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F.No 13016/20/2008-CA-1
Government of India
Ministry of Coal

New Delhi. dated 20 mNovember, 2012
l/T'ﬂ
M/s Jindal Steel & Power Limited,
Jindal Centre,
12- Bhikaji Cama Place,
New Delhi — 110066.

Sub: Deduction of Bank Guarantee in respect of Jitpur Coal block allocated to M/s
Jindal Steel & Power Limited.

Sir,

1 am directed to refer to Ministry of Coal’s allocation letter No 13016/11/2006-
CA-I dated 20" February, 2007 (Annexure-I) and to this Ministry’s show cause notice
number 13011/30/2012-CA-I dated 3™ May 2012 (Annexure-II) and to your reply to the
show cause notice, your presentation made / documents before the Inter-Ministerial Group
(IMG ) in respect of Jitpur coal block and the status note on the development of the block
prepared by Coal Controller and Ministry of Coal on the above subject.

2. Jitpur coal block was allocated on 38011/11/2006-CA-I dated 20.02.2007in
pursuance to the provisions contained in Section 3(3)(a)(iii) of the Coal Mines
(Nationalisation) Act, 1973 to M/s Jindal Steel & Power Limited to meet their coal
requirement of 1000 MW power plant in East Singhbhum, Jharkhand subject to the terms
and conditions of the said allocation letter. In the allocution letter it has been mentioned
that:-

Allocation/mining lease of the coal block may be cancelled, inter-alia, on the
following grounds:-

(a) Unsatisfactory progress of implementation of their end use sponge iron
plant/power plant.

(b) Unsatisfactory progress in the development of cozl mining projects.

(c) For breach of any of the conditions of allocation.

The De-allocation/ cancellation of mining lease shall be without any liability to the
Govt. or its agencies, whatsoever. Any expenses incurred by the allocate or any right
or liability arising on the allocatees out of the measures taken by him shall solely be
to his account and in no way be transferred to or borme by the Govt. or its agencies.

3. In respect of Bank Guarantee, the allocation letter has clearly mentioned that The
company shall submit a bank guarantee for Rs. 13.28 crores (equal to one year’s royalty
amount based on mine capacity of 2 mtpa assessed by CMPDIL, grade of coal of E to G
Grades and the weighted average royalty @ Rs.66.39 per tonne) within three months
from the date of issue of this letter. Subsequently, upon approval of mining plan, the



Bank Guarantee amount will be modified based on the final peak/rated capacity of the
mine.

(a) The progress of the mine will be monitored annually with respect to the approved
mining plan, which will mention the zero date. In case of any lag in the production of
coal, a percentage of the bank guarantee amount will be deducted for the year. This
percentage will be equal to the percentage of deficit in production for the year with respect
to the rated/ peak capacity of the mine, e.g, if rated/ peak capacity is 100, production as
per the approved mining plan for the relevant year is 50 and actual production is 35, then(
50-35)/100 x 100 — 15 % will lead to deduction of 15% of the original bank guarantee
amount for that year. Upon exhaustion of the Bank Guarantee amount the block shall be
liable for de-allcoation/ cancellation of mining lease. M/s Jindal Steel and Power Limited
shall ensure that the Bank Guarantee remains valid at all times till the mine reaches its
rated capacity ort ill the Bank Guarantee is exhausted.

4, The progress of allocated coal block as well as linked/associated end use project
has been reviewed by the Ministry through a Inter-Ministerial Review Committee from
time to time wherein the allocatee company give presentation in respect of the
development made by the company with reference to the milestones prescribed in the
allocation letter during which it was noted as following:-

i) In the Review Committee meeting held on 25" and 26™ March, 2008, it was
noted that M/s JSPL had submitted the Mining Plan but all the milestones were
pending except Geological Report and Bank Guarantee.

ii) In the Review Committee Meeting held on 15/16.10.2008, it was noted that GR has
been purchased, Bank Guarantee had been submitted, the Mining Plan had been
approved and MOEF had cleared TOR. Representative of the company informed
that 2.5 MT coal is not sufficient for EUP hence EUP will be in two phases. EUP will
be commissioned by 2010 end.

