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» PowerGrid plans to scoop '
Coal India IPO excess cash

The government will ensure that
the follow-on offer from Power
Grid Corporation of India and
Hindustan Copper will be made at
a time when there is enough
liguidity in the market,
disinvesment secretary Sumit Bose
said on Monday. He was speaking
on the sidelines of a press

. conference for Coal India’s initial
public offer that opened Monday
“We are timing the Power Grid
offer in such a way that by the
time it hits the market all the
money locked in oversubscription
for Coal India’s issue would come
back in the hands of the investors,

. be it retail or institutions,” Bose
said; Hindustan Copper Lid’s FPO
will be launched, after Power
Grid’s offer is completed in
November, most likely in
December, Bose said.
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ETAL USING BUYER'S CREDIT

Copper import cheaper

than local

(L~ )/

Buyer s credit meansthe |
importer arranges.credlt

from overseas bankers to
pay the overseas seller

Ram Sahgal
T MUMBAI

¥ XCEPTIONALLY-LOW interest rates
overseas has made it cheaper for Indian
A companies to import copper using buy-
er’s credit rather than procure from local sup-
pliers like Hindalco and Sterlite using normal
working capital lines. At current Libor rates of
less than half a percent, overseas rate of 8% to
8.25% works out cheaper than what domestic
banks charge from corporate clients for work-
ing capital.

Importing copper using buyers credit

overseas bank in case the buyer defaults on
payment upon maturity. Effective-
FOREIGN

ly, using buyers credit can enable
ADVANTAGE

domesticfunding for purchases of
copper from suppliers such as
Hindalco and Sterlite, said Arun
Chokhani, assistant vice presi-

one to get funding at 245 bps.
In case the buyer does not have
exports as a natural hedge against

dent of Birla group company Uni- Smallerfirmsare  currency volatility, he can hedge
versal Cables. increasinely optin " himself by paying a premium for
Buyer's credit means the buyer . gly opting exchange risk cover, which cur-
arranges credit, from overseas [OFIMportsunder oy icar 4 high of around 5%
bankers to pay the overseas seller. buyer's credit. (normally rates are around 2% to -
The buyer approaches his local Earfier, companies  2.5%). At this cost, the total works
‘bank which takes quotes from ccassed overseas Ot to around 7.5%. Add to that
overseas banks or branches on the b ines bank charge of 0.5% t0 0.75%, for
cost of funds for the intended buy- orrowmgs ‘?r- providing the guarantee, the cost
er. For six months, the rate is cur-. funding working of funding goes up to 8% to
rently anywhere between 150and ~ capital needs 8.25%, which, Mr €hokhani said,

“is still cheaper coqmdenng it is
near about the base rate of most banks, and ac-
tuallending will be at some premiurn over the

centage point) over the benchmark Libor rate,
which stands at 0.45% t0 0.46%.

The Indian bank gives a letter of comfortto base rate even for preferred customers”. If the:

the overseas branch undertaking to pay the .

purchase

forward premiums for exchange risk cover re-
turns tonormal, the gains will increase. Also, if
a buyer has exports, these act as a natural
hedge against currency fluctuations and save
him the cost of hedging.

An official from a large PSU bank said that,
thanks td the differential in rates, small- and
mid-sized companies across industry sectors
were opting for imports under buyer’s credit.
Earlier, companies with large treasury opera-
tions accessed overseas borrowings for funding
working capital needs. “Considering rates have
come down from 200-250bps earlier to around
150-200bps, thismay be the only costborne by
a borrower who expects foreign currency re-
ceivables through exports,” he added.

Howevet, hedging against currency volatil- -
ity while using buyers credit i critically impor-
tantasin case the rupee depredates from 44 to,
say, 46 to the dollar when repayment falls due,
itcould not only wipe out the gains but end up
making it more expensive.
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Mine
VijuB | TNN

Mumbai: Mine aali tar amha-
la paani milnaar nahi (I amine
is dug here, we will lose our
drinking water source), says
Savitri Naik. Mining represen-
tative replies, Paani nahi ter tu
Bisleri pya (If youdon’t get wa-
ter, then drink Bisleri water).
This was a conversation be-
tween a mining official and a
village woman heard in Maha}-
rashtra’s Kalane village during
apublic hearing two years ago.

It has become part of the min- S
1 ECO-DISASTER IN THE MAKING

ingfolklore in Sawantwadi. Ac-
cording to Union ministry of
environment and forest (MoEF)
rules, a public hearing must be
conducted in the vicinity of
mining projects where the En-
vironmental Tmpact Study (EIA)
would be debated in detail. Ob-
jections raised by the people
would be sent to an Expert Ac-
tioh Committee (EAC) for final
approval of the mininglease.

Villagers say every public :
hearing, so far five have taken :
- place, conducted in the presence

of the district collector turned

out to be a farce. Goons of var- .

ious political parties and min-
ing firms outnumbered vil-
lagers. The goons silenced vil-
lagers when they raised issues
at the public hearings. ‘
“Political leaders have huge
stakes in these uining projects.

arons Use Tou
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ghs To Silence Protests

Their goons try to muffle the
voices of villagers,” said D Stal-
in, project director of Vanashak-
ti, an NGO which has taken up
the mining issue in this area.
According to activists,

"around 35% of the land ac-

quired for mining are owned
by political leaders. “Public
hearings are a sham,” said
Vaishali Patil, an activist
who participated in these pub-
lic hearings.

The Kalane mine became op-
erational last year. Already its
thick forest cover has given way
to.a red, muddy mountain.
Dumpers trail down'the slope

' carting away the rich mud.

Run by a former Congress

i state minister’s son, the public
* hearing for this mine was

marred by strident protests as
the mining firm produced a
false EIA report. “The village
women went on a hunger strike

“for 6 months. Yet, the clearances

were given in violation of the
forest rules,” Stalin said.
According to mining. ex-
perts, 49 such mining leases
are at stake. They are estimat-
ed to have around Rs 25,000
crore worth of iron ore in the
eco-sensitive Sindhudurg dis-
trict. “It is a known fact that

. political leaders have huge

stakes in a majority of mines

here. A senior Congress min-
ister from this area has open-

ly said that mining needs to be

encouraged as that will usher

development,” said a Sawant-

wadi-based activist.
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ovt to reject Vedanta refinery expansion

AMITABH SINHA Oy 5 /cr:ause the requisite environmental clear-

NEW DELHI, OCTOBER 19

THE Environment Ministry which

blocked Vedanta’s mining project in the
Niyamgiri hills of Orissa has now ruled
© that the company’s plan to expand its ad-
joining alumina refinery in Lanjhigarh is
also inviolation of existing laws.
Sources said the Ministry is all set to
tell the company that its ongoing six-fold
expansion of the refinery — from an an-

nual capacity of 1 million tonnes to 6 mil-

lion tonnes — cannot be allowed be-

ances had not been obtained.

Even the existing operating facilityof 1 -
million tonnes was in violation of forest
laws and “corrective action” would be
needed, officials in the Environment
Ministry claimed.

Incidentally, this refinery and the baux-
ite mining project at Niyamgiri hills were
originally part of the same integrated pro-
ject. The bauxite mined from Niyamgiri
was to be processed at the refinety.

While the mining project was embroiled

'CONTINUED ON PAGE 4
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G-th"to reject
Vedanta refinery

A’Lt"

expansion

in environmental clearances — ultimately be-
ing blocked in August last year — a stand-alone
clearance was given to the refinery for an an-
nual capacity of 1 million tonnes and with baux-
ite imported from other mines.

