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CENTRAL EMPOWERED COMMITTEE

REPORT OF THE CENTRAL EMPOWERED COMMITTEE ON l.A. NO.
225561 OF 2023 IN WRIT PETITION (CIVIL) NO. 562 OF 2009 FILED
BY THE FEDERATION OF INDIAN MINERAL INDUSTRIES (FIMI),
SOUTHERN REGION, BENGALURU, BEFORE THE HON’BLE
SUPREME COURT OF INDIA FOR DISCONTINUATION OF MPAP AND
DISTRICT-LEVEL CEILING CAP IN THE STATE OF KARNATAKA.

BACKGROUND

The Applicant in this l.A. filed on 30.10.2023, is the Southern

Regional Branch of the Federation of Indian Mineral Industries, a non

profit company incorporated in 1966 under the Companies Act, 1956.

The prayer in this IA. is as follows:

I) Remove the Maximum Permissible Annual
Production (MPAP)restriction imposed on iron-ore
leases in the districts of Bellary, Chitradurga, Tumkur,
and Vijayanagara, Karnataka; AND

ii) Pass such other/further orders as this Hon’ble Court
may deem fit and proper, in the interest ofjustice.

2. In this LA., this Hon’ble Court, after the preliminary hearing, has

on 14.03.2024 passed the order as follows:

“Keeping in view the aforesaid position, we would request
the CEC, together with the Monitoring Committee and aid and
advice of the Oversight Authority, to undertake a complete
exercise in the three districts, and the respective mining leases
situated therein, and submit a report before this Court. While
undertaking the said exercise, they shall keep in mind the



parameters referred to in the report dated 13.03.2012. The CEC
will be entitled to take help and assistance of the scientific
domain experts who will examine data, including environmental
pollution data available/recorded in the districts from time to
time.

A copy of the said report will be filed before this Court
within a period of four months from today. While submitting the
report, it shall also be examined whether sub-caps in particular
areas should be fixed or caps should be increased or decreased.
In other words, the CEC will also examine whether a mining cap
must be imposed in an area for better compliance and
regulation.

Further, the CEC, the Monitoring Committee and the
OversightAuthority will examine whetherany form of regulation
like auctioning is required to be put in place for the sale of the
mined material. While examining this question, they will take
into consideration the data with regard to the royalty and other
cess etc., which were recovered when e-auctioning was
mandatory andpost the order dated 20.05.2022, whereby private
sales have been permitted.

The question of whether satellite mappings/images should
be undertaken with regard to each mine for the purpose of
ascertaining the mining activities including the sale and
disposal of the waste etc., will be examined by the CEC, the
Monitoring Committee and the OversightAuthority.

The CEC, the Monitoring Committee and the Oversight
Authority will be entitled to examine any other aspect, which
they feel is relevant for consideration of the issues and
questions referred to them.

In view of the directions given today, the application in l.A.
No. 225561 of 2023 shall await the report of the CEC.
Accordingly, the application is not finally decided.”



3. The background in this matter has been traced back to 2011 when

large-scale illegal mining was unearthed in three districts (Bellary,

Chitradurga, Tumkur) of Karnataka, leading to the closure of mining

activities and imposition of strict regulations by this Hon’ble Court. The

introduction of district-level ceiling caps and the setting of Maximum

Permissible Annual Production (MPAP) for individual mining leases were

among the key measures implemented to prevent further environmental

degradation~ illegal mining, and to ensure that mining activities were

carried out in a scientific and sustainable manner. The caps were also

intended to maintain inter-generational equity, ensuring that natural

resources would be available for future generations. In the present l.A.,

the Applicant has submitted that there has been substantial progress and

changes in the prevailing circumstances, of mining in Karnataka, which

have been acknowledged inter alia by this Hon’ble Court also. On account

of this, the very continuation of MPAP limitations is no longer necessary.

The Applicant has specifically highlighted the following reasons in support

of his prayer:

A. Restoration of Normalcy: The imposition of the Mining Production

Annual Plan (MPAP) was originally necessary due to an

extraordinary situation in Karnataka, as observed by this Hon’ble

Court. However, various judicial and regulatory measures have

since addressed these issues, restoring normalcy in the state’s



4

mining sector. In its orders dated 20.05.2022 and 26.08.2022, this

Hon’ble Court recognized significant improvements, noting that the

situation had vastly changed since 2017, when the ceiling limit on

mining was relaxed. this Hon’ble Court highlighted the progress

made over the past decade, balancing concerns of over-excavation

and intergenerational equity with the principles of sustainable

development. Despite acknowledging the substantial

improvements and support from stakeholders for removing the

mining cap entirely, this Hon’ble Court maintained a “cautious

approach” and declined the request to fully remove the MPAP limit.

The decision emphasized the need for a balance between

ecological conservation and economic development, even as

stakeholders, including the Government of Karnataka and the

Central Empowered Committee (CEC), have recognized the

improved conditions in the mining industry.

B. Improved legal framework: Since the imposition of the Mining

Production Annual Plan (MPAP) limits, several legal and regulatory

advancements have significantly strengthened mining oversight.

Key measures include the cancellation of leases held by Category

‘C’ violators, effectively reducing illegal operations. The

Government of India has also enacted amendments to enhance

the legal framework, including the Mineral Conservation and

Development Rules (MCDR), 2017, which introduced a star rating

system for sustainable mining practices. Additionally, mining plans

now require advanced surveying techniques such as Differential

Global Positioning System (DGPS) or drone surveys for more

accurate monitoring and compliance. A notable enhancement is the
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implementation of the Mining Surveillance System (MSS), a

satellite-based monitoring mechanism that detects illegal activities

around mining lease areas, automatically alerting state

governments to discrepancies. Furthermore, significant legal

modifications, including the auction regime and stricter penal

provisions for non-compliance, ensure robust regulatory oversight.

These enhanced frameworks have effectively reduced the risk of

illegal mining, providing safeguards for sustainable operations in

compliance with laws. However, the continued imposition of MPAP

in Karnataka’s four districts is seen as inconsistent with the updated

national rules, leading to legal disparities and litigation, despite

sufficient legal protections already in place.

C. Application of MPAP only in Karnataka is discriminatory: The

MPAP restrictions are unique to Karnataka and are not applied

anywhere else in the country, where mining operations follow

standard national laws. Production is regulated by the mining plan

and additional measures like environmental clearances. Given the

significant improvements in both mining and environmental

conditions in Karnataka, the extraordinary circumstances that led

to the imposition of MPAP’s no longer exist. As the situation in

Karnataka is now similar to other states, continuing to impose

MPAP solely in Karnataka is unjust and discriminatory, as the state

should be treated at par with the rest of the states of the country.

D. Iron ore production is sustainable and will not harm future

generations: There is a global and domestic surplus of iron ore,

with data from the Indian Bureau of Mines (IBM) and the United

States Geological Survey (USGS) showing adequate iron ore
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resources have continuously increased despite widespread

mining. Advances in technology and exploration have generally led

to the discovery of new reserves, ensuring sustainable supply. Iron

ore, essential for producing steel-a recyclable commodity-supports

a circular economy. Steel production and consumption are rising

worldwide, but future generations can reuse steel as scrap,

reducing the need for virgin iron ore. The Government of India is

promoting the use of scrap for steel production, exemplified by the

Vehicle Scrappage Policy 2021. Steel produced from scrap

conserves natural resources by using less iron ore, coking coal,

and limestone, while also consuming less energy and water,

resulting in lower pollution. By 2047, India aims for steelmakers to

use 50% recycled or scrap steel inputs to reduce 002 emissions.

However, the Maximum Permissible Annual Production (MPAP) in

Karnataka contradicts national policies. Current regulations

mandate that new lessees of auctioned mines achieve at least 80%

of the previous lessee’s annual production. This creates a disparity

where Karnataka mines are restricted by MPAP, while the rest of

the country encourages increased production.

4. This Hon’ble Court in its judgment dated 14.03.2024 has directed

that the CEO, together with the Monitoring Committee and aid and advice

of the Oversight Authority, will undertake a complete exercise in the three

districts, and the respective mining leases situated therein, and submit a

report before this Court. The abstract of directions of this Hon’ble Court is

as follows:



A. The CEC, together with the Monitoring Committee and aid and

advice of the Oversight Authority, should undertake a complete

exercise in the three districts, and the respective mining leases

situated therein, and submit a report before this on the issue of

Maximum Permissible Annual Production (MPAP) restriction

imposed on iron-ore leases in the districts of Bellary, Chitradurga,

Tumkur, and Vijayanagara in Karnataka

a. While undertaking the said exercise, the parameters referred

to in the report dated 13.03.2012 should be kept in mind.

b. The CEC will take the help and assistance of the scientific

domain experts who will examine data, including

environmental pollution data available I recorded in the

districts from time to time.

B. While submitting the report, it shall also be examined whether

sub-caps in particular areas should be fixed, or caps should

be increased or decreased. In other words, the CEC will also

examine whether a mining cap must be imposed in an area for

better compliance and regulation.

C. Further, the CEC, the Monitoring Committee, and the Oversight

Authority will examine whether any form of regulation, like

auctioning, is required to be put in place for the sale of the mined

material. While examining this question, they will take into

consideration the data with regard to the royalty and other cess,

etc., which were recovered when e-auctioning was mandatory and

post the order dated 20.05.2022, whereby private sales have been

permitted.
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D. The question of whether satellite mappings/images should be

undertaken with regard to each mine for the purpose of ascertaining

the mining activities, including the sale and disposal of the waste,

etc., will be examined by the CEC, the Monitoring Committee, and

the Oversight Authority.

E. Any other aspect that may be relevant

5. In compliance with the directions of this Honourable Court, the

Monitoring Committee was requested to submit their reply/response. The

CEC conducted detailed deliberations with the Monitoring Committee

during two meetings held on 16.04.2024, in Bengaluru, and 19.07.2024,

in New Delhi. The Monitoring Committee submitted its report on

19.08.2024, which is enclosed as ANNEXURE R-1 to this report.

6. Meetings and detailed discussions were also held with the FIMI

South and Karnataka Iron & Steel Manufacturers’ Association (KISMA) on

16.07.2024 and 19.07.2024. The detailed submissions dated 14.8.2024 of

the FIMI South and submissions dated 22.7.2024 of Karnataka Iron &

Steel Manufacturers’ Association (KISMA) are enclosed as ANNEXURE

R-2 and ANNEXURE R-3, respectively, to this Report.
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7. The Karnataka State Pollution Control Board (KSPCB) was asked

to provide the monitored data of Air Quality in respect of iron ore mines

and their surrounding areas working in four districts, viz., Ballari,

Vijayanagara, Chitradurga, and Tumkur, for the last ten years. The

KSPCB by its letter dated 01.08.2024 has provided the data and informed

that as per the Ambient Air Quality Monitoring (AAQM) Reports, in most

of the cases, the Particulate Matter (size less than 10 microns) or PM10

values in both Core and Buffer Zones are exceeding the stipulated

standard of 100 ~ig/m3 i.e. The National Ambient Air Quality Standards

notified by CPCB vide Notification dated 18.11.2009. A copy of the letter

dated 01.08.2024 of the Karnataka State Pollution Control Board is

enclosed as ANNEXURE R-4 to this Report.

REPORT OF THE MONITORING COMMITTEE

8. The Monitoring Committee has submitted its report dated

19.8.2024, which highlights the following points:

The proposal of fixing lease-wise annual production (MPAP)

for each ‘A’ and ‘B’ Category Mine was mooted by the Central

Empowered Committee (CEC) after having broad discussion

with all stakeholders like lessees, FIMI, MoEFCC, Government

Departments (Forest, Mines, Environment of Government of
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Karnataka) and after research & analysis of various limiting

factors. The concept with certain conditions was incorporated

in the CEC Report dated 13.03.2012 for mining leases in

Bellary, Chitradurga, and Tumkur districts. This Hon’ble Court

accepted the said recommendations vide orders dated

13.04.2012. and 18.04.2013.

ii. The CEC had recommended two broad categories of

regulations to mitigate the adverse impact of Pollution and for

Scientific and Sustainable Mining. These two categories

include:

(a) regulations within the leased area, including
encroachments; and

(b) regulations outside the leased area for the impact
zone.

iii. For category (a) within the leased area, the CEC had

suggested/recommended for preparation of the Reclamation

and Rehabilitation Plan (R&R Plan) for individual leases and

suggested certain guidelines. The R&R Plan also includes the

fixing of the Maximum Permissible Annual Production (MPAP)

as discussed in the above paragraphs.

iv. For the areas in category (b), i.e., outside the mining leases in

the impact zone, the CEC recommended the implementation of

a Comprehensive Environment Plan for Mining Impact Zone

(CEPMIZ) in the Impact Zone. The CEPMIZ included (a)

Biodiversity Conservation Plan, (b) Afforestation and Soil

Moisture Conservation Plan, (c) Physical Infrastructure

Development Plan, (d) Social Infrastructure Development Plan,
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and (e) Regional Monitoring Plan, and Mechanism. The said

recommendations have been accepted by this Hon’ble Supreme

Court in their order/s dated 13.4.2012 and 18.4.2013.

v. After a gap of five years, number of l.A.s, namely, l.A. No. 273 of

2017 instituted by M/s Karnataka Iron and Steel Manufacturers

Association(”KISMA”), l.A. No. 103342 of 2017 filed by the

Ministry of Mines, l.A. No.56562 of 2017 by FIMI South, State of

Karnataka and others to seek vacation of the order of this Court

for fixing an annual Ceiling Cap for districts and for further orders

allowing each lessee to operate and extract iron ore as per its

approved R&R Plan i.e.as per MPAP.

vi. In this regard, the Hon’ble Court had also considered the note

dated 23.08.2017 of Shri M.K Jiwrajka, the former Member

Secretary of CEC (ANNEXURE R-5) wherein he had suggested

having a consolidated Cap of 30.0 MMT excluding ‘C’ Category

mines. The CEC Report dated 14.07.2017 read with the

explanatory note thereto dated 14.10.2017 has stated about

availability of the additional infrastructure consisting of some

new road constructions by different lessees; construction of

railway sidings at Nandihalli with track lane of 13.6 km by M/s

JSW Steel Ltd. and installation of downhill conveyor belt with an

annual capacity of 5.0 MMT by NMDC (presently not working).