iii)  In the Review Committee Meeting held on 22/13.06.2009 it was noted that the
block was explored. The Grant of Previous Approval, Forest Clearance, Mining
Lease and Land Acquisition were pending. Land Acquisition notification was to be
issued shortly. 139 Ha of FDP submitted to Forest Deptt, For EUP site identified,
applied for LA, verification by State Govt. for Govt. land is done, state
Government’s approval for water connection obtained, for putting pipeline, area has
been surveved. Tender issued for equipment. As committed , EUP may not come up
in 2010 and may delay the development of mine.

iii)  The Review Committee meeting held in 20" and July, 2010, it was noted that
the block was explored. Grant of prior approval, Forest Clearance, Mining Lease
and Land Acquisition are pending. Land Acquisition notification under 4(1) is
awaited. State —-I Forest Clearance reached to State Government from MOEF
recently. Land acquisition will take one vear time. The company changed the site of
the EUP without informing MOC. Now matter is under examination in the Ministry.
There was no progress since the last meeting. The Committee expressed
dissatisfaction on overall progress of the block as well as EUP.

iv)  The Committee examined the replies on 28" January, 2011 and 4" February,
2011, submitted by the allocatees against the show caute notice issue to the allocatees
vide letter dated 28.10.2010 and recommended deduction of Bank Guarantee.
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vi) In the Review Meeting held on 11/12.01.2012, it was noted that Forest
Clearance (Sgt-IT), Mining Lease, Land Acquisition are pending. Queries raised by
Stage Government has been replied. Mine Closure Plan approved. Forest Clearance
application made in 2008. Stage —I Clearance is pending at State level. Process to set
up End use power plant of 2 x 600 MW is going on. Land and water tied up. MOU
signed with State Govt. 139 Ha forest land for which money has been deposited. 65
acres are tenancy land and 365 acres Pvt. Land. Required amount deposited for
Govt. and Pvt. Land. Location of EUP is 10-20 Kms away from pit head. The
company was issued the show cause notice vide this Ministry’s letter No.
13016/30/2012-CA-I dated 3™ May, 2012. The company furnished their reply to the
show cause notice.

5 In the meantime, the Government has set up an Inter-Ministerial Group (IMG)
under the Chairpersonship of Additional Secretary (Coal), Ministry of Coal having
members from Ministry of Power, Ministry of Steel, Ministry of Commerce & Industry,
Department of IPP, Ministry of Law and Justice, Department of Legal Affairs, Department
of Economic Affairs. The IMG has been given the mandate to review the progress of
development of allocated coal blocks and associated end use projects and to recommend
action including de-allocation, if required. The case of the allocattee company was
referred to the IMG. Accordingly, the IMG asked the allocatee companies to make the
presentation before it on the progress of development of allocated coal blocks and
associated end use project. The representatives of the allocatee company gave
presentation on 7% September, 2012 before the IMG. The IMG considered the
presentation, the status note of the Jitpur coal block end associated EUP prepared by
Ministry of Coal and Coal Controller’s Organization (Annexure-III). The progress of
development of the block with reference to the milestones and their achievement is as
under:-

Mile Stones Schedule Actual date | Slippage in | Remarks
date of of YY/MM
Completion | Completion
Status of Exploration 20.5.2009 Not - -
(27 Months) | applicable
Purchase of GR 6.4.2007 5.7.2007 3 Months | Forest:- Stage -1
forest cledarance
for 139 ha|
recommended by |
Submission of Bank 20.5.2007 21.7.2007 2 Months FAC, MOEF, 24 |
Guarantee Crstobe paid. |
Mining Lease Application | 20.5.2007 2.7.2007 1 Months | Land:- Consent
taken from
| villagers for land
Submission of Mining Plan | 20.8.2007 13.3.2008 7 Months | acquisition
under  consent
| award and PESA
Approval of Mining Plan [ 20.10.2007 12.8.2008 10 Months | Act compliance
| completed.
| Land Agreement




