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Initiation: who says elephants can't dance? 
 

Coverage initiated with a 2 (Outperform) rating 
 We initiate coverage of Coal India (CIL), the world’s largest 
coal producer, with a 2 (Outperform) rating and DCF-based six-
month target price of Rs375. The company’s improved ability to 
pass on costs, together with a rise in the price of its coal last 
month, easing regulatory hurdles, and a scenario with no 
demand risks at least from FY10-15, lead to our positive view. 

Increased pricing power to mitigate cost pressure 
 Last month’s coal-price rise by CIL should allay investors’
concerns about the ability of the company to pass on cost 
increases to its customers. We forecast 21% of its production to 
be sold at market-linked prices and for this to be a key driver in 
the 13% earnings CAGR we forecast from FY10-13. 

Easing regulatory hurdles should make way for growth 
 We believe the regulatory bottlenecks that have affected the 
India Coal Sector are being eased slowly but surely. We take 
comfort from the fact that large projects have been approved
recently by the Ministry of Environment & Forest (MOEF).  

Structural positioning is stronger than ever  
 For FY10-15, we forecast a 12% coal-demand CAGR in India 
and a supply CAGR of 6%. Some 45% of CIL’s approved 
schemes are expansion projects and we forecast production and 
dispatches (deliveries) to rise at CAGRs of 3% and 4%, 
respectively, from FY10-15. 

 
 

Reuters code COAL.NS 
 

Market data 
SENSEX Index  17,878.81 
Market cap (US$bn) 48.21 
EV (US$bn; 11E) 39.62 
3-mth avg daily T/O (US$m) 30.11 
Shares outstanding (m) 6,316 
Free float (%) 10.0 
Major shareholder President of India (90.0%) 
Exchange rate Rs/US$ 45.126 
 
Performance (%)* 1M 3M 6M 
Absolute 13.9 7.4       
Relative 15.7 17.4       
Source: Daiwa 
Note: *Relative to SENSEX Index 
 

Investment indicators 
  2011E 2012E 2013E 
PER (x) 20.8 17.6 15.9 
PCFR (x) 37.0 15.0 14.7 
EV/EBITDA (x) 14.3 12.1 10.4 
PBR (x) 6.5 5.1 4.1 
Dividend yield (%) 0.6 0.7 0.8 
ROE (%) 35.3 32.5 28.9 
ROA (%) 14.0 14.3 13.7 
Net debt equity (%) net cash net cash net cash 
Source: Daiwa forecasts 
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Income summary 
  Revenue  EBITDA  Net profit  EPS  CFPS DPS 
Year to 31 Mar (Rs m) (%) (Rs m) (%) (Rs m) (%) (Rs) (%) (Rs) (Rs) 
2009 387,888 18.9 24,095 (59.8) 20,775 (60.4) 3.289 (60.4) 14.301 1.830 
2010 446,153 15.0 102,281 324.5 96,221 363.2 15.234 363.2 17.028 2.269 
2011E 496,912 11.4 124,994 22.2 104,622 8.7 16.564 8.7 9.307 2.153 
2012E 563,173 13.3 140,492 12.4 123,345 17.9 19.528 17.9 22.894 2.539 
2013E 616,352 9.4 153,698 9.4 137,186 11.2 21.719 11.2 23.491 2.823 
Source: Company, Daiwa forecasts 
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The three most important charts in this report... 
  CIL: sales mix and blended ASP   
We expect value-led 
revenue growth from 
FY11-13, and a change 
in the sales mix to drive 
revenue growth 
thereafter 
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  CIL: Daiwa forecast for FY11 production sold at market prices  
We estimate grade A&B, 
e-auction, and 
beneficiated coal will 
amount to 21.2% of 
FY11 production 
 

 

Notified prices
78.8%

E-auction
11.3%
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6.5%

Washed coal
3.5%

Market Linked 
21.2%

  Source: Company, Daiwa forecasts 
 

  CIL: company’s coal price vs. imported coal price  
Following the recent 
coal-price hike, CIL’s 
prices will still be 40-
50% lower than prices 
globally 
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Executive summary 

Recent price rise indicates an increase in CIL’s pricing power 
CIL’s coal-price rise on 26 February indicates to us that the company should have 
greater pricing power going forward. We forecast 21% of the company’s FY11 
production to be sold at market-linked prices compared with 15% for FY10. We 
believe with the coal-price rise CIL will be able to mitigate wage-related cost pressure 
and the impact of flat production that we expect from FY11-12 due to the 
implementation of the Comprehensive Environment Pollution Index (CEPI) regulation. 
 
We believe the recent price rise should allay investors’ concerns about CIL’s 
ability to pass on cost increases. As a result of the price rise, we forecast CIL’s 
FY12 consolidated ASP (Rs1,263/tonne) to be 18% higher than the FY10 reported 
ASP of Rs1,074/tonne. On a constant-production basis, we estimate it would affect 
34% of the company’s FY11 production.  
 
Easing regulatory hurdles should make way for growth 
The recent measures taken by the Ministry of Environment & Forest (MOEF) to 
expedite the environmental approvals for a number of large projects over the past 
few months suggest to us that the regulatory bottlenecks faced in the past by the 
sector are easing. We believe the introduction of the Mining Bill (MMDR 2011), 
the Coal Regulatory Bill 2011, and also the softening of the MOEF’s stand on ‘no-
go’ areas are steps in the right direction. 
 
We forecast dispatches to increase at a CAGR of 4% from FY10-15 
We believe that the disruption to CIL’s production from FY11-12 due to the CEPI 
will have no material impact on the company’s dispatches. We forecast CAGRs of 
4% and 3%, respectively, in dispatches and production from FY10-15. Although 
the availability of railway rakes remains a structural issue, we expect there to be an 
incremental supply of seven rakes/day by Indian Railways. 
 
CIL’s structural story is intact: no demand risk for coal in India 
CIL has an edge over its peers as it faces few demand risks. First, we forecast a 
12% CAGR in coal demand from FY10-15 (driven by the addition of 77GW of 
thermal power capacity) and a supply CAGR of 6% (led mainly by a 17% CAGR 
in captive-mine output). We forecast a coal deficit of 142m tonnes for FY15 (see 
Appendix 3 for details). Second, despite the recent coal-price increase, we forecast 
CIL’s blended ASP for FY12 to be US$28/tonne (Rs1,263/tonne), which would 
still be at a substantial discount (40-50%) to the price of imported coal. The 
company has received approval for 77 projects with a capacity of 185m tpa, of 
which 32 projects with a peak rated capacity (PRC) of 104m tpa had started 
production as at the end of December 2010.  
 
View  
We believe CIL will benefit from increased pricing power on the back of 
differential pricing and an increase in market-linked production. In addition, we 
expect the regulatory hurdles to ease going forward, with issues such as the CEPI 
and ‘no-go’ areas resolved. With no change in the demand outlook for coal in India, 
we believe CIL will continue to be in a sweet spot. We initiate coverage with a 2 
(Outperform) rating and a DCF-based target price of Rs375. We believe DCF is the 
most appropriate method to value CIL as it captures the company’s long-term 
earnings potential from its large coal reserves, set to be realised by a rise in 
production and an increase in the mix of market-linked sales. 
 
Key risks  
Land acquisitions, timely MOEF approvals, and an inadequate rail infrastructure 
are the key challenges for CIL, in our view. 

We forecast that 34% of 
FY11 production will  
be affected by the price 
rise 

Recent moves by the 
MOEF suggest it is 
softening its stance on 
environmental-related 
regulations 

4% dispatch growth to 
be led by improving 
evacuation 
(transportation and 
related) infrastructure   

From FY10-15, we 
forecast a 12% coal-
demand CAGR  
and a supply  
CAGR of 6% 

Based on our target  
price of Rs375, the 
implied for FY12-13  
is 19x-17x 
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Company background 
Coal India is the largest coal-mining company in the world in terms of raw coal production (431.26m tonnes for FY10), total coal 
reserves (18.86bn tonnes), and resources base (64.22bn tonnes).      

