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Court asks CBI
to name owners
of two Bellary
companies

NEW DELMEL Infresh trouble
for the Reddy brothers, the
Supreme Court on Friday
asked the Central Bureau of
Investigation (CBI) to go af-
ter the “responsible per-
sons’ behind illegal extrac-
tion of iron ore in the
Bellary region of Karnataka,
instead of some employees
of errant mining companies.
A three-judge bench headed
by Chief Justice S H Kapadia
. directed Attorney General GE
Vahanvati to disclose the

Nabille

names of the owners of the
companies of Associated Min-
ing Company and Deccan Min-
ing Syndicate and thoroughly
investigate their role in illegal
mining.

The Bench, also comprising
Justices Aftab Alam and
Swatanter Kumar, was unhap-

py with the status report filed
by the Attorney Generalto the

court. The court directed the
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CBI to widen'its inquiry into

- therole of responsible persons

in the companies, and not
merely that of some low-level
employees. Vahanvati; on his
part, sought three weeks’ time
for filing a fresh, comprehen-
sive status report, which was
allowed by the court.

On September 23, the apex
court had favoured CBI probe
into the alleged “linkages” be-
tween illegal mining activities
in Andhra Pradesh and Kar-
nataka being resorted tq by the
two companies including the
one owned by arrested former
Karnataka Minister G Janard-
hana Reddy in the Bellary re-
gion. .

The court had sought a sta-
tus report of the CBI’s ongoing
probe with regard to the ex-

traction of iron ores by Obula-
puram Mining Company
(OMC) also owned by the Red-
dys in Andhra Pradesh.

The Court’s order came on
the Central Empowered Com-
mittee’s latest recommenda-
tions submitted on September
21 seeking direction for exten-
sion of the CBI probe into al-
leged “illegalities” in extraction
of theiron ore in mining leases
inthe Bellary region.

The CBI has already taken
into custody Janardhana Red-
dy and his brother-in-law Stini-
vas Reddy, who s also the man-
aging director of OMC, and
conducted several raids on
their residences and lockers
and recovered huge quantities
of cash, gold and jewelleries.
DH News Service
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/Sesa Goa
denies excess
ironore
production

PANA.J, DHNS: Sesa Goa, one

ofthe manyleading iron ore ex-
porters being investigated by
the Shah Commission for irreg-
ular mining in Goa, denied it
had violated regulations or
made underhand political do-
nations.

The Vedanta-owned compa-
ny, which is India’s largest pro-
ducer and exporter of iron ore,
inthe private sector, said recent;
mediareports against the com-,
pany for excess production
were false, motivated and base-
less. The leading iron ore pro-
ducer said it had permission to
extract4 million tonnes of iron
- ore from three sites at Codli,

Dharbandora for the year
2006-07. '

From the year 2007-08 per-
inission was enhanced to 7 mil-
lion tonnes for the $ame pits,
the company said. “Production
each year from the same sites

“has been within the permitted
quantifies,” it insisted adding,
like many other corporate
houses in India, Sesa has in-
deed made donations to politi-
cal parties but strictly in accor-
dance with due process
prescribed under law.

It denied impropriety or lack
oftransparency in the in its po-
litical donations and said it was
unfortunate that certain ac-
tivists and sections of media are
ascribing motives to such po-
litical donations.
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Mining report
B Bangalore (PTI): The
Karnataka government
has decided to seek the
views of the Lokayukta
" onwhether itsreporton -
“illegal mining violated ™~
constitutional provisio-
ns and principles of nat-
ural justice. The move
triggered sharp reactio-
ns from former Lokayu-
kta Justice Santosh Heg-
de and governor H.R.
Bhardwaj. ;



PHEROZE L. VINCENT

New Delhi, Oct. 14: The Na-
tional Commission for Sched-
uled Tribes is upset that two
important bills that would af-
fact tribals have got the cabi-
net’s nod without incorporat-
ing suggestions given by the
panel. ‘ :
“The ministries of mines
and rural development failed
to consult the NCST as man-
dated by the Constitution,”
commission chairman Ram-
eshwar Oraon told The
Telegraph on Wednesday., ™
Secretaries of both min-
istries had met Oraon, but
what the NCST chief meant
was the final drafts of the bills
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— one on acquisition of land
and rehabilitation and the
other on mining and local de-

- velopment — were not sent to

the commission before they
were forwarded to the cabinet.

