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May 18, 2017
To

The Director

Ministry of Environment & Forests (I.A. Division)
Government of India

Paryavaran Bhavan,

CGO Complex,

Lodhi Road,

New Delhi -110003

Sub: Request to extend the validity of Environmental Clearance (EC) issued

Ref 1: MoEF Environment Clearance letter F. No. J-11011/322/2008-1A 1i (1) Dated 29% May 2010
Ref 2: Extension received on 23" August 2015 extending validity of the EC till 28" May 2017
Ref 3: Application made on 23" March 2017 towards extension of the validity of the EC
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Dear Sir/Madam,

We are thankful to you for your patient hearing during our personal representation before you on 4" May 2017.

Subsequent to that we are in receipt of the Minutes of the Meeting of the EC held on 4" May 2017, wherein we
are being asked to submit some more information. Our reply to the same are as follow:

1. Query - Details of activity wise progress made both in terms of physical and financial

Our Response: At the time of the initial Environmental Clearance (EC) given in 2010, the plant was in a
bankrupt stage and only had facilities to produce low value pig iron and some commercial grade billets. This
is because the original assets in the company in 2010 consisted of only a Blast Furnace and a Steel melt shop
(yet to be fully made operational).

Gerdau Steel (a multinational steel company with Head Quarters in Brazil and having operations in 13
countries with total global capacity of 25 Million tons) came to the rescue of this company and wanted to
invest and turnaround the operations in a sustainable way.

The environmental clearance granted to us in 2010 was given to (which has been valid till May 2017) to add
various plant and equipment and infrastructure to achieve the following objectives:

i) To start producing downstream products with the addition of rolling mills
ii) To add power plants, coke oven plant, sinter plant etc to improve the|competitiveness and
sustainability of the operation at a scale of 0.3 MTPA and then
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iii) Subsequently increase the capacity of hot metal and liquid steel to make the capacity of the plant
to 1.0 MTPA

A document showing the expansions made so far and the future plans of the Company is annexed to this
letter for your kind reference as Annexure 1.

2. Query: Activity wise schedule of completion of Balance Work.

Our Response:

Kindly refer the annexure 1 to this letter regarding schedule of completion of balance waork.

3. Query: Exact reasons for delay in implementation of the project along with substantiating
justification.

Our Response:

We would like to bring to your kind notice the various issues faced by the Company in the last years
which hampered the execution of the planned expansions. There are various factors ranging from
financial, economic, political situation in Andhra Pradesh and other factors that have affected the
Company. Nevertheless the company has been steadfast in the execution of the project and we are
today operating a sustainable and profitable business, serving the automotive market.

As you may be aware the original name of the company was Sujana Metal India Ltd. (later the name
changed to SJK Steel Plant Ltd.) and managed by erstwhile promoters. The company went into financial
difficulties and was in 2005 in a bankrupt stage with only the blast furnace completed and barely
operated for a year or so. The steel melt shop was also not tested and run in a continuous manner.

Gerdau Group is a 114 year old company with operating plants in 13 countries decided to make India
its’ home. With the vast experience in technology, market and industry best practices, Gerdau wanted
to bring the company to a stable and profitable operating condition, as quickly as possible. Due to the
financial crisis in 2008-09 investments commenced only in 2010 and construction started soon after the
EC was obtained.

Itis very evident that the steel sector is highly capital intensive sector and also the growth of the sector
has been very sluggish in the last five years.

The Company has started the commercial production in 2013, almost afier three years of receiving the
EC. Instead of going for immediate expansion of various projects the Compan took judicious decision
to improve the existing production facilities by upgrading the technologies' andfimprovising the
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processes. As a result the revenue from operation of the Company, which was just Rs.17.87 Craores in
the year 2009-10 has grown to Rs. 894.20 Crores in the year 2015-16. The Company as a result has
generated almost 2000 jobs directly and another 1000 or so indirecily and also substantially
contributed towards central and state taxes.

The Company in 2010 was under huge amounts of debt and had made arrangements with its lenders
under the scheme of ‘Corporate Debt Restructuring’ (CDR). It was a big challenge for the Gerdau Steel
management to turn around the financial position of the Company and to remain sustainable.

It is very satisfying to state that the Company has successfully repaid all the lenders (except one which
is regularly receiving its dues) and came out of the CDR mechanism. Though the Company has started
generating positive cash flow, the amount of accumulated losses of the past years are still substantial
and impairing the generation of net profit.