Considering the status on the R&R plans, mining reserves,

dumping areas, and evacuation infrastructure, the CEC in its

report dated 14.10.2017 had suggested as follows:
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a. Regarding Category ‘A’ & ‘B’ mining leases for ‘District

Bellary” the annual production cap for the district may

be enhanced by 3.0 MMT to 28.0 MMT.

b. The existing ceiling of 5.0 MMT fixed for ‘A’ & ‘B’ mining

leases for Districts Tumkur and Chitradurga may be

enhanced to 7.0 MMT.

c. With regard to Category ‘C’ mining leases which have

been e-auctioned to the end users, the production cap

of individual mining leases be regulated through the

limits approved in the R&R Plan without reference to

the general cap fixed for the district concerned.

vii. M/s KISMA had in IA No. 273 of 2017 petitioned before this Court

to allocate a separate production cap of 10.0 MMT for auctioned

Category ‘C’ leases, independent of the existing 30.0 MMT cap

for three districts. The State of Karnataka also submitted to the

Court that, in light of the growing national demand for iron ore,

the existing cap should be raised from 30.0 MMT to 40.0 MMT.

Additionally, the State suggested that, following significant

progress in implementing the Comprehensive Environmental

Plans for the Mining Impact Zone (CEPMIZ), the annual iron ore

extraction cap could potentially increase to 50.0 MMT. However,

this would be contingent upon the successful implementation of

key CEPMIZ initiatives, which are currently in the early stages

and have a long way to go for completion.
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viii. After thorough deliberation, this Hon’ble Court, in its order dated

14.12.2017, reviewed the facts, figures, and available

infrastructure in the three districts, and decided to increase the

district-wise Ceiling Cap for Category ‘A’ and ‘B’ mines to better

meet industrial demands. This Hon’ble Court raised the Ceiling

Cap for Bellary district (old) from 25.0 MMT to 28.0 MMT per year

and for Chitradurga and Tumkur districts combined, from 5.0

MMT to 7.0 MMT. This had raised the total production limit in the

three districts from 30.0 MMT to 35.0 MMT. The criteria for

setting the Maximum Permissible Annual Production

(MPAP) of leases remained unchanged.

ix. Subsequently, by its order dated 26.08.2022, this Hon’ble Court

raised the iron ore production ceiling for Category ‘A’ and ‘B’

mines in Karnataka. The cap for Bellary district was increased

from 28.0 MMT to 35.0 MMT, and for Chitradurga and Tumkur

districts collectively, from 7.0 MMT to 15.0 MMT. While the

Central Empowered Committee (CEC) recommended a full

relaxation of the ceiling, the Court took a cautious approach,

opting for a gradual increase to ensure scientific and sustainable

mining practices. This decision has balanced environmental

concerns with the need for economic growth, allowing for

controlled expansion in mining activities. This Hon’ble Court also

categorically held that:

“Conservation of the ecology and the environment
must go hand in hand with the spirit of economic
development and the fine balance between the two
goals is what is sought to be achieved even now.”
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x. Now that many “C” and expired “A” & “B” Category mines have

been auctioned and their Maximum Permissible Annual

Productions (MPAPs) determined, and also considering the

significant unused Ceiling Cap for “A” & “B” category mines in the

three districts, it is proposed that the cap for auctioned ‘C’

Category Mines and auctioned ‘A & B’ mines be combined

together with the cap of operating A&B category mines. This

Hon’ble Court may kindly consider this as indicated in its order

dated 14.12.2017 to establish a unified Ceiling Cap for all mines

in t e tate, including fresh lease mines.

9. The Monitoring Committee, after having detailed submission in its

report dated 19.8.2024, has inter alia made the following

recommendations; the same are reproduced herein for ready reference:

“That this Hon’ble Court has taken a consistent stand to

fix the Ceiling Cap for districts and MPAP of each mining

lease by taking the basic factors of (a) mineral reseives

in the lease area (b) area available for overburden/waste

dump(s) and subgrade dump(s) and (c) existing transport

facilities vis-à- vis traffic load of the mining lease and

adjoining mining leases through all the orders/judgments

dated 13.4.2012, 18.4.2013, 14.12.2017 and 26.8.2022

issued in this connection considering the imperatives of

the twin goals of industrial and economic development on

the one hand and the safeguard for scientific mining, the

protection of environment and biodiversity as also human

well-being on the other hand and also looked into to
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maintain inter-generational equity issues effectively

addressed. Further after analysis of all the facts and

circumstances of last 13 years, this methodology is found

most trusted based on scientific, sustainable and

intergenerational equity to fix the MPAP of each mine and

Ceiling Cap of districts. It is the considered view of the

Monitoring Committee that this methodology should be

kept continue to keep the balance between development

at one hand and protection of Environment and ecology,

biodiversity, intergenerational equity of the other hand.

The ceiling cap approved for the Bellary district (old) is 35.0

MMT and that for Chitradurga & Tumkur Districts is 15.0

MMT thus totaling 50.00 MMT/year. The current production

or allotted MPAP is around 31.240 MMT for Bellary &

Vijayanagara districts and 7.846 MMT for Chitradurga &

Tumkur districts thus having total MPAP of 39.086 for

running A&B mines. Hence, there is unutiized gap of

10.914 MMTIyear. This unutilized gap will further increase

in the passing years due to expiry ofA&B category of leases

in due course of time. During 2033-34, the unutilized gap

will be about 24.0475 MMT. With these facts and

circumstances, it is recommended that the MPAP of all the

four districts may be combined and a single MPAP may be

fixed to bring all the categories of leases under a single

umbrella as explained in detail in this report.
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iii. The Current MPAP of al/the running mines (30 Nos.) ofA&B

categories is 39.086 MMT. In addition, so far 17 C-category

mines and 7 expired A- & B-category mines have been

auctioned. Out of these, the total MPAP of 07 auctioned A-

& B-category mines is 5.852 MMT and the total MPAP of 17

C-category mines is 8.498 MMT. However~ out of the 24

auctioned mines, 16 are operational and the remaining eight

will take time to be operational; the total MPAP of the 16

auctioned, operational mines is 12.151 MMT In addition,

five mines have been auctioned after amalgamating A, B

and C category mines but these mines are also not likely to

be operational in the immediate future. Presently the total

assessed MPAP of the 30 operating A&B category

mines and 16 (out of total 24) auctioned operating mines

in A, B & C categories is [39.086+12.1511 = 51.237 MMT.

With these facts and circumstances as explained in this

report in detail, it is the considered view of the Monitoring

Committee to fix a single Ceiling Cap of 57.0 MMTperyear

of al/four districts for all category mines (Details are at para

A. VI. of this report of Monitoring Committee).

iv. As regards the present system of sale of Iron ore by the

lessees themselves, Monitoring Committee is of the

opinion that the status-quo may be maintained for the

present.

v. The drone sutvey mappings/images of each running mines

should be undertaken for the purpose of ascertaining the

mining activities including sale and disposal of the waste,
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etc. This exercise may be made mandatoty irrespective of

the size of the lease. The suivey should be carried out twice

a year (November-December and May-June) by each

lessee and the processed output (digital elevation model

(DEM) and Orth mosaic] images obtained from such suivey

or likewise be submitted to Mine and Forest departments.

This activity is in addition to the activities required to be

carried out by the lessees in pursuance to the provisions of

Rule 34A of Mineral Conseivation and Development

(Amendment) Rules, 2021.

vi. That the assessment of annual reseive quantity to be

extracted/exploited on sustainable basis is being done by

dividing the total available reseive by twenty for fixing of

MPAP in the R&R plans. This practice was in vogue at a

time when the leases were granted /renewed for a period

of twenty years. Presently, during the time of ore

enhancement also, the further/subsequent explored

reserve is being divided by twenty and MPAP is re-fixed.

This results in shortening of the life of the mine and may not

reach fifty years. Now, after Amendment in MMDR Act

2015, the lease period is fixed for fifty years. Hence it is

recommended that the available ore reserve should be

divided by fifty at the time of enhancement of MPAP, for

maintaining intergeneration equity and also for sustainable

and scientific mining.
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vii. The guideline issued by GOl vide notification dated

16.07.2018 has no applicability on ore-loaded vehicles

while they are plying on mine roads, village Idistrict roads,

mud roads and other intermediate roads joining the State!

National Highways. Such roads are not scientifically or

properly consolidated. This notification dated 16.07.2018

should not be considered for road capacity enhancement

for fixing the MPAP in these four districts. This is causing

a lot of consequential negative effects/severe damages

to such roads. This is not permissible and it is prayed that

this Hon’ble Court may issue direction to stop the practice

forthwith.

viii. The implementation of SPV/CEPMIZ as of now is in

preliminary stage and will take some time to become

effective. Additional infrastructure capacities which were

required to be created have not been substantially

developed to bear the additional transportation load etc.

This Hon’ble Court may direct to State that enhancement of

the MPAP of already running mines should only be

considered till the CEPMIZ becomes operational at field and

additional infrastructure capacities are found to have been

created at the satisfaction of CEC/Monitoring Committee.

ix. The MPAPs of M!s Vedanta Ltd. (ML No. 2677), M!s. R.

Praveen Chandra (ML No. 2294) and MIs. JSW Steel Ltd

(ML No. 0014 Old ML No. 2346) in Chitradurga district may

be ordered to be reassessed because of having severe

dust pollution (PMio) as shown in ANNEXURE R-6.”
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OBSERVATIONS AND ANALYSIS

10. As mentioned in para 4 above, this Hon’ble Court by its order dated

14.03.2024 has directed that the CEC, together with the Monitoring

Committee and aid and advice of the Oversight Authority, will undertake

a complete exercise in the three districts, and the respective mining

leases situated therein, and submit a report before this Court. A total of

five points were identified and the point-wise observations and analysis

is being submitted in the following paragraphs:

A. Comprehensive assessment regarding the Maximum Permissible

Annual Production (MPAP) restrictions on iron ore leases in

Bellary, Chitradurga, Tumkur, and Vijayanagara districts.

11. The concept of fixation of MPAP was conceived as sine qua non

for the protection of the environment and scientific mining, following the

discovery of large-scale illegal mining and environmental degradation in

the districts of Bellary, Chitradurga, and Tumkur. This Hon’ble Court has

then, as parens patriae, imposed these caps to protect the natural

resources while ensuring that the principle of sustainable development

and protection of the environment is followed, which this Hon’ble Court

has long upheld asjus naturelle.
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12. It has been observed that the following should be considered to

make any recommendations on the prayer of the Applicant in this l.A.

(i) This Hon’ble Court has on 21 .03.2017 inter alia held as
under:

“22 However~ at the same time, we must
convey our approval to the integrated mining and part of
the railway infrastructure that is proposed, namely,
construction of the conveyor belt system; railway sidings
and railway sub-lines. It is only once a decision is taken
on raising the aforesaid infrastructure and noticeable
headway in the matter of execution thereof is reached,
that the other ameliorative and mitigative socio-economic
measures can have any relevance. This is because it is
the limited infrastructure that have been indicated above
i.e. conveyor belt, railway sidings and railway sub-lines
which would constitute the most significant steps towards
controlling the environmental pollution that persists on
account of open movement of iron ore by road. It is only
after controlled and regulated movement of iron ore is
achieved that the other soclo-economic measures should
be undertaken so as to produce meaningful results.

24 All that we deem fit for the present is to call
upon State of Karnataka and the CEC to submit a
detailed proposal with regard to implementation of the
Scheme of construction of conveyor belt system in
respect of existing leases and the details of the project
relating to the construction of railway sidings and railway
sub-lines.”
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(ii) This Hon’ble court vide order dated 13.09.2017 had also
observed as under:

“3. By our previous order dated 21.03.2017, we have
made it clear that the truncated scope of consideration,
insofar as implementation of CPMIZ is concerned, would
be the issues of relating to a conveyor belt system; railway
sidings and railway sub-lines. Consideration of all other
aspects of the Scheme recommended by the CEC was
deferred.

4. Having now considered the matter~ we are of the view
that what has been stated by Shri Jiwrajka in paragraph
24 of the note submitted to the Court is a suggestion that
the Court would like to act upon. The said suggestion is to
the effect that as nine mines mentioned in paragraph 24
produces about 80% of the iron-ore in the Districts of
Bellary and Chitradurga, the primary concentration of the
Court to control pollution and ensure a safe environment
should be, in the first instance, in respect of the aforesaid
nine mines. The names of leases and the otherparticulars
asset out in the note of Shri Jiwrajka is extracted below:

S.No Name of the Lease District MPAP
1 NMDC Ltd.(ML No.1111) Bellary 6.00 MMT
2 NMDC Ltd.(ML No.2396) Bellary 6.00 MMT
3 MML (ML No.2605) Bellary 1.06 MMT
4 MML (ML No.2629) Bellary 3.00 MMT
5 Sesa Goa (ML No.2677) Chitradurga 2.29 MMT
6 MSPL (ML No.2416) Bellary 1.80 MMT
7 SMIORE (ML No.2580) Bellary 1.60 MMT
8 B.Kumar Gowda (ML Bellary 1.26 MMT

No.2516)
9 VESCO (ML No.2296) Bellary 1.10 MMT

TOTAL 24.11 MMT
79%
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5. Out of the aforesaid nine mines two mines of NMDC
can be left out of consideration for the present as there is
a conveyor belt system already operating therein. Insofar
as MSPL (ML No.2416) is concerned, there is a special
suggestion of Shri Jiwrajka keeping in mind that the
aforesaid lease is expiring in 2022 which is to the effect
that the costs should be borne proportionately. In the
remaining six mines/leases conveyor belt system should
be set up by the lessees themselves. Insofar as railway
sidings is concerned, it has been stated by Shri Jiwrajka
that railway sidings would be required only in three of the
leases, namely, MML (ML No.2605), B.Kumar Gowda
(MLNo.2156) and VESCO (ML No.2296). Insofar as
railway sub-lines are concerned, it is the suggestion of
Shri Jiwrajka that only two sub-lines i.e. between
Lakshmipur Cross and Dharmapura (about 4-5 km
inlength) & between Sandur existing line and Susheel
Nagar (about 11 km in length) will be required.