“We still haven’t received
copies of the drafts from
them,” Oraon said.

Asked why he had not sent
to the NCST the draft of the ac-
quisition bill the rural devel-
opment ministry introduced
in the Lok Sabha on Septem-
ber 7, minister Jairam
Ramesh said: “We sent itto the
ministry of tribal affairs (the
NCST’s parent ministry), Mr
Oraon is always free to send
his comments to the standing
conunittee or tome.”
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In an email to this corre-
spondent, Anil Subramaniam,
an undersecretary at the
mines ministry, said most of
the suggestions the previous

'NCST chairman, Maurice Ku-
jur, had given in 2010 had been

incorporated in the Mines and
Minerals (Development and
Regulation) (MMDR) Biil.

“In continuation, three
meetings have so far been held
with the NCST with the secre-
tary (mines) on 25th July, 2011,
17th August, 2011, and 15th
September; 2011. A copy of the
draft MMDR Bill, 2011, as fi-
nalised by the Group of Minis-

ters in its meeting held on 7th

July, 2011, was also sent to the

NCST on 30th September,-

2011,” he said.

The Land Acquisition, Re-
habilitation and Resettlement
Bill (LARR), 2011, proposes to
replace the Land Acquisition
Act, 1894, with a comprehen-
sive law for acquiringland and
adequate rehabilitation mech-
anism for affected persons.

The other proposed legisla-
tion, the MMDR Bill, which
got the cabinet’s nod on Sep-
tember 30, deals with sustain-
able mining and local develop-
ment. ‘

Oraon doesn’t want land to
be taken away from tribals.
“Don’t take away ownership of
land from tribals. Take land on
lease soit can be restored to its
original'inhabitants after the

operations end,” he said.
Minutes of meetings the
NCST held with the two min-
istries reveal serious reserva-
tions on the two bills,
According to the minutes
of Oraon’s meeting with mi-
nes secretary Vijay Kumar on
July 25, the NCST objected to

the proposed District Mineral:

Fund because of “the poten-

‘tial for diversion to ¢ther pro-

posals”.

The proposed Mineral
Fund is a trust to administer
funds for sharing profit be-
tween mining companies and
local people. The NCST “pre-
ferred direct payment to af-
fected people”. .

The NCST also recom-

ribal panel chief protests bill snub

mended equity sharing with
tribals and inclusion of gram
sabhas/district councils in
framing the mining plan.

On September 16, the
NCST had discussed the land
acquisition bill at a meeting.
One observation, according to,
minutes of that meeting, says
“it would be appropriate to si-
multaneously legislate special -
provisions for acquisition of

~land in Scheduled Areas in-

stead of leaving adaptation of
the same entirely to the wis- -
dom and zeal of the Tribal Ad- .
visory Councils/Governors of
the Concerned States”.
Scheduled Areas are tribal -
areas included in Schedule V
and VI of the Constitution.
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PRESS INFORMATION BUREAU

T A A

GOVERNMENT OF INDIA

AR I¥GR

NEW MINING BILL

orroding ste

Business Line, Delhi
Sunday, 16th October 2011, Page: 11

Width: 21.55 cms Height: 27.26 cms, Ref: pmin.2011-10-16.34.60

profitability

_ADARSH '
- GOPALAKRISHNAN

‘ »Miners will now have to

shell out a large sum as

royalty. How much of
this burden will be

- passed on to users is
the big question.

" ndian steel producers have
faced a torrid spell on the mar-
gins front over the past year.
&\ Soaring coking coal prices and
limited pricing power have squeezed
players such as JSW Steel and SAIL.-

A silver lining for several Indian
steel producers was iron ore pricing,
Domestic miners such as NMDC sell
their ore at prices far below interna-

- tional prices. Better still, Tata Steel
and SAIL have their entire require-
ment of iron ore met by captive
mines. This is a substantial compet-
itive advantage. )

However with the introduction of
the new Mines and Minerals Devel-
opment and Regulation (MMDR),
things could get a lot tighter.

India’s top three domestic steel
producers — SAIL, JSW Steel and
Tata Steel - will see varying impact of
the MMDR Bill.