 

Coal India – financial summary  
Profit and loss (Rs m)  Balance sheet (Rs m) 

Year to 31 Mar 2009 2010 2011E 2012E 2013E 
Coal 387,888 446,153 496,912 563,173 616,352 
Others 0 0 0 0 0 
Others 0 0 0 0 0 
Total revenue 387,888 446,153 496,912 563,173 616,352 
Other income 21,556 27,362 0 0 0 
COGS (323,177) (298,739) (306,017) (351,802) (386,385) 
SG&A (19,285) (19,336) (20,963) (22,892) (24,998) 
Other op. expenses (59,516) (66,297) (62,411) (66,459) (71,744) 
EBIT 7,466 89,142 107,522 122,020 133,225 
Net-interest inc./(exp.) 26,882 25,575 26,879 28,255 34,214 
Assoc/forex/extraord./others 23,059 24,928 19,456 31,115 34,305 
Pre-tax profit 57,407 139,646 153,856 181,390 201,744 
Tax (36,632) (43,425) (49,234) (58,045) (64,558) 
Min. int./pref. div./others 0 0 0 0 0 
Net profit (reported) 20,775 96,221 104,622 123,345 137,186 
Net profit (adj.) 20,775 96,221 104,622 123,345 137,186 
EPS (reported) (Rs) 3.289 15.234 16.564 19.528 21.719 
EPS (adj.) (Rs) 3.289 15.234 16.564 19.528 21.719 
DPS (Rs) 1.830 2.269 2.153 2.539 2.823 
EBIT (adj.) 7,466 89,142 107,522 122,020 133,225 
EBITDA (adj.) 24,095 102,281 124,994 140,492 153,698  

 As at 31 Mar 2009 2010 2011E 2012E 2013E 
Cash & short-term investment 296,950 390,778 405,678 494,510 596,059 
Inventory 36,666 44,015 49,691 56,317 61,635 
Accounts receivable 18,475 21,686 24,846 28,159 30,818 
Other current assets 117,271 86,672 124,338 140,904 154,198 
Total current assets 469,362 543,151 604,553 719,889 842,710 
Fixed assets 129,283 142,590 163,117 191,144 210,672 
Goodwill & intangibles 0 0 0 0 0 
Other non-current assets 24,600 22,479 22,479 22,479 22,479 
Total assets 623,244 708,220 790,149 933,512 1,075,861 
Short-term debt 19,680 16,199 13,199 10,199 7,199 
Accounts payable 0 0 0 0 0 
Other current liabilities 399,422 413,847 422,375 478,697 523,899 
Total current liabilities 419,102 430,046 435,575 488,896 531,099 
Long-term debt 1,805 4,669 4,669 4,669 4,669 
Other non-current liabilities 12,238 14,774 14,774 14,774 14,774 
Total liabilities 433,146 449,490 455,018 508,339 550,542 
Share capital 63,164 63,164 63,164 63,164 63,164 
Reserves/R.E./others 126,916 195,330 271,731 361,773 461,919 
Shareholders' equity 190,080 258,494 334,895 424,937 525,083 
Minority interests 19 236 236 236 236 
Total equity & liabilities 623,244 708,220 790,149 933,512 1,075,861 
Net debt/(cash) (275,465) (369,909) (387,809) (479,641) (584,191)  

   
Cash flow (Rs m) 

Year to 31 Mar 2009 2010 2011E 2012E 2013E 
Profit before tax 57,407 139,646 153,856 181,390 201,744 
Depreciation and amortisation 10,630 6,795 17,473 18,473 20,473 
Tax paid (27,907) (39,990) (49,234) (58,045) (64,558) 
Change in working capital 56,054 22,680 (37,880) 29,817 23,931 
Other operational CF items (5,853) (21,576) (25,426) (27,027) (33,211) 
Cash flow from operations 90,332 107,554 58,788 144,608 148,379 
Capex (18,746) (19,977) (38,000) (46,500) (40,000) 
Net (acquisitions)/disposal 0 0 0 0 0 
Other investing CF items 0 0 0 0 0 
Cash flow from investing (18,746) (19,977) (38,000) (46,500) (40,000) 
Change in debt 2,646 (616) (3,000) (3,000) (3,000) 
Net share issues/(repurchases) 0 0 0 0 0 
Dividends paid (17,054) (22,100) (28,248) (33,303) (37,040) 
Other financing CF items 29,616 28,031 26,879 28,255 34,214 
Cash flow from financing 15,208 5,315 (4,369) (8,048) (5,827) 
Forex effect/others 0 0 0 0 0 
Change in cash 86,794 92,892 16,419 90,059 102,552  

 Key ratios  
Year to 31 Mar 2009 2010 2011E 2012E 2013E 
Sales – YoY %  18.9 15.0 11.4 13.3 9.4 
EBITDA (adj.) – YoY % (59.8) 324.5 22.2 12.4 9.4 
Net profit (adj.) – YoY % (60.4) 363.2 8.7 17.9 11.2 
EPS (adj.) – YoY % (60.4) 363.2 8.7 17.9 11.2 
EBITDA margin % (adj.) 6.2 22.9 25.2 24.9 24.9 
EBIT margin % (adj.) 1.9 20.0 21.6 21.7 21.6 
Net-profit margin % (adj.) 5.4 21.6 21.1 21.9 22.3 
ROAE (%) 11.5 42.9 35.3 32.5 28.9 
ROAA (%) 3.7 14.5 14.0 14.3 13.7 
ROCE (%) 3.7 36.3 34.0 30.8 27.3 
ROIC (%) n.a. n.a. n.a. n.a. n.a. 
Net debt to equity (%) net cash net cash net cash net cash net cash 
Effective tax rate (%) 63.8 31.1 32.0 32.0 32.0 
Accounts receivable (days) 16.5 16.4 17.1 17.2 17.5 
Payables (days) 0.0 0.0 0.0 0.0 0.0 
Net interest cover (x) n.a. n.a. n.a. n.a. n.a. 
Net dividend payout (%) 55.6 14.9 13.0 13.0 13.0  

   
Key assumptions 

Year to 31 Mar 2009 2010 2011E 2012E 2013E 
Coal Production (Million tonnes) 403.7 431.3 433.4 446.4 464.3 
Coal Dispatch (Million tonnes) 401.4 415.4 428.9 446.0 463.9 
Coal avg. blended price per tonnes 
(INR) 966.3 1,074.1 1,158.7 1,262.7 1,328.7 
                                    
                                    
                                    
                                    
                                    
                                     

 PER bands  

22.9x
20.8x
18.7x
16.6x
14.5x
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309
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Source: Company, Daiwa forecasts 
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Valuation and target price 

We initiate coverage of CIL with a 2 (Outperform) rating and six-month target 
price of Rs375 based on a DCF methodology. We believe DCF is the most 
appropriate method to value the company as it captures the long-term earnings 
potential from the company’s large coal reserves, set to be realised by a rise in 
production and an increase in the mix of market-linked sales.  
 
Our DCF model uses a two-stage forecast for cash flow. The first stage involves 
cash-flow projections up to FY30. The second stage is based on a terminal-growth-
rate assumption of 2.5%. We assume a COE of 12%, to arrive at a WACC of 
11.3%, assuming a target debt-to-capital ratio of 10%. 
 
We have assumed volume growth of 4% until FY18, and then constant volume 
growth of 2% until FY30. Our pricing assumptions are in line with the increases in 
the costs, so we assume the EBITDA margin remains constant until there is change 
in the sales mix. 
 
At our target price of Rs375, the stock would trade at PERs of 19.2x and 17.2x on 
our FY12 and FY13 EPS forecasts, respectively. 
 

Assumptions: DCF  
Risk-free rate 8%
Beta 1.00
Market-risk premium 4%
Cost of equity  12%
 
Gross cost of debt 7.5%
Tax rate 32%
Net cost of debt 5.1%
 
Target debt-to-capital ratio 10%
 
WACC 11.3%
 
Terminal growth rate (%) 2.5%
Source: Daiwa forecasts 
 

DCF valuation  
Sum of present value until FY30 (bn)                1,876 
Less: net debt for FY12 (bn) (492)
Equity value (bn)                2,369 
No. of shares (bn) 6.32
Value (Rs/share) 375
Target price  375
Source: Daiwa forecasts 
 

Sensitivity: WACC & terminal growth rate 
COE 

 Terminal growth rate  11.2% 11.7% 12.2% 12.7% 13.2% 
1.5%                  404                    385                 368                   352                    338  
2.0%                  409                    389                 371                   355                    341  
2.5%                  415                    394                 375                   359                    344  
3.0%                  422                    400                 380                   363                    347  
3.5%                  430                    406                 385                   367                    351  

Source: Daiwa forecasts  
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Global peer comparison  
The stock is trading at a PER premium to its global peers even though the 
company’s ASP is 40-50% lower than market-linked prices, as: 1) there is no 
volatility in its earnings, with 78.8% of its sales at notified prices (set by the 
government), 2) it is the largest company in the world based on its total coal 
reserves (18.86bn tonnes) and resources base (64.22bn tonnes), 3) it enjoys a 
strong and consistent free cash flow (FCFF) (Rs117bn for FY10), 4) we see no 
demand risk for the foreseeable future, and 5) we believe ASPs can only rise from 
here. 
 

