MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENT OF
ORISSA AND ORISSA SPONGE IRON LTD. (OSIL) FOR ESTABLISHMENT
OF STEEL PLANTS AT PALASPANGA IN THE DISTRICT OF KEONJHAR
AND AT BAMRA IN THE DISTRICT OF SAMBALPUR IN ORISS_A.

Fhis Memorandum of Understanding is made this 26" of August, 2004 between the
Government of Orissa on one part and Orissa Sponge Iron Ltd. on the other part,

L. Orissa Sponge Tron Lid having its registered office at Block 11, 2nd Floor, OCHC
Complex, Unit 111, Bhubaneswar-751001 (here in after referred to as OSIL, which-
expression shall, unless repugnant to the context or meaning there of, include its
successors, exeeutors, administrators, representatives, and permitted assignecs)
proposes (o develop its Tron and Steel making capacity to 1.27MTPA and
LOMTPA respectively and a captive power plant of 144MW in the State of Orissa
in the distriets of Keonjhar and Sambalpur with an investment of approximatcly
Rs. 113 7crore. ' '
The Government of Orissa, desirous
mdustrialising the Staté so
been making determined
industrial cap
Orissa I

of utilising its natural resources and rapidly
as to bring prosperity and well being to its people have
cllorts to sct up new industrics as well as cxpand
acitics at different locations in the State. In this context, the Govt of
ave been secking to identify suitable promoters and enlerpriscs Lo
establish and expand integrated steel plants in view of the rich iron ore and coal
deposits in the State, i

OSIL s desirous of developing the following additional manufacturing facilitics
i the State of Orissa with total investment of approximately Rs.1137 crore
(including the existing investment of Rs.100 crorc).

SENo. Project Capacily in Project | Time schedule for
MTPA cost commissioning
(Rs.in | facility from datc
- it : Crorc) _‘QI:MOU i B
| xisting | Coal based DRI 0.1 '1[10
| Captive Power SMW
Sl ogs T S
Phase b Coal based DRI 7 1045 395”7
Steel 0.35 3 years
Captive Power Plant using waste | 52MW
heat and waste coal fines and char e
Phase 11| Coal based DRI - 0.30 "
ol Metal 1042 0642 0 ycars
| Steel making 10.00
| Captive Power Plant
i using waste heat recovery & coal 84MW
fines and coal char _
Total | Coal based DRT 0.85 1137 6 years
. ot Metal 10.42 '
[ - Steel making, 1.0
| Power | _J_I/'_M_M_W“_

Coke making & iron 01"c'_|')iil-l{:ii§;'iii5|1 /Sinter Plant will be added as _r;:c—fl}_ ircd .
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a8 g lus Memor: .mdum of Understanding (MOU) reaffirms the commitment of OSIL

lo develop integrated steel p Jant facilitics and assistance o f the G overnment o f

Orissa for providing land, iron orc mincs, recommending for coal blOCkS and
other facilitics.

-

The major arcas of co-operation between the Government of Orissa and OSIL. arc

listed below: «.

() Land:

COSIL swill require approximately 513 acres of Lmd in the Gurla and

ag lmvuu!pm arca of Sambalpur district for the purpose of sctling up the stecl
plant and associated facilitics.

b. For rehabilitation of displaced familics, Rehabilitation and Resettlement
package would be implemeénted as per prevailing guidelines and practices.

The Government of Orissa agrees o assist OSIL in sctling the land free

from all encumbrances (o OSIL through- Ortssa Industrial Infrastructurc

Development Corporation (IDCO) for construchon of the plant and allicd
facilitics. :

] 1 i

d. OSlLa grees Lo pay ID-(SO‘:I(Rcvcn.li‘c" authoritics the cost of the land ctc.
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(" Raw Materials:

() Coal: The State Government agrees to recommend to the Government of
India for allotment of suitable coal blocks for captive coal mining for the
project either direetly or through a PSU. Further, the Statc Government
will assist OSIL to get the allocation of coal linkage of suitable grade in

the desired quantity to meet its requircment unul it is rcady for mining of
its coal block.,