Tata Steel is the most integrated
domestic player with captive mines
in Orissa and Jharkhand to meet its
entire requirement of iron ore and 65
per cent of its coal needs.

~The least integrated of the top
threé is JSW Steel whose sole do-
mestic mine is a stake in an iron ore
mine in Karnataka which caters to
10-15 per cent of its requirement.
SATL lies between the two with cap-
tive mines meeting its entire require-
ment of iron ore and 25 per cent of its
coal requirements. '

'WHY CAPTIVEMINES?
-..Indian steel producers sell steel at” -

% prices which largely hover around -

international prices  while their re-
ported cost per tonne of ‘iron-ore

range between Rs 760 and Rs 2,800.

This is an advantage over interna-
tional producers who procure iron
ore atinternational spot prices which
averaged at Rs 6,750 between March
2010 and April 2011. ,

Taking a closer look at-the cost
structure of a SAIL or Tata Steel
gives us an idea on why captive
mining is such a coveted business
model. ) .

Almost every large steel producer
wanting to set up shop in India tar-
gets the iron-ore belt in Jharkhand,
Chhattisgarh, Orissa or Karnataka.
The promise of building a large plant
also comes with the demand for a
mining concession. ‘

Tata Steel’s Indian eperation is
among the most profitable globally.
In FY1l the company’s standalone
EBIDTA margins stood ‘at 43 per

_cent. As a percentage of sales, the-

company’s spend on iron ore and coal
accounted for 30 per cent of sales.

This figure is rémarkably low com-
pared to peers such as SAIL and JSW

which shelled out 43 and 52 per cent

of their net sales for their iron ore
and coal requirements during the
same period. Consequently both the
companies’ operating margins hover
around 21 per cent. -

So now that miners will have to
shell out a large sum as royalty, how
will that shake things up?

THE MMDR KNOCK

“In FY11, iron ore miners across In-

dia, including captive miners, paid a
royalty of 10 per cent on the sale price
of the iron ore mined (as listed by the

Indian Bureau of Mines). Depending .

on the steel producer in question,
this worked out to Rs 200 - 460 a
tonne of iron ore sold. -

SATL, whose mining
critical for lowering costs, will lose
out-the most. SAIL paid out Rs 580

crore in royalties on both coal and

iron ore (a good chunk of which is -
“towards iron ore). :
SAIL shelled out 1.5 per cent of its.

total spending (excluding deprecia-
tion) on royalties. The new charges
could take six per cent off SATL’s

division is

N

el makers”

operating profit. Tata Steel’s royalty
outgo was Rs 615 crore. However Tata
Steel’s royalty includes the outgo for
its seven million tonnes of mined coal.
In case of steel producers, the ‘A
payment equivalent to royalty applies
to every mineral utilised except ¢oal. -

Captive coal miners are required to -

pay 26 per cent on the notional value -
of their output excluding miding and "
transportation costs. . '
Companies with sizable coal oper-
ations such as Tata Steel could find -
themselves paying out a considerable

'sum which could be roughly in the

same range as their per-tonne iron ore

. royalty rates.

Rovyalties accounted for 3.4 per cent
of Tata Steel’s stand-alone expenses’

last year. The souped-up charges - '

could account for nine per cent of -
their total expenditure and cost them
5¢6 per cent of their operating profits.

PASSING IT ON Y o
The impact on JSW Steel will be har- . -
der to quantify with certainty. NMDC
is one of JSW’s largest suppliers.
NMDC’s “royalties accounted for a
third of its total spending. The addi--
tional payout amounted to rine per
cent of the company’s operating profit
last year. : :

With 86 per cent operating mar- .
gins, NMDC can afford the payout

*. while maintaining its enviable mar-

gins. How much of this burden will
NMDC- and other miners . pass
through to steel producers such as
JSW, Essar and RINL is the big ques-
tion. ‘
* NMDC prices its wares at half the
levels of international peers. So ‘the
company -has a.good case to pass -
through: some of the added burden. .
However steel producers find them-
selves between arock and a hard place
when it comes to passing on hikes
given the challenging global climate
for commodities. |
This s likely to remain the case over
the .niear term which spells further
margin pressure for steel producers.
For Sesa Goa, which exports a sig-