6. Having regard to the immediate need for environmental
protection and the imminent necessity to place adequate
measures as a part of the PMIZ, we are of the view that
to begin with steps should be taken to examine the
aforesaid proposal contained in the note of Shri Jiwrajka.
To enable smooth execution of the proposal, as indicated
above, we are of the view that a meeting should be
convened by the CEC in which all the stake-holders
should be present. All issues including who has to bear
the cost, keeping in mind the long term benefits that would
come to the lessees and, perhaps, in the distant future to
others who are not before the Court, should be debated,
discussed and attempted to be resolved in an amicable
manner. The CEC will invite the seven lessees (barring
NMDC), the representative(s) of FIMI (Southern Region),
the representative(s) of State of Karnataka, the
constituents of the SPV and also such other stake holders
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who the CEC may consider, at different points of time,
necessaty to facilitate a resolution of the matter.

7. The Rail India Technical and Economic
Services(RITES), RITES Bhawan, 1, Sector 29, Gurgaon,
Haryana and Central Mine Planning and Design Institute
Ltd. (CMPDIL), Gondwana Palace, Kanke Road, Ranchi,
Jharkhand shall also be asked to participate in the
meeting and offer their suggestions and views as to the
extent of work that would be required to be done, the
feasibility thereof in the light of suggestions, contentions
and counter contentions that may be advanced. That the
infrastructure contemplated should be an integrated one
also will be kept in mind in the deliberations to be held.
The CEC will thereafter submit a report to this Court
indicating the feasibility of the suggestion of Shri Jiwrajka
and the alterations/modifications of the said suggestions
that would be required to be made to ensure due and
proper implementation thereof so as to ensure that the
objective behind the CPMIZ is achieved.

8. As RITES and CMPDIL are professional bodies and
would be required to render professional opinion in the
matter they would be entitled to their usual remuneration
which will be paid by the CEC. We would expect the CEC
to act promptly in the matter and submit a report to this
Court within a period of six weeks from today.

(ii) The judgment dated 14.12.2017 of this Hon’ble Court

In the above circumstances, we are of the view
that no separate cap for category ‘C’ mines need to be
stipulated at this stage except to reiterate the fact that
such an exercise may be performed at an appropriate
time and a separate cap for such mines (newly
auctioned) will be worked out, independent of the cap



24

revised by this order for the 3 districts. While doing so the
infrastructure and other relevant parameters for mining
and evacuation of mined material, that may become
ready and available at that relevant point of time, will
naturally be considered.”

(iv) Further, this Hon’ble Court took up the issue of CEPMIZ,
including the Conveyor Belts, Railway Sidings, etc. on
21.04.2022 and held as under:

“1. Based on the direction of this Court dated 21.03.2018,
the State of Karnataka had submitted the plan on
11.10 2018 being a “Comprehensive Environment Plan
for Mining Impact Zone(CEPMIZ)” for the districts of
Ballari, Chitradurga and Tumkur in order to restore the
environmental damage caused in the area by large scale
illegal and reckless mining and to ensure that the
environment in the area may not suffer from any such
abuse and destruction in future. The Central Empowered
Committee (‘CEC’)had recommended approval of the
plan, with certain modifications, vide its reports dated
22.10.2018 and 16.4.2019.

2. . .(x) Implementation of the railway infrastructure as per
the Railway Backbone Report, including DPRs of railway
sidings and sublines submitted to this Court may be
considered by the Oversight Authority and implemented
as may be required.”

(v) The Hon’ble Oversight Authority, in its report dated
29.07.2022, observed as follows:

“The Oversight Authority as at present in unable to
express its firm opinion in the matter in view of the
conflicting reports submitted by Central Empowered
Committee and the Monitoring Committee. It is not for the
Oversight Authority to express any opinion as to whether
the Monitoring Committee has exceeded its brief in
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joining an issue with Central Empowered Committee by
pleading for continuation of the ceiling limit. Be it as it
may, it is just and necessary to gather some further
evidence in the matter of ‘current available road
infrastructure~ ‘existing as well as improvements made
to transport infrastructure’. There is no evidence as such
made available for the perusal of the Oversight Authority
as to what are the developments that have taken place
between today and 20.05.2022 i.e. when the Hon’ble
Supreme Court of India passed the Orders referred to
hereinabove.”

(vi) The Judgement dated 26.8.2022 of this Hon’ble Court

“16. This Court has generally accepted the
recommendations of the CEC when it comes to the
ceiling limit. In the present case, the CEC has
recommended a complete relaxation of the ceiling limit.
But we are not inclined to allow the same in toto. Rather,
the situation merits a cautious approach, keeping in view
the concerns raised and to ensure that any changes in
the situation with respect to the mining activity in the
State of Karnataka is brought about gradually, we are of
the opinion that the ceiling limit of iron ore mining may be
raised from 28 MMT to 35 MMT for District Bellary, and
from 7 MMT to 15 MMT for Chitradurga and Tumkur
Districts collectively.”

(vii) In this l.A., this Hon’ble Supreme Court has on
14.03.2024 passed the order as follows:

While undertaking the said exercise, they shall
keep in mind the parameters referred to in the report
dated 13.03.2012. The CEC will be entitled to take help
and assistance of the scientific domain experts who will
examine data, including environmental pollution data
available/recorded in the districts from time to time.”
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13. It is evident from the submissions made in the preceding paragraph that

while coming to any conclusion about MPAP, the main points to be considered

are:

(i) Encroachments in the form of pits, overburden dumps, and

others by smaller/medium-sized mines.

(ii) Resource availability.

(ii) Status of establishment of infrastructure, i.e. conveyor belt,

railway sidings, and railway sub-lines.

(iii) Status of impLementation of~Environment

Plan for Mining Impact Zone (CEPMIZ)”

(iii) Status of environmental pollution in the leased/ outside

leased area

These ave been discussed in the following paragrap 5.

14. In Karnataka, only a few iron ore mining leases exceed an area of

300.0 hectares, such as those held by M/s NMDC, M/s SMIORE, and

M/s MSPL(now expired). Most leases are much smaller in area, with 117

mines are/were under 50 hectares, 27 mines between 50 and 100

hectares, 13 mines between 100 and 150 hectares, and five mines

between 150 and 300 hectares. The smaller leased areas have led to

widespread encroachments, such as pits and overburden dumps with

restrictions /controlled administrative laws and require monitored

management. The total area under encroachment in 2012, as per the
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findings of the Joint Team, ordered by this Hon’ble Court, was 1723.63

ha. As a result, overburden dumps and waste management have become

limiting factors for fixing the Maximum Permissible Annual Production

(MPAP). Compared to larger mines in states like Odisha, Karnataka’s

smaller lease areas make open-ended annual production impractical, as

it would encourage further encroachments and pollution load. Therefore,

maintaining a Ceiling Cap with scientifically worked/fixed MPAP is

essential to control production, manage overburden dumps effectively,

and prevent unauthorized expansions, ensuring sustainable and

scientific mining practices in Karnataka.

15. The availability of resources is a key factor in determining the

Ceiling Cap for iron ore extraction in districts. For finite, non-renewable

resources like iron ore, applying a strict Ceiling Cap is essential to ensure

intergenerational equity and sustainable development. The Bellary district

holds approximately 1,992 MMT of haematite iron ore and manganese,

while Chitradurga and Tumkur districts possess 296.17 MMT and 177.37

MMT, respectively, totalling 2,465 MMT, as reported by the Mines &

Geology Department, Government of Karnataka. After accounting for

approximately 150 MMT removed since 2020, 2,315 MMT remains

available. If extraction continues at 50 MMT per year, these reserves and
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resources will last for 46 years. At a rate of 55 MMT per year, the

reserves and resources would last 42 years, and at 57 MMT per year,

they would last 40 years. This highlights the necessity of carefully

managing extraction rates to preserve resources for future generations.

Furthermore, as per the prevailing practice, the available reserves and

resources were/are being divided by 20 years to fix MPAP, as the lease

period was granted for 20 years before 2014. However, this method

shortens the extractable ore of the mine’s lifespan, preventing it from

reaching the now-extended 50-year lease period under the MMDR Act

2015. To ensure intergenerational equity and promote sustainable

and scientific mining, it is recommended that while considering

MPAP enhancement, the available ore reserve shall now be divided

by 50, aligned with the current 50-year lease period.

Note # the phrase ‘and resources’ has been added at three places in
this para in accordance with the ‘View of the Hon’ble Oversight
Authority’ vide his letter dated 03.12.2024.

16. It has been observed that the road capacity for mining-related

transport is currently being calculated using Indian Road Congress (IRC)

guidelines, which are designed for long stretches of rural highways

accommodating mixed traffic. These guidelines are improperly applied to

mining roads and mud roads that connect mining leases to State and

National Highways as these mining roads are not scientifically or
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adequately constructed to handle the heavy traffic loads and axle weights

involved in ore transportation. The Ministry of Road Transport &

Highways, Government of India has also issued a notification on

18.07.2018 regarding maximum safe axle weights for different vehicle

types, including mineral-carrying vehicles under rigid, trailer, and semi

trailer categories. However, this notification does not apply to ore-loaded

vehicles traveling on unsurfaced mine roads, village, district, or mud

roads, which are often poorly consolidated and unfit to bear such heavy

loads. These guidelines are also being incorrectly used to justify road

capacity enhancement for fixing the MPAP (Maximum Permissible Annual

Production) in mining districts. The result is severe and ongoing damage

to these roads, leading to safety hazards, environmental degradation, and

infrastructure deterioration. Therefore, to promote safer and more

sustainable transport practices, the use of IRC guidelines and the

Ministry’s axle weight notifications should be discontinued when

determining the road capacity of such mining roads.

A copy of the Notification dated 18.07.2018 of the Ministry of Road

Transport & Highways, Government of India, is enclosed as ANNEXURE

R-7 to this Report.
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17. The lack of proper road infrastructure is also evident from the very

high number of 330 road accidents and 126 deaths in the impact zone

during 2022-2024, according to the Police Department of Karnataka.

Large quantities of iron ore are transported daily via roads using trucks.

According to data from 2021-22, 1,05,700 to 1,58,399 MT of iron ore was

transported daily, utilizing around 4000 trucks per day. The increase in

dispatch from 38.84 MMT in 2021-22 to 43.56 MMT in 2023-24 (an

additional 4.72 MMT) has proportionally raised the number of trucks on

the road to around 5,500 per day. This heavy traffic on the roads is

expected to increase, especially with more than 45.0 MMT of ore being

dispatched from this year onwards. The growing number of trucks will

exacerbate road congestion, potentially reverting to pre-2011 conditions.

To alleviate this, switching to transportation via railways, conveyor belts,

and railway sidings is essential, which can be achieved by implementing

the CEPMIZ. Currently, NMDC’s Dhoni mine and Nandihalli Railway

siding use rail transport, but further infrastructure development is needed.

The status of railway projects under CEPMIZ, as informed by KMERC, is

as follows:
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SI• Date Brief Description
No.

Two projects approved by Hon’ble Oversight Authority

1. Providing Susheelnagar PFT (Railway Sidings and Subline)

1 30.07.2022 in Sandur Taluk, Ballari District- Project cost Rs. 258.72
Crores

2. Providing Dharmapura PET (Railway Sidings and Subline) in
Sandur Taluk, Ballari District- Project cost Rs. 276.99 Crores

2 23 02 2023 SWR sought consent of JSW for taking off from their existing. . JSW Nandihalli siding

JSW issued No Objection Certificate (NOC) for utilizing Railway
3 08.09.2023 line of 8.65 Kms for transportation of ore from proposed

Dharmapura and Susheelnagar PETs

4 20.01.2024 Security deposits made to SWR for issue of approval for twosidings

5 02.02.2024 M0U signed with JSWfor shared corridor
07.02.2024 .

6 & Detailed Project Reports & Engineering Scale Plans of Two PETs
08.02.2024 approved by South Western Railways

7 28.02.2024 Correspondence with DC, Ballari for processing Land acquisition

8 27 06 2024 Finance Department issued 4(g) exemption for appointing RITES. Ltd. for PMC services

9 29.06.2024 LOA issued to RITES for submission of draft M0U

10 31.07.2024 Draft MoU submitted by RITES

11 24.09.2024 Legal scrutiny of MoU

12 30.09.2024 Meeting with RITES for submission & finalization of M0U

13 03.10.2024 Final Draft sent to RITES for their consent

18. This Hon’ble Court has on 21 .03.2017 inter alia held as under:

“22 However at the same time, we must
convey our approval to the integrated mining and part of
the railway infrastructure that is proposed, namely,
construction of the conveyor belt system; railway sidings
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and railway sub-lines. It is only once a decision is taken
on raising the aforesaid infrastructure and noticeable
headway in the matter of execution thereof is reached,
that the other ameliorative and mitigative socio-economic
measures can have any relevance. This is because it is
the limited infrastructure that have been indicated above
i.e. conveyor belt, railway sidings and railway sub-lines
which would constitute the most significant steps towards
controlling the environmental pollution that persists on
account of open movement of iron ore by road. It is only
after controlled and regulated movement of iron ore is
achieved that the other socio-economic measures should
be undertaken so as to produce meaningful results.