The refinery has been operating at full capac-
ity since 2007 with support of a 75 MW captive
power plant. The bauxite was being shipped
from Chhattisgarh, Gujarat and Tamil Nadu,
among other states. . .

The same year, the company applied for en-
vironmental clearance for the six-fold expan-
sion of both the refinery as well as the captive
power plant.

But even as the application was being
processed, the company started construction
work on the expansion plan for which it came
under heavy fire from an expert committee
headed by retired bureaucrat N C Saxena whose
recommendation had also blocked the Niyam-
girimining project. .~

The latest decision comes after a considera-
tion of Vedanta’s reply to a show-cause notice
issued to it by the Environment Ministry in
August this year asking why its refinery expan-
sion should not be disallowed.

Vedanta had given a detailed reply and its
officials had also made a personal appearance
at the Environment Ministry to explain their
side. '
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Dumper
runs over 5
kids in Alwar
-NARAYAN BARETH

GLG 0

Oct. 19: A dumper engaged
in illegal mining in the
Aravalli hills under Alwar
district ran over five school
going children at Tijara on
Tuesday, resulting: in the
death of one. The agitated
mob vandalised the dumper
and set it on fire. This was
the second such incident in
the last five days when ille-
gal mining claimed lives of
people. Only last week,
illegal mining claimed lives
of four labourers in the
Aravalli.

- According to  police
sources, the mob blocked
the road and senior police
officer have rushed to the
spot. The incident occurred
when the dumper ran over a
motor cycle, . injuring five
children, near Padasoli area-
of, Tijara police station.
According to the  police
sources, a 7-year-old boy
named - Moin died on the
spot while four of the
injured were taken to a hos-
pital. The villagers gathered
at the site of the incident
and protested against illegal
mining.
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Sesa Goa’s annual
guidance down to
10%for FY11 %,

Hit by the iron ore export
ban in Karnataka, India’s
largest iron ore miner; Sesa
Goa has cut its annual

growth expectation to 10 per . 8

cent from 20-25 per.cent.
Business Standard spoke to
PK MUKHERIEE, managing
director, on how the
company expects to achieve
the targeted growth rate.
Edited excerpts:

Despite the iron ore export
ban in Karnataka, you
managed to sell two million
tonnes in the second
quarter. Will it be possible
to achieve 20-25 per cent .
volume growth in the
current financial year?
Assuming that the export ban
in Karnataka is lifted, coupled
with easing of the logistical
constraints in'Goa, we are look-
ing at ending the year witha

- 10 per cent growth. For FY11,

we expect 22-23 million tonnes
of iron ore sales, against the
20-21 million tonnes, last year.

Isn’t the 10 per cent volume
growth falling short of your
earlier guidance?

Well, we have done significantly
better if you. see the quarter-
on-quarter performance. We
have managed to achieve a 25
per cent volume growth, in
spite of the export ban in Kar-
nataka. The market is looking
stronger now and we are ex-
pecting that Goa will add more
volumes to the bottom line. The
total volume growth of 20-25
per cent for the year will not

be achieved due to external en- .

vironments like the expert ban
and the monsoons in Goa.

How did you manage to
increase the volumes from
Goa despite a heavy
monsoon?

W increased exports of iron ore
lumps in the monsoon season.
Exports of fines get restricted
during the monsoons. From Goa,
we sold one million tonnes in
the quarter, against 500,000
tonnes in the previous quarter.

Is this volume growth from
Goa sustainable?

No, it-is not sustainable for the
next two quarters. There is not
much possibility of increasing
exports of fines. Moreover, there
are High Court restrictions on
transportation. There are lo-

gistical issues in Goa and we

expect to end the year with a
10 per cent volume growth.

How soon do you expect to
get the Orissa operations

back on track?

There have always been lo-
gistical issues in Orissa and af-
ter the illegal mining issues,
there are a lot of bottlenecks.
We are not looking at volumes
from Orissa as the renewals of
our long-term contracts with
mine owners has not happened
as yet. Therefore, we are go-
ing on a month on month ba-
sis with them.

What is the issue with the |
mine owners in Orissa?

Mine owners have been ask-
ing for large sums of money,
which we are not ready to pay.
The 10-year long-term con-
tracts ended in March 2009 and
we still haven't been able to
sign the new contracts.

Your domestic sales have
gone up. What is the
strategy?

Our domestic sales have been
in the range on 6-7 per cent an-
nually. However, in the second
quarter it was 10 per cent.
We are trying to increase our
domestic sales, although do-
mestic customers,are not ready.
to pay the export parity price.
However, if the export ban con-
tinues, we willl have to sell
more domestically. Therefore,
we are looking to ramp up our
domestic sales to 12-13 per cent
in the current year.

Your target of 50 million
tonnes by FY14 looks
difficult now. . ,

We expect to end FY11 with
a 10 per cent growth, at 22-
23 million tonnes, depending
on-various contigencies. We
would like to reach a volume
growth of 25 per cent in FY12
but at the moment, that too de-
pends on various external fac-
tors. However, with back of
hand calculations, I can tell you
that at a 25 per cent volume
growth, we might be able to
touch 30 million tonnes in
FY12.In FY13, we expect to
reach 40 million tonnes, of
which 30 million tonnes is ex-
pected from Goa and 10 mil-
lion tonnes from Karnataka.
We are not counting on Oris-
sa at the moment, as it depends
on the renewal of contracts
with local mihe owners.
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Russian tycoon offers coal mines
to NMDC for $400 million

PRESS TRUST OF INDIA
Moscow/New Dethi, 19 October

I

by Intergeo, owned by tycoon Mikhail
Prokhorov, 2 media report said today.

Intergeo, a mining subsidiary of bil-
lionaire Prokhorov’s Onexim Group pri-
vate equity fund is in teflks with India’s
NMDC to sell the Yakutia-based Kolmar
coal company, leading business daily Komn-
mersant reported today.

vy

ndia’s largest iron ore miner, NMDC
has been offered coal mines in Rus-

sia’s Siberian region for $400 million

“NMDC, Asia’s third iron ore produc-

" er, is currently conducting due diligence

of Kolmar, and will formulate its offer by

December 1,” Intergeo CEQ Maxim Fin-
sky was quoted as saying by the daily.

The Kolmar will hold a public offer to

attract investors if NMDC refuses to

! acquire it, it added. Intergeo expects to

raise the amount of $400 million through
the Kolmar sale, $100 million more than
the company paid for the asset, Komm-
ersant writes. R

NMDC had earlier said it was in talks
to buy coking coal mines from Kolmar in

i

Russia to feed its proposed steel plants
in Chhattisgarh and Karnataka. How- -
ever, when contacted, a top NMDC of-
ficial said, “We have nothing to offer at
this moment.”