Global comparison 
  Bloomberg  Share price Mkt cap PER (x) EV/EBITDA (x)  PBR (x)  ROE (%) 
Company code Currency (21-Mar-11) US$bn 2011E 2012E 2011E 2012E 2011E 2012E 2011E 2012E 
China                        
China Shenhua Energy* 1088 HK Rmb 29.4 86.2 14.0 12.0 7.7 6.5 2.6 2.3 20.0 20.5 
China Coal Energy* 1898 HK Rmb 10.0 21.9 10.6 8.9 5.4 4.4 1.6 1.4 16.4 17.1 
Yanzhou Coal Mining* 1171 HK Rmb 21.3 20.6 13.2 12.6 7.9 7.1 2.5 2.2 18.6 17.1 
Fushan International Energy 639 HK HK$ 5.7 4.0 13.3 11.7 6.8 6.0 1.6 1.5 12.9 13.5 
Hidili Industry International 1393 HK Rmb 5.4 1.7 9.5 8.1 7.9 6.6 1.5 1.3 15.5 15.9 
               
Asia ex Japan              
Adaro Energy ADRO IJ Rp 2,325.0 8.5 14.0 10.6 6.4 5.0 3.3 2.7 24.7 27.9 
Bumi Resources BUMI IJ US$ 3,075.0 7.3 14.1 10.4 6.2 5.0 3.1 2.5 22.5 24.9 
Banpu PCL BANPU TB Bt 746.0 6.7 11.3 10.3 9.0 7.8 2.6 2.2 25.6 23.5 
Bayan Resources Tbk PT BYAN IJ Rp 17,150.0 6.6 25.9 22.7 15.3 13.4 13.6 10.0 46.9 47.9 
Tambang Batubara Bukit Asam PTBA IJ Rp 20,600.0 5.4 13.3 11.0 8.9 7.3 5.4 4.3 46.2 43.1 
               
US               
Peabody Energy BTU US US$ 70.2 19.0 14.6 11.8 8.4 6.9 3.3 2.6 24.7 23.9 
Consol Energy CNX US US$ 53.9 12.2 19.8 12.5 9.0 6.8 3.4 2.7 18.0 23.8 
Massey Energy Mee US US$ 62.1 6.4 17.6 11.9 7.8 6.2 2.9 2.3 18.0 22.0 
Alpha Natural Resources ANR US US$ 55.3 6.7 12.3 9.5 5.8 5.0 2.1 1.8 18.3 21.1 
Walter Energy WLT US US$ 116.0 6.2 9.0 8.9 4.8 4.5 4.7 3.2 72.9 46.4 
Arch Coal ACI US US$ 34.5 5.6 13.6 9.3 6.8 5.3 2.2 1.8 15.6 21.9 
               
       FY12E FY13E FY12E FY13E FY12E FY13E FY12E FY13E 
India              
Coal India* COAL IN Rs 347.2 48.7 17.8 16.0 12.2 10.5 5.2 4.2 32.5 28.9 
NTPC* NATP IN Rs 173.0 31.7 14.0 12.4 11.7 10.2 1.9 1.8 14.4 15.0 
Source: Bloomberg, *Daiwa forecasts   
Note: prices for US companies are as at 18 March 2011 
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Recent price rise was a positive surprise  

CIL’s recent coal-price rise should allay investors’ concerns about the company’s 
ability to pass on costs from rising wages and fuel prices and the impact of flat 
production from FY11-12. For FY12, we forecast the blended ASP to rise by 10% 
YoY, and additional revenue of Rs66bn on the back of the recent price increase. 
However, we believe the price rise will have no effect on the EBITDA margin. 
 

CIL: dispatches and blended ASP  
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We expect more price rises in FY13-14 

We forecast another rise in the blended ASP of about 10%, spread over FY13-14, 
primarily to pass on the impact of planned wage rises in FY12. We believe it will 
be related to the coal supply for the Power Sector, which was excluded from the 
recent price increase. 
 
Differential pricing introduced for 14% of FY11 production 

CIL has introduced the concept of ‘differential pricing’ for sectors that price their 
end products at market levels and also benefit from coal supplies at notified prices. 
We estimate that the raw coal sold to non-priority sectors (those other than Power, 
Fertiliser, and Defence) will account for about 14% (60m tonnes) for FY11 on a 
constant-production basis. This will allow the company to avoid raising coal prices 
for the Power Sector, which has a direct effect on the inflation level in India. The 
Power Sector accounts for about 80% of dispatches. 
 

Dispatches to non-priority sectors (FY10) 
Sector FY10 dispatch (m tonnes) % of FY10 production
Steel  18.6 4.3
Aluminium  13.2 3.1
Cement  9.5 2.2
Others  18.8 4.4
Total 60.0 13.9 
Source: Company, Daiwa estimates 
 
We estimate 21% of FY11 production will be sold at market-linked prices  

Meanwhile, the company also has introduced market pricing for grade A&B non-
coking coal (7% of FY11 production, based on our forecast). The pricing will be 
based on a 15% discount to the six-month average price on a particular index, such 
as Richards Bay (South Africa) or the Newcastle coal index.  
 
Including e-auction sales and beneficiated coal, we forecast 21% of the company’s 
production to fetch market prices for FY11. 

We forecast the recent 
price rise to lead to 
additional revenue of 
Rs66bn in FY12 

We forecast the blended 
ASP to rise by about 
10% from FY13-14 

The Steel (4%) and 
Aluminium (3%) sectors 
are the largest non- 
priority consumers 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 9 

  CIL: Daiwa forecast for FY11 production sold at market prices  
We estimate grade A&B, 
e-auction, and 
beneficiated coal will 
amount to 21.2% of 
FY11 production 
 

 

Notified prices
78.8%

E-auction
11.3%

Grade A&B
6.5%

Washed coal
3.5%

Market Linked 
21.2%

  Source: Company, Daiwa forecasts 
 
The frequency of price rises has increased 

Last month’s price rise was the first in 16 months – the previous increase in 
notified prices was in October 2009 – and was the fifth increase in notified prices 
by the company since coal prices were deregulated in 2001. 
 
We expect another price rise in FY13, albeit smaller than the last, to factor in the 
impact of the wage rises resulting from the 7th Pay Commission’s 
recommendations. The company will start providing for the wage increase in FY12. 
 

CIL: coal-price rises since 2001 
Date Price increase (%)
1 Jan 2001 8.5
15 Jun 2004 16.2
12 Dec 2007 10.0
16 Oct 2009 11.0
26 Feb 2011 10.0 
Source: Company 
 
We estimate 34% of FY11 production will be sold at the new price 

On 26 February, CIL raised prices at three levels, which resulted in a 10% increase 
in the company’s blended ASP. 
  

CIL: price-rise categories  
  % of FY11 production Basis of price increase % increase in price 
Non-coking grade A&B 7 Benchmarked to an international coal index with a 15% discount 100-120 
Coal produced at Mahanadi Coal Fields 24 Brought in line with South Eastern Coal Fields notified prices 20-50 
Non-priority sector customers 3 Prices raised  by 30% 30 
Source: Company, Daiwa forecasts 

• Prices for non-coking grade A&B coal are now benchmarked to an 
international coal index with a 15% discount. There have been increases of 100-
120% in the prices of these grades of coal, which account for about 7% of our 
FY11 production forecast. 

 

The recent price rise 
came following a  
16-month period  
of no changes 
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Non-coking coal production by grade   
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• The prices of the coal produced at Mahanadi Coal Fields (MCL) have been 
brought in line with those of South Eastern Coal Fields (SECL). Prior to the 
price rise, the pricing differential between MCL’s and SECL’s coal ranged from 
3-19% depending on the grade. MCL’s ASP for FY10 (Rs622/tonne) was 42% 
below the blended ASP of CIL, of Rs1,074/tonne. Hence, there has been a 20% 
increase in the selling prices to customers in the Power Sector, and about a 50% 
increase in selling prices to customers in the non-priority sectors. MCL was 
hived off from SECL in 1992: the coalfields had almost similar quality/grades of 
coal, but prices were kept at a discount, an anomaly that has now been rectified. 