signed with GOJ
U/S Section 40
(2) on 6.9. 2012.
Application of Previous 20.12.2007 | 14.11.2008 |1 Yr Section IV(1) to
approval be issued shortly.
. Money
| distribution-Rs.
Granting of Previous 20.1.2008 18.5.2011 |2 ¥s10 79 Cr. Will be
approval Months completed by
end Dec. 2012
and land
possession by
Application of Forest 20.2.2008 7.7.2008 5 Months | Feb. 2013
clearance Gram Sabha was
held in 5 villages
| on 10.102011,
Grant of Forest Clearance | 20.8.2008 | N 13Yrs7 24.03.2012,
| Months 26.03.2012 and
28.03.2012 and
PESA Act
Application EMP Clearance | 20.2.2008 [ 21.3.2008 | 1 Month | compliance
completed with
2/3™ majority of
Grant of EMP Clearance | 20.8.2008 18.5.09 9 Months | villages agreeing
to Land
j acquisition
Grant of Mining Lease 20.2.2009 N 3Yrs ]
| ' Months .
63 families have
|_ to be resettled
Application of Land | 20.9.2008 25.4.2008 Advance
Acquisition
Completion of Land 2022010 |N 2Yrs T;:ﬁ will ':f 1?0“'3
s after grant o
e Stage-II forest
YL ; - learance by
Application for opening 20.6.2010 N 1Yrs 9 Gles
permission Months Mm of
Environment &
Forest
Grant of Opening 20.7.2010 N I¥r8
permission Months
Coal Production 20.8.2010 N | IYr7
| Months
9. The final recommendations of the IMG relevant 1o the action to be taken are as
under
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‘M Jindal Steel & Power Lid. (Jitpur)

The IMG considered the terms and conditions of allocation, the show cause notice
issued, the reply and the presentation made by the company aleng with the latest status
paper presented to the IMG. The IMG noted that 5 vears and 7 months have elapsed from
the date of allotment i.e. 20.2.2007. IMG also noted that the company has purchased the
GR and the mining plan is approved, EC has been obtained and FC recommendation for
Stage I clearance has been made by FAC on 17.8.2012 gs reported by the company. Ks.
10.89 crores has been deposited in 2009 for land acquisition which got delayed because in
July 2011, the State Govt. declared that the land in question reguires compliance under
PESA. After due process agreement with State Govt. of Jharkhand has been signed on
6.9.2012. As per CA certificate, an investment of Rs. 20,96 crores has been made in the
coal block of which Rs. 16.59 crores is the BG. The company hus not yet ser up its end-use
power plant. Land agreement has been signed on 16.5.2012 with State Govt. of Jharkhand
and notification for land acquisition has been issued. As per CA certificate, Rs. 13.33
crores investment has been reported on the captive power plant. The company further
reported that they are setting up an integrated steel plant ar Parratu and they have already
commissioned rolling mill of capacity of 1.6 MT with an investment of Rs. 1893 crores as
per CA certificate. The prior approval has already been granted by Ministry of Coal on
18.5.2011. During presentation, the company argued that the delay was not attributable to
them and they assured that they will be in a position to open the mine by June, 2013, The
normative date of coal production was 20.8.2010. Under the terms of allocation, deduction
of BG refated to shortfall in production as per mining plan has been provided for.

Taking into account all factors including substantial progress and investment
made, the IMG did not consider it appropriate to recommend de-allocation of the coal
block at this stage. However, in view of the time elapsed, IMG recommends thar BG may
be deducted for shortfall in production from the normative date of production ie.
20.8.2010 in accordance with the terms and conditions of the allocation letter.

9. The recommendation of the IMG has since been considered and accepted by the
Government.

10. It has been decided to deduct the proportionate Bank Guarantee for shortfall in
production furnished by the allocatee companies. The Bank Guarantee (BG) to be the extent
of Rs 16.59 (Rupees Sixteen crores fiftv lakhs and nine thousand only) be deducied and
deposited with the Government. (The calculation of deduction of BG is as per Annexure-1V).

Yours faithfully,

//\%;%\
{V. 5 Rana)

Under Secretary to the Govt. of India
Copy to:-

. The Chief Secretary, Government of Jharkhand

. The Secretary, Ministry of Steel, UdyogBhavan, New Delhi.

. Chairman. Coal India Ltd.. Kolkatta

. The Coal Controller’s Organisation, |, Council House Street. Kolkata.

. NIC Cell, Ministry of Coal for placing the letter on the Website of Ministry of Coal.
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New Delni, the 75¢* February, 2007.

| M/s. Jindal Steel & Power Lid...
H, Jindal Cenrrs,
\ 12, Bhikaji Cama Place
\ New Delh: 110066,
X

i ]—Subject: Allocation of Jitpur coul block in the State of Jharkhand for caprive

mining nf coal by M's Jindal Stee] & Powser Lid, for their 1000 MW
power plant in East Singhbhum, Jharkhand.

