6th July 2010

PRESS HANDOUT
This is the first Press Conference NMDC is holding after completion of the 8.38% divestment in March 2010, which fetched Government of India a sum of  about  
Rs. 10,000 crore.  The present shareholding pattern is: 1,95,567 Shareholders, with Government of India holding about 90%, ie, 357 crore shares, and the public, including financial institutions, holding about 10%, ie 40 crore shares.  The market capitalization is about Rs.1,05,402 crore.

The year 2009-10 was a year of challenges for NMDC.  In the beginning of the financial year, May 2009, the Essar pipeline was blasted by the Maoists at several places, placing NMDC under great strain on evacuation of iron ore.  The pipeline was an additional means of evacuation from Bailadila to Visakhapatnam for 7 to 8 million tonnes of fines, constituting about one-third of the total despatches from NMDC’s Bailadila projects.  The Company did all that it could do to compensate for the loss of sales and production caused by this disruption.  The Railway was co-operative enough to augment wagon supplies.  Road transport was also resorted to.  The result was that in 2009-10 NMDC was successful of making a sale of about 25 million tonnes of iron ore, and the turnover touched Rs.6239 crore, with a PBT of Rs 5207 crore

Even in the current year, 2010-11, the operation of the slurry pipeline has not been restored, and NMDC is almost exclusively evacuating its material through Railways.  Thanks to the continued co-operation of the Railway, NMDC could perform much better in the first quarter of this financial year in comparison with that of the previous year.   NMDC is grateful to the Railway for augmenting wagon supply and to the customers for their patience and diligence in organizing suitable lifting of the material from the pitheads of NMDC mines.

Pricing of iron ore has been a delicate subject.  NMDC was having a long-term price agreement with its major customers for a period of five years, which ended in 2009-10.  With effect from 1 April 2010, a new price agreement was due.  In order to make a new pricing system that is more realistic and more transparent and more equitable, the company took advice of an internationally renowned Consultant, M/s CRU Strategies of London.  

The CRU report has given a number of suggestions, which were considered by a high power sub-committee of the Board of Directors, and a new pricing formula was evolved, giving relief to the domestic steel producers to the extent possible.  The prices to be charged from long-term customers would now be determined not only by deducting from the FOB value of exports the expected Railway freight (unlike domestic railway price as in the past) and royalty but also by offering them a fixed discount of 5% over and above the pithead price so arrived at.  In order to protect the domestic customers from the volatility of international market (based on which prices are now fixed every quarter), it has been decided that only in the case of increasing prices only two-thirds of the increase will be passed on to the customers and the remaining part would be absorbed by the company.  In order to insulate the customers from the exchange rate variation, the exchange rate of Rupee in terms of Dollar has been kept as on 1 April with this month’s forward cover.  

These measures would give certain relief to the domestic customers when international prices of iron ore go extremely high.  By these initiatives, NMDC only tries to implement the vision of the Honb’ble Steel Minister Sri Virbhadra Singh, who has always expressed his desire that NMDC should evolve pricing formula which should take the middle path and protect the interest of the company and that of the customers to the extent possible.

The year ahead holds much promise to NMDC.  The commissioning of a new 
mine, ie, Bailadila-11/B, is expected by the end of this year.  Despatches are likely to improve, bringing in better realization, higher turnover and better profit.  NMDC, it is hoped, will excel its performance through the next three quarters and achieve all-time high records.
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