 
Price differential of 3-19% that existed between MCL and SECL   
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MCL: coal prices revised for power sector by 20% and for others by ~50% 
  Previous prices New prices Rs/tn % increase 
  Rs/tn Power Others Power Others

Long-flame coal   
Grade A 1,430 4,100 4,100 187 187
Grade B 1,290 3,990 3,990 209 209
Grade C 1,080 1,180 1,530 9 42
Grade D 920 1,010 1,310 10 42
   
Non long-flame coal   
Grade A 1,280 3,690 3,690 188 188
Grade B 1,130 3,590 3,590 218 218
Grade C 950 1,050 1,370 11 44
Grade D 790 880 1,140 11 44
Grade E 620 730 950 18 53
Grade F 480 570 740 19 54
Grade G 350 430 560 23 60
Source: Company 

• A 30% increase in notified prices for customers in non-priority sectors. All 
sectors, other than the Power, Defence and Fertiliser, are considered ‘non-
priority’. We forecast about 7% of FY11 production by CIL will be sold under 
this category. 

 
Power Sector largely unaffected so far 

CIL’s coal prices for the Power Sector were unchanged for the most part, except 
for those power companies sourcing their coal from MCL or using high-grade 
A&B coal. This was due to the present macro environment, as any increase in the 
cost of producing power would have a multiplier effect on inflation.  
 
However, we believe CIL will have to raise its prices in FY13 to pass on fully the 
impact of the planned wage rises in July 2011. Our assumption of a 10% increase 
in the company’s blended ASP in FY13-14 aims to factor this in. 
 
Blended ASP would still be at a substantial discount to those of its international 
peers 

Despite the price rise, CIL still has one of the lowest ASP among its international 
peers. We forecast its blended ASP for FY12 to be US$28/tonne (Rs1263/tonne), at 
a substantial discount to its Asia peers. Even after adjusting for the difference in 
the gross calorific value (GCV) between imported coal and that of CIL, there is a 
50% discount in the company’s selling price. 
 

CIL: FY12E ASP by product   CIL: ASP vs. Asia peers   
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The price of coal 
destined for the  
Power Sector may  
be raised in FY13 

Following the price rise, 
CIL’s blended ASP is 
still 40-50% lower than 
prices globally 
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CIL: price vs. imported coal price  
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Beneficiation and e-auctions should help in achieving parity in pricing  

Beneficiated coal and e-auction sales accounted for 15% of total dispatches by CIL 
for FY10. These enjoy significantly higher ASPs than raw coal. We forecast the 
ASP of washed coal to be 120% higher than CIL’s raw coal (Rs1,034/tonne) for 
FY11, while that of e-auction coal was 70% higher. Coal sold in both these ways 
also contributes significantly to the company’s operating margin. 
 
Coal beneficiation … a story for FY14 and beyond; we forecast 60m tonnes by 
FY17 

CIL plans to set up 20 coal washeries with a cumulative capacity of 111m tonnes at 
a capex of Rs24bn. The company plans to phase out its existing capacity of 39m 
tonnes a year gradually as the capacity-utilisation rate is about 35%.  
 
The incremental cost of washing coal is US$2/tonne, but the GCV improves by 
15%, while the ASP is only 10-15% lower than for coal imported from Indonesia. 
For FY10, the company achieved a rate on washed coal sales of Rs2,136/tonne 
(US$49/tonne). 
 
CIL expects its 111m-tonne coal-beneficiation capacity to be operational by FY17. 
The company expects a faster-than-usual implementation as 18 of the 20 projects 
will be awarded on a build-operate-maintain (BOM) basis, with the other two to be 
managed in-house.  
 
Based on our channel checks, we understand that the company has already awarded 
letters of intent for three washeries (20m tonnes), and shortlisted bidders for three 
others (22.5m tonnes). For the balance of 11 projects planned on a BOM basis, the 
company will put out tenders using a common bidding document, which should 
lead to a shorter process than if the tenders were issued on an individual basis. 
 

The ASPs of washed 
and e-auction coal were 
120% and 70% higher, 
respectively, than that  
of raw coal for FY11 

Orders for six (42m tpa) 
of 20 (111m tpa) 
washeries have been 
placed; for the balance a 
common bidding 
document has been 
finalised 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 13 

Status of 20 washeries (111m tn) 
Washery  Subsidiary Capacity (m tpa) BOM/turnkey Status 
 Madhuband  BCCL 5.0 BOM Letter of assurance (LOA) issued; awaiting environmental approval 
 Patherdih  BCCL 5.0 BOM Tender issued 
 Dugda  BCCL 2.5 BOM Tender issued 
 Dahibari  BCCL 1.6 BOM Tender issued 
 Patherdih  BCCL 2.5 BOM Part of common evaluation process 
 Dhori  CCL 2.5 Turnkey  
 Total coking washeries   19.1   
 Ashoka  CCL 10.0 BOM LOA issued; terms of reference submitted 
 Basundhara  MCL 10.0 BOM LOA issued; environmental approval applied for 
 Jagannath  MCL 10.0 BOM Tender issued 
 Chitra  ECL 2.5 BOM 
 Sonpurbazari  ECL 8.0 BOM 
 Bhojudih  BCCL 2.0 BOM 
 Karo  CCL 2.5 BOM 
 Konar  CCL 3.5 BOM 
 Kusmunda  SECL 10.0 BOM 
 Baroud  SECL 5.0 BOM 
 Hingula  MCL 10.0 BOM 
 IB Valley  MCL 10.0 BOM 
 Kolarpimpri  WCL 5.0 BOM 

Part of common evaluation process 

 New Piparwar  CCL 3.5 Turnkey  
 Total non-coking washeries   92.0   
 Total   111.1   
Source: Company 

 
Our forecasts for washed coal are substantially lower than those of management 

However, our forecast for the capacity to be added by FY17, of 53m tonnes (plus 
7m tonnes from existing projects), is a lot lower than the guidance from the 
company, as we factor in delays of 1-2 years to receive the necessary approvals. 
We expect the full capacity of 111m tonnes to be operational by FY22. 
 

Ramp-up in washed-coal dispatches    Revenue and ASP from washed-coal sales   
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E-auction: moving to market pricing 

The recent price rise by the company has set the floor in the premium that e-auction 
prices have over notified prices at 30%. However, e-auction prices have always been 
at a premium of more than 30% to notified prices since they were introduced in FY06. 
 
Some 11% of FY10 dispatches were through e-auction and the ASP was 
Rs1,583/tonne (US$35/tonne), which was 62% higher than the notified raw-coal 
prices. From January-September FY11, CIL dispatched 32.3m tonnes of coal 
through this channel (10.5% of total dispatches), and achieved an 81% premium to 
the ASP for raw-coal prices.  

All our forecasts factor 
in delays of 1-2 year  
in approvals 

E-auction aids price 
discovery of raw coal 

E-auction prices at 81% 
premium to raw coal in 
9MFY11 
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We forecast e-auction volume to amount to 49m tonnes for FY11 compared with 
43m tonnes for FY10, and for the ASP to be 70-75% higher than that for raw-coal 
prices. 
 

E-Auction ASP vs. notified coal prices    E-auction volume and ASP  
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Rise in e-auction dispatches would help maintain operating profitability for FY11-
12 

CIL’s strategy to cope with production cuts and inadequate railway rake 
availability at some of its mines is to push most of its inventory through the e-
auction channel, for which most of the deliveries are by road. This, we believe, is 
aimed at maintaining dispatch growth despite production cuts and helping to 
maintain profitability, as the ASP of coal sold through e-auctions is 70% higher 
than the notified prices.  
 
The management has indicated that the e-auction volume could increase from the 
current 11% of dispatches to about 12-13% for FY12. We estimate that a 1% rise in 
the proportion of e-auction dispatches results in earnings increasing by 2%. 
 

E-auction sales as a % of total dispatches  
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Margins should be maintained as no change expected in sales mix for FY11-13 

We assume no major change in CIL’s sales mix over the next three years. We also 
believe that price rises would have no effect on the EBITDA margin. As a result, 
we forecast margins to be flat for FY11-13, at 25%. 
 
 

CIL: sales mix and blended ASP   

0

100

200

300

400

500

600

FY07 FY08 FY09 FY10 FY11E FY12E FY13E FY14E FY15E

(m tonnes)

0

200

400

600

800

1,000

1,200

1,400

1,600
(Rs/tonne)

Raw coal E-auction Beneficiated coal ASP

Source: Company, Daiwa forecasts 

We assume no major 
change in the sales mix 
for FY11-13; price rises 
should be margin 
neutral 
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Production and dispatches: will the elephant dance? 