Sir,

I am dirscted 10 refer 1o the request of M/s. Jingal Steel & Tower Lid.. for
allocation of cozl block in the Siate of Jharkhand and tu state that the request of the
company has been considered by the Central Government gnd it has been-dstided
ailot Jitpur coel block m CCL command area to M/s. Jindai Steel & Power Lid. «
meet the coai requirements for their 1000 MW power piaat in East Siaghbhum
Jaarkhand. This allocation i in pursuance of the provisions contained in Sz=tiur

3i3yayii} of tne Coal Mines (Maticnalizenon) Aol 1873 and subiact to the Tnllowipg
conditions -

1) The ailocation of the Jitpur coel block 1o M/s Jindal Stez! & Power LU hes
b=en made to meet the coal reguirsment of their 1000 MW power plant i1 East
Singhbhum, Jharkhand

i) The block is meant for captive use 1 their own specified =nd use progse- iz
power gensration. The cud! produced from the block shall n rca‘u:.-; -rn*_-
coal unkacFEﬂ given te Mz, Hpdab siee! & Yova Lid by the-Coal Indin Ll

" it subsidiary andror by the “ijr!:::ﬂ*'n Coliienas Company Lid., wilhiow prioe
permission of thas Mimisty,

i Middlings geperated in the procgss of vashing the coai shali be usad o
power gensralion In their own power plani i, the ustanle nrddhisgsiegaces
generated during beneheiution shall Be ysed captively by the allucates. e
mudalities of dizposal of surplus coal/middimes/ re_!..x...'. T amy. wopld b 2-
per the preveiims nolicy/instriction of Whe povern nent at the relevan ponl in
tims and counl also melude handing cver such surpius coal/miodhng/eruotz i
the locat Cll subsidiary or 1o eny persor E*ruﬂh?ﬂ"fl by it oad g grans e gtsz
tw- determined by the Government

Wi Coal proguction from the sapuve el sha!l COmmEn‘= within 34 poenth
42 momths in casc the gres 35 in dorzst land) e Case of open cast sl i
43 manths (3% monthe in case the ares fals ander fores: lend ! fooms s e

L =
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ef this letter in case of UG mine. The end-use project schedule and the coal
mine development schedule should be modified accordingly and submitted to

the Ministry within 3 months from the date of this lerer. A copy of the
indicative milestone chart is enciased.

¥) The company shall buy geclogical report from CMPDIL within six weeks from
the date of this letter.

vi)  The company shall submit & bank guarantes for Rs. 13.28 crores (equal 1o one
vear's royalty amount based on mine capacity of 2 mipa assessed by
CMPEDIL, grades of coal from E to G grades and the weighied average
royalty @ Rs. 66.39 per tonne) within three monthe fiom the date of this
letter. Subsequently upon approval of mining plan the Bank Guaramie
amount will be modified based on the final peak/ raied capacity of the mins,

vii) The company shall submit & mining plan for zpproval by the competent
authority under the Central Government within six months from the date of
this lenter,

viii) The progress of the mine will be monitored anpually with respect to the
approved mining plan, which will mention the zero dat=. In case of any lag in
the production of coal, & percentage of the bank guarantee amount will bs
deducted for the year. This percentage will be equal to the percemage of
deficit in production for the vear with respect 1o the rated/peak capacity of the
ming, €.2., if rated/peak cepacity is 100, production as per the approved
mining plan for the relevant year is 30 and actual production is 33, then (50-
35Y100x100 = 15% will lead to deduction of 13% of the: original bank
ousrantee amount for that year. Upon exhaustion of the Bank Guaranize
ampunt the block shall be liable for de-allocation/cancellation of mining lease,
M/s. Jindal Sieel & Power Lid. shali ensure thai the Bank Guarantes remamns
valid at all times till the mine reaches its raied capacity or till the Bank
Guarantee is exhausted.

ix) Wo coal shall be sold, delivered, transferred o disposasd of except for the
stated captive mining purposes, and except with the previous approval of the
Central Government.