24 All that we deem fit for the present is to call
upon State of Karnataka and the CEC to submit a
detailed proposal with regard to implementation of the
Scheme of construction of conveyor belt system in
respect of existing leases and the details of the project
relating to the construction of railway sidings and railway
sub-lines.”

The increase in MPAP for various leases will further raise truck

density on the roads, as progress in developing conveyor belts and railway

sidings remains limited. Several Conveyor belts were subsequently

proposed to be built along with a few railway sidings and railway sub-lines.

Some additional infrastructure consisting of some new road constructions

by different lessees; construction of railway sidings at Nandihalli with track

lane of 13.6 km by M/s JSW Steel Ltd. and installation of downhill conveyor

belt with an annual capacity of 5.0 MMT by NMDC is in place (it is not

operational) but overall, the progress as on date is extremely poor. JSW’s
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conveyor belt transports an average of 12,638 MT per day, or 385,470 MT

per month, which is insufficient. Additionally, NMDC’s 5.0 MMT capacity

conveyor belt at Kumaraswamy mine remains non-operational, with no

evacuation expected for another 3-4 years due to delays in constructing a

new crushing plant.

19. The Hon’ble Supreme Court of India after considering the

recommendation of the Central Empowered Committee (CEC), has

accorded in-principle approval of the “Comprehensive Environment Plan

for Mining Impact Zone (CEPMIZ)” for the districts of Ballari, (including

newly carved out district of Vijayanagara), Chitradurga and Tumkur to be

implemented over a period of 10 years and appointed an Oversight

Authority for approval of individual projects and supervision of its

implementation on 21.04.2022 in order to restore the environmental

damage caused in the area by large scale illegal and reckless mining and

to ensure that the environment in the area may not suffer from any such

abuse and destruction in future. As per information received from

KMERC, 368 projects of value Rs.7955.49 Crores have been approved

till 30.09.2024. The status of the projects, sector-wise fund allocation,

approvals issued, and progress as on 30.09.2024 is as follows:
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Amount in Rs. Cr.
No

CEPMIZ No. of Total of ProjectsS. Name of the Fund Approved approved under ExpenditureNo Sector Allocation Proposals Project ImplementatiCost on

I Eco-Restoration 2655.75 83 1353.31 28 36.58

2 Agriculture and 1602.98 74 1066.35 0 0.00Allied Activities
Roads &~ Communication 2559.17 53 1458.12 12 1.39

4 Education 1166.01 52 869.38 0 0.00
Drinking Water,

5 Sanitation & 4929.84 32 866.60 3 0.14
Rural Roads
Development of

6 Vulnerable 1082.64 25 383.61 0 0.00
Sections

7 Irrigation 1006.7 16 577.61 14 34.16
8 Health 1915.78 15 420.82 9 1.04

Skill~ Development 538.24 11 154.81 7 42.75

10 Housing 1193.88 4 260.95 0 0

~ Railway 5271.96 2 535.71 2 554Infrastructure

12 Physical 884.36 1 8.22 0 0.00Infrastructure
Total 24996.30 368 7955.49 75 121.61

District-wise fund allocation, approval issued, and progress so far are as
follows:

(Amount in Rs. Cr.)

Total NoofCEPMIZ No. of Projects

~: District Fund Approved approve under ExpenditureAllocation Proposals d Project ImplementCost ation
1 Ballari 14651.70 109 3572.64 17 32.95

2 Vijayanaga 3998.25 57 840.51 19 22.05ra

3 Chitradurg 3792.30 121 2157.37 30 43.95a
4 Tumkur 2554.05 81 1384.97 9 22.67

24996.30 368 7955.49 75 121.61
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It may be noted from the above that the implementation of CEPMIZ

is in the initial stage and has to go a long way. In 2012-13, it was

anticipated that once the Physical Infrastructure Development Plan,

covering roads, railway connections, water, and power infrastructure, was

fully implemented, the permissible annual production from mining leases

could increase. However, as per the above data, progress remains slow.

The situation underscores the urgent need for accelerated CEPMIZ

implementation. As has been noted by this Hon’ble Court in its order dated

14.12.2017, the State Government of Karnataka is also of the view that

the annual cap upon iron ore extraction could be gradually increased to

50.0 MMT per year, subject to the successful implementation of the major

items of the CEPMIZ.

20. Pursuant to the Hon’ble Court’s order dated 05.08.2011, ICFRE

prepared a Macro-EIA Plan for Bellary, Chitradurga, and Tumkur districts,

highlighting significant environmental concerns. One key finding was the

deterioration of Ambient Air Quality (AAQ), with Suspended Particulate

Matter (SPM) and Respiratory Particulate Matter (RPM) reaching alarming

levels. The situation of Ambient Air Quality has not changed much even

now. Additionally, both surface and groundwater quality have also

worsened. A perusal of data on Ambient Air Quality, specifically Particulate
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Matter (PM10), from 2013 to 2023 for active mines as obtained from the

Karnataka State Pollution Control Board (ANNEXURE R-4) clearly

indicates that in almost all cases, the situation has deteriorated. Analysis

indicates critical air quality issues in mines operated by M/s Vedanta Ltd.,

MIs R. Praveen Chandra, and the BBH mine (M/s JSW Steels) in

Chitradurga district, necessitating immediate action. Notably, high levels

of MPAP in smaller leasehold areas correlate with increased dust pollution.

To mitigate these issues, reducing MPAP in affected mines is

recommended by the Monitoring Committee. A detailed list of mines where

RPM levels are critically high is attached as ANNEXURE R-6. Immediate

interventions are essential to safeguard public health and the

environment in these regions.

21. The recommendations for lease-wise ceiling (MPAP) were based on

several logistical challenges, such as clustered mines, small leased

areas, limited dumping space, poor road networks, and limited reserves.

Although the Indian Bureau of Mines (IBM) approved mining plans,

environmental clearances (EC) by MoEF&CC, and consent for operation

(CEO) by KSPCB often allow higher production levels. These approvals

do not consider critical constraints like ore reserves, road carrying

capacity, and overburden management as fixed by this Hon’ble Court on
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the recommendations of CEC. As a result, extracting minerals according

to these approvals would overwhelm existing infrastructure, causing

heavy truck traffic, pollution, and environmental degradation, including

adverse effects on forests, agriculture, and human health. The Monitoring

Committee acknowledged some recent infrastructure improvements,

including better roads and the installation of a conveyor belt by JSW Steel

Ltd. However, many logistical bottlenecks persist, and ore transportation

still largely relies on trucks, leading to a minimal reduction in vehicle

traffic. Given these constraints, the Monitoring Committee has suggested

maintaining the MPAP for individual leases within the district Ceiling Cap

for all three Categories ‘A’, ‘B’, and auctioned ‘C as well as expired

auctioned ‘A’, ‘B’ leases and new ones, subject to a pro-rata reduction if

MPAPs exceed the Ceiling Cap. The district Ceiling Caps were set based

on the Macro Environmental Impact Assessment (EIA) plan, ensuring

scientific and sustainable mining, which considers environmental

protection. The Monitoring Committee has also recommended

reviewing the Ceiling Cap only after infrastructure projects by the

Karnataka Mining Environment Restoration Corporation (KMERC)

are fully implemented and if sufficient reserves are available to

ensure intergenerational equity.
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22. Hence given in the current situation of various related aspects of the

issue explained above, to comply with the order of this Hon’ble Court

passed on 26.08.2022 that ‘Conservation of the ecology and the

environment must go hand in hand with the spirit of economic

development and the fine balance between the two goals is what is

sought to be achieved even now.” it is necessary to continue with the

system MPAP for individual leases within the overall Ceiling Cap for all

three categories: ‘A’, ‘B’, and auctioned ‘C’ & “A, B” category leases, as

well as auctioning of new expired leases and new fresh leases, subject to

a pro-rata reduction if MPAPs exceed the Ceiling Cap. This will also

provide some sort of check on the possible over-excavation and its

adverse impact on intergenerational equity.

B. Should sub-caps be established in specific areas, or should

existing caps be increased or decreased to improve compliance

and regulation in mining?

23. In its order dated 26.08.2022, this Honble Court has fixed an annual

production limit of 35.0 MMT for Bellary (including Vijayanagara) and 15.0

MMT for Chitradurga and Tumkur, totaling 50.0 MMT for ‘A & ‘B’ Category

mines. For the 2024-25 fiscal year, the Maximum Permissible Annual

Production (MPAP) for the 24 operating mines in Bellary and Vijayanagara
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is 31.240 MMT, while the six mines in Chitradurga and Tumkur collectively

have an MPAP of 7.846 MMT. This results in a total MPAP of 39.086 MMT,

having an unutilized gap of 10.914 MMT, which is further expected to widen

in the coming years due to the regularly expiring of leases.

24. Currently, the total assessed MPAP of the 30 opera ing ‘A’ & ‘B’

category mines, combined with 16 out of the 24 auctioned operating mines

across ‘A’, ‘B’, and ‘C’ categories, stands at 51.237 MMT (39.086 + 12.151).

Among the remaining eight auctioned mines, two are likely to be cancelled

(MPAP=0.25), while six (MPAP=1.949) will take time to commence

operations (details are given in para 9 of the recommendations of the report

of the Monitoring Committee).

25. As time progresses, the total MPAP of ‘A’ & ‘B’ category mines

across all four districts is anticipated to decline, reaching 38.196 MMT by

2026-27; 36.148 MMT by 2027-28; 36.103 MMT by 2029-30 and 25.9525

MMT by 2033-34. Consequently, the unutilized part of the district Ceiling

cap (50 MMT) will further increase from the current 10.914 MMT to

24.0475 MMT per year within next 10 years. Conversely, the MPAPs of

the auctioned ‘C’ category mines, as well as those of auctioned expired

‘A’ & ‘B’ category mines, are expected to rise.
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26. It is submitted that the production and supply of iron ore for domestic

consumption is crucial for maintaining a balance between development

and environmental protection, including the preservation of local ecology

and biodiversity. To assess this balance, dispatch data from the last three

years for all active leases (‘A’ & ‘B’, auctioned ‘C’ category, and auctioned

‘A’ & ‘B’ category expired mines) across four districts has been analysed.

As per information given by DMG during the meetings, there is a marginal

increase in dispatches/consumption of all category mines put together

from 38.54 MMT in 202 1-22 to 43.01 MMT in 2023-24. As per information

received on 05.04.2025, this year (2024-25), the total dispatch of iron ore

from all categories of mines is about 42.69 MMT.

Note # This last line was not in the draft sent to the Hon’ble Oversight
Authority and has been added subsequently.

27. In this context, the issue of revision of the ceiling, if any, was also

discussed with industry representatives. A Note dated 22.07.2024 from

KISMA (ANNEXURE R-3), requesting 75.0 MMT for 2025, was received.

However, it is unrealistic and excessively high. Notably, since 2011, the

dispatches or domestic consumption of iron ore in Karnataka have never

exceeded 43.0 MMT across all mines. Additionally, it should be

emphasized that the iron ore purchased by beneficiation and pellet plants

is reinvested back into the steel industry, yet this is not reflected in the
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steel industry’s demand calculations. Consequently, dispatches from the

mines are often misrepresented as consumption figures.

28. To ensure the judicious use of mineral resources for sustainable

development and intergenerational equity, it is crucial to establish an

overall ceiling for MPAP across all mining leases, including ‘A’ & ‘B’

category leases, auctioned ‘C’ category leases, expired and auctioned ‘A’

& ‘B’ category leases, and any newly granted leases. It is important to

note that, based on existing facts and circumstances, the overall

MPAP for all leases in all districts is unlikely to reach 55.0 MMT in

the next decade. After extensive deliberations with the Monitoring

Committee and other stakeholders, it is proposed that the overall ceiling

cap for all these categories may be fixed at 57.0 MMT/year, compared to

the current cumulative operative MPAP of 51.237 MMT across all mines

in the four districts put together.

29. This Hon’ble Court has consistently established a methodology for

determining the Ceiling Cap and Maximum Production Allocation Plan

(MPAP) for mining leases, taking into account several key factors:

(a) mineral reserves in the lease area,

(b)available space for overburden and waste dumps in the

leased area, and
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(c) existing transportation facilities relative to the traffic load

from both the mining lease and adjacent leases.

This approach has been reaffirmed in various orders and judgments

issued on 13.4.2012, 18.4.2013, 14.12.201 7, and 26.8.2022. The current

framework aims to balance the dual objectives of industrial and economic

development with the need to safeguard the environment, biodiversity,

and human well-being, while also addressing the principle of inter

generational equity. After thoroughly analysing the relevant facts and

circumstances over the past 13 years, it is concluded that this scientific

and sustainable methodology remains the most reliable way to determine

the MPAP for each mine and the Ceiling Cap for districts. The CEC

recommends continuing this approach to effectively maintain the balance

between development and environmental protection.

C. Evaluation of the auction process of e-auctioning versus private

sales allowed after the order dated 20.05.202 on the basis of

data of royalty and cess, etc.

30. This Hon’ble Supreme Court has directed to examine whether

regulation, such as e-auctioning, is necessary for the sale of mined

materials. A comparison was made between royalty revenues generated

from mandatory e-auctioning during the 2021-22 fiscal year and the
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revenues from private sales allowed after the order dated 20.05.2022 for

A&B category mines in the 2023-24 fiscal year.