We forecast a production CAGR of 3% from FY10-15 
Our forecasts are below the past 10-year average 

The company’s production over the past 10 years has increased at a 5% CAGR. 
However, from FY10-15 we forecast a 3% CAGR, as we believe that issues such 
as environmental and forestry approvals and timely land acquisitions have become 
increasingly difficult. Our forecast is lower than management’s guidance of a 5.5% 
YoY rise in production beyond FY13. 
 

CIL: production  
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CIL: company guidance vs. Daiwa forecasts for production   
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We forecast lower production growth because … 
Our view of a lower growth rate than the company’s guidance is supported by the 
following. 

CEPI, environmental 
approvals and 
inadequate evacuation 
infrastructure likely to 
limit production growth 

 • Short-terms issues such as the implementation of the CEPI (discussed later in 
this report), which should result in flat production growth from FY11-12. 

• The perennial issues of environment and forestry approvals and land acquisition, 
which usually take much longer than management expect. 

• Most importantly production would be constrained by lower dispatches on
account of inadequate evacuation infrastructure. 

We forecast production 
to rise from 431m 
tonnes for FY10 to 
497m tonnes for FY15 
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A 3% CAGR in production should be achievable  

Although we expect production growth to be flat from FY11-12, we forecast a 
production CAGR of 3% from FY10-15. The two reasons for this are:  

• the potential resolution of the CEPI-regulation issue by FY12 and also a more 
relaxed stance by the MOEF on other issues, such as no-go areas, and 

• 45% of the mines that have received all the necessary approvals are expansion 
projects, and so these will take less time than the other projects to start operating  
once the above issues have been sorted out.  

 
Impact of the CEPI should be mitigated by the recent 10% price 
rise 
FY11-12 production guidance revised down by 3% and 8%, respectively  

CIL recently revised down its production guidance for FY11 and FY12 to 440m 
tonnes (from 460.5m tonnes) and 447m tonnes (from 486.5m tonnes), respectively. 
This was due primarily to the implementation of the CEPI in January 2010. The 
CEPI regulation states that any industrial cluster with a pollution index level of 
more than 70 will not be allowed to operate until they have achieved a level below 
70. As a result, the new mines and expansion projects planned by CIL have not 
been granted environmental approval over the past 12 months. 
 

CIL: revisions to production guidance for FY11 and FY12   
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CEPI has impacted coal fields that contributed 48% of FY10 production 

We believe four of CIL’s major coalfields have been affected by the 
implementation of the CEPI: Talcher, Korba, Ib Valley, and Jharia (Dhanbad). 
Combined, they accounted for 48% of the company’s FY10 production, and hold 
56% of the proven reserves. Although production at existing mines has not been 
affected by the CEPI, the expansion projects and new mines that were expected by 
the company to contribute during FY11-12 have been held up as no environment 
approvals have been granted. These projects were expected by the company to add 
16m tonnes to production in FY11 and 39m tonnes in FY12. 
 

CIL: CEPI scores of major coalfields 
  Pollution index  % of production % of reserves
Industrial cluster  Air Water Land CEPI score FY10 FY10 (JORC)
Korba  67 57 73 83 18 13
Talcher  64 69 66 82 14 27
Dhanbad  65 59 66 79 6 3
Ib Valley  61 57 59 74 10 13
Source: Company, MOEF 

Impact of the CEPI on 
production should be 
mitigated partly by the 
recent 15% price rise 

Management estimates 
FY12 production will be 
39m tonnes lower due to 
the CEPI 
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A review in March 2011 could improve FY13 production 

The MOEF has planned a meeting in March 2011 to review the impact of the CEPI. 
Any extension of the CEPI beyond March would result in CIL’s FY13 production 
being affected negatively. However, we believe the company is likely to contest the 
blanket approach used by the MOEF to calculate the CEPI of a cluster. CIL 
believes (based on its own studies) that coal-mining by its nature has a CEPI score 
of more 70, and that it is mostly the pit-head consumers that account for the 
pollution. Hence, the company has proposed that the MOEF takes an industry-
based approach, whereby coal mining would be unaffected due to its relatively low 
contribution to pollution. 
 
We forecast production growth to return to 4% YoY for FY13 as we believe that 
CIL’s reasoning for its proposal is sound. Hence, if the CEPI standards for the 
industry are relaxed after March, we believe it is reasonable for the company to 
increase its production by 4% YoY for FY13, as it takes 9-12 months for the 
production to start at a mine once all the necessary approvals have been received 
and the overburden removed. However, if the CEPI standards were to remain in 
place, there would be downside risk to our forecasts for FY13 and beyond. 
However, we think this is unlikely as the MOEF has softened its stance and has 
approved 16 coal blocks that had been affected by the CEPI. 
 

  CIL: production  
Our estimates factor in 
relaxed CEPI norms 
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10% price rise should offset partly the impact of a reduction in production 

With the recent price rise of an average of 10% in FY12, we believe the impact of a 
reduction in production on account of the CEPI will be mitigated to some extent.  
 
Future expansion plans appear to be intact 
11th Five-Year Plan target: 22% of projects are operational 

At the start of India’s 11th Five-Year Plan (2007-12), CIL planned 142 projects that 
would contribute 381m tpa (PRC) to production by FY12. However, the company 
has received approval for only 77 projects with a capacity of 185m tpa (48.5% of 
the total planned production), of which 32 projects with a PRC of 104m tpa was 
being produced as at the end of December 2010 and these projects contributed 57m 
tonnes (15% of the planned production) to production in FY10. 
 

We expect a resolution 
to the CEPI issue in 
FY12, and business as 
usual from FY13 
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CIL: progress on 11th Five-Year Plan projects 
   
 11th Five-Year Plan target: 142 mines, PRC of 381m tpa  
   

   

 Approvals received: 77 mines, PRC of 185m tpa  
   

   

 Under production: 32 mines, PRC of 104m tpa  
    

Source: Company, Daiwa forecasts 
 
45% of the company’s approved mines are expansion projects 

Of the 77 mines that have received all the necessary approvals, about 45% are 
expansion projects (PRC of 126m tpa), which should therefore be able to ramp up 
production more quickly than the other mines as the geological reports for these 
have been prepared, which itself takes 24 months. The company has also gone 
ahead with removing overburden at many of the mines that have been affected by 
the CEPI. Hence, we believe that once issues relating to the problems of the CEPI 
and no-go areas have been resolved, production growth could rise from 3% YoY 
for FY11-12 to 4% from FY13 onwards. 
 

CIL: approved mine projects  

Expansion projects
45%; PRC 126m tpa

New mine projects
55%; PRC 59m tpa

Source: Company, Daiwa forecasts 
 
The issue is dispatches, not production 
We forecast a long-term dispatch CAGR of 4% from FY10-15 

The company will produce only what it can dispatch. We expect production growth 
to mirror that of dispatches over FY12-15. Hence, we believe that a greater threat 
to dispatch growth is inadequate transportation infrastructure rather than increases 
in production. Rail-wagon availability, rail sidings, roads and loading facilities are 
the basic infrastructure requirements at a mine. The lack of proper infrastructure 
has led to rising coal inventory, which increased from 33m tonnes for FY06 to 63 
m tonnes for FY10. 
 

The company’s 
expansion projects could 
contribute 126m tpa 
once fully operational 

Dispatch is a bigger 
concern for us than 
production; we forecast 
a 4% CAGR in 
dispatches from  
FY10-15 
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CIL: dispatches by customer   CIL: mode of dispatches  

Power
80%

SME
11%

Others
2%

Cement
2%

Steel
5%

 

Rail
47%

MGR
21%

Road
29%

Others
3%

Source: Company, Daiwa forecasts  Source: Company, Daiwa forecasts 
Note: refers to merry-go-round 

 
Our forecasts are lower than the past 10-year average CAGR of 4.6%  

CIL’s dispatches increased at a CAGR of at 4.6% CAGR from FY00-10, from 
264m tonnes to 415m tonnes. Our forecast of a CAGR of 4% from FY10-15 is 
lower than the past 10-year average as we believe that the pace of infrastructure 
construction has not kept pace with the rise in production. For instance, from FY03-
10 total dispatches increased by a CAGR of 5.3%, but the availability of railway 
rakes rose by a CAGR of only by 2.6% (about 47% of CIL’s dispatches are by rail). 
 