NMDC CMD Rana Som had earlier
confirmed that talks were on, but said
Kolmar’s coal mines were only one of the
many coal assets NMDC was looking
at and nothing had been finalised. The
PSU has been trying to acquire mining

.assets overseas for some years, to secure

raw material supplies for its steel-mak-
ing business.
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Sesa Goa to

reply Sebiv
query soon'

VEDANTA GROUP firm
Sesa Goa on Tuesday said
that it will respond by this
week to the latest Sebi
query on making open
offer to acquire up to 20
per cent stake in Cairn,
even as it awaits clearances
from the market regulator
to launch its buy back pro-
gramme. “We will reply to
Sebi’s latest query this
week. We are still awaiting
Sebi’s approval to launch
the open offer,” Sesa Goa

" managing director, Mr P.K.
Mukherjee, said. London-
listed Vedanta Resources is
acquiring 40-51 per cent
stake of UK’s Cairn
Energy Plc in the firm that
owns the nation’s largest
onland oilfield for up to
$9.6 billion. As part of the
acquisition, Sesa Goa had
filed papers on August 17
for making an open offer
for an additional 20 per
cent shares of Cairn India.
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Sesa Goa: Expansion woes
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Higher volumes from Goa and Orissa mines help tide over

export curbs in Karnataka -

esa Goa reported a vol-
ume-backed perform-
ance in the seasonal-

ly weak September quarter
that also saw the impact of

Karnataka’s move to baniron

ore exports.
Though overall iron ore
production slumped to 3.2

‘million tonnes (mt) compared

© to 3.3mt in the June quarter,

the company managed iron
ore sales volumes of 2mt,
ramping up sales from its
mines in Goa, Orissa and in-
creased spot market sales in
Karnataka.

Iron ore sales volumes
were 25 per cent higher year-

on-year (y-0-y). Pig iron sales,
_too, increased in tandem.

Average iron ore reali-
sation rose 43 per cent y-o0-y
103,528 a tonne due to a 56
per cent increase in the spot
price, though a large share
of lower grade ore in the sales
mix was-a drag, according to
Motilal Oswal.

The company cldcked top
Iine of 3918 crore in the Sep-

“tember quarter, translating in-

to growth of 70 per cent y-o-
y. Seasonal factors pushed up
the transportation cost t0 31,326
atonne compared to 3635 a
tonne in the June quarter.

- However, net profit grew
129 per cent y-0-y t0 %389 crore,

. aided by lower tax outgo and

forex gains of T36.4 crore. .
As Karnataka export

curbs still continue, the com-
pany plans to compensate
this with higher volumes from
its Goa mines. The Dempo
iron ore assets (acquired in
June 2009), having con-
tributed 1.5mt in the first half,
are expected to partially com-
pensate for the loss from Kar-
nataka, say analysts.

Sesa Goa plans to in-
crease volumes to 50mt per
annum and is taking steps to
increase mining and logistic
capacities. However, the de-
lay in getting statutory clear-
ances to expand offtake pos-
s serious challenges. An-..
other Key concern is diver-
sification into an unrelated
business through purchase
of 20 per cent stake in Cairn
India. The stock ended 3.6
per cent lower at ¥358.8 on
Tuesday over its previous
close and trades at an
EV/EBITDA of 4.5x and for
FY11 and of 3.2x for FY12
according to analysts.

SUNAINA VASUDEV AND UJVAL JAUHARI
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NEW DELHI: The environment
ministry will decide this week
whether Vedanta Resources will
be allowed to run its aluminum
refinery in Lanjigarh, Orissa, or
not, by end of this week.

Environment  Minister
Jairam Ramesh in August had
cancelled environment clear-
ance of Orissa Mining Corpo-
ration, which was supposed to
provide bauxite for the Vedanta
refinery. “The final decision will
be taken in couple of days,” he
told HT.

The ministry had issued a
show cause notice for cancelling
environment clearance to the
firm’s aluminum refinery in
Kalahandi district, Orissa on
August 31 following a report by
N.C. Saxend committee. The
panel had found the company
guilty of environment violations

W&/ g

& Jairam Ramesh

on several counts including
starting expansion work with-
out taking ministry’s prior
approval.

The firm filed a reply to the
notice and the Saxena commit-
tee report in first week of
September claiming it had not

committed any violations. On*

expansion, it had said that min-
istry’s permission was not
required under the Environ-
ment Impact Assessment (EIA)

- guidelines of 2006.

After examining the firm’s

Hindustan Times, Delhi
Wednesday, 20th October 2010, Page: 11
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reply last week, the ministry has
found evidence of alleged envi-
ronment violations and refused
to give Vedanta a clean chit.

- The ministry, in its view to
Ramesh, has reportedly said
that six-fold expansion was,
indeed, a violation, as it would
mean additional “environmen-
tal burden”. Moreover, the firm
had not done any environment
impact assessment for the
expansion of its refinery.

The ministry has also point-
ed out specific environment
clearance conditions that the
company had failed to meet.
Sources, however, refused to be
specific saying that the entire
report will be made public once
Ramesh takes a final call on
company'’s future in Lanjigarh.

The ministrysources did not
rule out the possibility of with-
drawing environment clearance
for the plant issued following a
Supreme Court order.

%
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_ Ashare offerlng will do ||ttle to shore up thls
vutal energy sector that needs radical reforms.
burning coal. Howevey, it is the ener- | take
gy sector that receives the least

| amount of attention and interest. Black and smoky

though it may be, it produces half the energy the country

jib... consumes and is likely to fuel the economy for decades to
come. But coal has been stuck in a policy rut for nearly half-a-
century. There is none of the dynamism of natural gas or exc-
itement of nuclear and other renewable energy sources. The
Coal India share offering will help kickstart some badly-needed
change in this vital sector. The state-owned firm, which has a
virtual monopoly on coal production, will at last have to ans-
wer to owners who will be more demanding than the sleepy
Ministry of Coal. The firm will also have the resources that, if
used wisely, will allow it to compensate for decades of under-
investment in technology and capacity.

However, the share offering only provides a glimmer of
light in an otherwise dark economic sector. As the Kirit Parikh
committee report on energy has noted, when it comes out of -
the ground Indian coal is among the cheapest in the world. By

_the time the coal reaches its customers, and has been worked
over by shambolic infrastructure and poor management, it is
among the costliest. New Delhi frets it will run out of coal in 40
years while boasting it has the world’s third largest reserves.
The truth is it doesn’t know: the coal ministry depends on an
obsolete 1956 geological procedure to make its calculations.
Coal India is criminally wasteful. It ignores coal buried below
200 metres and focuses on the low-hanging fruit of surface-mi-
ning. Unsurprisingly then, India’s coal imports have been rising
dramatically. In the past two years they have doubled to 60
‘million tonnes. Indian private firms like the Tatas are buying
coalfields in Indonesia and Africa. Coal-fired power plants
complam of endemic shortages of fuel.

The long-term solution lies not in infusing new hfe into
Coal India but infusing competition into the coal sector. The
government has sought to encourage private activity through
roundabout methods like captive mining. The Coal Mines (Nat-
ionalisation) Amendment Bill that would allow private compe-
tition made a brief parliamentary appearance in 2000 and has
not been seen since. The sector remains without an overall
regulator. India’s most important energy sector is, in effect,
untouched by the changes brought about the 1991 liberalisation
of the economy. Share offerings are all for the good, but fishing
coal out of its socialist black hole is a more pressing need.

* ndia is a nation that survives by
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NALCO org

anises 17"

KO0 O s )

DANBSKIR

National Aluminium
Company Ltd.
(NALCO), the
Navratna PSU | of
Govt. of India, organ-
ised 17th Plant Level
Advisory Committee
(PLAC) meeting, at
Bhubaneswar. Saurav
Garg, Commissioner-
cum-Secretary, In-
dustries Department,
N.K. Khatoi, Direc-
tor of Industries,
Govt. of Odisha,
AK. Srivastava,

CMD, NALCO and
Ansuman Das, Di-
rector (Commercial),
of the company were
notably present on
the occasion.