31. As per the data provided by the Department of Mines and Geology

to the Monitoring Committee in 202 1-22, approximately 32,527,041 MT of

iron ore was e-auctioned, generating a royalty of around

~19,749,359,475. In contrast, during 2023-24, the total quantity of

privately sold iron ore was 37,621,231.63 MT, with a royalty revenue of

~20,301 ,1 78,675. The data was provided by the Department of Mines and

Geology. This indicates only a marginal difference in royalty amounts

between the two periods. The issue was further discussed with the

Monitoring Committee, DMG Karnataka, and other stakeholders. It is

recommended that maintaining the current status quo is advisable.

Further regulations may not be necessary at this stage, but ongoing

assessment of the market dynamics and royalty recovery by DMG is

recommended to ensure that there is no loss of revenue.

0. Should satellite mapping be conducted for each mine o morn or

mining activities and waste disposal?

32. It has been felt that the drone survey mappings/images of each

running mine should be undertaken for ascertaining the mining activities,

including the sale and disposal of the waste, etc. This exercise may be
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made mandatory irrespective of the size of the lease. The survey should

be carried out twice a year (November-December and May-June) by

each lessee, and the processed output, like Digital Elevation Model

(DEM) and Ortho Mosaic images obtained from such survey, or likewise

be submitted to the Mine and Forest and IBM departments. This activity

is in addition to the activities required to be carried out by the lessees in

pursuance of the provisions of Rule 34A of the Mineral Conservation and

Development (Amendment) Rules, 2021.

E. Other reevan aspects

33. The data of pollution levels (PM10) and others recorded by

KSPCB/CPCB within the leased area shall be analysed each year, and

in cases where the pollution level crosses above the moderate level, the

MPAPs of such mining leases should be reassessed by the CEC. This

exercise may be carried out mandatorily twice in each year (April-May

and November-December) in each mine, and if it is found exceeded, as

per the CPCB/KSPCB moderate level, the last enhanced MPAP may be

reduced from immediately next year. The KSPCB may be directed to

record the pollution data and send a report to the CEC through the

Monitoring Committee as stated herein.
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ISSUES RELATED TO AMALGAMATION OF MINES

34. The Hon’ble Supreme Court vide its order dated 30.07.2015 has

allowed the State Govt to Auction Category “C” mines, cancelled by

judgment and order dated 18.04.2013 passed in Writ Petition (Civil) No.

562 of 2009 and fixed certain conditions which govern the e-auction in

addition to all requirements spelt out by the amendments to the Mines

and Minerals (Development and Regulation) Act, 1957 and the Mineral

(Auction) Rules, 2015. The relevant part of the order is reproduced herein

for ready reference. The 15 mining leases that were ready for auction at

that time are stated as:

“1. Deccan Mining Syndicate (P) Ltd. 2525
2. Karthikeyas Managanese 2559

3. Hothur Traders 2313
4. V S. Lad & Sons 2290
5. B.R. Yogendranath Singh 2186

6. MIs Lakshminarayan Mining Co. 2487
7. Rama Rao Paol 2621
8. Ramgad Mines & Mineral Pvt. Ltd. 2451
9. MIs Channakeshava Reddy 2566
10. MIs Nidhi Mining Company 2433
11. MIs S.B. Minerals 2393
12. MIs Srinivasalu Mines 2631
13. MIs Tungabhadra Minerals Pvt. Ltd. 2365
14. MIs Tungabhadra Minerals Pvt. Ltd. 2366
15. MIs Mineral Mines and traders 2185.”
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The modalities which would govern the auction would be as follows:

“1. The lease boundary of each of the mining lease will
be as approved by this Court by judgment and order
dated 18th April, 2013.

2. Only the end-users engaged in production of sponge
iron and/or pig iron and/or steel and/or pellets will be
eligible to take part in the auction. The end-users will
include Public Sector Under takings;

3. The reseive price under Rule 8(1) Mineral (Auction)
Rules, 2015 will be specified in the tender documents at
35%.

4. The permissible annual production will be as
prescribed under the approved R&R Plan prepared until
such time that the same is modified by this Court. 5

5. The successful bidder/lessee will be required to
produce and dispatch every year at least 50% of the
permissible annual production as prescribed under the
approved R&R Plan. Whenever the dispatch in a year is
below the guaranteed dispatch as indicated above in that
case irrespective of the quantity actually dispatched the
total amount payable during the year will be based on the
guaranteed dispatch. In addition, the lessee may also be
required to surrender the lease. This condition will not be
applicable during the initial period of 18 months provided
to the successful bidder/lessee to obtain the statutory
approvals;

6. The successful bidder/lessee will be required to
implement the prescriptions/provisions of the approved
R&R Plan in accordance with the guidelines approved by
this Court. The cost incurred for this will be reimbursed by
the State Government to the successful bidder/lessee
after recovering the same from the erstwhile lessee;

7. Consortium of end-users will not be eligible to participate
in the auction;
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8. The existing statutory approvals/clearances in favour of
the lessee of the erstwhile Category ‘C’ mining leases will
be transferred in favour of the new lessees. The concerned
authority will take expeditious action for the grant of the
statutory approvals such as the environmental clearance
and approval/TWP under the Forest (Conseivation) Act,
1980;

9. The State of Karnataka will be at liberty to reduce the
reseive price for the mining leases for which no bid above
the reseive price is received;

10. The sale proceeds of the auction, for the present, will
be credited to the Consolidated Fund to the extent of 75%
and 25% to the account of the Special Purpose Vehicle
(SPy). This will be subject to such further orders as may
be passed;”

The above conditions will naturally be in addition to all

requirements spelled out by the amendments to the Mines and

Minerals (Development and Regulation) Act, 1957, and the Mineral

(Auction) Rules, 2015.

In this context, the following is brought to the kind attention of this

Hon’ble Court:

(a) The State Government has so far auctioned 17 leases based on

the above regime/directions of the Hon’ble Court. The list is

enclosed as ANNEXURE R-8 to this Report.
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(b) The State govt had filed its status report, and the matter was

heard on 16.08.2017 in IA No.268/2016. After hearing the

matter, it was directed to the State to submit all particulars of

Category “C” of mines. The relevant para of the order in this

regard is reproduced herein:

“Having considered the status report of the second
phase of auction of Category ‘C’ mines filed on behalf of
the State of Karnataka, we are of the view that time has
come for the State to disclose to the Court the
particulars of all Category ‘C’ mines, along with full

etails t ere of which according to the State is
economically not viable to be worked
upon Needless to say, that there shall be no
further auction of Category ‘C’ mines without leave of
the Court.”

(c) The State Government had further filed the status report of all C-

category of mines, but when the matter came for discussion, the

report was withdrawn. The relevant para of the order dated

13.09.2017 of the Court in this regard is reproduced herein:

“Shri Raju Ramchandran, learned Senior Counsel
appearing for the State of Karnataka prays for liberty to
withdraw the report on economic viability of auction of ‘C’
category mines with liberty to approach this Court once
again on the same subject matter~ if the need arises.
Liberty, as prayed, is granted. Report on economic
viability of auction of ‘C’ category mines is treated as
withdrawn. We make it clear that it will be open for the
State of Karnataka to auction such of the Category ‘C’
mines which, according to the State, are viable and can
be auctioned.”
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(d) The State has not approached this Hon’ble Court to date for any

modification of the order/s of this Court. Despite clear orders of

the Hon’ble Court, the State Govt went ahead and amalgamated

other categories of mines and also fresh virgin forest area with

the C-category of mines and auctioned them in violation of the

Hon’ble Court order dated 30.07.2015. The auction process has

been completed. The details of the blocks auctioned in violation

are given as under:

(i) Vyasanakere Iron Ore Mine block

Extent
TotaL

taken for
St. No Lessee Name & ML No Category Extent

(Ha) amaLgamation
(ha)

1 M/s MSPL Limited, ML Expired 354.56 354.56
No.2416 tease

2 Smt. Shanthalakshmi Cancelled C 32.72 32.72
Jayaram, ML No. 2553 category

3 Additionalvirgin area - 18.12 18.12
TotaL 405.4 405.4

(ii) Jaisinghpura South Block

Extent
TotaL

st. taken for
Lessee Name & ML No Category Extent

No ‘Ha’ amaLgamation
‘ ‘ (ha)

1 M/s S B Minerals, Cancelled C 39.56 34.91
ML No. 2550 category

2 S V Srinivasutu, Expired lease 60.22 42.05
ML No. 2604

3 M/s Balaji Mines and Minerals, ML Expired lease 24.26 24.26
No. 2564

4 M/s Muneer Enterprises, Expired lease 36.23 1.95
ML No. 2339

5 M/s Ramghad Mines and Minerals Cancelled lease 325.75 185.77
Limited (Dalmia), ML No. 2010

6 Additionalvirgin area - 8.44 8.44
TotaL 494.46 297.38
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(iii) Jaisinqhpura North Block

ExtentCateg Expiry! Original taken forSI• Lease Details ory of Cancellatio Extent of amalgamati
No lease n date leases (Ha) on (Ha)

Ramghad Mines and Minerals Al 12.03.2015 325.75 124.86
Limited, ML No. 2010 (Dalmia)

M/sTridentMinerals, C 12.09.2013 32.38 32.38
ML No. 2315

M/s Trident Mining Co, ML C 12.09.2013 5.45 5.45
No.1732

Sri. N ManzoorAhmed C 12.09.2013 15.7 12.4

M/sVeeyamPvtLtd, C 12.09.2013 19.99 2.16
ML No.2615

M/sPVengannashetty&Bros, B 31.03.2020 49.27 15.89
ML No. 2587
Sri. K Bramhananda B 31 .03.2020 55.91 14.52
MIs Muneer Enterprises, ML No. B 31.03.2020 36.23 34.25
2339
M/s Mineral Syndicate, ML No B 31.03.2020 2.26 2.26
2320
M/s S V Srinivasulu, B 31.03.2020 60.22 17.98
ML No. 2604

0 36.44Additional virgin area - -

Total 603.16 298.59

(iv) Somanahalli Block

Extent
TotaL

taken forSL. No Lessee Name & ML No Category Extent
‘H amaLgamation~ a, (ha)

1 M/s Mysore Stone ware CancelLed 125.13 122.12
pipes & Potteries Pvt Ltd, C Category
ML No. 2521

2 M/s Deepchand Kishanlal, Cancelled 122.72 44.34
ML No. 2348 C Category

3 M/s Karntakalimpo, CancelLed 6.47 6.47
ML No. 2650 C category

4 Additionalvirgin area - 17.2 17.2
TotaL 271.52 190.13
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(v) H.R Gaviappa, ML No. 2483 block

Original
Extent

Category Extent of
St. No Lease Details taken for amaLgamation

of tease leases
(Ha)

(Ha)

H.R Gaviappa,

ML No. 2483 B 32.34 32.34

1

Additional virgin -

0 7.70
area

Total 40.04

(e) From the a ove five auctioned locks, the following obs rv tions

have been made:

i. The regime of C-category mines is different than to A, B, and
virgin fresh forest lands.

ii. The Virgin Forest area to the extent of 87.90 ha has been
included in all five blocks, and they are auctioned.

iii. Some leases have been split into two parts and included in
separate blocks (for example- Dalmia mine) and auctioned

iv. Some partls(areas) of C- C-category of mines have been left out
and not included in the auctioned blocks. The left-out parts are
left without Rehabilitation and Reclamation of the lease. Such
left-out parts will not be rehabilitated in the future also.

v. The blocks are auctioned in violation of this Hon’ble Court
order/s dated 18.04.2013, 30.07.2015, 16.08.2017, and
13.09.2017.

vi. All the auctioned blocks are the amalgamation of different
parcels of different regimes of forest lands. It may not be
possible to give uniform approvals under the various
statutes/laws.
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(f) Karnataka Iron and Steel Manufacturing Association (KISMA) has

filed an I. A No dated 18.08.2024 before this Hon’ble Court,

for the said five blocks, praying for issue of directions for immediate

commencement of the mining operations by the new lessees of the

amalgamated blocks. Since the blocks are auctioned in violation of

orders dated 18.04.2013, 30.07.2015, 16.08.2017, and

13.09.2017, this l.A may not be maintainable and may be rejected

forthwith.

(g) Taking into consideration the above facts and circumstances, the

State Govt may be directed to review the Auctions of all the five

blocks and take action as per the directions issued by this Hon’ble

Court in above said orders.

35. In view of the facts and circumstances as narrated above in detail,

the CEC submitted its draft recommendations to the Hon’ble Oversight

Authority which are enclosed as ANNEXURE R-9 to this Report.

THE VIEWS OF THE HO ‘BLE OVERSIGHT AUTHORITY AND
COMMENTS OF THE MONITORING COM ITTEE AND THE CEC ON
THESE VIEWS

36. The draft report of the CEC as per para I to 35 was submitted to

the Hon’ble Oversight Authority vide letter dated 10.10.2024 for their

views/comments. The view of the Hon’ble Oversight Authority was
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received on 03.12.2024. A copy of the same is enclosed as ANNEXURE

R-1O to this Report.

37 The Hon’ble Oversight Authority disagrees with the draft

recommendation of the CEC and the Monitoring Committee regarding

the upper unified Ceiling Cap of all mining leases (irrespective of their

categories and for all districts). The CEC and the Monitoring Committee

have recommended of unified Ceiling Cap for all categories of leases in

all four districts as 57.0 million Metric Ton (MMT) per year, keeping into

consideration the present MPAP of all running mines and Iron ore

resources presently available. The Hon’ble Oversight Authority has,

for reasons given in detail, recommended that the Ceiling Cap be

kept at 20.0 MMT per year, keeping the available Iron ore Reserve in

consideration and intergeneration equity and other factors.

