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(MEMORANDUM OF UNDERSTANDING |

KIOCL Limited and Ministry of Steel (MoS) agreed to enter
into Memorandum of Understanding (MoU) for the year
2015-16.

The MoU contains the following parts:

PART I : Vision, Mission & Objectives of KIOCL Limited.

PART II : Exercise of enhanced Autonomy and delegation
of Financial Powers.

PART III : Performance Evaluation Parameters and
Targets.

PART IV : Facilitation/Assistance from the Government.

PART V : Action Plan for Implementation and Monitoring
of the MoU.
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KUDREMUKH

VISION, MISSION & OBJECTIVES OF

KIOCL LIMITED

To emerge as a world class mining company with the highest
international standards of quality, productivity, technological &
environmental excellence and also as a leader in Beneficiation &
Pelletisation Industry in India and establish a global credence.

a) Lasting relations with customers and Vendors to ensure
smooth supply chain based on trust and mutual benefits.

b) Business with ethics & integrity.

c) To thrive to improve the socio economic condition in the
neighborhood of Company’s production center.

d) Continuous learning.

e) Adaptability to Technology and changing Global Scenario.

f)  Growth, recognition and reward for employees.

(Objectives)

a) Growth through expansion and diversification.

b) Explore new markets and segments.

c) Be competitive through cost reduction by change in
processes.

d) Open new vistas of business by creating diversified
Business Units.

e) To continue to invest in the capacity building of personnel
for improving the knowledge, skill & attitude.

f) To ensure customers’ satisfaction by providing prompt

and efficient dealing with customers and other business
associates.
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PART II 755

KUDREMUKH

EXERCISE OF ENHANCED AUTONOMY
AND
DELEGATION OF FINANCIAL POWERS

All powers available to MoU signing Miniratna Companies
will continue to be available with KIOCL Limited.
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(Assumptions:)

1. [Itis assumed that the raw material for production of Pellets
will be procured from outside sources.

2. M/s NMDC will ear-mark and supply major quantity of Iron
Ore Fines required for Pellet Plant.

3. The Railways will allot the required number of rakes for
movement of raw materials for the Pellet Plant.

4. Adequate quantity of water is available for the entire
operations at Mangalore.

5. NetWorthason 01.04.2016 estimated used for calculations
underdifferentcolumnsofperformance matrixis(in% Crores)
- Excellent 7 2192.22, Very Good % 2187.68, Good
¥ 2183.27, Fair¥ 2178.98, Poor% 2174.81.

6. Absolute value of Net Block under different columns of
performance matrix as on 01.04.2016 is ¥ 226.65 Crores
has been estimated and used for calculation.

7. Absolute value of Gross Profit under different columns
of performance matrix is (in ¥ Crores) = Excellent
2129.49, Very Good % 120.47, Good % 111.68, Fair
¥ 103.14, Poor ¥ 94.85

8. Absolute value of Net Profit (after Tax and before Dividend)
under different columns of performance matrix is
(in% Crores) = Excellent? 58.55, Very Good % 52.58,
Good % 46.77, Fair? 41.13, Poor % 35.65.

9. [Itis assumed to dispatch a total quantity of 1.800 million
tons of Pellets, out of 1.800 million tons, 1.000 million
tons assumed to be export sale and 0.800 million tons in
domestic market.

10. The Net Sales Realisation (NSR) is assumed on an average
@ % 7750/T for domestic sales and ¥ 8500/T for export
sales.

11. Itis assumed that total employee as on 01.04.2015 will be
938.
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Annexure-C

(Rs. In Lakhs)

Description Target “"GOOD"” Rs./ Ton
Total Quantity to be dispatched 18,00,000
Gross sales 1,63,634.00 9090.78
Less: Excise Duty (on DTA sales) 12,384.00 688.00
Less: Export Duty 4,250.00 236.11
Total Sales (A) 1,47,000.00 8166.67
Less:
Selling expenses 1,418.94 78.83
Net Sales 1,45,581.06 8087.84
Operating expenses - Variable
Cost
Raw Material - Iron Ore 1,07,040.00 5946.67
Limestone & Burnt Lime 904.50 50.25
Bentonite 529.20 29.40
Coke Fines 3,060.00 170.00
Furnace Oil 12,312.00 684.00
Power Charges 7,254.00 403.00
Stores and Spares 810.00 45.00
Total Variable Cost: 1,31,909.70 7328.32
Fixed Expenses
Power Charges 600.00 33.33
Stores and Spares 720.00 40.00
Salaries & Wages 7,000.00 388.89
Repair and Maintenance - PP 600.00 33.33
Rent, Rates, Taxes & Insc. 900.00 50.00
Misc expenses 708.00 39.33
Total Fixed Costs 10,528.00 584.89
Total operating expenses (A+B) 1,42,437.70 7913.21
Gross Margin 3,143.36