CIL: production and dispatches   CIL: dispatches  
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FSA/MOU targets will be met despite flat production in FY11-12 

Aided by an opening inventory of 63m tonnes in FY11, we believe the company 
will be able to mitigate the shortfall from inadequate production in FY11-12. We 
estimate that total coal availability (production plus inventory) for CIL in FY11 is 
about 500m tonnes, compared with its fuel-supply agreement (FSA) and 
memorandum of understanding (MOU) targets of 430m tonnes based on 100% of 
the requirement by its customers.  
 
CIL does not need to supply the full requirement under its commitments (FSA). 
The company supplies the coal depending on the penalty thresholds for respective 
customers. For instance, its FSA with the power companies states that it has to 
supply 90% of annual contracted quantity. However, for non-power customers the 
penalty threshold is a lot lower, at 50-60%. Hence, based on our estimates, the 
FSA/MOU obligations of CIL should be 347m tonnes for FY11 and 375m tonnes 
for FY12. We believe the company will be able to meet these obligations. 

We see no risk to CIL’s 
FSA/MOU commitments 
in FY11-12 
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CIL: FSA/MOU obligations for FY11-12 

Sector FSA/MOU 
Penalty 

threshold 
FY11 targets  
(m tonnes) 

Actual FY11 delivery 
(m tonnes)^ 

FY12 targets  
(m tonnes) 

Actual FY12 delivery  
(m tonnes)^ 

Power FSA 90% 306 275 306 275 
Power MOU Best effort 23 14 77 39 
Non-power FSA 60% 68 41 68 41 
Non-power MOU 50% 34 17 49 17 
Total (A)   430 347 499 371 
       
E-auctions plus washed coal (B)    82  75 
       
Coal production (C)    433  446 
       
Opening Stock (D)    63  68 
       
Closing Stock (C+D-A-B)    68  68 
Source: Company, Daiwa forecasts 
Note: *Targets based on 100% requirement, ^power MOU delivery assumed at 60% for FY11 and 50% for FY12  

 
Rake availability is a structural issue 

According to the previous dispatch estimates of the company, CIL’s requirement 
would be 185 rakes/day in FY11 and 194 rakes/day in FY12. However, based on 
our dispatch forecasts of 429m tonnes for FY11 and 446m tonnes for FY12, the 
company would require 163 rakes/day in FY11 and 170 rakes/day in FY12. As at 
the end of December 2010 (the first nine months of FY11), the rakes loaded had 
been 158/day. At its company’s analyst meeting, the management said that 
although the availability of rakes had improved following its rail-coal interface 
meetings in FY11, it remained the single biggest hurdle to efficient dispatches. The 
two following charts show the availability of rakes per day on a quarterly basis 
(first chart), and the availability of rakes for each of CIL’s eight subsidiaries for the 
first nine months of FY11 (second chart).    
 

Quarterly rail-wagon loading (FY10)  Rakes/day at CIL’s eight subsidiaries (Apr-Dec 2010) 
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 Source: Company, Daiwa forecasts 

 
We assume a 4% YoY growth in rail wagon availability 
We have assumed a 4% YoY increase in rake availability from FY12 onwards. The 
increase in rail loading from FY03-10 was 2.6% YoY, and an even lower 1.8% 
YoY from FY07-10. With the proposed expansion of Indian Railways adding 
14,000 wagons in FY12, we believe the availability of rakes should improve. As a 
result we have assumed an incremental supply of seven rakes/day from FY12 
compared with the company’s requirement of 10-12 rakes/day. 
 

Inadequate rail-wagon 
supply is a threat to 
dispatches 

Our assumption of an 
incremental supply of 
seven rakes/day from 
FY13 onwards is lower 
than CIL’s requirement 
of 10-12 rakes/day 
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  Rakes per day and Dispatches per rake per year 
We estimate an 
incremental availability 
of 7 rakes/day for FY13 
onwards 
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Railway-line infrastructure is another bottleneck 

Even with the railway wagons being available, evacuation would not be possible 
with inadequate railway sidings and rail lines to transport the coal from the mine to 
the end user. Part of the issue is within the control of the company, with the 
construction of mechanised loading facilities and adequate railway sidings. 
However, it will have to rely on Indian Railways for the expansion of railway lines. 
As CIL ramps up its production from new mines, we believe that the availability of 
railway lines will be a major infrastructural bottleneck. 
 
Indian Railways plans to add 1,000km a year of new line over next five years 

Indian Railways added about 200km of new lines a year over the past five years, 
and plans to increase this to about 1,000km a year over the next five years.  
 

Indian Railways: infrastructure additions 
   Target Target
  FY05 FY06 FY07 FY08 FY09 FY11-12 FY13-20
New lines 150 180 250 156 357 1000 3400
Gauge conversion 779 744 1082 1549 563 2500 1350
Doubling 282 231 386 426 363 1000 1571
Source: Indian Railways 

 
Critical railway projects for CIL 

Four major rail-line 
projects have been 
identified by CIL for 
future dispatch growth  

 CIL has identified four major railway projects that would aid its future expansion
plans. 

• Tori-Shivpur-Hazaribagh broad-gauge line in the North Karanpura coal fields, 
93km. The MOEF did not grant environmental approval to this line due to heavy 
forest cover. However, we believe the project will be reviewed; it would also 
support captive mines allotted to NTPC (NATP IN, Rs174.25, 3) and other 
private companies. 

• Gopalpur-Manoharpur, Ib Valley coal field, 43km. 

• Railway line connecting several blocks in the Mand Raigad area, 63km. 

• Rail-line expansion project in Talcher, 12.5km. 
 

Inadequate railway  
lines also a bottleneck 
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Regulatory hurdles are being sorted out slowly but surely 

Sector in a state of flux as far as regulations and policies are concerned 

We believe that the India Coal Sector is in a similar state of flux to the Power 
sector just before the Electricity Act 2003 was introduced. We expect policies to be 
updated with regard to the laws that govern the mine-allocation process and also 
the process of mine development through the MMDR 2011. The introduction of a 
coal regulator (Coal Regulatory Bill) would help streamline processes in the sector, 
in our opinion.  
 
The biggest bottleneck for timely commissioning of mining projects has been 
securing environmental and forest approvals. However, recently a few large 
projects have received approval, and we believe that the pace at which approvals 
have been provided has picked up.  
 
We also believe that policies, such as the classification of no-go areas, are a step in 
the right direction, as they have reduced the time necessary to receive forest 
approvals.  
 

Coal mine development: timeline for approval procedures 
Approvals/procedures Timeline Remarks 
Geological report 2-3 years Prepared by CMPDIL (a CIL subsidiary) to estimate the proven reserves, the backbone when preparing a 

mining plan. 
Mining plan 6 months Prepared by recognised, qualified people in collaboration with the applicant. 
Technical-committee approval 2-3 months A group of experts from a number of agencies approve the mining plan. 
Notification to the allotted company n.a. The applicant is allocated the mine. 
Environmental & forestry approvals 2-6 yrs MOEF. 
Land acquisition and mining leases 2-6 yrs Runs concurrently with the forest and environmental approvals. 
Production 6 mths-1yr  
Source: Daiwa 

 
Reduced timeline for environmental and forest approvals 

Securing environmental and forest approvals are the biggest bottlenecks for mine 
development in India. From an analysis of the captive mines that are currently in 
operation, we gather that on average these mines have taken 9-10 years to move 
into production from the date of allotment. The average time taken for 
environmental and forest approvals has been about 5-6 years. This is in contrast to 
mines elsewhere in the world taking an average of 5-6 years to become operational. 
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Process to get a Stage-1 Forest clearance 

Forest sheriff

District Forest Officer

Conservator of forest

Conservator of forest -State

Secy. Forest -State

Minister of forests-State

Sr. Asst Inspector Forest (MoEF)-Centre

Forest Advisory Committee-Centre

Minister Forest-GoI

Your application has to
touch 52 different desks to
get an EC&FC; that’s the
best case…

Min time for EC&FC is 2yrs
but can also go upto 5-6yrs in

cases.

Stage-1

 
Source: Industry 

 
MOEF targets EC in 210 days and FC in 360 days 

We believe MOEF’s target of granting EC&FC within a year of application is 
aggressive. However, we believe even if 2-3 years are taken for according these 
clearances the timelines for mine development could reduce substantially. We also 
believe that MOEF would use a more rational approach going forward as any 
further delay in clearances would have a direct impact on the growth of the power 
sector. 
 