38. The views of the Hon’ble Oversight Authority on ceiling cap are

produced as under for ready reference

a. The current production in 2023-2024 has reached about 43
MT while the maximum Level reached during the peak of
illegal mining in 2007-2008 was 49 MT

b. The damage to roads and communications inflicted by illegal
mining has not yet been remedied. In fact, the condition of
the roads in the mining affected area have further
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deteriorated because the number of trucks cariying the 43
MT of iron ore is 5,500 Lorries per day, each of 20 tons
capacity. fpp.38 and 39—para 21 of CEC Draft Report).
These trucks are not now going to the far away ports of
Krishnapatnam and Belikere for export but are cariying ore
mainly to the rallhead at Tornagal in Bellary district and also
to the palettization plants in the State and neighbouring
areas thereby using the Local area roads more intensively
and hence all the more damage.

c. Conveyor belt system which the Court had directed to be
created by the bigger mine leaseholders, has not yet
materialized. The Monitoring Committee has reported that
even the conveyor belt of NMDC which existed earlier~ is not
working now. Similarly, the ‘Railway Backbone’ as directed by
the Court has not yet started. It is in the preliminary stage of
acquisition of/and for which KMERC has just now, in October
2024, kept 50% advance of the ‘Consent Award’ estimate in
the “Child” account of KMERC to be utilized as and when the
Land Acquisition Officer passes the Consent Award. Thus,
neither the roads, nor the conveyor belt system. nor the
railway network has even started on the ground.

d. According to the findings of the Karnataka State Pollution
Control Board, forming part of the CEC Draft Report (pp 110
to 132), the air pollution in the mining affected area has
actually increased and in some cases the RSPMIO is 60
times higher than the permissible Limit (p 128). Though the
KSPCB has adequate powers to prevent such air pollution
under the Air (Prevention and Control of Pollution) Act and
even to close down the mining operations of the defaulters, it
has not taken any such action. (The powers to take stringent
action against erring agencies under the KSPCB Act is
vested in its chairman who, in Karnataka, are non-officials
who come under no Conduct Rules. On the other hand, the
Karnataka Government has now amended the hitherto legal
qualification of ‘experience in environmental administration’
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and has diluted it to a ‘holding of an Engineering Degree’.
Besides, there is always a litigation about lack of eligibility
whenever a chairman is appointed to the KSPCB on
extraneous consideration.] Obviously, enhancing the MPAP
will only increase the Level of air and water pollution in the
already severely mining-affected and still further deteriorating
area.

e. As the ‘Inter-generational Equity’ should cover at least three
generations namely, 75 years, the available Reserves of iron
ore in Karnataka State in the districts of Bellary, Vijayanagar,
Chitradurga and Tumkur~ at the current MPAP of 50 MT will
be exhausted in just 20 years or less than one generation and
much before the current lease period of 50 years.

f. As “Resources” are not yet economically feasible, only proven
“Reserves” should be taken as available with certainty. At the
rate of the current ceiling of 50 MT per year, the Reserves of
I ,023 MT will last for only 20 years which is less than one
generation. Secondly, as the mine-lease period is now 50
years, the Reserves of 1,023 MT should be divided by 50
years in which case annual production can be only 20.46 MT
Therefore, the MPAP should be only 20 MT and not the
currently fixed 50 MT

39. However, with due respect and regard to the Hon’ble Oversight

Authority and his valuable opinion, the CEC and the Monitoring

Committee remain of the view that the decision to fix the Ceiling Cap at

57.0 MMT is justified. This justification has been reached after carefully

considering all present and future factors and issues, as outlined below:



56

a) The total assessed MPAP of the 30 operating A&B

category mines and 16 (out of a total of 24) auctioned

operating mines in A, B & C categories is [39.086 + 12.151]

= 51 .237 MMT. In the remaining 8 auctioned mines, two

may be cancelled (MPAP=0.25) and six (MPAP=1 .949) will

take time to commence operations (Page 97 of this

Report). As regards the other five mines, which were

auctioned in 2023 after amalgamation, they will take

another 3 to 4 years to start operation (Page 100 and also

para 34 of this Report).

b) With the passage of time, the total MPAP of the ‘A’ and ‘B’

category mines of all four districts will keep on coming

down to 38.196 MMT during 2026-27, to 36.148 MMT

during 2027-28; to 36.103 MMT during 2029-30; 25.9525

MMT during 2033-34, and so on as against the present

total MPAP of 50.0 MMT (Page 95 of this Report

ANNEXURE-1); thereby the unutilized portion of the

district Ceiling Cap (50 MMT) will increase from 10.914

MMT as at present to 24.0475 MMT in about ten years.

c) On the other hand, the MPAPs of the auctioned ‘C’

category mines, as well as the auctioned expired ‘A’ & ‘B’

category mines, will keep on increasing. To ensure that the

mineral resources of the State are utilized frugally keeping

the future in mind for sustainable development and

intergeneration equity, it will be necessary to specify the

overall ceiling of MPAP for all the mining leases together,

i.e., the ‘A’ and ‘B’ category leases, ‘C’ category auctioned
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leases, expired ‘A’ & ‘B’ category auctioned leases and

freshly granted leases, if any.

d) The present consumption of Karnataka iron ore dependent

industries is about 43.01 MMT in 2023-24, and the MPAP

of running mines is about 51.237 MMT from all categories

of mines from all districts.

e) Para 17 of the order dated 26.08.2022 in W.P. (C) No.

562/2009 of this Hon’ble Court may be seen wherein it has

been emphasized that: “Conservation of the ecology

and the environment must go hand in hand with the

spirit of economic development and the fine balance

between the two goals is what is sought to be achieved

even now.”

Considering the above, the CEC and Monitoring Committee are still

of the opinion that the overall ceiling cap for all the three above

mentioned categories (non-auctioned and auctioned working mines) and

fresh mines may be fixed at 57.0 MMT/year as against the present

cumulative operative MPAP of 51 .237 MMT for all mines in all the four

districts.
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40. On the issue of the need for mandatory e-auction and the current

system of free sale of iron ore, the Hon’ble Oversight Authority has

mentioned that:

a) The Court had directed to check whether there is any revenue
loss to the government because of this hybrid system. The
Monitoring Committee in their report, shown on page 80 of
CEC’s draft report, has mentioned that during 2021- 22. from
the mandatory c-auctioning of 32.5 MT the royalty collected
was Rs. 1,975 crores; during 2023-24 when there has been no
compulsion of e-auctioning, the royalty received from sate of
37.6 MT through the hybrid system was Rs.2,030 crores. The
Monitoring Committee and the CEC have concluded that there
is only a marginal difference in the royalty collected and
therefore the present status quo may be continued.

b) However, a simple calculation will show that if the royalty
received for 32.5 MT was Rs. 1,975 cr. with mandatory e
auctioning, the royalty due on 37.6 MT (with the same market
price) without compulsory e-auctioning, should be Rs.2,285 Cr.
[(37.6 32.5) x (1975) = 2,28] But the royalty received in 2023-
24 was only Rs.2,030 Cr. which is Rs.255 Cr. less or 13% less.
This is a significant loss and not marginal. (However, to make
a precise estimate the average selling price should also be
compared).

c) In any event, the most transparent method of sate is by auction
as the practice of under and over-invoicing is rampant in trade,
especially in high-value iron ore. The fact that, even though
there is no compulsion for e-auction, many leaseholders still
choose to go through e-auction through MSTC is indicative of
the higher price that can be fetched through the transparent
practice of e-auction.
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d) Besides, a close reading of the Hon’ble Supreme Court order
would show that in 2022 the petitioners had approached the
Court for direct sale because their iron ore could not be sold
through e-auction in spite of as many as three attempts and
there were sizeable unsold stock. However, the CEC Report of
18-7-2019 quoted in the Supreme Court Order of 20-5-2022 on
page 26 says as follows [Quality-wise, the rank of iron ore is,
Lump, Fine, and Dump, in that order]:

e) It is not in dispute that the “iron ore lumps” are in demand and
get sold at market price. As such the issue before this Hon’ble
court is with regard to the sale of “iron ore fines” which is not
taking place specially from the mines located in districts
Tumkur and Chitradurga. The mining lease of the Applicant is
also one such mine located in district Chitradurga. The quality
of the iron ore fines from these two districts is also of concern
as they have higher Manganese content and other impurities.
All this adversely affect the demand for the iron ore fines so
much so that even at the reseive price at Rs. 450 tonne the
material is not getting sold in consecutive auctions.

f) It is also relevant that the Hon’ble Supreme Court’s order dated
20-5-2022 was for the Dumps (which quality wise is the last
after Lumps and Fines) accumulated over a period of time and
remained unsold by e-auction even after three attempts.

The Hon’ble Oversight Authority has thus opined that the

reasonable recommendation should be that all iron ore, whether Lumps,

Fines, and Dumps, should for the first time be brought for mandatory e

auction through the Monitoring Committee. If any of the said categories

of ore remain unsold during the first e-auction, then the lease-holder may

be allowed to sell it directly to whomever he chooses. But the first
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auction-attempt should be mandatory through the Monitoring Committee.

This will be the most reasonable solution to ensure transparency of a

valuable natural resource and to avoid under- and over-invoicing

malpractice, which is quite common in trade.

41. The above-mentioned observations of the Hon’ble Oversight

Authority are based on the comparative Royalty collections for the years

2021-23 through E-auction by the Monitoring Committee and the year

2023-24 by lessees themselves (without E-auction). Since the data of

royalty collection is available now for the year 2024-25, therefore, a

comparison has been made for the royalty collections (without E-auction)

for the years 2023-24 and 2024-25. A copy of information received from

the Department of Mines & Geology of Karnataka is enclosed as

ANNEXURE R-11 to this Report. The same is tabulated as below (for all

A&B working mines in all four districts through sale by lessees

themselves):

S.N. Year Dispatch of Collection of Royalty per MT
Iron ore Royalty of the dispatch of
(in MMT) (in crores) Iron ore (in Rs.)

1 2023-24 37.62 1974.94 524.97

2 2024-25 33.86 2114.76 624.56
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From the above data, it is observed that there is an improvement

in the collection of royalties in these A&B non-auctioned working mines

in the year 2024-25 as compared to 2023-24. After the Monitoring

Committee stopped E-auctions as per Supreme Court orders, the royalty

on iron ore from all A, B working mines in Karnataka is charged at 15%

of the average sale price published by the IBM for the respective month,

as per section 9 r/wschedule-ll of the MMDRAct,1957.

42. The CEC and the Monitoring have recommended for continuation

of the status quo. It is submitted that dual sale of ore (through E-auction

as well as by lessees themselves) will bring a situation wherein, in the

first E-auction, no buyer will purchase the ore and wait for sale by the

lessee himself at a low price. That will result in a loss of royalties to the

State. With whatever experience that has been gained by the CEC and

the Monitoring Committee, it is felt that there shall be one practice of the

sale of ore. The dual system of sale will also attract the audit para of the

Accountant General of India. Further, as observed from the table above,

there is improvement in the collection of royalties in addition to factors as

stated herein, the CEC and the Monitoring Committee would like to

recommend for continuation of the present status quo, which may be

reviewed after some time, if need be. Furthermore, the order of this
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Hon’ble Court dated 20.05.2022 may also be taken into consideration,

wherein E-auction by the Monitoring Committee has been done away.

43. Regarding control of pollution in the leased area, CEC and the

Monitoring Committee agree with the views of the Hon’ble Oversight

Authority to take action under the Air (Prevention and Control of Pollution)

Act 1981, even to close down the mining operations of the defaulters.

The Karnataka State Pollution Control Board (KSPCB) has not taken any

such action. This Hon’ble Court may direct KSPCB to take action against

the lessees as and when the situation arises. The relevant para of the

report of the Hon’ble Oversight Authority is reproduced as under:

“According to the findings of the Karnataka State Pollution
Control Board, forming part of the CEC Draft Report (pp 110
to 132), the air pollution in the mining affected area has
actually increased and in some cases the RSPMIO is 60
times higher than the permissible Limit (p 128). Though the
KSPCB has adequate powers to prevent such air pollution
under the Air (Prevention and Control of Pollution) Act and
even to close down the mining operations of the defaulters,
it has not taken any such action. (The powers to take
stringent action against erring agencies under the KSPCB
Act is vested in its chairman who, in Karnataka, are non-
officials who come under no Conduct Rules. On the other
hand, the Karnataka Government has now amended the
hitherto legal qualification of ‘experience in environmental
administration’ and has diluted it to a ‘holding of an
Engineering Degree’. Besides, there is always a litigation
about lack of eligibility henever a chairman is appointed
to the KSPCB on extraneous consideration.) Obviously,
enhancing the MPAP will only increase the Level of air and
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water pollution in the already severely mining-affected and
still further deteriorating area.”

In this regard, it is submitted that the CEC and the Monitoring

Committee have found that the air quality levels are alarming in some of

the mines and need immediate attention (Pages 190-191 of this Report)

and have recommended for reduction of MPAP of such leases.

44. No other specific views/opinions have been suggested by the

Hon’ble Oversight Authority on the other points/issues included in the

reports of the CEC and the Monitoring Committee.

RECOMMENDATIONS

45. In view of the facts and circumstances as narrated above in detail:

It is recommended that, in the present circumstances, the

system of MPAP for individual mine and District Ceiling Cap shall

not be done away with. Instead, a single unified upper Ceiling

Cap shall be set for all four districts, covering all lease categories

and freshly granted leases under one framework/umbrella.

