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KUDREMUKH

" MEMORANDUM |
OF
 UNDERSTANDING

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

2018-19.

The MoU contains the following:
Annexure-| : Brief about the CPSE

Annexure-ll Part-A : Mol Targets for 2018-19
& Part-B

Annexure-lll Part-A:  Trend Analysis

Annexure-lll Part-B : Trend Analysis
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Annexure-I|

| BRIEF ABOUT THE CPSE |

Name of the CPSE

KIOCL LIMITED

Status (Please tick)

Maharatna/Navaratna/Miniratnav/others

Schedule of the CPSE (Please

tick)

AV/B/C/D/ none

Purpose for which CPSE has

been setup and

business now

KIOCL Limited, a flagship Company under
Ministry of Steel, Government of India was
established on 02.04.1976 with an objective to
mine & beneficiate low grade magnetite iron ore
at Kudremukh Iron Ore mine in Chickmagaluru
District of Karnataka State. Under the expansion
plan, KIOCL has set up 3.50 MTPA Pellet Plant
and 0.216 MTPA Pig Iron Plant at Mangaluru.
The Mining Operations at Kudremukh was
stopped with effect from 01.01.2006 pursuant to
the order of Hon’ble Supreme Court. KIOCL
Limited is presently engaged in Pelletization and
manufacture of foundry grade Pig Iron,
conferred with the “Mini-Ratna-category-1"
status in 1999 under schedule-A & accredited
with  ISO-9001:2008, 1S0-14001:2004 and
compliant  with OHéAS:18001:2007. The
Company is in the process of resuming the
operation of Blast Furnace Unit which had been

kept under suspension since 05.08.2009.

R EEEEERYENE
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Any capital restructuring during
2016-17, i.e., buy back of
shares, issue of bonus shares,
issue of fresh shares, splitting of
shares and percentage of PAT

given as dividend

During 2016-17, KIOCL Limited has paid 48.97%
of PAT as dividend.

Whether shares are listed (if
yes, name of Stock Exchange
and price of the share as on
date)

Equity shares of KIOCL Limited are listed in
Metropolitan Stock Exchange of India (MSEI),
National Stock Exchange of India Limited (NSE)
and BSE Limited (BSE). Price of the share as on
date is Rs.220.50 as on 31.03.2018.

Any change in capacity during
the year or next year (MoU

Year)

No

Any business unit hived off or to
be hived off or added or to be
added during the year or next
year (MoU Year)

No

Brief about the Sector in which
the CPSE is operating and
national and international
environment, regulatory

environment etc.

KIOCL operates an iron ore pellet plant with an
annual production capacity of 3.50 million tons
which supply pellets to Steel Sector as raw
material. KIOCL is a port based EOU having its
own captive berth on west coast of India. Iron
Ore Pellets are used in steel making process as a

raw material. Steel is produced mainly through

1. Blast Furnace route which uses lumps/pellets
and
2. EAF / Induction Furnace route which uses

DRI. DRI is produced using high grade pellets.
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DRI grade pellet feed is not available in India.
KIOCL mainly supplies pellets to Steel mills
Blast

international markets. China which consumes

using Furnace in domestic and
around 50% of iron ore / pellets in export
market is KIOCL’s main overseas market. The
domestic market for KIOCL pellet is limited as
most of the major steel producers are equipped
with captive pellet plants. During last few years,
KIOCL has ventured in to manufacture of DR
grade pellets using imported high grade iron ore
concentrate, which has opened up new markets

in Iran and Middle East.

10.

Details of revival plan, if

approved

Not Applicable

11.

Any adverse comment by

Statutory  Auditors and its
impact on Revenue/Profit/Loss/

Assets/Liabilities

Nil comments of Statutory Auditor.

12.

Whether C&AG

the comments of

supplemented
Statutory
Auditor. If not, give details along
with impact

Nil comments of CRAG

' Sn

Number and Name of subsidiary
companies along with amount
invested and share in its profit

during last five years

Separate sheet may be attached, if more than
one subsidiary. Information may be separately
of each subsidiary and

given in respect

aggregated (consolidated) also.

Year Name of

subsidiary

Share in its profit
(Rs.)

Amount invested
(Rs.)

2012-13
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2013-14
2014-15 No Subsidiary
2015-16
2016-17
14.| Number and Name of Joint |Separate sheet may be attached, if more than

Venture companies along with

amount invested and share in its

profit during last five years

one Joint Venture. Information may be

separately given in respect of each Joint Venture

and aggregated (consolidated) also.