(b) lron Ore: ‘The State Govt. have alrcady recommended and the Central
Govt have already approved the proposal for grant of specific mining lcase.

in favour of OSIL. The grant of Mining lecasc will be subject to the
following conditions:
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(0 The compiny shall undertake the cxpansion: of cxisting Sponge Iron Unit

g\ (Palaspanga) and - proposcd Bamra Projects within the time schedule as indicated

{ below: -' '

Units | lixisti | 2004- | 2005- [2006- | 2007-08 | 2008- | 2009- | TOTAL
ng  |0S 00 07 ] i A | o c

AT Sponge | 100000 | 150000 |- . 5 150000 (- | 400000

PALASPANG | fron
AINTHE [ (TPA) £
DISTRICT

Ol

© KEONJIIAR i I _ 25 I dee

- Hot |- . 3 5 : 210,000 | - 210,000
Metal : @
Power |8 |4 - . A 42 . 54
(MW b e
Steel | 50,000 | 50,000 | - - . 300000 | - | 400000
Billet
(TPA)

AT RAMRA [ Sponge |- |27 727 150,000 | 150,000 |- 150000 | 450000
IN T | Tron | :
DISTRICT | (FPA) |0 : LS.

Ol T 2 Sl ol RS T A

; SAMIAT PUR TR L S LA o

i 1/ Sraomny = MR g - 216000 | 210000
Melal IRt 5 R
(TPA) | : : ' :
Power |- L T e e T AT 90
(MW) | : niscide & | ETE T
Steel |- R 150000 | 150000 | - 300000 | 600000
Billet
TPA) ] -

(1 Within the first three months of cach phase the company shall in consultation

with the State Government representatives, prepare milestoncs in terms of ycarly
physical and financial targets in implementation of cach of the Projccts for the

respective period and furnish the same to the State Government for annual review
and monitoring, ot

(1) In case, for unavoidable reasons, there is delay in the progress, and it is difficult

on the part of the lessee to adhere to any of the milestones/deadline(s) in the

stipulated time frame, the company can’ apply to the Statc Govt. prior to the
expiry of the deadline(s) for extension/modification of the samé and the State -

Government may, for justifiable rcasons, allow cxtension/modification under
such terms and conditions as deemed fit.
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The assignment is subject to close monitoring by the State Government through
yearly reviews. During any of the reviews if it is scen that, a portion of the
stipulated capacity of the project is not likely to materialisc within the time
rame, it will be lawlul for the State Governient afler giving the company an
apportunily of being heard, to make an order indicating a portion of the deposit

expeeted to contain proportionate quantity of the rescrve that shall be deecmed to

have been surrendered to the State Government w.c.f. the date of order and shall

be available for regrant following the procedure laid down in rulc 59 of the
NMineral Coneession Rules | 1960.

The assipnment is subjeet to further condition that the mineral cxploited from the
pranted arca shall be exclusively utilised for captive requirement of their existing
Plant at Pal; wpanga of Keonjhar district and proposed Steel. plant at Bamra in the

- District of Sambalpur

50% of the projeet cost for the Phase-1 including cxisting investments i.c.

(Rs. 395 Cr. -+ 100 Cr.) shall be invested by the company before issuc of grant
order of Mining 1 .case. .

Waler:

The State Government will permit withdrawal of water from suitable source for
' Lnn\llmlmnfulu.mllml of the aforesaid projects, and housing colony as per the

prevailing rales under appropriate terms and '1ppr0v1l of the Water Allocation
Commiltee. The approximale requirement of water is as follows:

Phase T & 11 .- 37000 cum/day

The State Government will also. permit implementation of the water supply
scheme to be prepared by OSIL and Water Resources Department.

I"ower:

.