It is recommended that the upper unified Ceiling Cap of unified

MPAP of all leases shall fixed for the present as 57.0 MMT per

year.
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iii. Since the lease period has been extended to 50 years as per the

MMDR Act 2015, it is recommended that to ensure sustainable

& scientific mining and maintain intergenerational equity, the ore

reserves shall be divided by 50 years when any enhancement

of the MPAP for the leases of all categories.

iv. As regards the present system of sale of Iron ore by the lessees

themselves, it is recommended that the status quo shall be

maintained for the present.

v. It is recommended that a mandatory drone survey mapping of

all running mines shall be conducted twice a year (in November-

December and May-June) to monitor mining activities, including

waste disposal and sales. This shall apply to all mines,

regardless of lease area. The lessees must submit processed

outputs, such as Digital Elevation Models (DEM) and Ortho

Mosaic Images, to the Mine, IBM, and Forest Departments

regularly as explained in this report.

vi. This requirement of drone survey mapping shall be in addition to

the obligations outlined under Rule 34A of the Mineral

Conservation and Development (Amendment) Rules, 2021. The

drone surveys ensure more accurate monitoring and regulation

of mining operations and environmental compliance.
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vii. It is recommended that the data of pollution levels (PM10) and

others recorded by KSPCB/CPCB within the leased area shall

be analysed each year and in cases where the pollution level

crosses above the permissible level, the MPAPs of such mining

leases should be reassessed by the CEC and shall be reduced

to the last enhanced MPAP from immediate next year.

viii. The MPAP of those leases wherein the construction of

the Conveyor Belt is made applicable by the order of this Hon’ble

Court (leases with MPAP of one million tons and above/year)

shall not be enhanced till the system is made fully operational by

the lessee. It shall be in addition to recommendations at para vii

above.

ix. The Notification dated 18.07.2018 issued by the Ministry of

Road Transport & Highways, Government of India regarding

maximum safe axle weights for different vehicle types, including

mineral-carrying vehicles under rigid, trailer, and semi-trailer

categories shall not be considered for mining roads in the

concerned four districts for the enhancement of MPAP in the

mines as explained in para 16 of this report.
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x. Taking into consideration the facts and circumstances submitted

in para 34 above, the State Govt of Karnataka shall be directed

to review the Auctions of all the five blocks and take action as

per the orders issued by this Honbie Court from time to time in

this regard.

This Report has the approval of the Chairman and all Members of

the CEC and is submitted for the kind consideration of this Hon’ble Court.

(Banum thi. G)
ember Secretary

Date : 8th April 2025
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ANNEXURE R-9 
 

DRAFT RECOMMENDATIONS SUBMITTED TO  
THE HON’BLE OVERSITE AUTHORITY 

 

i. It is recommended that in the present circumstances the system of 

MPAP for individual mine and District Ceiling Cap should not be done 

away with. Instead, a single unified upper Ceiling Cap be set for all 

four districts, covering all lease categories and freshly granted leases 

under one framework/umbrella. 

 
ii. It is recommended that the upper unified Ceiling Cap of unified MPAP 

of all leases be fixed for the present as 57.0 MMT per year. It may 

kindly be noted that by 2033-34, the gap of unutilized Ceiling Cap will 

be about 24.0475 MMT, hence any fresh auctioning of leases by the 

State may not have adverse impact on annual ore production. 

Moreover, with the MMDR Act 2015, since the lease period has been 

extended to 50 years, it is recommended that to ensure sustainable 

& scientific mining and maintain intergenerational equity, the ore 

reserves be divided by 50 when enhancing the MPAP for the leases 

of all categories; 

 
iii. As regards the present system of sale of Iron ore by the lessees 

themselves, it is recommended that the status quo may be 
maintained for the present; 
 

iv. It is recommended that a mandatory drone survey mapping of 
all running mines shall be conducted twice a year (in November-
December and May-June) to monitor mining activities, including 
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waste disposal and sales. This should apply to all mines, 
regardless of lease area. The lessees must submit processed 
outputs, such as Digital Elevation Models (DEM) and Ortho 
Mosaic Images, to the Mine and Forest Departments regularly as 
explained in this report.  
 

v. This requirement of drone survey mapping shall be in addition 
to the obligations outlined under Rule 34A of the Mineral 
Conservation and Development (Amendment) Rules, 2021. The 
drone surveys ensure more accurate monitoring and regulation 
of mining operations and environmental compliance. 
 

vi. It is recommended that the data of pollution levels (PM10) and others 

recorded by KSPCB/CPCB within the leased area shall be analyzed 

each year and in cases where the pollution level crosses above the 

moderate level, the MPAPs of such mining leases should be 

reassessed by the CEC and to be reduced equalling to the last 

enhanced MPAP from immediate next year. 

 
vii. The MPAP of those leases wherein the construction of the Conveyor 

Belt is made applicable by the order of this Hon’ble Court may not be 

enhanced till the system is made fully operational by the lessee in 

addition to recommendations at para vii above herein.  

 
viii. The Notification dated 18.07.2018 issued by the Ministry of Road 

Transport & Highways, Government of India regarding maximum safe 

axle weights for different vehicle types, including mineral-carrying 

vehicles under rigid, trailer, and semi-trailer categories may not be 

considered for mining roads in the concerned four districts for the 
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enhancement of MPAP in the mines as explained in para 16 of this 

report. 

 
ix. Taking into consideration the facts and circumstances submitted in 

para 34 above the State Govt of Karnataka may be directed to review 

the Auctions of all the five blocks and take action as per the orders 

issued by this Hon’ble Court from time to time in this regard. 
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KARNATAKA MINING ENVIRONMENT RESTORATION CORPORATION

(Govt of Karnataka Undertaking) CIN:U85~ 00KA2014NPL0751 14
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1933

The Member Secretary,
Centra[ Empowered Committee,
2~~d FLoor, Chanakya Bhavan, Pa11Y No

Chanakyapuri, Dated
New DeLhi
110021

Madam,

I am desired to forward the view of the Hon’bte
Oversight Authority pursuanrto the orders’ dated
14.03.2024 of the Hon’bte Supreme Court of India.

Thanking yo.,

(Sanjay Bijjur, ES)
Managing Director.

Dairy No

Dated
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Tel: 080 22354737/22354738 Email: kmerc2014~gmajl.com

Regd. Office: 3~ Floor, Southern Wing, Khanija Bhavan, Race Course Road, Bengaluru-560001

201

hp
Textbox
ANNEXURE R-10



Confidentia I
VIEWS OF THE OVERSIGHT AUTHORITY ON THE DRAFT CEC

REPORT OF 10-10-2024

MAXIMUM PERMISSIBLE ANNUAL PRODUCTION (MPAP)

1. The current MPAP fixed by the Hon’ble Supreme Court is 50 milLion tons (MT—all tons

after the introduction of metric system in India are metric tons of 1,000 kgs and the usage

of English ton of 2,240 lbs. has long been discontinued; hence MT will refer to Million Tons

since ‘ton’ is a metric ton and the second M in MMT is redundant). The CEC, after taking

into account the opinion of the Monitoring Committee has gone aLong with the view that the

MPAP may be increased to 57 MT. This is not logical even from the other findings mentioned

by CEC in its Draft Report as foLlows:

(a) The current production in 2023-2024 has reached about 43 MT whiLe the

maximum LeveL reached during the peak of ilLegal mining in 2007-2008 was 49 MT.

(b) The damage to roads and communications infLicted by illegal mining has not yet

been remedied. In fact, the condition of the roads in the mining affected area have further

deteriorated because the number of trucks carrying the 43 MT of iron ore is 5,500 Lorries

per day, each of 20 tons capacity. fpp.38 and 39—para 21 of CEC Draft Report). These trucks

are not now going to the far away ports of Krishnapatnam and Belikere for export but are

carrying ore mainly to the raiLhead at Tornagal in BeLtary district and also to the paltetisation

plants in the State and neighbouring areas thereby using the Local area roads more

intensiveLy and hence aLl the more damage.

(c) Conveyor beLt system which the Court had directed to be created by the bigger

mine [easeholders, has not yet materialized. The Monitoring Committee has reported that

even the conveyor belt of NMDC which existed earlier, is not working now. SimiLarly, the

‘Railway Backbone’ as directed by the Court has not yet started. It is in the preliminary

stage of acquisition of land for which KMERC has just now, in October 2024, kept 50%

advance of the ‘Consent Award’ estimate in the “Child” account of KMERC to be utilized as

and when the Land Acquisition Officer passes the Consent Award. Thus, neither the roads,

nor the conveyor belt system. nor the railway network has even started on the ground.

1~

202



Without remedying the destruction of roads and adding further to the infrastructure, there

can be no case for increasing MPAP.

(d) According to the findings of the Karnataka State PolLution ControL Board, forming

part of the CEC Draft Report (pp 110 to 132), the air poLLution in the mining affected area

has actuaLly increased and in some cases the RSPM10 is 60 times higher than the permissibLe

Limit (p 128). Though the KSPCB has adequate powers to prevent such air pollution under

the Air (Prevention and ControL of PoLlution) Act and even to close down the mining

operations of the defaulters, it has not taken any such action. (The powers to take stringent

action against erring agencies under the KSPCB Act is vested in its Chairmen who, in

Karnataka, are non-officials who come under no Conduct Rules. On the other hand, the

Karnataka Government has now amended the hitherto legal qualification of ‘experience in

environmental administration’ and has diluted it to a ‘holding of an Engineering Degree’.

Besides, there is always a litigation about lack of eligibility whenever a Chairman is

appointed to the KSPCB on extraneous consideration.] Obviously, enhancing the MPAP wilL

only increase the Level of air and water poLLution in the aLready severeLy mining-affected

and stiLL further deteriorating area.

2. EXPLOITATION OF IRON ORE RESERVES FOR “DEVELOPMENT” (INCREASING STATE

REVENUE) AND THE NATIONAL RESPONSIBILITY OF INTER-GENERATIONAL EQUITY.

1. Difference between “Reserves” and “Resources”: The United Nations Framework

Classification (UNFC) consists of a three-dimensional system with the following three

categories: Geological Assessment, FeasibiLity Assessment, and Economic Viability.

The various terms used in this classification and their definitions in brief are as

follows:

A. Mineral Reserve: Economically mineable part of measured and/or

indicated mineral resource.

(1) Proved ineral Reserves (Code 111)

Economically mineable part of Measured Mineral Resource.

(ii) ProbabLe Mineral Reserves (Code 121 a 122)

Economically mineable part of indicated or in some cases, a measured

mineral resource.
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B. Mineral Resource

A mineral resource has a specific definition according to the Canadian Institute

of Mining, Metallurgy and Petroleum (CIM):

“a concentration or occurrence of solid material of economic interest in or on

the earth’s crust in such form, grade, or quality and quantity that there are

reasonable prospects for eventual economic extraction”.

This is one of the first stages of defining mineable deposits, which means that

through sampling and other data geologists have found that there is

something there that could possibly be mined. (emphasis added)

Projects with a mineral resource can still pose a risk because there are different

types of resources based on confidence and work done.

hat are ineral Reserves?

As mineral resources gain more geological and economic confidence, they may

be converted into a mineral reserve estimate. A mineral reserve is “the

economically mineable part of a measured and/or indicated mineral resource.

It includes diluting materials and allowances for losses, which may occur when

the material is mined or extracted and is defined by studies at Pre-Feasibility or

Feasibility level as appropriate that include application of Modifying Factors.

Such studies demonstrate that, at the time of reporting, extraction could

reasonably be justified.” (emphasis added)

A mineral reserve must be documented by at least one preliminary feasibility

study, conducted during the “deposit appraisal” phase in the mineral

development process. The mineral reserve is what happens when enough

studying and testing has been done to determine that the mineral resource is

reasonably economical to mine.

Mineral reserves are also less risky in an investing form, as often pre-feasibility

and feasibility studies have been done on the deposit. Proven mineral

reserves are the lowest risk for investors because there is a high degree of

3
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geological confidence and consideration of economics. Probable mineral

reserves are a higher risk than proven reserves, but lower risk than mineral

resource estimates.

The terms “Mineral Resources” and “Mineral Reserves” (classified outside of

North America as “Ore Reserves”) may sound synonymous, but they are not.

While the terms are sometimes - and mistakenly - used interchangeably, in

fact, they refer to two distinct types of data that mining professionals and

investors use to make crucial decisions about the ultimate profitability of

mine sites. The distinction primarily concerns potential economic value and

upside, as opposed to actual economic viability as defined in more advanced

economic studies on which to base larger financial decisions and, ultimately

project finance and construction decisions.

Thousands of public and private companies focus on creating value through

the discovery, advancement and conversion of Mineral Resources to Reserves

to lay the groundwork for future mines. Advancing projects from Resource to

Reserve is vital to the mining industry, offers distinct investment

opportunities, and provides the world with the minerals needed to construct

our modern world.

Mineral (or “Ore”) Reserves are the smaller subset of Mineral Resources

deemed economically viable for extraction. While Mineral Resources have

potential economic value, the economic viability of extracting these minerals

depends on factors such as market prices, extraction costs, and technological

developments in metallurgy and processing. Reserves are the portion of

Resources that can be realistically and economically mined based on location,

quantity, grade, geological characteristics, and any other factor that impacts

end product value.

Many factors influence the conversion of Resources to Reserves, from

geological, metallurgical, and mineral processing considerations, to

economic, marketing, legal, ESG, and even geopolitical issues. Once the

feasibility and economic benefit of a Resource has been painstakingly

demonstrated, the Mineral Resource—or more accurately, a portion of it—can

4
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be classified or “converted” to a Mineral Reserve. Like Resource estimates,

Reserve estimates are not static: for example, new technologies and

processing techniques can make it easier (and more economically viable) to

separate the valuable minerals from the waste material, it’s an iterative

process. Conversely, a lasting price drop in commodity pricing can render a

previously viable mineral deposit no longer economical.