Year Name of Joint Amount invested Share in its profit
Venture (Rs.) (Rs.)

2012-13

2013-14

2014-15 No Joint Venture Companies

2015-16

2016-17
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ANNEXURE-II

PART-

A

COMPULSORY PARAMETERS

Sl.
No.

Performance Criteria Unit Marks| Current Best in MoU Targets %
Year 5 Years |Excellent| Very Good Fair Poor |Improv

(Estimate) 100% Good 60% 40% 20% | ement

80%

Turnover

Revenue from Operations Rs. 10 1321 1272 1500 1400 1300 1200 1100 5.98
Crore

Operating Profit / Loss

Reduction in Operating % 20 Rs.(113.03) | Rs.(104.17) 100 60 50 40 30
Loss/Deficit(s) over Previous Crore Crore
Year

Return on Investment

PAT/Average Net Worth % 20 0.70 2,30 2.00 1.50 1.00 0.75 0.50 114

Total (A) 50

PART

OPTIONAL PARAMETERS

iv,

Capacity Utilization

Utilization of Pellet Plant against % 10 57 49 62 57 50 45 40
installed capacity of 3.50 MTPY

Exports  as percentage  of| % 3 56 56 65 60 55 50 45 7.14
Revenue from Operations

Vi,

R & D, Innovation, Technology up-gradation parameter

Reduction in consumption of % 7 = - 10 5 4 3 2
Bentonite per MT of Pellet as
compared to previous year

il

CAPEX Rs. 5 = - 338% 275 200 175 150
Crore

viii,

Percentage of value of CAPEX % 5 - - 100 90 80 70 60 -
contracts / projects running /
completed during the vyear
without time / cost overrun to
total value of CAPEX contracts
running / completed during the
year

Number of days of inventory of] No. of 5 14.50 27.96 11 15 22 26 29 (3.45)
finished goods and work in Days
progress to Revenue from
Operation (Net)

Reduction in claims against the % 5 = ] 15 10 6 4 2
Company not acknowledged as
debt (Overall)

Human Resource Management

Assessment of level in line with Date 5 - - 01/12/18 | 01/01/19 | 01/02/19 | 01/03/19 | 31/03/19
People Capability Maturity Model
(PCMM) or its eguivalent in the
CPSE & placing the matter before
the Board for taking a decision
whether to go for up-gradation in
level and, if yes, getting the
approval for the timelines from
the Board and if no, justifiable
reason to be recorded in the
Board Resolution

Online Human Resource Date 5 - - 01/12/18 | 01/01/19 [ 01/02/19| 01/03/19 | 31/03/19
Management Systems (HRMS)
Implementation (consisting of
online employee data
administration, employee
self-service, exit procedure,
talent management, etc.) and
its integration with finance

Total (B) 50

Grand Total : (A) + (B) 100

*

IMC advised the CPSE/Administrative Ministry to get the same corrected in RE 2018-19 failing which 'Excellent Target' would increase to
Rs.1782.44 crore & targets at other levels would remain same.

. It was agreed that the targets finalized by the IMC are based on provisional/estimated figures submitted’by the CPSE for the year 2017-18. In case

of better performance of the CPSE as per actual results, the difference may be added to the targets for the year 2018-19 by the IMC. In case figures
for the year 2017-18 are recasted/restated in audited accounts, comparison of actual results shall be made based on recasted/restated figures.

. In working out achievements for the year 2018-19, quantified qualifications of CAG/Statutory Auditors would be adjusted in case of overstatement of

Revenue/Profit/Surplus or understatement of Loss/Deficit in addition to the negative marks prescribed in MoU guidelines.

. It was agreed that targets decided in MoU are unconditional and no offset will be allowed. Further evaluation would be subject to compliance of

additional eligibility criteria as contained in MoU guidelines.