Timelines for environmental clearances 
Screening/Scoping of TOR 60 days
Public-Consultation 45 days
Appraisal by EAC/SEAC 60 days
Acceptance/rejection 45 days
Total 210 days 
Source: MOEF 
 
A coal regulator would streamline the process 

Currently the mine development process involves interaction of various state level 
and central government agencies and multiple ministries, thus making the process 
lengthy and partly redundant. However, with the new Coal Regulatory Bill 2008 
likely to be discussed in the Parliament in the next session, we believe certain 
process would be streamlined in order to reduce the time for a mine to be approved 
and developed. The coal regulator would be the nodal agency under the Ministry of 
Coal and would be involved in setting up an inter ministerial committee which 
would have representatives from all relevant ministries and would be in a position 
to take decisions faster.  
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Approvals for recent big ticket projects show tides of change 

Over the past few months we have witnessed several large projects have been 
cleared by the MoEF albeit with conditions. Certain large projects that were given 
MoEF clearances are:  

• NPCIL 6x1650MW nuclear power project at Jaitapur, Maharashtra 

• POSCO’s 12MTPA Steel plant at Orissa 

• 2nd Mumbai International Airport at Panvel 
 
Other projects such as that of HCC Lavasa are awaiting clearances. One may argue 
that the projects cleared are not in the same industry and are of national importance 
and thus were cleared. However, as over the next two years we expect ~28GW of 
linkage based power capacity to be added, and with CIL’s production to remain flat 
for the period, we believe this would be a cause of concern. Hence ensuring faster 
clearances would be the only remedy. 
 
16 coal blocks cleared from CEPI 

In February MoEF cleared 16 coal blocks of CIL from CEPI regulations by 
increasing the threshold limit from >70 to >75. This implies that the company can 
begin the process of applying for necessary approval/clearances if they are new 
mines. As overburden (OB) does come under the purview of CEPI, the company 
has continued with the removal of OB in blocks where it has received all approvals 
but was not allowed to start production due to CEPI. 
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Key assumptions 

Increase in dispatch by 4% 

We have assumed the CIL’s dipsatch to increase by 4% per annum based on 
increase in the rakes availability by 4% (increase of 6-8 rakes) as ~47% of offtake 
is dependent on railways. Our assumption of 4% increase in rakes availability is 
lower than the management’s guidance of an increase by 7% and is above the 
increase of 2.6% over the past five years. 
 
Profitability will be maintained, increase in market linked sales kick in… 

We believe CIL’s recent increase in ASPs will help mitigate wage costs and fuel 
costs only, and be broadly margin neutral, but revenue will go up by Rs66bn in 
FY12. 
 
Going forward we have assumed blended ASP’s to increase in line with cost 
increases and our assumptions do not factor in improvement in profitability till the 
proportion of market linked sales increase meaningfully ie, beyond FY14. 
 

CIL: key assumptions 
  FY09 FY10 FY11E FY12E FY13E
Production m tonnes 404 431 433 446 464
YoY change (%) % 6.4 6.8 0.5 3.0 4.0
   
Dispatch m tonnes  401 415 429 446 464
YoY % 6.9 3.5 3.3 4.0 4.0
   
Railway dispatches m tonnes 192 194 202 210 218
Railway dispatches as a % of total dispatches 48 47 47 47 47
Rail wagons required Unit 155 157 163 170 176
   
Raw coal m tonnes 326 350 374 395 407
E-auction m tonnes 49 46 49 54 51
Washed coal m tonnes 15 15 15 15 15
   
Raw coal As a % of total dispatches 81 84 87 89 88
E-auction As a % of total dispatches 12 11 12 12 11
Washed coal As a % of total dispatches 4 4 4 3 3
   
Raw coal % YoY  7 7 7 5 3
E-auction % YoY  70 (6) 8 9 (5)
Washed coal % YoY  5 (2) 5 0 0
   
Blended ASP Rs 966 1,074 1,151 1,263 1,329
YoY % 11.1 11.2 7.2 9.7 5.2
Raw coal ASP Rs 843 976 1,034 1,138 1,206
YoY % 6.4 15.8 6.0 10.0 6.0
E-auction coal ASP Rs 1,481 1,583 1,759 1,934 2,050
Premium % raw coal  76 62 70 70 70
Washed coal ASP Rs 2,260 2,136 2,264 2,309 2,448
Premium % raw coal  168 119 119 103 103
Source: Company, Daiwa forecasts 

 
Recent price hikes will push up CIL’s FY12 blended ASP by 10% 

CIL has increased its prices in order to: 1) bring the prices of grade A & B coal in 
line with the price of coal imports, adjusted for GCV with a 15% discount, and 2) 
bring the price of MCL coal in line with SECL coal prices. It has also increased all 
other non-power sector coal prices by 30%. As such, we forecast CIL’s FY12 
blended ASP to rise by 10%.   
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With these price changes, the company has introduced differential pricing for 
different sectors, and this should not have an adverse affect on the regulated sectors 
such as power, fertiliser and defence, in our view. At the same time, we believe 
CIL’s profitability in FY12 is likely to be maintained, as the buyers from non-
regulated sectors were making market returns of subsidised coal from CIL.  
 

  CIL: ASPs for different coal categories (Rs/tonne) 
  

757 792 843
976 1,034

1,138
1,300 1,347

1,481
1,583

1,759
1,9341,949 1,913

2,260
2,136

2,264 2,309

FY08 FY09 FY10 FY11E FY12E FY13E

Raw E-auction Washed

  Source: Company, Daiwa forecasts 
 

We forecast the FY10-13 average cash cost to rise by 8.7%  
For FY05-10, CIL’s average cash cost of production was low, at US$15.7/tonne, as 
90% of its output comes from open-cast mines and a low average strip ratio for 
these mines. However, given the higher inflation environment in India and 
increases in subcontracting, power, and fuel costs, we expect FY12 overall cash 
mining costs to increase at a rate that is slightly higher than the normal rate of 
inflation. As we believe it will take time for employee rationalisation costs and 
improved technology efficiencies to be reflected in production costs, we forecast 
the average cash cost of production to increase at a CAGR of 8.7% from FY10-13. 
However, in light of the recent ASP rise, we believe CIL’s ability to pass on costs 
has also increased. 
 

  CIL: cash coal mining costs (US$/tonne)  
CIL’s average cash cost 
of production was low, at 
US$14.5/tonne, for the 
FY05-10 period 
 
This was due to the 
following: 1) 90% of its 
output came from open-
cast mines, and 2) these 
mines had a low average 
strip ratio 
 
We forecast the average 
cast cost of production to 
increase at a CAGR of 
8.7% from FY10-13 
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  CIL: breakdown of operating costs (FY10) 
Employee costs account 
for the largest part of 
operating expenses, 
equivalent to 48% of total 
annual operating costs 
 
Consumption of stores 
and spares (equivalent to 
14% of total annual 
costs) has a direct 
correlation to the cost of 
production, while 
contractual expenses 
have been rising steadily 
We forecast contractual 
expenses to increase at a 
CAGR of 14% for  
FY11-13 

 

Contractual Expenses
10.7%

Stores & Spares
14.1%

Employees 
Remuneration & 

Benefits
47.7%

Power & Fuel
5.0%

Social Overhead
5.8%

Repairs
2.4%

Other Expenditure
5.5%

Overburden removal 
adjustment

8.7%

  Source: Company, Daiwa estimates 
 
Employee costs: 48% of total annual operational costs 
Employee costs account for the largest part of CIL’s annual operating costs, and on 
average, these costs have accounted for 48% of total annual operating costs for the 
past five years. CIL employs 397,138 staff, which it says falls by 12,000 per annum 
(ie, a decline of 3% a year due to natural attrition). We believe this will cushion 
any impact on the annual wage bill, which we expect to rise by 23% YoY in July 
2011. However, we have built into our model a natural annual attrition rate of 1.5%, 
and a provision for a 24% hike in the wage bill (with 18% for FY12). We believe 
the major reason for the recent price hike is due to the increase in employee costs, 
with the dearness allowance (an inflation-index-linked allowance) increasing from 
27.2% of total employee costs (for FY10) to 50% for the first nine months of FY11. 
We forecast an employee-cost CAGR of 10% for FY10-15. 
 
Contractual expenses: 11% of FY10 operational costs  
CIL uses third-party contractors for 41% of its total overburden removal operations 
and 48% of its total transport activities (moving coal from the pithead to loading 
points, transporting materials, loading coal onto wagons). Contractual expenses 
accounted for 11% of the total operating expenditure for FY10. We expect contractual 
expenses to continue to trend higher, as CIL increases the percentage of overburden 
removal (OBR) operations and transport activities conducted via third-party 
contractors, and forecast a contractual expense CAGR of 14% CAGR for FY10-15. 
 
