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Subject: Milestones to be achieved by LOA holders before concluding
FSAs with concerned coal companies — Cement sector consumers

Sir,

Please recall the provisions in para 5 and 6 of the New Coal Distribution
Policy (N.C.D.P.) of 18.10.2007 elucidating policy for new consumers. The NCDP
provides that LOA would be issued by CIL and the recipient of LOA would be
required to meet certain stipulated conditions and achieve the milestones within the
validity period and thereupon approach coal companies for entering into FSA.
Such FSA would be completed within four weeks.

2, You may also recall that due to non-finalisation of milestones to be inclicated
in the LOA, CIL has not been able to issue LOAs in compliance with the decisions
of SLC (LT) taken in the meeting held on 2.8.2007. Further, the minutes or SLC
(LT) meetings for CPPs, Sponge Iron and Cement Plants held in November, 2007
have also been approved and minutes issued on 14.1.2008. CIL/SCCL are now
required to take further action for issue of LOA in respect of all recommended
applicants.

3 Meetings were held in this Ministry on 31.12.2007 and 10.1.2008 with the
concerned Ministries/CIL to finalise “milestones” to be achieved by units before
concluding FSAs with concerned coal companies. Subsequent to these
discussions, the competent authority has now approved, inter-alia, the milestones
for cement sector. A copy of the same is at Annexure-I.

4. Since the SLC (LT) now deals with applicants of power, cement and Sponge
iron units only, milestones for these sectors have been finalized and are being
intimated to you. In respect of other sectors/consumers, CIL/SCCL are required to
take action for finalizing the milestones.
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3. Further, while issuing LOA indicating “milestones™ and subsequent action
for entering into FSA, CIL/SCCL may keep in view the following :-

(a) CIL/SCCL shall finalise discharge of suitable obligations on the part of the
LOA holder, linked to EMD, in case of non-performance/delay in achieving
“intermediate milestones™ within the overall validity period.

(b)  While issuing LOA, it shall be made clear that in case stipulated milestones
are not achieved, EMD shall be forfeited and LOA shall automatically lapse. The
applicant, would, however be free to apply afresh.

(¢) If CIL/SCCL feel that any other additional milestone is required to be
achieved by applicant in the facts and circumstances of case unique to such
applicants, such conditions may be considered for inclusion as one of the
“conditions precedent to coming into effect of FSA clauses” and made part o FSA
provisions. Certain common conditions/recomendations have been indicated along
with milestones which may be inserted in FSA.

(d)  Since coal is no longer an essential commodity and the new policy provides
that coal supplies shall not be misused or diverted by FSA holder, suitable
provisions shall have to be included in LOA and FSA that in case of misuse or
diversion of coal or violation of related conditions of FSA, such FSAs shall be
liable to be suspended/terminated and an appeal mechanism shall also be
separately set up in coal companies/SCCL/CIL to deal with such matters. In all
such cases, it shall have to be ensured that sufficient deposits are with the coal
companies for forfeiture to deter any consumer-party to the FSA from profitable
diversion of coal.

(e) CIL/SCCL shall also make a provision in FSAs that consumers shall be
required to produce documentary evidence, on an annual basis, to prove that entire
coal released to them had been used for the purpose, for which it was released.
The consumers shall be required to put such relevant information concerning their
production and the consumption of coal on the website of CIL, by suitably
uploading the information as prescribed by CIL , for which CIL/SCCL shall devise
formats/form etc. to ensure that diversion of coal is highly discouraged/prevented.
W3/-