In his welcome ad-
dress, Ansuman Das,
Director (Commer-
cial),  highlighted
NALCO's concern as

“a mother industry to-

wards promoting the
interest of local
Small Scale Indus-
tries (SSI).
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Sesa Goa’s outlook dims on lower
volume growth in flsca 2011

ron ore mining con§\1 \

Sesa Goa Ltd's September
quarter results were below
expectations. The company
lowered its guidance for
volume growth in fiscal 2011,
to 10% from the 20-25% ex-
pected earlier. The downward
revision was driven by a ban
on exports imposed by the
Karnataka government in July
and also procedural restric-
tions in receiving statutory
clearances for expansion of
iron ore mining operations.

Sesa Goa's iron ore sales
volumes in the September -
quarter increased by 25%
year-on-year (y-o-y) to 2 mil-
lion tonnes. This growth was
mainly driven by sales from its
Goa mines, which
increased by 67%. However,
sales from Karnataka and’
Orissa remained flat.

According to the company,
the loss in volume due to the
ban in Karnataka is at least
one million tonne. Sesa Goa,
part of the Vedanta Group,
expects the ban to be lifted by
the end of this month if the
Karnataka high court delivers
a favourable judgement. If
that does not happen, it will
lose out on volume growth.

Price realizations were
about $75 (X3338) per tonne
compared with about $50 per

'LOSING PACE

Sesa Goa underperformed the metal
index because of a ban on exports
and procedural challenges.

125

119.52
Sesa Goa

190t
Source: BSE

5
(1
Base value taken as 100

tonne last year, but are down
from about $90 per tonne

in the June quarter. Higher
contribution of lower grade
ore in the sales mix has

hit price realizations to some
extent. Sesa Goa’s consolidat-
ed operating income rose by
70%, but was 62% lower on a
sequential basis. This is due
to a combination of the
monsoon affecting output
and shipments by sea; lower
price realizations; and the
ore export ban.

Operating profit has dou-
bled y-o-y, but has declined
sequentially. Costs have risen,
due to higher export duty,
royalty rates, railway freight
and the price paid for mined

ore from third-party mines.
Net profit rose by 131%,
helped by lower tax rates.
According to analysts, that’s
because Sesa Goa derived
major portion of its total sales

from Goa and Karnataka,
" which enjoy tax exemption

benefits given to export
oriented units.

One disappointment for
investors is the company’s de-
cision to use its cash reserves
to make a public offer to Cairn
India Ltd’s shareholders, as
part of Vedanta’s bid for the
oil company. That also limits
its ability to acquire mining
assets, either in the domestic
or overseas markets, to make
up for uncertain times in the
domestic mining market.

On the brighter side, since
1 October, Chinese iron ore
(58% iron content) spot
prices are up by 6%.

Since its ability to grow
volumes is limited, Sesa’s
performance wilt be more
dependent on iron ore price
realizations. Sesa Goa's stock
has under performed the BSE
Metal index since 1 July. One
trigger for the stock will be

. the possible scrapping of the

ban on exports. But litigation
is often unpredictable, so
the wait may be longer.
PALLAVI PENGONDA
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Gold dips in NY as $ gains -
on China rate increase @‘}9

LONDON: Gold declined in New York as the
dollar strengthened after China
unexpectedly raised lending rates, curbing
demand for bullion as an alternative

- investment. The US Dollar Index, a six-
currency gauge of the greenback’s
strength, extended gains after China’s
central bank raised lending and deposit
rates for the first time since 2007. Gold
usually moves inversely to the US
currency, and some investors buy the
metal as an alternative to low rates. Gold
futures for December delivery lost as much
as $19.40, or 1.4%, to $1,352.70 an ounce
and traded at $1,355.20 at 8:12 am on the
Comex in New York. The metal reached a
record $1,388.10 on October 14,
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Copper prices drop g
from 27-month high \”/,5

SINGAPORE: Copper declined from a 27-
month high as the dollar rebounded,
damping demand for commodities as
alternative investments and as increasing
. prices discouraged purchases by Chinese

consumers. The metal for three-month

 delivery was little changed at $8,430.25 a
metric tonne at 3:01 pm in Singapore,
after rising as much as 0.6% to $8,492 a

-torine earlier, the highest level since July
2008. Copper for January delivery in -
Shanghai gained as much as 2% to 64,270
yuan ($9,669) a tonne, also the highest
since July 2008, before paring the
advance. Copper, used in construction

- and household appliances, has advanced

9.4% in the past month as the dollar
slumped 4.9% against a basket of six
major currencies on expectations that US
policy makers will cut borrowing costs to
zero by January.
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Green evangelism

‘We need forests and factories tooS?/(&

e

smelting project, it is the turn of the pro-
posed $ 12 billion Posco integrated steel
plant, which was to have included a captive port,
in Odisha to fall foul of the Union Ministry of
Environment and Forests. In January, the.
Ministry had asked the Odisha Government not
to hand over any forest land for the Posco pro-
ject. Thereafter, in August all work was suspended
on the Ministry’s instructions. Meanwhile, a four-
- member team of experts was set up to look into
allegations of non-compliance with the Forest
Rights Act, the Environment Protection Act and
the Coastal Rc:fu]ation Zone Act. The team has
, . now submitted its report — three of the mem-
bers have recommended that all sanctions and clearances given to Posco in 2007
should be cancelled, which in effect would mean scrapping the project altogether;
the fourth member, a former Secretary of the Ministry, has suggested that Posco
be asked to submit a fresh environment impact assessment report without with-
drawing the approvals already given. Given the Ministry’s record ever since Mr
Jairam Ramesh took charge as Minister, it is more than likely that the majori-
ty view of the experts’ team will prevail. In any event, uncertainty now looms
large over the setting up of the Posco plant, which was supposed to produce 12
mi]glion tonnes of steel every year. Nearly five years after Odisha — and India
— celebrated the single largest foreign investment in the country; holding out .
promise of jobs and development in the poverty-stricken State, the South Korean
steel giant could well decide to cut its losses and leave; it has already suffered
huge expenses in trying to get the project off the ground with little success by
way of land acquisition.

While it is nobody’s case that big industrial and development projects should
be allowed access to natural resources and land without ensuring the protec-
tion of the environment and preventing the plunder of forests, it is equally nec-
essary to guard against green evangelism that militates against industrialisation
and infrastructure creation. An elaborate exercise was undertaken to assess the
impact of the Posco project on the environment and subsequently clearances
were given under the Environment Protection Act and the Coastal Regulation
Zone Act in 2007; the approval for use of forest land came in 2009. Of the 1,620.49

-hectares land needed for the project, 1,253.22 hectares are designated forest land.
The project would have adversely impacted eight villages; Posco had agreed to
compensate the villagers. The experts’ team, in its wisdom, has now come to
the conclusion that the approvals were given in a ‘farcical’ manner and hence
should be cancelled. If indeed due diligence was not applied, then those guilty
should be punished. But it increasingly appears that the Ministry is using con-
cern for the environment as subterfuge to pursue an anti-development agenda
that flies in the face of the UPAS pro-development policies. And its actions are
perceived to be tainted by partisan politics. Forests are important, so are facto-
ries. A pragmatic course would be far more preferable than the fundamental-
ism of experts who take an absolutist position. If’s time the Prime Minister stepped
in and rescued development from the clutches of jholawallahs.

3 fter the Vedanta alumina mining and
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Environ panel
calls Posco
clearancea
mockery
Final call on Monday, Posco

may have to re-apply 264¢

Sreejiraj Eluvangal New DELHI

After Vedanta, it is the turn of the South
-Korean steel giant Posco to fall foul of
Jairam Ramesh’s policy of relooking at
the major clearances given by his prede-
cessors at the environment ministry.