x) Mining of coal from the allocated captive coal block shall be carrizd out in
accordance with the applicable Statutes/Rules/Urders/Dirsctions governing mie
mining of coal mn the country

xi} Thosz of the sbove conditions relevant at the time of wani of mining leass shall
be included as additionz! conditions in the mining lease in addition to any
further conditions imposed by or agreed to by the Central Government.

xii)  The Simie Government a1 the time of seeking previous approval for the grant
of mining lease shall submiil & drgft of the mining |ease containing the shove
relevant conditions for vetting by the Central Government. The final miring

lcase shall be as veted/mocihed by the Centra]l Government Any deviation

and void and without #ffes

i

il



a o - i . i [ Fa
2. Atlocation / mining lease of ihe coal block may be canctlled, ifer-alia, on the 5
folluwing grounds :-

a Unsatisfactory progress of implementation of their end use sponge iron
plant / power plant.
b. Unsatisfactory progress in the development of coal mining project.

For breach of any of the conditions of allocation mentionsd above.

The De-gllocation/cancellation of mining lease shall be withow any lability to the
Government or its agencies, whatsoever. Any expensss incurred by the allocates or
any right or liability arising on the aliocatice out of the m=asurss taken by hun t?'T]!
solely be 1o his account and in no way be transferred to or bome by the Governmen
or its agencies.

3. The company may approach Ch TPDTL for the geological repori and comtact
the Siate Government authoritiss concemed for the necessary permissionsiclearances
etc. for attaining mining rights and .';*“:L.j matters. The arrangement of transport of
coal! will have to be worked out by the company in consultation with the Ministry of
Railways / Ministry of Surface Transport depending on the mode of transport.

Under Secretary to the Govt, of India,
Encls. As above.

To

The Chairman, Ceal india Lid., 10 Netaji Subash Marg. Kolkatia- 700001

fud:

Chairman-cum-Mng.-Director, Central Mine Planning and Design Institute
Ltd., Gondwang Place. Kanke Read. Banchi, Jharkhand.
3 Chalrman-cum-Mng.-Director, Ceniral Coalfizids Ltd.. Darbhange House,
Ranchi
4, Ministry of Power (Shri Harish Chandra, Joint Secretary), Shram Shakt
Bhawsan, New Delhi.
5 The Chief Secretary, Government of Jharkhand, Secretariar, Ranchi,
A, The Coal Controller, Office nfthe Cos| Contrallsr, | Councd] Sireet, Kolhalia-
TU0001
f?. CeAM Section.
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SHOW CAUSE NOTICE -
No.13011/30/2012-CA-|
Govemment of India
Ministry of Coal

. New Delhi, dated 3  May, 2012
0

Jindal Steel and Power Lid.
Jindal Centre,

12- Bikaji Cama Placs,
New Delhi - 110 086.

Subject: Show cause notice in respect of Jitpur coal block.
Sir,

| am directed to refer to this Ministry’s letter No. 38011/11/2008-CA- dated
20.02.2007 conveying allocation of Jitpur coal block in pursuance of the
provisions contained in Section 3(3)(a) of the Coal Mines (Nationalization) Act,
1973, subject to certain conditions. Cne of the conditions of allocation was that
coal production from the captive block shall commence within 36 months (42
months in case the area is in forest land) in case of open cast mine and in 48
months (54 months in case the area falls under forest land) in case of UG mine
from the date of allocation letter. The end- use project schedule and the coal
mine development schedule should be modified accordingly and submitted to the
Ministry within 3 months from the date of allocation.

2. In order to expedite the development of the coal block, various review
meetings were held from time to time with the representatives of the company. In
the review meeting held on 11/12.01.2012, it was noticed that no serious efforts
have been made by the company to develop th2 coal block, even after repeated
assurances tendered by the Company during the period. It is also noted that all
the important/critical milestones such as Forest Clearance, Mining Lease and
Land Acquisition are pending for Jitpur coal block. The company has repeatedly

g
. L



failed to keep its promises made to the Ministry and is thus non-serious about
fimely development of the block. The details of milestones to be achieved and
the time lapsed against each milestone are given in the table below:-