OSIL plans o set up Caplive Power Plant (s) to meet the requirement of encrgy
intensive steel making process and to utilize the residual heat of waste gases and
coal rejects, Capacity ol captive power plant would be as follows:
. AN ]h-- '
Phase 1 - 60MW BT I R
Phase 11 84MW(Additional)

OSI1, will approach GRIDCO for suitable PPA for salc or purchasc of power, if

required for wheeling of power/sale to any ncw or cxisting cstablishment in
Orissi.

/
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5.

Fnvironment:

.
1.

ses
L.

The Government of Orissa agrecs to assist OSIL in obtaining NOC through
the Stale Pollution Control Board for the construction of the plant, the
housing colony, mines, pipeline, power project cfc.

Government ‘of Orissa agrees to assist OSIL, in obtaining all clearances
from the Central Government,

r
.

OSIL will arrange o conduct rapid environment impact asscssment (EIA)
and detailed EIA study and prepare cnvironment management plan (EMP)
for the Project. ‘The Government of Orissa agrees (o assist OSIL in this
regard during the time when BIA is being conducted and EMP is being
prepared. )

Incentives and concessions:

OSIL understands that the State Government would consider such
incentives and concessions as are provided in the relevant Industrial Policy
Resolution (IPR) of the Statc Government.

General Clauses: >

()

(b)

(¢)

(d)

The Government of Orissa appreciates that OSIL s a_responsible
corporale house with a high involvement in employces welfare and social
development. The Government of Orissa, thereforc, anticipate that OSIL
will bring this philosophy to the stcel plant project being sct up in the
district o' Sambalpur to ensure the well being of this district in particular
and the people of Orissa in general. In terms of cmployment, preference
will be given to the local persons subject to nced and their possessing the
neeessary qualifications. OSIL will make cvery cffort to improve their
skill levels, il necessary, through specialized trhining. ;

The Government of Orissa appreciates that OSIL will be entitled to induct
suttable forcign and/or Indian Joint Venture partners, choose appropriatc

limancial options, supplicrs, credit options and tcchnologics in the best
interest of the Project. '

OSIL shall effeet sale of all its products (including inter-State sales) in the

Slate of Orissa and shall not cffcct any branch transfer of its products to
oul side the State. '

The MOU shall remain valid for a period of two years from the datc of
signing. Purther cxtension, if necessary, shall be made as per mutual
agreement. THlowever, no such cxtension shall be considered unless OSIL
has made substantial progress on implementation of the Project in terms of
construction, crection of plant and machinery and investment at site to the
salisfaction of the State Government in these two years in implementing
(he first phase as envisaged in the MOU, (
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OSIL understands that the offer and special considerations of the Ste
Government indicated in this MOU are for the Steel Project envisaged in
para-3 where the final product is stecl/stecl products and not for an,

intermediary product unless the same is for captive usc in the steel product
or lor cxport,

Provided that in the initial years when the Steel making facility
is yet (o be installed according to the time schedule given in para 5B (b)(i),

production and disposal of such intermediary “product may be allowed by
the State Government.

OSIL shall be required to produce document towards financial closure for

Phasc-1 within onc year of signing of MOU. Such. financial closurc for the

sccond phase should be produced at least three years before the stipulated
date o commissioning of the sccond phasc of the Project.

In the cvent of non-implementation of the Project or part thercof, the
.corresponding support/commitment of the State Government indicated in
the MOU with regard to Iron Ore Mincs/Coal Block, incentives and

concessions of the Stale Government in particular shall be deemed to be
withdrawn,

It shall be obligatory on the promoter to furnish all informations required
by the Statc Government relevant to planning, formulation, layout,
[inancing and implementation of the Project as well as the financial and
management status and performance of the promoter as and when so
required by the State Government as expeditiously as possible.

l or witness whercof the partics hereto have set their hands to this MOU on this

)

" day ol Augusl, 2004 .

‘ "

SIGNED AND DECLARED BY

For Governmen( of Orissa

Department of Steel & Mi

For Orissa Sponge Iron Ltd.
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Principal ‘ccr/cl-
pal- ary, aging Dircctor
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