nificant portion of its output, this Bill *

could spell-further trouble. Hikes in
export duty earlier this year and the
Karnataka iron ore export ban have
crimped output. Sesa paid out Rs 330
crore in royalties during the last fiscal.
This was just under seven per cent of
its total spending. The levy could take
a 6-7 per cent bite out of Sesa’s oper- .
ating margins of 62 per ¢ent.
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o fully comprehend the grip of
mining in Goa, it would require
several commissions of -enquiry,
or, as they say in the local tavern
“in the village I am visiting — one for
every decade since mining'started in
the 1940s, with Goan mining families
‘becoming rich willingly supporting

and taking orders from the dispensa-
tion of the day. .

This village is in close proximity to
the mining operations in the north,
around the mining town of Bicholim,
where one pit in the village of Sirigao
is now infamous for being 37 metres.

below sea level, and that too in the
home of the shrine to Lehrai, a Goan
deity venerated because of her prox-
imity to water and where she now
suffers the fate of being a silent spec-
tator to wells long dried.

Just take a walk up thehill, above
the church, passing so many trees well
over ahundred years old perhaps, and
such lush, thick, luxuriant under-
growth with the monsoons having
done their work, Goans can be forgi-
ven for having taken this beauty for
granted.

Not a pleasant sight

From the top of the rise in the vil-

GOA

HARTMAN de SOUZA taps ;
Jinto the public mood over
- what mining companies
and other vested interests .
are doing to the
environment of this tiny
state...

foothills of the Western Ghats break,
where, perversely, all the mining com-
panies abound, the sight is anything
but pleasant. A skeleton of hills some
kilometres long, once probably thick-
er with trees and water than the hills
' « of this very village, now shorn bare,
and, regardless of which part of the
i g ¢ day you view them, standing as mute
g as the carcass of a giant animal left to
il i . rot in perpetual sunset.

Goans have many such views in this
state barely a 100 or so kilometres at
its longest, 45 or so at its widest,
s i b where the so-called ‘mining corridor”

i . . runs 95 kilometres north to south

i e ) o o down the slopes of the Western Ghats,

sharing borders, ironically, with noti-

fied wildlife sanctuaries. But then

i again, this is Goa where everyone with

‘ a stake in mining will tell you smiling:

“You see Goais such a tinyplace...how

we can have a 10 kilometre buffer
zore around the sanctuary?”

So maybe a tavern is a fitting place
to sense the public pulse and outrage,
now that the Justice M.B. Shah Com-
mission on illegal mining has come
and gone — an-initiative in itself that
most here also find somewhat para-
doxical, or as they more succinctly put
it with the third sip, “damn stupid if
you ask me man, the congress fellows
in Delhi trying to catch their own
bloody erooks here in Goal If you real-
ly go to see, the crooks are the same
only..”

Everyone in Goa knows that the ore
here was of such low content the
mining industry was in a slump. As
the Goa Mineral Ore Exporters Asso-
ciation (GMOEA) or Goa Miners’
Club as it's referred to in some ta-
verns, put it somewhat flamboyantly
in a recent press note (si

“Goa has a long history of being an
internationally competitive iron ore
industry beginning from the 1940s.
Being endowed with poor quality ore
reserves, the Industry has been able
to survive through times of highly
controlled economic environment,
exorbitant machinery import duty,
controlling exchange rates with in-
vestments in value addition technol-

N

y $ ogy and unique infrastructure
N s SRS § solutions in an ever increasing highly
By o ASBe e 5 challenging competitive environment
B2y~ TR e < internationally, Over the last 6-7

) years, due to the surge in demand
ONCE A GREEN VALLEY... PHOTO: ANDREA PEREIRA from China for various raw materials,

lage, the view eastwards, where the -

one of which was iron ore; started a
clamour for iron ore business that
initially felt like an economic boom
but of late has translated into an
erosion of the reputation of the min-
eral industry.”