Political Situation during 2010-2014

It was during this period, Andhra Pradesh went through a lot of change. The state was torn between
those that agreed with the splitting of the state between Telangana and Andhra, whilst others did not
want to. Not a week went by without political and social unrest.

Despite all these hurdles the company continued to stand by the vision to turn around this bankrupt
organization into a strong enterprise, generating revenues and taxes, providing employment and
empowering the people in the region and imparting skills education to the youth.

Lack of Bank Credit

Even today, bank credit is not easily available for steel companies. Gerdau has brought in much of the
investment through equity capital and it is natural that the build-up of the company has to happen in
stages. We are confident that as the economy matures and sufficient banking reforms happen, such
credit will start to flow.

Import Pressures

With the lacklustre demand across the world and the slowing down of China, excess steel production
capacity in China prompted significant export flow into India. Chinese steel imports, subsidized in many
ways, nearly made it impossible for Indian steel companies to compete. Hence investments had to be
carefully weighed and to be done in a phased manner so that the investments do not end up wasted.

Phased approach to market:

Market studies showed that the automotive and high value alloy steel market was a more logical choice

for the company to establish a firm footing and to bring new technologies to serve the growing needs
\

of the automotive sector.
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Automotive and Energy sectors are today the growing sectors where steel demand is steady and good
suppliers in the supply chain are required to meet the new aspirations of the auto companies: steels
with better strength, improved supply chain and services, consistent quality and strong R&D.

Infrastructure (building) sector demand has been almost stagnant and in fact many plants producing
rebar have been operating well below capacity installed. Hence we decided to pursue the more value
added alloy steel route to be prioritized first and then as situation improves go ahead with rebar and
other construction steel products

Automotive Market Development

To become a sustainable and quality supplier to the automotive OEMs requires a certain development
time and efforts across many areas of the company: technology, systems, quality assurance, training,
provision and testing of samples and it is only after a period of 6-8 months, one can become a qualified
supplier to the automotive companies.

Today our company is qualified to supply high quality alloy steel to many OEMS both in India and
overseas. During these last 3 -4 years we have invested time, money and effort to get fully accreditated
(ISO 9001, 14001, 18001 and TS 16949) as well as.

Water and Power Infrastructure
Water Resources

The plantis located in Anantapur district which is one of the most water deprived regions in the country.
The company does have an allocation of 5 MGD from the Gandikota reservoir, however the reservoir
did not have any water until 2016 and started slowly filling up only since middle of last year. Today the
Gandikota reservoir which has a total capacity of 23 TMC is having only 3 TMC.

The company has been using all its knowledge possible to conserve and reduce water consumption
including strong water conservation measures and built storage reservoirs in order to manage the
current level of production. It is anticipated that the Gandikota reservoir will be increasingly getting
filled in the next 3-4 years and as we see this resource becoming available, the company will build a
pipeline to fully resolve our water needs. This factor is very important to enable us to reach 1 MTPA
capacity.

Power Infrastructure

The Environment clearance we had was to build about 25 MW capacity of power generation. Keeping
in mind the environment and best practices prevailing now, we have set up 21 MW( 6 MW & 15 MW)
power generation capacity, entirely using waste heat recovery and blast furnace gas, which would have
been otherwise wasted into the atmosphere. These two plants have allowed us to generate power
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using waste gas and waste heat and satisfy our current energy needs as well as take care of the
environment.

Investments Made So far

Despite various challenges and uncertzinties, the Company made huge investments to upgrade the
facilities. Further details are given in the Annexure 1.

We have invested in state of the Art technology, implemented strong measures to conserve water and
energy, put in place good systems to control pollution, with advanced de-dusting systems as well as a
comprehensive safety regime.

The year wise investments made by the company are highlighted below:

Sl. No. Year of Investment Amount of Investment (INR)
i 2010-11 1,36,78,729
2 2011-12 3,10,13,000
z: 2012-13 466,57,56,000
4 2013-14 121,00,20,000
) 2014-15 106,09,62,000
6 2015-16 509,55,47,000
Total 1207,69,76,729

Taking into consideration the above facts, challenges faced and the various efforts of the Company, we humbly
request your good office to be kind enough to extend the Environmental Clearance granted.

Thanking You,

Yoyrs far}lfully,
For\Gerdgu Steel Indj

ited,

r shnamoorthy
Managing Director
Encl. Asabove
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Details of Current Operations

The current plant has a capacity of 380 kt of hot metal.
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Details of Key Capex Components, Rationale and Cost

tal investment of ~ USD 181 mn in new equipment and upgrades since FY10
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