3. The foregoing narration of the difference between RESERVES and

RESOURCES are sourced from the Canadian Institute of Mining, Metallurgy and

Petroleum and the Mines and Metals Group. It makes it clear that while

Reserves are proven to be economical to extract, Resources are not yet

proven to be economicalLy viable currently but may become economically

viable on a future date.

On page 29 (para 15) of the CEC Draft Report, the following statement is

made:

The Bellary district holds approximately 1.992 MT of haematite iron ore and manganese,

while Chitradurga and Tumkur districts possess 296. 17 MT and 177.37 MT respectfully,

totaling 2,465 MT as reported by the Mines and Geology Department, GoK. After accounting

for approximately 150 MT removed since 2020, 2,315 MT remains available. If extraction

continues at 50 MT per year, these reserves (emphasis added) will last for 46 years. At a

rate of 55 MT per year. the reserves would last 42 yeai-s. and at 57 MT per year they would

last 40 years. This highlights the necessity of carefully managing extraction rates to preserve

resources for future generations. Furthermore, as per the prevailing practice, the available

reserves were/are divided by 20 years to fix MPAP, as the lease period was granted for 20

years before 2014. However, this method shortens the extractable oie of the mine lifespan,

preventing it from reaching the now-extended 50-year tease period under the MMDR Act

2015. To ensure inter-generational equity and promote sustainable and scientific mining, it

is recommended that the available ore reserve shalt now be divided by 50 when considering

MPAP enhancement. aligning with the currenty 50-year pei-iod.”

~. However. the CEC has shown as the “Reserves” the availability of iron ore

in the districts of Beltary (including Vijayanagar), Chitradurga and Turnkur at

2,465 MT (from page 11 of the National Mineral inventory: An Overview as on

1-4-2020). But it is seen that CEC has included both Reserves and Resources

(as if both are Reserves), as shown below:

5
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Beltary (incl.V’Nagar)
Chitradurga
Tumkur

TOTAL

Reserve Resources Total

(in million tons)

810.439 1181.640 1992.079
213.230 82.949 296.179

-- 177.377 177.377
1023.669 1441.966 2465.635

As “Resources” are not yet economically feasible, only proven “Reserves”

should be taken as available with certainty. At the rate of the current ceiling

of 50 MT per year, the Reserves of 1 ,023 MT will last for only 20 years which

is tess than one generation. Secondly, as the mine-lease period is now 50

years, the Reserves of 1,023 MT should be divided by 50 years in which case

annual production can be only 20.46 MT. Therefore, the MPAP should be only

20 MT and not the currently fixed 50 MT.

5. As the ‘Inter-generational Equity’ should cover at least three generations

namely, 75 years, the available Reserves of iron ore in Karnataka State in the

districts of Bellary, Vijayanagar, Chitradurga and Tumkur, at the current

MPAP of 50 MT will be exhausted in just 20 years or less than one generation

and much before the current lease period of 50 years.

Windfall Profit and reason for demand to increase MPAP: Though there are

45 iron-ore mine-leaseholders in Karnataka on record whose total production

was 40.3 MT in 2023-2024, in reality, the mining in the state is an oligopoly

with just 9 lease holders producing 87% of production as shown below:

12.6 MT
6 5
6 0
2 6
1 8
1 7
1 4
13
1.1

35.0 “ 87% of total production
10. Other 36 tease-holders 5.3 “ 13% do

1. NMDC
2. JSW
3. Vedanta
4. Kumaraswamy Mm.
5. SMIORE
6. BKG
7. Praveen Chandra
8, K.State Min.Corpn
9. Veerabrappa Sangappa

TOTAL PRDN OF 45 L/H 40.3”
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The above analysis shows that just 9 lease-holders out of 45 leaseholders produce

almost 900 of the annual production while 36 others produce only the balance

10%. 11 of the leaseholders produce less than 50,000 tons each. The smallest

lease-holder produces onLy 2,000 tons. The reason why such small producers are

still in this business is. there is windfall profits in iron ore mining. The average

cost of production of one ton of iron ore including all taxes and the 10% levy for

KMERC, is not more than Rs.2,000 while the selling price is up to Rs.5,000 per

ton, the profit being about Rs.3,000 per ton. Therefore, the reason for mine

(easeholders demanding enhancement of MPAP is to exhaust the iron ore deposit

in their leasehold area as quickly as possible without waiting for the end of the

(ease period.

6. NEED FOR MANDATORY E-AUCTIONING AND THE CURRENT SYSTEM OF

FREE-SALE OF IRON ORE:

The Hon’ble Supreme Court, while disposing of a group of Interlocutory

Applications in the Karnataka Illegal Mining case, praying for permission to

dispose of the unsold stock of iron ore by direct sale to selected purchasers

instead of through mandatory e-auction, ordered on 20 May 2020 (para 30) that

the iron ore stock-pile lying unsold in stock yards in the districts of Bellary,

Tumkur and Chitradurga may be sold without having to resort to the process of

e-auction. Further, the Court in their order dated 14-3-2024 directed the CEC,

along with the views of the Monitoring Committee, to seek the aid and advice of

the Oversight Authority, and submit a comprehensive report to the Court. One

such matter is the need or otherwise for mandatory e-auction. Currently, though

e-auction is not mandatory by the Monitoring Committee, many lease-holders

such as SMIORE, BKG, etc. are selling their iron ore by e-auction through the

Metal Scrap Trade Corporation (MSTC) Others like JSW and Vedanta sell directly.

The Court had directed to check whether there is any revenue loss to the

government because of this hybrid system. The Monitoring Committee in their

report, shown on page 80 of CEC’s draft report, has mentioned that during 2021-

22. fron-i the mandatory c-auctioning of 32.5 MT the ro~a1ty collected was

7
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Rs.1,975 crores; during 2023-24 when there has been no compulsion of e

auctioning, the royalty received from sate of 37.6 MT through the hybrid system

was Rs.2,030 crores. The Monitoring Committee and the CEC have concluded that

there is only a marginal difference in the royalty collected and therefore the

present status quo may be continued.

However, a simple calculation will show that if the royalty received for 32.5 MT

was Rs.1,975 cr. with mandatory e-auctioning, the royalty due on 37.6 MT (with

the same market price) without compulsory e-auctioning, should be Rs.2,285 Cr.

[(37.6 ÷ 32.5) x (1975) = 2,28] But the royalty received in 2023-24 was only

Rs.2,030 Cr. which is Rs.255 Cr. less or 13% less. This is a significant loss and not

marginal. (However, to make a precise estimate the average selling price should

also be compared).

~n any event, the most transparent method of sate is by auction as the practice

of under and over-invoicing is rampant in trade, especially in high-value iron ore.

The fact that, even though there is no compulsion for e-auction, many lease-

holders still choose to go through e-auction through MSTC is indicative of the

higher price that can be fetched through the transparent practice of e-auction.

Besides, a c ose rea ing of the Hon’bte Supreme Court order would show that in

2022 the petitioners had approached the Court for direct sale because their iron

ore could not be sold through e-auction in spite of as many as three attempts

and there were sizeable unsold stock. However, the CEC Report of 18-7-2019

quoted in the Supreme Court Order of 20-5-2022 on page 26 says as follows

[Quality-wise, the rank of iron ore is, Lump, Fine, and Dump, in that order]:

“25. It is not in dispute that the “iron ore lumps” are in demand and get sold at market price.

As such the issue before this Hon’b(e court is with regard to the sate of “iron ore fines” which

is not taking place specially from the mines located in districts Tumkur and Chit radurga. The

mining (ease of the Applicant is also one such mine located in district Chitradurga. The quality

af the iron ore fines from these two districts is also of concet n as they have higher Manganese

content and other impurities. All this adversely affect the demand for the iron ore fines

so much so that even at the reserve price at Rs.450 tonne the material is not getting sold

in consecutive auctions,” (emphasis as in original)

8
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It is also relevant that the Hon’ble Supreme Court’s order dated 20-5-2022 was

for the Dumps (which quality wise is the last after Lumps and Fines) accumulated

over a period of time and remained unsold by e-auction even after three

attempts. The reasonable recommendation should therefore be, alt iron ore—

whether Lumps, Fines or Dumps—should for the first time be brought for

mandatory e-auction through the Monitoring Committee. If any of the three

categories remain unsold during the first e-auction, then the lease-holder may

be allowed to sell it directly to whomever he chooses. But the first auction-

attempt should be mandatory through the Monitoring Committee. This wilt be

the most reasonable solution to ensure transparency of a valuable natural

resource and to avoid under and over-invoicing malpractice which is quite

common in trade.

(Justice B Sudershan Reddy)
Oversight Authority
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Textbox
ANNEXURE R-11



 

Replies to be furnished to CEC as per their email dated 05.04.2025  

Q1: On what value royalty is charged after stopping of e-auction of iron ore of 
A,B and auctioned mines of all categories separately? 

Ans: After the monitoring committee stopped e-auctions as per supreme court 
orders, the royalty on iron ore from all A,B and auctioned mines in Karnataka is 
charged at 15% of the average sale price published by the IBM for the 
respective month, as per section 9 r/w schedule-II of MMDR act ,1957. 

Q2: How much was the despatch during 2024-25 and royalty charged there on 
all categories separately from all mines? 

Ans:Despatch during the year 2024-25 is 42.69MMTs 

        Royalty collected there on Rs. 2408.56 Cr. (excluding premium on 
auctioned mines). 

       Details furnished in Annexure. 
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2024-25 Iron ore Despatch & Royalty collection details of Auctioned mines 

Sl.No. 
ML 
No. Category 

Lease Holder  / Company 
Name Despatch(MT) Royalty(Cr.) 

1 0004 C JSW Steel Limited 299844 5.71 
2 0005 C JSW Steel Limited 962725 17.79 
3 0006 C JSW Steel Limited 1201173 30.38 
4 0010 C MSPL Limited 310000 6.17 
5 0011 C Hothur Ispat Private Limited 176826 3.12 
6 0012 Expired JSW Steel Limited 565359 9.65 
7 0013 Expired JSW Steel Limited 179888 10.91 
8 0014 Expired JSW Steel Limited 2438983 91.70 

9 0016 C 
Kirloskar ferrous industries 
limited 123801 7.16 

10 007 C JSW Steel Limited 792452 14.73 
11 009 C JSW Steel Limited 1244128 75.19 
12 021 C B L Rani Samyuktha 216056 5.66 

13 022 C 
M/s Minera Steel & Power 
Private Limited 272000 14.67 

14 023 C M/s MSPL Ltd 205 0.00 
15 024 C M/s MSPL Limited 20000 0.40 
16 025 Expired M/s GVPR Engineers Ltd, 23512 0.55 

Grand total   8826951.06 293.80 
Note: Excluding premium on auctioned mines.   

 
 
 
2024-25 Iron ore Despatch & Royalty collection details of A,B category 
mines 

Sl.No. 
ML 
No. Category 

Lease Holder  / Company 
Name 

Despatch 
(MT) 

Royalty 
(Cr.) 

1 2658 A Goa Sponge & Power Limited 18386 0.29 

2 1111 A 
M/s. N.M.D.C. Ltd. - 
Kumaraswamy Iron Ore Mines 7713155 568.06 

3 2028 A 
Karnataka Limpo Cements 
Industries 87530 2.30 

4 2289 A Sri. Allum Prashanth 27100 0.27 
5 2294 A R. PRAVEEN CHANDRA 1703517 103.67 

6 2296 A 
Veerabhadrappa Sangappa & 
Co 870430 56.64 

7 2352 A Allum Prashanth 11050 0.17 

8 2396 A 
M/s. N.M.D.C. Ltd,Donimalai 
Iron Ore Mine 5586573 376.55 

9 2516 A 
B.Kumar Gowda Trfs BKG 
Mining Private Ltd 1525799 54.36 

10 2526 A 
Nadeem Minerals trfs Nadeem 
Minerals Private Limited 109293 0.77 
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11 2543 A 

M/s. 
V.N.K.Menon(Dharmapura 
Iron Ore Mine) 72000 5.40 

12 2547 A 
M/s. Zeenath Transporting 
Company 454783 27.23 

13 2551 A Lakshmi Minerals 10172 0.15 
14 2552 A Shree Gavisiddeswara Minerals 168050 11.44 

15 2580 A 
The Sandur Manganese & Iron 
Ores Ltd 3839036 222.91 

16 2605 A 
Mysore Minerals Ltd -TIOM-
EA 318412 15.40 

17 2682 A 
Rai Bahadur Seth Shreeram 
Narasingh das Pvt Ltd 620757 20.90 

18 2141 B 

M/s. Sri Kumaraswamy 
Mineral Exports(SKME) Pvt 
Ltd 2678716 202.54 

19 2160 B M/s. VESCO 407016 32.75 

20 2236 B 
Sesa Sterlite Ltd chng Vedanta 
Ltd 5135543 245.14 

21 2309 B M/s Zeenath Transport Co. Ltd 224411 13.34 
22 2488 B S A Thwab & Co 87811 3.82 
23 2505 B M Hanumantha Rao 107035 4.65 
24 2538 B H N Premkumar 31500 1.61 
25 2545 B M/s. Lakshmi Minerals 19779 0.65 
26 2549 B H.G. Rangana Gowda 46599 1.64 

27 2593 B 
Ramagad Minerals & Mining 
Pvt Ltd 817371 45.72 

28 2629 B 
Mysore Minerals Ltd - SIOM-
EA 1090737 89.70 

29 2639 B SJMP Holdings LLP 5186 0.07 

30 2505 A 
P. Balasubbashetty (Kardikolla 
suresh Iron ore) 71540 6.36 

31 2514 B Smt. K M Parvatamma 4190 0.26 
Grand total   33863480 2114.76 

Note: Royalty collection details excludes Auction premium 
amount.   
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