In a stinging indictment of bureau-
cratic collusion, three of the four experts

. appointed by the ministry have recom-
mended scrapping both the forestand the
environment clearances given to the com-
pany’s Orlssa project, termméf them a
mockery of law.

The various clearances Were glven from
2005 — when the project was moc ted — to
as late as December last year.

Jairam Ramesh said the mmlstry W1]1
take a final call on the 51,000 crore proj-
ect — the largest foreign prOJect on Indi-
an soil — on Monday.

The three experts — anthropologlst
Urmila Pingle, former director general
of forest Devendra Pandey and Madras
High Court advocate V Suresh — found
evidences of collusion and apathy with
nearly every assessment of the project by
state and central governments officials
over the last five years.
~ Meena Gupta, a former secretary with
the ministry of environment and forests,
provided the lone dissenting opinion; pre-
ferring to add additional restrictions on
Posco instead of scrapping the clearances.

The committee was appointed as part
of an effort to ‘clean up’ the murky deals
for which the environment ministry had

- become famous, before Jairam Ramesh’s
tenure started in April last year. -

The clean-up has already cost one big
mining company — London-based Vedan-
taResources — its mining and smeltering
unit in Orissa after it was found to have
overstepped its authorisations.

As in the case of Vedanta, the commit-
tee found that both the state and the cen-
tral government officers had convenient-

" 1y looked the other way as the project was
being prepared in violation of existing en-
vironmental norms.
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Metal sheets beaten into a capsule to save 64 miners trapped 380ft underground for 4 days ‘

Chile-like rescue in B

ABHIJE] HATTERJEE

Mahabir Colliery (Rani-
gunj), Oct. 18: A coal pit acci-
dent leaves 64 miners trapped
hundreds of feet underground
and inches from a watery
grave, arid a poor nation
swings into action.

Six holes are drilted and
walkie-talkie sets lowered
along with food and water. A
rescue capsule is forged out of
steel and iron while anxious
families gather round the site.
The story has a happy ending.

The human drama hap-
pened not in Chile this week
but 21 years ago in Bengal's
Ranigunj. With - no Nasa
around to help build a space-
age rescue vehicle, metal
sheets were beaten into ashell-
like capsule and the miners
were hauled to safety one by
one with a makeshift pulley,
much like water is drawn from
awell.

The rescue, which took
place away from the world’s
glare unlike Chile 2010, bore
the stamp of a nation still
miles away from eight per cent
growth rates or any talk of
being an emerging power.

It helped that the miners
were trapped 380 feet below
the clay-and-sandstone soil
rather than under 2,050 feet of
volcanie rock as in Chile, and
that the crisis lasted four days,
not 69.

Yet,
water had rushed into the Ma-
habir Colliery of Eastern
Coalfield Limited (ECL) in No-
vember 1989, many had feared
arepeat of India’s worst-ever
mine disaster. That had hap-
pened in 1975, when some 370
miners drowned in a pit in
Chasnala near Dhanbad.

In the Ranigunj colliery,
six miners drowned instantly,
64 jumped into cavities and
crevices * just beyond the
water's reach, and one virtual-
1y rescued himself by wading
chest-deep water in the dark
for 36 Hours.

That man, Deokali Pandey,
now 75, shuddered yesterday
morning as son Bamdeo read
out aloud from a Hindi news-
paper, describing the Chile
rescue. Memories were flood-
ing into his mind. .

“T'1l never forget how close
I came to death that night,” he

said sitting in his stationery -

immediately after-

store near the now-abandoned
Mahabir Colliery.

On November 13, 1989,
Pandey had been one of the
220 miners on the night shift
who had gone down the shaft
around 10pm. Perhaps be-
cause of his experience, he
had sniffed danger earlier
than the others.

“It was around 4am. We
were moving forward along
the tunnel and breaking the
coal walls by triggering blasts
when I suddenly felt a cold
draught hit my face,” Pandey
said.

“I immediately realised
that one of the blasts had
cracked a wall adjacent to the
underground water table. 1
turned around and shouted
‘Bhago, bhago, pania raha hai
(run for your lives, water wilt
gush in any moment)’.”

Pandey turned round and
ran towards the lift, hearly
1,800 feet away. “A torrent of
water hit me and as I fell, I saw
six of my colleagues being
swept past me. I was carried
forward on the crest. and
would:probably have dashed
my head against the mine wall
had my left foot not got caught
in the trolley tracks,” he re-
called.

“The lights provided by an
electric cable went off. Water
was gushing over me. I some-
how managed to grip an over-
head electric cable and hung
onfor dearlife.” .

The water had climbed up
to Pandey’s waist and he shiv-
ered. “I shook my foot free
from the shoe that was caught
in the tracks and firmly
gripped the cable. [ knew how
to swim but it was so cold in-
side the tunnel that my body
was becoming numb,” he said.

“Iinched forward holding
the cable. It took me nearly 36
hours to reach thelift, which
was almost submerged. I
somehow clambered onto the
lift's roof, pressed the switch
for the emergency bell and
passed.out.”

Thankfully, the lift was still
working and the man operat-
ing it over-ground raised it to
safety, with an unconscious
Pandey perched on its roof. He
was rushed to the ECL hospi-
tal-at nearby Bansra with a
forehead injury and cuts and
‘wounds all over him.

‘Of. the 220 miners, 149 who

14-%

o

were working near the lift had
been hauled up right away as
water began flooding the tun-
nel. Of the 71 working further

ahead, six were dead and-

Pandey had been rescued. The
remaining 64 were trapped at
six Jocations underground.

Outside the mine, at least
1,000 people had gathered,
among them the miners’ fami-
ly members.

Nabakumar Mishra, the
then ECL surveyor who took
part in the four-day rescue op-
eration, said six 380ft-deep
holes, each two feet wide, were
bored.

“We drilled the holes using
the mine map. We sent walkie-
talkie sets down at the end of a
rope and spoke to the miners.
We assured them of rescue.
We also sent down food and

1989: The rescue capsule, with a miner inside, is pulled up at Mahabir Colliery, Ranigunj

watey,” Mishra said.

Noor Mohammad, now 72,
was among the 64, all of whom
were rescued through the six
holes, the pulley-and-capsule
mechanism being shifted from
spotto spot.