Chsesw o U Eraktar CEED
Secretary to the Govt. of India Chairman-cum-Managing Director

Ministry of Steel KIOCL Limited

New Delhi, dated : 2.t 0\‘\‘ D—Ol@
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' ANNEXURE-III
PART-A
TREND ANALYSIS
Sl. Financial Performance Unit | Target | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 Current Year
No. Criteria v/s Actual | Estimated
Actual upto
Sept.,
2017
1 |Revenue from Operations - Rs. | Actual | 1159.12| 1532.37 628.84 205.57| 929.36| 763.88 1357.14
Gross crore
Revenue from Operations - Actual 976.29| 1272.34 534.14 184.02| 869.84| 729.06 1320.66
Net MoU - - - . - 1400 (EX)

2 a. Profit before Tax Rs. Actual 32.34 61.40 31.26 (89.67) 31.22 10.44 20.12
b. Other Incomes crore | Actual 205.18 174.93| 212.02| 213.82| 156.37| 78.23 133.15
c. Extraordinary & Actual 4 (9.36) - = (1.73) - -
Exceptional items
d. Prior Period Items Actual - - - - - - -
e. Operating Profit/Loss Actual | (172.84)| (104.17)| (180.76)| (303.48)| (123.42)| (67.79)| (113.03)
(a-b+/-c+/-d) MoU - - - 4 -|" 100% Reduction

(EX)

3 a. PAT Rs. Actual 31.05 39.94 30.82 (80.15) 47.93 8.51 13.16
b. Net Worth at year Croreé | Actual | 2094.24| 2124.53| 2149.66| 2062.41| 2101.56| 2090.05| 1886.63
end
c. Average Net worth Actual 2082.43| 2109.39| 2137.10| 2106.04| 2081.99 ~ 1994.09
d. PAT/Net Worth % Actual 1.49 1.89 1.44 (3.81) 2.30 0.41 0.70

MoU - - - - - 1.00 (EX)
e. Paid-up Share Capital Rs. Actual 634.51 634.51 634.51 634.51 634.51| 634.51 634.51
f. Gol share crore [ Actual 628.14 628.14| 628.14| 628.14| 628.14| 628.14 628.14
g. Reserves and surplus Actual 1459.73 1490.02| 1515.15| 1427.90| 1467.05| 1455.54 1252.12

4 |Total Expenses Rs. Actual 1149.13 1385.94 714.91 509.06( 1054.51| 831.67 1470.17

5 |Total Incomes crore | Actual | 1181.47| 1456.70| 746.17| 419.39| 1085.73| 842.11| 1490.29

6 |Total expenses/Total % Actual 97.26% 95.14%| 95.81%| 121.38%| 97.12%| 98.76% 98.65%

Incomes

7 |Detail of other incomes
a. Interest Rs. Actual 158.28 161.93 176.71 156.18 143.93 63.50 118.50
b. Dividend Crore | Actual - - - - - - -
c. Other Incomes Actual 46.90 22.42 35.31 57.64 12.44 14.73 14.65
d. Total Actual 205.18 184.35 212.02 213.82 156.37 78.23 133.15

8 a. Cash and Bank Rs. Actual 1415,76| 1715.80| 1764.49| 1956.75| 1845.01| 1378.75 1460.00
Balance and equivalent crore
b. Investmentin Actual - - - - -| 365.92 68.00
mutual funds
c. Investment in Actual - - - - - - -
shares other than
subsidiary/ JVs)

d. Total (a+b+c) Actual 1415.76| 1715.80| 1764.49| 1956.75| 1845.01| 1744.67 1528.00
e. Cash credit/ Over- Actual - - - - - - -
draft loan/ Short-Term

