel that the
Mahan cost of production at
386,308 a ton is comparable to
785,723 a ton at its existing
Renukoot plant. Further, Renukoot
plant may add 10 kiloton every
year through efficiency improve-
ment from here on.

Oct 10, 2011




PRESS INFORMATION BUREAU  Financial Chronicle, Delhi
T A A _
GOVERNMENT OF INDIA Wednesday, 12th October 2011, Page: 8
AR PR Width: 7.58 cms Height: 2.58 cms, Ref: pmin.2011-10-12.48.79

Raise supply to firms, CIL told

The government has asked coal firms, iricluding
Coal India, to step up supply to power stations
facing shortage of the dry fuel to ensure that the
power generation remains uninterrupted.
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Sops for foreign VC

in mining on cards

Parul Chhaparia
New Delhi,Oct 11

mentsinmining-related

’ I N abid to attract invest-

R&D and exploration,
the government proposes to
relax entry and exit norms
for foreign venture capital
fundsinthishigh-risksector
and offer them tax incen-
tives akin to those available
forpharmaceutical firms.

The R&D investment by
drug companies is eligible
for a 200% weighted deduc-
tion whiie caicwiaangmelr
taxable income. The gov-
ernmentplanssimilar sops
for mining R&D and asetof
tax rebates for exploration
of mineralsburied deep.

Accordingtosources, the

ministryof mineshasurged

the finance ministry to pro-
vide fiscal incentives for
mining R&D and explora-
tion. A separate proposal for
relaxing entry and exit
normsfor VCfundsisunder

:flf"‘ ;g@x %m@@

_consideration by both Sebi
.andthefinanceministry the-

sources added. The propos-
alshavebeendiscussedatre-
cent high-level meetings
among officials from the fi-
nanceandminesministries,
investmentbankersandoth-
erfundingagencies.

Accordingto Sebiguide-

lines, a foreign VC cannot
investmorethan25% of the
funds committed for India

investmentsinasingleven-
ture, The mines ministry
wantsthelock-inperiodfor
the VCs toberelaxed too.
These sops, if cleared by
the finance ministry, will be
over and above the liberal
regime for investors pro-
posed in thenewmining Bill
— MMDR Bill — cleared by
the Cabinet recently. Once it
becomeslaw, mining-related
awards, concessions and
leases could be transferred
by the investors. Besides,
therewillbecertaintyonthe
Tenureor theseawards. | ...
Mmes secretary ViJay

?Kumarsaid “Itistooearlyto

discuss'what could be the
specificineentivesfor VCsas
westillhaveacoupleof more
meetings to go. We have

taken up the matter with

various officials including
those from of finarice min-
istry and we are definitely
looking at VCs' role in R&D
andexploration.”

m Continuedon Page 2
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Tax sops for foreign VCs in mining R&D

The government allows 100%

foreign direct investment(¥DI)
for exploration and mining of -
diamonds and precious stones’

through automatic route. As
perthedepartmentof industri-
al policy and promotion, the
mining. sector received FDI

worth $106.15 million till June

2011-12,$6.78 millionmorethan

iri January 2011. .
"However, there is little ven-

‘ture capital investment in any

mining activity. -According to
some of the private eéquity
firms, theprimaryreasonisthe

high risk and uncertainty in
thesector. “It would be very dif-
ficulttoattract venture capital-
istsintheminingsectorassuch
investorscomeonlyforthesun-

risesectors like pharma. To at-

tract VCs into mining will be
difficult as the risk is so high,”

said Sanjay Sethi, seniorexecu-
tive 'director and head(infra-
structure group) of Kotak In-
vestment Banking.

~ The ministry last week held
a meeting with various offi-
cials of finance ministry and
Sebitodiscussthe same.
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New Delhi, Oct 1r, ' ‘;:‘.’ :
~he Coal Minister; Mr Sr1p1 akash J azswal met
visiting the Minister:of Industry and Trade of the

_ Czech Republi¢, M Martin Kocourek, hiere on Tuesday
The issues'discussed include the scopefor technical
cooperation in the development of coal mining in Ind1a,

_particularly underground coal mines, Government

- officials said; The delegation from the.Czech Republic

~was informed about the possﬂnhtzes to establish -
manufactiring facilities in India for underground mining
machinery. The other areas of interests for technical
cooperation are deep coal mining, lighite mining, clean
coal technologies including coal mine methane
extraction, and underground caal gasification. = Quy

Bureau



PRESS INFORMATION BUREAU

T A A

GOVERNMENT OF INDIA
AN O¥hRX

Business Line, Delhi
Wednesday, 12th October 2011, Page: 3
Width: 12.45 cms Height: 9.78 cms, Ref: pmin.2011-10-12.37.20

J 1ndal Alumlmum to 1nvest
Rs 450 cr in new foil plant -

qu Bureau
New Delhi, Oct. 11
Jindal Aluminium Ltd is set-
ting up a new plant in Banga-
lore  to,
aluminjum sheets and foils as

part--of ‘its divers’iﬁcation
strategy ) ’
" Jindal’ proposes to ‘invest

aboutRs 450 crore in the new

foil plant which will create
about 500 new jobs; said the
Vice-President,

company’s
Mr Rajesh Bansal. )

The company plans to fund
it through internal reserves
and has already placed orders
for the equipment. The plant,
with a capacity of 30,000

" manufacture

tonnes a year, is expected to
commence operations next
year, Mr Bansal said.