“I didn't eat anything for
three days and only prayed to
Allah. When I got off the cap-
sule and saw my wife and son,
Icouldn’t speak,” he said.

engal 21 years ago

1989: Then chief minister Jyoti Basu arrives at the Eastern
Coalfields hospital in Bansra near Ranigunj to visit the
rescued miners

2010: Survivor Deokali Pandey, 75, at the site of the
now-abandoned Mahabir Colliery. (Pictures by Gour Sharma,
taken in November 1989 and October 2010)
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Sterlite gets
breatherin
Tuticorin row

. S.5.NEGI

' DC | NEW DELH!
_ =Ohg -
Oct, :18: While continuing
its stay on the Madras high
court order. for closing of
Sterlite, a subsidiary - of
MNC Vedanta in Tamil
Nadu, the Supreme Court
on' Monday admitted the
company’s petition for
detailed hearing and sought
all pollution reports relat-
ing to its copper smelting.
plant in Tuticorin. '
A bench of Justices Mr
R.V. Raveendran and Mr
H.L. Gokhale also directed
the company to file ag affi-
davit detailing the steps
taken by it for disposal of -
the “contaminated” solid
waste generated in its plant
at a safe “unreachable”
place. ) ‘ .
The court gave time till
the ‘second -week of
December for the parties to
. .complete the filing of the
affidavits and counter . affi-
davits to enable it to hear
the case on merits.” -
. Adjourning the hearing -
with continuation of the
stay on the HC order, came
as a major relief to the com-
pany, which claimed in its
special leave petition that
the closure would affect its
1,100 employees directly
and 2,500 other people get- -
ting indirect employment
: . dueto its business activities
»" *in Tamil Nadu.
‘ The Monday order of the
" apex. coiut came  after
Sterlite’s peétition came up
for routine hearing. Earlier
on October 1, the apex
" court had granted an inter- |
im stay on the HC order
.. when the company’s coun-
» sel Mr C. Sunadram made a
special mention of the SLP.
During a short hearing the -
bench asked Mr Sundaram
¢ why the company had refr-
v ained from producing those
reports before the HC,
‘which were “against” it. «

oo
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#i New Delhi, Oct. 18:
Sterlite Industries today
won a reprieve till mid-
December on closure of
its copper-smelting plant
in Tuticorin, with the -
Supreme Court asking
the Centre, the Tamil
Nadu government and
the Tamil Nadu Pollution
Control Board to state
why action was taken
against the company
despite it complying
with green norms.
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Vedanta refinery

AmitabhSinha 2/’ 7

New Delhi, Oct 19: In yet

. another blow to Vedanta,
whoseminingprojectinthe . -

Niyamgiri hills of Orissa
hasalready been blocked by
the environment ministry,
the company’s plan to ex-
pand its adjoining alumina
refinery in Lanjigarh has

" been adjudged by the same

ministry to be in violation
of existinglaws.

The ministry isall set to
tellthe company thatitson-
going six-fold expansion of
the refinery — from an an-
nual capacity of 1 million
tonnes to 6 million tonnes
— cannot be allowed be-
cause the required envi-
ronmental clearances had
not been obtained. The ex-
isting operating facility of
1 million tonne itself vio-
lates forest laws and needs
correctiveaction, ministry
officials claimed.

pansion hits
reen roadblock

Lanjigarh blow after Niyamgiri:
Anil Agarwal, Vedanta chairman

Incidentally, the refinery
and the bauxite mining pro-
jectat Niyamgiri hills were.
originally part of the same .
integrated project. The
bauxite mined from Niyam- -
giri was to be processed at -

* therefinery While the min-

ingprojectwasembroiledin
environmental . trouble . ~
which was ultimately-
blocked in August-a stand-

‘aloneclearancewasgivento

therefinerytobeoperatedat
an annual capacity of 1 mil-
lion tonne and with bauxite
imported from other mines.
E Continued on Page 2
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Vedanta refinery...
2A-0 e

The refinery is operating at full capacity since
2007 with support of a 75-mw captive power
plant. The bauxite is shipped from Chhattis-
garh, Gujarat and Tamil Nadu among other
states. The same year, the company applied for:
environmental clearanceforthesix-fold expan-
sion of both the refinery and the captive power
plant. But even as the application was being
processed, the company started construction
work ontheexpansionplan,forwhichitcameun-
derheavy fire from an expert committee headed
by retired bureaucrat NC Saxena, who also rec-
ommended blocking the mining project.

The latest decision comes after a considera-
tion of Vedanta’s reply to a show-cauise notice
issuedto it by the environment ministry in Au- -
gust this year asking why its refinery expan-
sion should not be disallowed. '

Vedantahad given a detailed reply and its of-
ficials had also made a personal appearance at
theministrytoexplain their version.
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NMDC offered mines for
$400 millionin Russia b

The country’s largest iron ore miner NMDC b
has been offered coal mines in Russia’s
Siberian region for $400 million by Intergeo,
which is owned by tycoon Mikhail Prokhorov.
Intergeo, a mining subsidiary of billionaire
Mikhail Prokhorov's Onexim Group private
equity fund, is in talks with NMDC to sell the
Yakutia-based Kolmar coal company,
Kommersant reported on Tuesday. “NMDC is
currently conducting due diligence of
Kolmar, and will formulate its offer by
December 1,” Intergeo CEO Maxim Finsky
was quoted as saying by theé daily.
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at

New Detlhi, Oct 19: In another
attempt to scuttle cement gaint
Lafarge’s plan to restme min-
inglimestone from the Megha-
layahills, another plea has been
movedinthe Supreme Courtop- -
posingtherevisedenvironmen- -
tal and forest clearances grant-
ed tothe Frenchmajor.
‘Challenging the revised envi- -
ronmental and forest clearances
granted to Lafarge Umium Min-
ing (LUMPL) on April 19 and
April 22 this year; respectively,
Shella Action Committee, which
is a body of villagers, said that

induBhan '

" there was no scope of revised

clearances under the scheme of

"the environment impact assess-

ment(EIA)NotificationafterLa-
farge had found to having ob-
tained approvals by concealing
andgivingfalse information.
Earlier on Februaty 5, the
apex court had restrained La-
farge from continuing mining
operations for extracting lime-
stoneinMeghalaya to manufac-
ture cement at the Lafarge Sur-
ma Cement project at Chhatak,
Sunamganj,inBangladesh.The
plant is wholly dependent on

- limestone extracted from the

BastKhasiHills in Meghalaya.
The voluntary body has ac-
cused the ministry of environ-
ment and forests (MoEF) of ap-
plying altogether different
yardstick while revoking clear:
ance to ‘Vedanta Alumina to
mine bauxite in Orissa for its
‘proposed $800 million project
éxpected to produce one million
fonneof aluminaperyear. -
' The ministry after accepting
the Sexana Committe's recom- -
mendations to revoke environ-

legal notes

- Apr 2007: Centre asks

TIMELINE

Lafarge to stop mining ops,
including the movementof
already mined limestone

. May 2007: Lafarge moves

SC seeking removal of stock-
pile and éxpeditious

clearance of mining ops

Nov 2007: SC givesnod to
Lafarge to mine limestone

inMeghalaya "~

Sep 2007: Central
Empowered Committee
gives adverse opinion
against lafarge project

Feb 2010: SCrestrains |

Lafarge from mining

BMar 2810: Centre movesSC
for lifting the ban. SC asks
Lafarge to get clearance from
the environmental ministry .