loan

f. Balance in Current Actual - - - f. - = - -
account

9 |Dividend paid/ declared for Rs. | Actual 6.34 8.24 6.34 6.34 23.47 - -

the year, excluding Dividend | crore
Tax

Note: Trend would be given for actual figures for preceding five years (audited) and estimates of current year i.e. previous
year to the year of which targets are being negotiated.
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; ANNEXURE-III
' PART-B
TREND ANALYSIS
sl. Financial Performance Criteria Unit Target | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 Current Year
No. v/s Actual Estimated
Actual upto
Sept.,
2017
1|Installed Capacity in resepct of
each product
a) Installed Capacity - Pellet Plant Million Actual 3.50 3.50 3.50 3.50 3.50 3.50 3.50
Tonnes
b) Installed Capacity - Pig Iron Lakh Actual 2.16 2.16 2.16 2.16 2.16 2.16 2.16
Plant Tonnes
2|Capacity Utilisation in respect of
h product
a) Utilisation of Pellet Plant % Actual 36 49 22 3 42 30 57
inst installed capacity of 3.50
against installed capacity o MoU | 71 49 51 51 40 55 (EX)
MTPY
b) Utilisation of Pig Iron Plant % Actual - - - - - ; -
against installed capacity of 2.16
LTPY MoU - - - - - - -
3|Contribution of each product in sales
a) Pellets % Actual | 99.43 99.84 99.69 99,32 99.99 99.99 99.99
b) Pig Iron Actual 0.57 0.16 0.31 0.68 0.01 0.01 0.01
4|New Orders received during the % Actual - = = s o . -
year MoU R R R R _ B _
5|Exports as a percentage of % Actual - - 12 35 56 56 56
Revenue from operations MoU z - 50 60 60 3
6|Development or Revenue from % Actual = - = B 4 < !
new products or product with new MoU
features ) B ~ N - ) -
7|Production efficiency parameters % Actual - - - - - - -
MoU - - - - - - -
8[Completion of milestone of clients % Actual - - - » - - -
orders/agreements without time MoU
overrun - - B B - N )
9|R&D, Innovation, Technology upgradation parameter
Reduction in consumption of Date of Actual
Bentonite per MT of Pellet as Completion [ mou New Intitiative
compared to previous year.
10(Market Share % Actual B, - - - - - -
MoU - 34 = = 5 5 =
11|CAPEX Rs. Crore | Actual 16.50 4.53 8.75 1.49 10.78 0.79 4.50
MoU - - 30 19 100 350 (EX)
12|CAPEX  contracts/ projects % Actual - - - - 3.08 - -
running/ completed without time/
cost overrun to total value of MoU - - - - 80 100 (EX)
CAPEX
13|Inventory of finished goods and Rs. Crore | Actual | 173,32 | 192.40 | 263.79 23.83 66.63 12.94 52.48
work in progress
14|Inventory of finished goods and % Actual 12 14 43 18 7 2 4
work in progress to RO (Net) MoU - - - = X B 5
15|Inventory of finished goods and No. of Days| Actual | 64.80 55.19 180.26 | 47.25 27.96 6.48 14.50
work in progress to RO (Net) MoU - - - - - 11 (EX)
16|Inventory of finished goods of Rs. Crore | Actual - - - = - = s
more than one year
17|Inventory of finished goods of % Actual - - - - - = =
more than one year as a MoU - : - _ _ _ -
percentage of RO
. Rs. Crore | Actual | 166.88 81.97 13.31 16.05 144.39 151.86 110.35
18|Trade Receivables (Net)
MoU - - - - -
19|Trade receivables (Net) as [No. of Days| Actual | 52.55 19.53 7.72 28.44 56.73 - 29.68
number of days of RO (Gross) MoU = - - - Not a Target




1

Sl. Financial Performance Criteria Unit Target | 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016-17 Current Year
No. v/s = Actual Estimated
Actual upto
Sept.,
2017
20|Claims against the Company not
acknowledged raised by:
Central Government Departments | Rs. Crore | Actual | 62.36 479.55 | 484.85 | 501.57 | 410.66 409.06 409.06
State Governments/ Local Actual | 149.65 | 149.65 | 149.65 | 189.98 | 189.98 195.29 195.29
Authorities
CPSEs Actual | 110.57 | 110.57 | 110.57 | 111.97 | 111.97 111.97 111.97
Others Actual | 45.03 39.48 65.05 21.40 31.33 31.57 31.57
Total Actual | 367.61 | 779.25 | 810.12 | 824,92 | 743.94 747.89 747.89
MoU = - - E = 10% Reduction
(Overall) - EX
21|Loans disbursed / Total Funds Actual = - - - - = =
Available MoU = % = 5 5 % =
22|Overdue loans / Total loans (Net) Actual = - - - - - -
MoU - - - E - = 3
23|NPA / Total loans (Net) Actual - - - - - - -
MoU - - - - - - -
24|Cost of raising funds as compared Actual - - - = - - -
to similarly rated CPSEs / entities MoU = = = = = 5 =
25|Return (share of profit/loss) on % Actual - - - - - - -
Investment in Joint Ventures MoU - - - - - - -
26|Any other  result-oriented Actual N - - - - - -
parameters taken for target MoU R - R - - - -

setting.

(40 d 60 d00¢0dJJEEdCCdIETIOCECTIIEToTID

Note : Trend would be given for actual figures for preceding five years (audited) and estimates of current year i.e. previous year to the
year of which targets are being negotiated.

RO : Revenue from Operations.
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