But at least one company, its oper-
ations on the edge of the, Selaulim
Dam in south Goa, had had its loans
waived by a bank. In October 2009,

.the Central government lowered the

threshold value of iron ores from
55%Fe to 45% Fe, but barely six
years earlier; with-the Chinese build
up to the Olympics they hosted, was a
Kingdom of Bellary created almost
overnight in Goa. This has translated
into one mine owner mooring his
six-crore yacht in the Mandovi River.
a helipad'in Quepem, and the small
mining town of Sanvordem with its
disproportionately high number of
luxury vehicles, any number of
BMWs and Audis and even a Bentley
and a Ducati motorcycle costing over
one crore,

In the bars close to mining oper-
ations, the older men are disgusted
but alas, resigned to the fate of not
knowing better. They were told and
bought the argument that ‘mining is
the backbone of the Goan economy’,
which for the mining industry meant
doling out loans to able-bodied men
to own and even drive their own
truck. Pro-environment activists and
believers have given up trying to
exact number of trucks
e ng areas. The GMOEA
translates this into (sic):

“The Mining companies of Goa

0 engaged 1il
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tributor of wealth, which is,unique in
the country.”

To those older who fell for this
tasteless perspective, in the mining
affected villages it has meant a
strange kind of red fog that descends
on their dwellings, the village shops,
the school, the. roadside trees, the
orchards and their fields, slowly but
surely encrusting everything in' réd
dust, which, mixed with an early
morning dew and then baked in the
hot sun, creates a harsh and imper-
meable-veneer: - “

Humour to the rescue

In tavern after tavern, regardless of
creed, Goan men can be heard saying
that earlier Goan politicians in the
1960s and well into the 90s looted
the exchequer but at least gave half
back; that these days the “fellows cat
up everything they can for them
selves and for their children and their
bloody children’s children”. At hand
is a quirky brand of humour that
provides the needed release and gives
all the feeling that the issue has been
postponed, at least for the night: so
therefore wittily re-defining democ-
racy in Goa as “a government far
from the people man, totally buy the
damn people, and bloody off the peo-
ple completely”

The pro-environment lobby in Goa
has been emphasising that the Jus-
tice M.B. Shah Commission could not
have come at a better time. It is time
for the change. They know that the

enquiry will compliment a study on *

the environmental impact of mining
in Goa issi by the Ministry

ke
, whereby all transport are
cartied out by villagers, and this
model has proven to be great dis-

of Environment and Forests (MoEF);
and a report on the protection of the
Western Ghats conducted by the

A %éé’ﬂ,EmM OF HILLS SOME NILOMETRES LONG,

ONCE PROBABLY THICKER WITH TREES AND W
OF THIS VERY VILLAGE, Now

THAN THE HILLS
SHORN BARE...

I
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WOUNDED EARTH: A mine in Goa. PHOTO: ANDREA PEREIRA

Western Ghats Ecology Expert Panel
constituted by ‘the MoEF; and, if
that’s not:enough, a comprehensive
study on ‘the 'same issue recently
commissioned by civil society groups.
Everyone now wants to know how .
much mining (and real estate, one
may add) have contributed to wors-
ening Goa’s self-reliance in food
production.

Pro-environment activists across
the board, and economists and statis-
ticians also challenge the mining in-
dustry  claims that: it gives
employment to 75,000 people. One
independent researcher says. it is
closer to 27,000 and that most of this
work is seasonal

In some taverns they insist that it
is sad that even though most Goans
understand the value of the iron ore
more clearly than the value of the
for and water, they do not know
this belongs to them.

As one such maverick thinker’s
cogent syllogism goes: “The iron ore
is the property of the state of
Goa...the mining companies are per-
mitted to extract and sell a certain
amount  after paying royalty and
making investments...they do not
have a natural ownership right to the
ore...”

Therefore he concludes, “when
mining is outside the law, whether
illegal or irregular, it is a theft of the
Goan people. Mere payment of roy-
alty is not enough. They need to
repay the entire amount.”

Before the evening ends, everyone
isare far less subtle. They say there is
nothing legal in destroying Goa’s for-
ests and water. They want the old
mines to be brought back to their
natural state. It only takes thirty
years to do so, they say.

Or, as wags put it, then give them
their ton of flesh b “The money
skimmed from mining is how much?
Say 2500 crore. As per the 2011
census there 1,457,723 individu-
als in Goa, say 1500,000 by
now...2,500,00,00,000 rupees divid-
ed by 1,500,000 works out to Rs.
16,667 for each man, woman or child
in Goa. For a four-person household,
this around Rs. 66,666. Who'll say no
to that?”
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