Apr 2010: Lafarge gets
revised environmental and
forest clearances, deposits Rs
75.06 crina corpus to finance
compensatory afforestation

Jul 2010: Govt okays Lafarge
mining in Meghalaya
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gers’ body challenges
oreen nod for Lafarge in SC

mental clearance to Vedanta's re-
finery has issued show cause to
thecompany in Augustthisyear. “
" There is no reason why a differ-
entstandardshouldbeappliedin
respect.of the mining company
in the present case when it is es-
tablished from the records that
LMMPL had obtained the envi-
ronmentalclearancebymislead-
ing the ministry by falsifying
and * concealing information
about the nature/designation of
landacquired in collusion of the
officials of -the state govern-
ment,” theapplication stated.
Shella has alléged that La-
farge had obtained environmen-
talclearance by misrepresenting
to the Indian government that.
the land was a “wasteland and
non-forest area consisting main-
ly of barren land, and rocks”
whereas the area had dense
forests. It also alleged that the
company had illegally trans-
ferred tribal land protected un-
derthesixthscheduleof the Con-
stitution to itself and mortgaged
itinfavourof foreignbankstose-
curealoanof $153million.
Shella said “instead of prose-
cutingtheoffendersundertheEn-
vironment Protection Act 1986, it
is shocking to see that MoEF is
granting a revised environment
clearanceinviolationof thestatu-
tory provisions.” It said that the
ministry can not be permitted to
selectively apply the law laid
down under Rule4 of the EIA no-
tification that states that conceal-
ingfactual data or submission of
false misleading data would lead
totheprojectbeingrejected. Itfur-
ther said that forest clearance
was not permissible without set-
tlement of thetriballandand for-
estrightsunderthelaws.
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Copper futures hits
:30-month high Yr

- Near month copper \ Y
futures on MCX hit 30-
month high of Rs 378.45

" perkginearlytrade -
Tuesday on strong rally in
international prices,
analysts said. Copper for

~ 3-month delivery on LME
hit new 27-month high of
'$8,492 per tonne earlier
on Tuesday. Overseas °
and domestic copper

" prices have been rising
since early July backed

- by weak dollar and failing '
LME stocks.
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Minmetals to shell out
$1.85 billion for mines %%

‘Minmetals Resources, a ( ‘
Hong Kong-listed unit of
. China’s biggest metals
trader, agreed to pay $1.85
billion for some of its state-
St Owned parent’s mines in
ke e - AUStralia and Laos. The
purchase of the assets belonging to MMG, a
unit of China Minmetals Group, includes the
‘Century zinc mine and Rosebery zinc, copper
and lead mine in Australia as well as the
Sepon copper and gold mine in Laos, -
Minmetals said in'a statement to.the Hong
Kong stock exchange on Tuesday.
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Sesa Goa slashes volumé y
growth estimate to 10%

_Sesa Goa has cut its year-on-year volume
growth projection for 2010-11 (Apr-Mar) to

- around 10% from 20-25% estimated earlier
due to export ban in Karnataka and other

issues, managing director PK Mukherjee said

on Tuesday. X
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the company has already spent ¥3,000 crore.

- spokesperson declined to.comment. “As we have not received any
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“on i_anjigarh
refinery expansmn

Urmi A Goswami | % >

NEW DELH!

INYETanotherblowtothe Anlegarwal-ownedVedanta Aluminaltd,
the environment ministry has decided to halt the company’s plans of ex-
panding its ¥4,600-crore Lanjigarh refinery in Orissa. The existing one
million tonne Lanjigarh refinery will, however, continue to bein opera~
tion. The ministry has found the Lanjigarh refinery’s expansion to be
“unauthorised” and in serious violation of environmental laws. It has de-
cdded to revoke the perrission given to the company to study the envi-
ronmental impact of increasing the capacity ofthe plant from the current
onemillion tonne per annum tosix million tonne. A formal orderto this
effectis expected this week.

The ministry had issued a showcause notice on August 31 for the
unauthorised expansion of the refmery The existing one million
tonne refinery, which had been given environmental clearance in
September 2004, too had been issued a showcause for not complying
with the conditions of the clearance. The ministry is of the view that
the violations have been “procedural”, can therefore be corrected.

The showcause wasissued in the aftermath of reportsby government
agendesand the Saxena review panel that Vedanta had undertaken -
construction without obtaining the required environmental clear- -
ance. The expansion project was slated to cost ¥8,000 crore, of which

Issuing of terms of reference for undertaking an environment im-
pactassessment and environmentalmanagement planis the firststep
in the environment dlearance process. The terms of reference are is-
sued by the ministry’s expert appraisal committee after a study of the
application for environmental dearance: The withdrawal of the
terms of reference would mean that Vedanta would have tobegin the
process of seeking environmental dearance for expanding its existing
1 million tonne refinery all over again. When contacted Vedanta

communication in this regards, we would not like to comment,” the
company spokesperson said. In itsxeply to the showcause notice, the
Anil Agarwal-promoted firm had argued that the ministry was con-,
tradicting the Environmental Impact Assessment notification of
2006. It had argued that the notification stated that environmental
dearance was not required for capacity expansion if there was no
change in "process or technolégy". However, if no dearance was re-
quired then the question is vvhy did the company apply for environ-
mental clearance for the expansion projectin Aug 2007. Vedanta had
made a written submission to the notice on Sept 15, and a personal
hearing was given on Sept 30. A senior environment ministry official
said thatinvestigations and study of material revealed that there was
"dear, unequivocal, and unambiguous" violation of environmental
norms by Vedanta. The ministry had also issued a showcause for vi-
olations by the 1MT refinery. Souxces said that the violations have
been adjudged to be “procedural”. This would mean that after the
company addresses the issues raised in the showcause, which indude
the encroachment of forest land, use of illegally mined bauxite, the
refinery will be allowed to continue operations.
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Karnataka yet to take

((2((1/ Anil Urs

Hubli, Oct. 19
The Karnataka
Government is yet to take a
call on lifting the ban on
iron ore exports.

A senior State
Government official said,
“The State Government
has not decided yet on
withdrawing the ban on
iron ore exports.”

“Options are many for
the Government, a right
decision is expected to be
taken at an appropriate

a call on lifting ban

time,” he added.

The Karnataka
Government, early this
year, citing large-scale
corruption and illegal
mining, banned iron ore
exports from all the 10
ports in the State.

Today, news of lifting
the ban is thick in
anticipation of Karnataka
Lokayukta, which is
investigating illegal
mining in the State, which
is to submit its finding
shortly.
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' Sesa Goa’s sequentlal
% performance dlsappomts

Adarsh Gopalakrishnan
BL Research Bureau
Sesa Goa stock reacted nega-
.tively to the company’s re-
sults late on Monday,

On the face of it, the com-
pany’s year-on-year perform-
ance was impressive, Higher

“iron ore realisations and in-
“creased volumes propelled
the iron ore miner’s consoli-
dated second quarter sales
and net profits up by 70 and
130 per cent respectively,
against the same quarter in
the previous fiscal. The com-
pany’s realisations were 38
per cent "higher compared
with last year.

However, the sequential

performance appears worri-
some with sales and net prof-

its falling by 56 per cent and

| 65 per cent respectively in
September quarter compared -

with the June quarter. The

. company’s iron ore sales vol-

umes were down by 63 per
cent sequentially, due to de-
pressed demand from China
and the export ban in Karna-
taka. .

Sesa Goa’s largest market is
China, which saw several
steel producers cease ceasing
work at furnaces due to lower
demand through the quarter.
This was after government
intervention to cool pockets

of the. country’s property

market, resulting in 10Wer de-

‘mand for metals,
The' realisations of high- .

grade iron ore in China aver-
aged 15 per cent lower than
the preceding quarter. How-
ever, early signs of recovering
demand are evidenced in the
spot prices for high grade iron

" 359

Sesa Goa
377 (BSE closing price)

Rs358 .
1week return 2%
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ore, which have recovered by
over 25 per cent from the lows
of July 2010.

The company continues to

“face difficult operating condi-

tions domestically due to the
exportban on ore in Karnata-
ka and transport bottlenecks

- in Orissa. The two regions ac-

counted for 27 per cent of the
Sesa’ Goa’s production in
2009-10.

The contribution from

-these regions is expected to
‘reach 40 per cent of the com-

pany’s output of 50 million

tonnes by 2012.

However, challenges to ex-
pansion include a mandatory
profit sharing agreement with
the local population (pro-
posed in the new mining Bill)
and higher standard of envi-
ronmental norms to adhere
to, which may make it more
expensive and difficult to ex-

“tract resources.