Documentary evidence: Cost sheet of Pellet Plant Unit duly certified by
Director(Finance) and authenticated by Auditor of the Company.
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PART - IV 755

KUDREMUKH

[ FACILITATION/ASSISTANCE FROM THE GOVERNMENT}

To assist the Company in regard to:

O/
0‘0

Support from MoS for resolving boundary dispute at
Karnataka Government level and for getting the forest
clearance from State Government and Ministry of
Environment & Forest for Iron ore Mines allocated to

them in Tumkur District.

Support from MoS for obtaining major quantity & quality
of Iron Ore Fines from M/s NMDC Limited for Pellet Plant

operation.

Support for allotment of required number of rakes by
Railways for movement of raw material for the Pellet
Plant.

Facilitation from MoS for obtaining permission to draw
water from Lakya Dam and pump through existing

arrangement to Mangalore.

To take timely action for filling up Non-official Directors
on the Board of KIOCL by 31.12.2015.

by taking up the matter with the appropriate Ministries/

Departments of the Government of India/Karnataka, wherever

necessary.

13
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KUDREMUKH

ACTION PLAN FOR IMPLEMENTATION AND
MONITORING OF THE MOU

(ACTION PLAN FOR IMPLEMENTATION OF THE MOU)

The Company has drawn-up monthly production plan for
Pellets. Every effort will be made to adhere to this plan.

The Company has also prepared shipment plan in
consultation with the offshore/domestic buyers for dispatch
of Pellets. Efforts will be made to ensure production of
required quality and quantity to meet the dispatch plan.
The Company will be in touch with buyers regularly to
ensure timely nomination of ships.

Every effort will be made for conservation of energy to
adhere to the Targets.

The company is making lot of efforts in the area of
maintaining pollution free environment and preservation of
ecology. These efforts will be intensified.

The Company has drawn up short & long term action plans for
its future operations. Actual implementation of these plans
will largely depend on extraneous factors and assistance
from the State Government and the Administrative Ministry.
Notwithstanding this, the Company will put in vigorous
efforts to make these plans a reality.

Due to non-availability of Captive Mines with KIOCL since
01.01.2006, the Pellet Plant at Mangalore is now being run
from Iron Ore sourced from NMDC and from other sources.
In order to achieve the production target of the Pellet Plant,
it is necessary to procure Ore from outside source. The
Company is planning to procure Iron Ore Fines from M/s
NMDC and from other sources for Pellet Plant operation.
This has to materialize in order to achieve the targeted
production of 2.00 million tones of Pellets at “Excellent”
level.

14
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KUDREMUKH

e The Performance Evaluation against MoU parameters shall
be carried out every month and monitored by the functional
Directors and CMD.

e The Performance Evaluation shall be submitted to the Board
on quarterly basis during the Board meetings for information.

e The joint review by KIOCL Limited and Ministry of Steel

shall be carried out at the end of each quarter in Quarterly
Performance Review Meetings.

L L. Bt

Secretary to the Govt. of India Chairman-cum-Managing Director
Ministry of Steel KIOCL Limited

New Delhi, dated: 30t March, 2015

15
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Foot Note : y 5

a) All internal documents would be signed by at least by
functional Director of Board.

b) There would be negative marking for non compliance
of Corporate Governance principles, non-compliance of
guidelines relating to the percentage fixed for procurement
from MSME, non-Compliance of DPE guidelines and CSR
provisions as per Companies Act and other non-compliance
of any directives of Government including submission of
data for Public Enterprises (PE) survey and MOSPI data
updating.

Authorised Signatory
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[Self declaration/Certification by CPSE}

It is hereby certified that the targets and actual achievements in
respect of financial parameters have been worked out as per MoU
Guidelines by adopting the norms and definitions laid down in MoU
Guidelines for the year 2015-16. In case, any deviation is found
at the time of appraisal of performance, DPE is free to evaluate
as per MoU Guidelines. CPSE has no right of claim in this regard.

A3 Ay

Authorised Signatory
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Self-declaration for compliance of
Directives of Government & Regulations

It is hereby certified that the CPSE has complied all the directives of
Government and requirement of regulators. In case, any deviation
is found at the time of appraisal of performance, DPE is free to
evaluate as per Guidelines, directives issued by the Government/
regulators. CPSE has no right of claim in this regard.

A

Authorised Signatory

18
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