GOVERNMENT OF KARNATAKA

Nz DMOeMES ALCAC-2245/2018-19 Oflice of the Director
Department of Mines and Geology.
KhanijaBhavan. Race Course Road
Bangalore-1. Date: 06.10.2018

{ o,

Kirloskar Ferrous Industries Limited,
Laxmanrao Kirloskar Road,

khadki, Pune - 411 003.
Maharashtra.

Sub: Letter of Intent with reference to e-auction dated 04.09.2018 for grunt of
iron ore mining lease for "M/s Bharath Mines & Minerals, ML No: 2245
Block in Nandihalli village. Sandur Tatluka. Ballari District over an extent
of 24.47 Hectare Area of Forest land,

{. Background:

L1 The Director. Department of Mines and Geology. Karnataka. pursuant to the
supreme Court judgments and orders in Samaj Parivartana Samudayva and Ors.
Vs State of Karnataka and Ors in W.PC) 562 of 2009 (the “Judgment’). the
Mines and Mincrals (Development  and Regulation) Act. 1957 and its
amendments (the “Aet™) and the Mineral (Auction) Rules. 2015 including its
amendnients (the “Rules™). issued the notification and notice inviting tender
dated 30 January 2018 for prant of mining lease for "M/s Bharath Mines &
Minerals, ML No: 2245" located in Nandihalli village. Sandur Taluka. Ballari
Disteict of Kamataka (the “Tender Document™). The e-auction Process wis
conducted in accordance with the Mineral (Auction) Rules. 2015 (including its
amendments) and the Tender Document for the said mineral block and

'Kirloskar Ferrous Industries Limited" was declared as the “Preferred

Bidder™ in accordance with Rule 9(9)(iii) of the Mineral (Auction) Rules. 2015

including its amendments.
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For reference. the current requirements under the Rules and the {ender

Document for declaration of Kirloskar Ferrous Industries Limited us the

“Successful Bidder” and subsequent grant of the mining lease are reiterated

below 2

IUis clarified that the requirements mentioned below are only for

relerence and in the event of any change in Applicable Law. the requirements

under the modified law. shall be applicable.

fa)

Declaration of the *Successful Bidder”:

irloskar Ferrous Industries Limited shall be considered 10 be the
“Successful Bidder” upon:

i.

1.

continuing to be in compliance with all the terms and conditions of
eligibility:

payment ol the second instalment of the Uplront Pavment which is Rs
38,16,172/-(Rupees Thirty Eight Lakhs Sixteen Thousand One
Hundred and Seventy Two Only). as per the Tender Document:
furnishing the Performance Security pursuant to the Auction Rules.
valid for the period specified in the Tender Document and Mine
Development and Production Agreement (MDPA). for an amount cqual
o Rs. 3,81,61,718/- (Rupees Three Crore Eighty One Lakhs Sixty
One Thousand Seven Hundred and Eighteen Only). Pursuant to sub-
rule (1) of Rule 12 of the Auction Rules. the Performance Security shall
be adjusted every five vears so that it continues 1o correspond to 0.50%
of the reassessed value of estimated resources including the value of
any newly discovered mineral that may be included in the mining lease
deed on its discovery determined in accordance with the Auction Rules.
[n such case, bank guarantee constituting the Performance Security shall
be substituted with another bank guarantee of the same value issued in
accordance with Clause 10.2 of the Tender Document. which is tor the
revised amount or it the Performance Security has been provided
through a sccurity deposit. additional amount towards security deposit
shall be provided:

salistying the conditions specified in clause (b) of sub-section (2) of

scetion S of the Act with respect to a mining plan

-

2
<lpz ot



I

o

"y

|

The aplront payment for " M/s Bharath Mines & Minerals, ML, No: 2245"
Block is Rs. 3.81.61,718/- (Rupees Three Crore Eighty One Lakhs Sixty One
Thousand Seven Hundred and Eighteen Only). As required under Rule 10011
ol the Mineral (Auctiony Rules. 2015, Kirloskar Ferrous Industries Limited
has deposited the first instalment of the upfront pavment. being ten percent of
the upfront pavment. of Rs. 38.16,172/- through Demand Draft (DD) bearing
No. 023616 dated: 14.09.09.2018 which was received on 14.09.2018.