Sesa Goa is also acting as a
conduit for parent Vedanta’s
acquisition of Cairn India’s
operations.

Sesa Goa is awaiting SEBI’s
nod to make anopen offer for
20 per cent of Cairn India’s
shares, This move into an un-
related business is expected
to cost the company at least
Rs13,500 crore, depending on
the outcomie of the open offer.

. The company is reported to

have tied-up fundmg for this
deal.
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hina may drive

~ copper offtake in Asia

Demand seen rising 8% in 2011; prlce could soar above $8 940/t

Reuters
. Hong Kong, Oct. 19

Asia’s copper consumption is
expected to rise by 7 to 8 per
cent in 2011, driven by a 7 per
cent rise in demand from top
consumer China and a 9 per
cent gain in India.

That, analysts said, would
fuel big gains for the industri-
al metal, prized by manufac-

-turers for its electrical and
thermal conductivity, and to-
gether with declining ore
grades at some of the world’s
great mines, will send prices
soaring above the record high
of $8,940 struck in 2008.

China’s consumption of in-
dustrial metals is likely to rise
steadily in 2011 as monetary
policy remains favourable to
investors and projects tomeet
its urbanisation targets.

But growth rates may. be
tempered by slowing eco-
nomic expansion and projec-
tions by the Asian
Development Bank for GDP

Gy’

' deﬁc1t

growth at 9.1 per cent in 2011,
down from 9.6 per cent in
2010. Analysts and industry
officials see Beijing’s policy
on the property market as an
uncertainty for consumption
of most metals in 2011 after
cooling measures were put in
place since April.

Demand growth in India is
also. expected to be robust,
supported by rising GDP, but
other economies including
Japan, South Korea and Tai-
wan will see slower growth in
consumption of industrial
metals after "comparatively
big rises in 2010.

'MOST SOUGHT AFTER
Copper will remain the most-

sought after metal by China in
2011, due to a huge domestic,
analysts estimate,
while nickel will hinge on lo-

. cal production of nickel-pig

iron, a low-grade varlety of
the metal.
. “China has a consistent de-

. mand growth for base met-

als,” ‘said Mr Jing Chuan,
chief researcher at Hua Tai
Great Wall Futures, who ex-
pected the government to
keep loose monetary policy
next year, fuelling-inflation
fears, and more investment
demand for metals.

Real copper consumption
may rise to 7.4 million tonnes
in 2011, which will be a yearly
rise of 7 per cent versus an
expected 12-13 per cent in
2010, said Ms Grace Qu, a
Shanghai-based copper con-
sultant . for London-head-
quartered research firm CRU.

A manager at alarge copper .

tubes producer said Beijing’s
policy to increase energy effi-
ciency in home: appliances
was pushing up copper prod-
ucts usage given the products
had strong conductive ability.

But merchants are worried
that strong prices may cut
copper demand, as end users
have reduced spot purchases

in the past two weeks when

‘prices stood above 60,000

yuan per tonne, pushlng up
stocks.

SECONDARY MARKETS

ANZ’s senior commodities
strategist, Mr Mark Pervan,
said he saw copper demand

- growth rising in secondary
- Asia markets, but with the ex-

ception of India, they would
lag China.

“India is going to step GDP .

moving towards 9 per cent
growth with demand growth
1 percentage point or two
above that,” Mr Pervan said.
India ranked fourth in
2009 in the list of Asia copper
consumers, - behind China,

South Korea-and Japan, but
with growth rates double:

those of the latter two, 1t is
catching up,

According to the Interna-.

tional Copper Study Group,
India consumed around
610,000 tonnes of copper, less

one tenth of China’s appetlte.
But with analyst forecasts of
growth of 10 per cent or more
in 2010 and 2011, consump-
tion - was seen towards
740,000 tonnes next year.

In South Korea, Mr Pervan
said  demand for “copper
would grow by 4 per cent next
year after an 8 per cent rise in
2010. Applying those figures ,
to the ICSG data suggests
consumption would . be 1.2
million tonnes.

Japan’s domestic: copper
demand is expected to be
around 1.34 million tonnes in
fiscal 2010/11, steady from
last fiscal year.

The Japan Copper and
Brass Association, which
tracks data for rolled copper
product output, expects do-

mestic demand of 700,000

tonnes, while the Japanese

‘Electric Wire and Cable Mak-

ers’ Assoc1at10n forecasts dO'
mestic demand at 638, 000
tonnes.
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RON ore exporter Sesa Goa, part of
IVedanta Resources, is talking to
Orissa-based Ahluwalia family to
renew amining agreement that will en-
able Sesa to expandits capacity to 5 mil-
hon torines.

The expansion is pan ‘of Sesa Goa's
¥2,500-crore plan to raise its total min-
ing capacity to 50 million tonnes from

- allits operations at Goa, Karnataka and
Orissa, managing director PX Mukher-
jee told ET on Tuesday.

"The mines at Orissa are not owned
by us...we are only operators. So we
want to renew the agreement that ex-

AU
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pired last year to.expand capacity," Mr

total mining capacity to 50 million

: parentVedanta s open offer to buy

The expansion is pért of Sesa
Goa’s ¥2,500-crore plan to raise its

tonnes from aII lts operatlons

Sesa Goa currently mines 2 ml"an
tonnes iron ore from Orissa and
aims to expand the Orissa capacity
to 10 million tonnes by 2013

cash-rmh Sesa Goa is funding

20% of oil explorer Cairn India

Mukherjee said over the phone from
Goa.

Sesa, which currently mines 2 mil-

" lion tonnes of iron ore from Orissa, aims

to expand the capacity to 5 million

tonnes, and subsequently take it to 10

" million tonnes by 2013. The Karnataka

operations will also be expanded.to 10

million tonnes while at Goa,

due to robust demand. According to

Morgan Stanley Research, prices of

_ steel would rise 9-13% year-on-year

while raw material cost per tonne
should be higher by 9-
36%.
The cash-rich Sesa
Goaisalso funding par-

Sesa plans to take the capaci-
ty to 30 million tonnes by,
2013.

Mr. Mukherjee also said
‘that Sesa Goa would increase
shipments from Goa tomeet
any shortfall in exports, aris-
ing due to a recent decision
by the Karnataka govern-
ment to ban export of iron
ore from its ports.

The iron ore' exporter,
which supplies to most coun-
tries, including Japan and
China, says prices of the ore
will remain strong this year

ent Vedanta's open offer to buy 20% of
oil explorer Cairn India. "As.of now, we
have cash reserves of about 8,500
crore which can go up significantly by

Sesa Goa in talks with Ahluwalias
for renewing Orissa mining deal

the end of the current year," said My
Mukherjee. Additionally, Sesa is plan-- .
ning for short-term borrowing to part
finance the open offer and its capex
programines.

London-listed Vedanta Resources is
acquiring 40-51% of UK's Cairn Ener-
gy, which owns India’s largest onland
oilfield in Rajasthan, for up to $9.6 bil-
lion. As part of this acquisition, Sesa
Goa had applied to market regulator
Sebi on August 17 to make an open of-
fer for the additional 20% of Cairn In-
dia. The offer was scheduled to open on
October 11, but hasbeen delayed pend-
ing Sebi approval.

The company said late Monday, its
fiscal secorid quarter net profit rose
sharply to 388 crore, from 169 crore
last year, due to higher ore prices and
increased volumes. Its revenue in the
July-September period rose 70% to
%918 crore.
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