CAPACITY EXPANSION

The S.R. Jindal promoted
company claims to be the
largest manufacturer of alu-
minium extrusions in India
and accounts for about 37 per

cent of the domestic demand.
It has recently expanded the
installed capacity of its alu-

minium extrusion plant from

75,000 tonnesayearto 81 000
tonnes, The company is tar-
geting a 10 per cent growth in
sales. for the current fiscal.
For 2010-11, Jindal Alumini-
um had reported a sales turn-
over of R§ 800 crore.

Mr Bansal said demand for
aluminium extrusions, which
has been growing at about 10
per cent a year, mainly comes
from sectors such as infras-
tructure, automobile, engi-
neering products and solar
installations.
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Copper declines on fears |
of slipping Chma demand

- Reuters
London, Oct. 11

Copper slipped on Tuesday
on concerns about the debt
crisis in the Euro zone ahead
of the: outcoime of a vote by
Slovakia to approve new pow-
ers-for the Euro zone rescue
fund. .

Benchmark copper on the
London Metal Exchange
(LME) traded at $7,255 in of-
ficial rings, down from Mon-
day’s close of $7,495 a tonne.

Aluminium  traded - at
$2,224 a -tonne. in - official
rings. It was untraded at the

1 -close on Monday, but was bid

at $2,258 a tonne.

Aluminium producer Alcoa
kicks off the third-quarter US
earnings season after markets
close on Tuesday.

‘Worries about the-euro

zone debt crisis, and con-
cerns about demand from
top consumer China have
put pressure on the outlook
for the company. »

Its results are expected to
reflect a weakened economy,
with demand for aluminium
strong in some sectors such

'as aerospace but weak in

others like construction.
Lead was untraded in
official rings, -but bid at
$1,960 a tonne, from Mon-
day’s close of $2,005 a
tonne, while zinc. traded at
$1,903 from $1,950 a tonne

on Monday.

Tin was at $22,250. a
tonne from . a close of
$23,050. on - Monday and
nickel traded  at $18,945 a
tonne from $19,375.0n Mon—
day.
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‘Government should

monitor ore cargo’

Special Correspondent

PANAJI: Stung by the contin-
ued ‘finger-pointing’ by the
State government and media
reports holding the port re-

.sponsible for illegal exports

of iron ore from Goa, the
Mormugao Port Trust (MPT).
on Monday put the onus on
the State government.

A statement issued by the

MPT, India’s largest iron ore

exporting port in Vasco, said
the different departments of
the State and Central govern-
ments should have put. in
place a foolproof system to
curb. illegal mining and ex-
ports.

The statement said the
port did not have any author-
ity to verify the legality of the
iron ore exports, and it was
the job of several depart-
ments of the State govern-
ment and the Customs
Department.

The statement said ports
did not have any mandate to

examine the source of car-
goes and to decide whether or
not to allow exports. The
port’s core area of operation,
it said, was service, and it was
an industry under the service
sector and not an “enforce-
ment body” like government
departments empowered to
enforce laws.

The MPT also deplored at-
tempts in certain quarters to
tarnish its image by blaming
it for failure to halt illegal
iron ore exports.

Countering charges over
illegal mining and exports at
the recently concluded ses-
sion of the Assembly, Chief
Minister - Digambar Kamat
said it was the MPT’s respon-
sibility to ensure that all iron
ore cargoes exported through
it were legal. He faulted the
MPT for dragging its feet
over the implementation of
the directives issued by the
Department of Mines to in-
sist on a No Objection Certif-
icate (issued on clearance of

royalty) before allowing ship-
ments. ‘

The MPT has been dragged
into the controversy, as !
around two million tonnes of

iron ore forming part of last

year’s exports from the MPT
were sent by traders who hiad
failed to divulge the source of
the ore.

The MPT explained how
the mined ore moved from
different State Departments
and the Pollution Control
Board and how at every stage
any department could verify
the legality of ore till it reac-
hed the port. It said business
entities with export licences
were allowed to export cargo
from the MPT as in any major
port of the country. “A port
frust is an autonomous COT-
porate body which cannot act
as an enforcer or regulator on
its own in respect of export or
import without statutory
sanctions or directives from
the government to act as an
agent to do so.”
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