With reference to letter No. DMG/MLS/CCA/M12/2016-17 dated 23.08.2018
issued by DMG during the bid evaluation stage and thereupon the declaration
submitied. Kirloskar Ferrous Industries Limited has submitted the revised
bid seeurity on 11.09.201R for maintaining bid validity as 310 days from the Bid

Due Date ti.e. 20" August 2018,

. Grant of Letter of Intent

Accordingly. pursuant to Rule 10(2) of the Mineral (Auction) Rules. 2015
including its amendments. the Government of Karnataka is issuing this letier of
intent for grant of mining lease for * M/s Bharath Mines & Minerals, ML No:
2245" Block in Nandihalli village. Sandur Taluka. Ballari District over an extent

of 2447 Heetare Area of Forest land 1o Kirloskar Ferrous Industries Limited.

3. Conditions

[
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This letter of intent and the subsequent grant of aforementioned mining lease
shall be subject to the provisions of the Judgment. Act and the rules made
thereunder. as amended from time to time.

Kirloskar Ferrous Industries Limited shall be declared as the “Successful
Bidder™ and subsequently be granted the mining lease only upon satisfictory
completion of"all requirements under the Judgment. Act. rules made thereunder

¥

and the Tender Document.
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having cleared all dues to the Government ol Karnataka arising (rom
mining activity that the Preferred Bidder has undertaken in Karmataka i
the past. il such dues have been determined to be payvable by him n
terms ol the extant provisions of the MMDR Act. 1957 and the rules
framed there under. along with an undertaking that he shall also clear all
dues that the Government of Karnataka determines in future. pavable a
him in terms of the extant provisions ol the MMDR Act. 1957 and the
rules framed there under. to the Government ol Karnataka arising from
mining activity undertaken by him in Karnataka in the past. i such dues
have not been determined: and

having paid the actual expenses incurred by the Government of
R&R Plans.

survey. construction of pillars and DGPS survey within 60 dayvs of issuc

Karnataka on mine exploration. preparation of Provisiona

ol letter of intent. This amount is equal to Rs 2,89,16,848/-(Rupees
Two Crore Eighty Nine Lakhs Sixteen Thousand Eight Hundred

and Forty Eight Only).

The above activities shall be completed by the Preferred Bidder in accordance

with the timelines mentioned in the Tender Document.

(h)

{C)

Signing of the Mine Development and Production Agreement (MDPA)

Kirloskar Ferrous Industries Limited shall sign the Mine Development
and Production Agreement with the Government of Karnataka upon
obtaining all consents. approvals, permits. no-objections and the like as
may be required under Applicable Laws for commencement ol mining
operations.

Grant of mining lease

Subsequent to exeeution ol the MDPA. Kirloskar Ferrous Industries
Limited shall pay the third instalment of the Upfront Pavment which ix
Rs. 3.05.29.374/- (Rupees Three Crore Five Lakhs Twenty Nine
Thousand Three Hundred and Seventy Four Only). Upon such
payment, the Government of Karnataka shall issue a grant order and
thereafier within a period of 30 days a mining lease shall be executed in
tavour ol Kirloskar Ferrous Industries Limited as per Rule 10(6) of The
Mincral tAuction) Rules. 20135 . The date ol the commencement of the

period for which a mining lease is granted shall be the d;

executed mining lease is registered. @)(
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4. Validity

+ b This letter of intent is valid for a period of 30 months from the date of it
ssuance. within which time all the above conditions must be fulfilled and the
Mining Lease Deed must be executed between Kirloskar Ferrous Industries
Limited and the Government of Karnataka. In case Kirloskar Ferrous
tindustries Limited 1s unable 1o fullil all or any of the above conditions. then it
may submit an application to Government ol Karnataka. requesting for further
extension. It is in the sole discretion of the Government of Karnataka to extend
the validity of this letter of intent atter Kirloskar Ferrous Industries Limited
submits the reasonssjustification for non-compliance with any of the conditions:
which shall be due o events bevond the control of Kirloskar Ferrous
Industries Limited.

L2 the Government of Karnataka is satistied that a longer period is required to
ciable Kirloskar Ferrous Industries Limited to satis(y all or any of the above
conditions. it may extend the validity of this letter of intent for such period or
periods as the Government of Karataka may specify.

FA s amply clarified that Kirloskar Ferrous Industries Limited is obligated 10

ke Annual Pavments as per the provisions of the Tender Document.

Nindly return the duplicate copy of this Letter of Intent duly signed by
authorized signatory of the Company and furnish a suitable Board Resolution  in
ken of aving accepted the above terms and conditions. The accepted copy of Letter
ol Intent along with Board resolution should be submitted latest by 22.10.2018.
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