Mile Stones Schedule date of | Actual date of Slippage in YY/MM
Completion Completion |
Purchase of GR 6.4.2007 5.7.2007 3 Months
Submission of Bank Guarantee | 20.5.2007 21.7.2007 2 Months
Mining Lease Application 20.5.2007 2.7.2007 1 Months
Submission of Mining Plan 20.8.2007 13.3.2008 7 Months
Approval of Mining Plan 20.10.2007 12.8.2008 10 Months
Application of Previous 20.12.2007 2.72007 1%r
approval
Granting of Previous approval | 20.1.2008 18.5.2011 3Yrs 4 Months
Application of Forest clearance | 20.2.2008 7.7.2008 5 Months
Grant of Forest Clearance 20.8.2008 N 3Yrs 7 Months
(as on 3/2012)
Application EMP Clearance 20,2.2008 25.8.2008 6 Month
Grant of EMP Clearance 20.8.2008 18.5.2009 9 Months
Grant of Mining Lease 20.2.2009 N 3¥rs 1 Months
(2s on 3/2012)
Application of Land 20.9.2008 25.4.7008 Advance
Acguisition -
Completion of Land 20.2.2010 N 2Yrs 1 Months
Acquisition (as on 3/2012)
Application for opening - 20.6.2010 N 1Yrs 9 Months
permission (as on 3/2012)
Grant of Opening permission | 20.7.2010 N 1Yr 8 Months
{as on 3/2012)
Coal Production 20.8.2010 (42 N 1Yr 7 Months
Months) (as on 3/2012)
3. Under the above circumstances, you are hereby called upon to show

cause, on each milestone separately, to this Ministry within a period of 20 days

from the date of issue of the show cause notice as to why the delay in the
development of the coal block should not be held as violation of the terms and
conditions of the allotment of Jitpur coal block, failing which it would be

K




presumed that your company has no explanation to offer and action as
appropriate would be taken against your company for de-allocation of Jitpur coal
block.

(Sandeep Gupta)
Under Secretary to the Govi. of India

Copy to The Coal Controller, Coal Controller Organisation, Kolkata.
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uction calculation as per IMG recommendation in the meeting held on 1£.09.2012

nName of Company-  M/s Jindal Steel & Power l2d.

Mame of Coal Block-  Jitpur / OC Mine,

Date of Allocation:- 20.2 2007

Normative Date of production:-20.08.2010 (as per allotment letter)

Yearly Rated Capacity:- 2.5 MTPA (as per approved mine plan)

BG Amount submitted:- 16.59 Crores

Recommendation: IMG recammends that BG may be deducted for shortfall In production from the
normative date of production i,e. 20.8.2010 in accordance with the terrns and conditions of the
allocation letter.
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£ per condition of Para-{Vill) of the aliocation letter No.38011/11/2006-CA - |{Part-1) dated 20.02.2007, in case of
any lag in the production of coal, a percentage of BG amount will be deducted for the year, This percentage will
b= equsl to the percentage of deficit in production for the year with respect to peax rated capacity of the mine.

in Case of Jitpur, the amount of EG to be deducted on production basis is as under:-

Caleulation
Deduction for the 1% vear

4= Production as per the approved mining plan for the 1%year (20.8.2010 15 18.8.2011) = 1 MT
&= Actual Production for the 1% year (20.8.2010 10 12.8.2011}=0

C= Peak Rated Capacity= 25 MT

So. b= Percentage of amount of BG 1o be deducted = (A-B)fOX100 = {1-0)/2.5x100 = 40%
Amount of BG to be deducted for the 1* year= 16.53 CroreX40/100 = 6.636Crore

Deduction for the 2™ Year

A= Production as per the approved mining plan for the 2™ yaar (20.8.2011t0 19.8.2012) = 2.5 M7
B= Artual Production for the 2™ year {20.8.2011 te 19.8.2012) = 0 (as on 31.03.2012)

= Peak Rated Capacity= 2.5 MT

%o, D= Percentage of amount of BG to be deducted = (2-B)/AOX100 ={2.5-0)/2.5x100 = 100%

amount of BG to be deducted for the 2™ year = 16.59 CroreX100/100 = 16.59 Crore
Total amount of BG to be deducted=6.636+16.59=23.22F Crore
.B. Total amount of BG Is Rs. 16.59 Crore on production basis,

fmourt calculated for deduction is Rs.23.226 Crore which is more than the amount of BG on that account.
Hence, entire BG amount pertaining to production [.e. R§.16.58 Crore is liable for deductior.
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