Overburden removal adjustment in the P&L 
CIL, with its conservative accounting policies, provides for OBR expenditure 
based on an average strip ratio for each project. The expenditure incurred for the 
removal of excess/shortage of overburden in a particular year is adjusted against 
the P&L account by creating/utilising reserves of coal/cash in the financial account. 
CIL has been over-expensing its overburden removal costs as its stripping ratio is 
lower than the industry standard.  
 
Impact of OBR provision writeback on the EBITDA margin 

For FY10, CIL provided for an OBR provision of Rs30.5bn. Under IFRS 
accounting standards, companies are not allowed to have a provision for 
overburden removal; however as and when the company changes its accounting 
method, we forecast the EBITDA margin to increase by more than 400bps for 
FY11-13. 
 

Employee costs are  
the key cost driver  
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CIL EBITDA margin: excluding OBR adjustment   EBITDA margin: including OBR adjustment  
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Impact of the OBR provision writeback on the ROE 

CIL has allowed for an overburden removal provision of Rs120bn as of FY10. 
Such a provision is denied under IFRS accounting standards; however, as and when 
the company changes its accounting method, any balance under this provision 
would be transferred to CIL’s general reserves, thus increasing its net worth, but 
decreasing its ROE. 
 

CIL ROE: excluding OBR provision   CIL ROE: including OBR provision  
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Summary: profit and loss statement (Rs bn)  
  FY08 FY09 FY10 FY11E FY12E FY13E
 Net sales  326.34 387.89 446.15 496.91 563.17 616.35
   Consumption of stores & spares  43.79 48.61 49.27 51.51 58.39 65.28
   Employees cost  126.35 197.42 166.56 183.74 213.57 233.50
   Power & fuel  15.94 15.95 17.40 18.09 19.96 22.02
   Social overhead  16.23 18.85 20.17 21.04 22.10 23.21
   Repairs  7.10 7.86 8.48 6.74 9.24 9.76
  Contractual expenses  26.33 33.40 37.32 45.94 50.64 55.83
  Other expenditure  14.87 19.29 19.34 20.96 22.89 25.00
  Overburden removal adjustment  15.64 21.77 30.54 21.61 23.60 25.77
 EBITDA  59.95 24.10 102.28 124.99 140.49 153.70
 % margin  17 6 22 25 25 25
 -- Rs per tonne  159.72 60.03 246.25 291.45 314.99 331.34
 -- US$ per tonne  3.55 1.33 5.47 6.48 7.00 7.36
 Depreciation  15.30 16.63 13.14 17.47 18.47 20.47
 PBT (operating)  43.15 5.90 87.78 106.07 120.79 132.22
   Other Income  37.64 51.20 52.40 48.32 61.13 70.06
 PBT (reported)  87.18 57.41 139.65 153.86 181.39 201.74
 Total tax  34.75 36.63 43.42 49.23 58.04 64.56
 % tax rate  39.9 63.8 31.1 32.0 32.0 32.0
 Net profit  52.43 20.77 96.22 104.62 123.34 137.19
% change YoY (8.2) (60.4) 363.2 8.73 17.90 11.22
 EPS (Rs)  8.30 3.29 15.23 16.56 19.53 21.72
Source: Company, Daiwa forecasts 

 
Summary: balance sheet 

 FY08 FY09 FY10 FY11E FY12E FY13E
 Shareholders fund  172.01 190.08 258.49 334.90 424.94 525.08
 Shifting and rehabilitation fund  9.46 12.24 14.77 14.77 14.77 14.77
 Total loan  18.84 21.48 20.87 17.87 14.87 11.87
 Minority interest  - 0.02 0.24 0.24 0.24 0.24
 Total liabilities  202.11 223.82 294.37 367.77 454.82 551.96
  Gross fixed assets  318.59 332.55 349.45 369.45 409.45 449.45
           Less: depreciation  210.09 218.03 224.91 242.38 260.86 281.33
           Less: provision for impairment  4.11 4.43 4.23 4.23 4.23 4.23
 Net block  104.39 110.09 120.31 122.84 144.36 163.89
 Capital work-in-progress  15.39 18.22 21.08 39.08 45.58 45.58
 Surveyed-off assets  0.29 0.97 1.20 1.20 1.20 1.20
  Investments  17.18 15.05 12.82 12.82 12.82 12.82
  Deferred tax assets  7.88 9.55 9.66 9.66 9.66 9.66
 Current assets, loans & advances   
    Inventories  34.07 36.67 44.01 49.69 56.32 61.64
    Sundry accounts receivable  16.57 18.47 21.69 24.85 28.16 30.82
   Cash & bank balances  209.61 296.95 390.78 405.68 494.51 596.06
   Loans & advances  102.66 117.27 86.65 124.23 140.79 154.09
 Less: current liabilities & provisions  305.94 399.42 413.85 422.38 478.70 523.90
      OBR adjustment account  68.02 89.79 120.14 141.75 165.35 191.12
 Net WIP  (152.64) (227.01) (261.49) (223.61) (253.43) (277.36)
 Net current assets  56.98 69.94 129.29 182.07 241.08 318.70
 Total assets  202.11 223.82 294.37 367.66 454.71 551.85
Source: Company, Daiwa forecasts 
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Daiwa earnings forecasts lower than those of the consensus  
Our earnings forecast for FY12 is 5.5% lower than that of the Bloomberg 
consensus, while our FY13 forecast is 9.3% lower, as we have lower dispatch 
assumptions and higher cost assumptions than the consensus. Our lower dispatch 
assumption stems largely from the fact that the availability of wagons to transport 
coal has increased by an average of only 2.5% over the past five years. Our cost 
assumptions appear to be more conservative than those of the consensus, and are in 
line with the company’s cost levels over the past few years, as we believe it will 
take time for the company’s employee rationalisation programme and its improved 
technology efficiencies to be reflected in costs.   
 
We have assumed that the recent ASP increase will help mitigate any wage-price 
and fuel-price inflationary pressure, and that it won’t aid improvement in the 
company’s profitability in FY12. 
 

CIL: Daiwa’s earnings forecasts vs. those of the consensus 
 FY11E FY12E FY13E 
  Daiwa Consensus Difference (%) Daiwa Consensus Difference (%) Daiwa Consensus Difference (%) 
Sales (Rs bn) 497 512 (2.9) 563 579 (2.8) 616 641 (3.8) 
EBITDA margin (%) 25.2 27.3 (2.1)pp 24.9 28.2 (3.2)pp 24.9 29.4 (4.4)pp 
EPS 16.6 17.2 (3.5) 19.5 20.7 (5.5) 21.7 24.0 (9.3) 
Source: Bloomberg, Daiwa forecasts 

 
Sensitivity analysis 
We estimate that a 1% change in the offtake volume would result in our 
raising/lowering our six-month target price by 10.1%/9.6%, and that FY12-13 
earnings would be affected by 2% and 3.9%, respectively.  
 

CIL: sensitivity analysis  (Rs bn) 
   FY12E FY13E 
  Target price Net sales EBITDA PAT Net sales EBITDA PAT
Base case 375 563.2 140.5 123.3 616.4 153.7 137.2
          
Offtake volume         
Increase by 1% 10.1 0.9 2.3 2.0 1.9 4.6 3.9
Decrease by 1% (9.6) (0.9) (2.3) (2.0) (1.9) (4.6) (3.9)
   
Volume mix of e-auction coal  
Increase by 1% 2.1 0.6 2.5 2.1 0.6 2.5 2.1 
Decrease by 1% (2.1) (0.6) (2.5) (2.1) (0.6) (2.5) (2.1)
   
Increase in ASP  
Increase by 1% 2.4 0.8 3.4 2.8 0.9 3.4 2.8 
Decrease by 1% (2.4) (0.8) (3.4) (2.8) (0.9) (3.4) (2.8)
Source: Daiwa estimates 

 
 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 32 

Key risks 

We believe the India coal sector has been plagued by three primary structural 
challenges that have stymied its production-growth prospects. 

• Lengthy approval procedures for environmental and forest clearance, 

• Delays in land acquisitions, and/or 

• Inadequate evacuation and railway infrastructure. 
 
Regulatory issues can be resolved, infrastructure bottlenecks will take longer  

We believe we will see changes in regulations and policies regarding the coal 
sector over the next few years, and that issues relating to lengthy approval 
procedures will also be sorted out over time. The MMDR Bill 2011, new coal-block 
allocation policy, and the coal regulatory bill should partly address these issues, in 
our view. Other infrastructure bottlenecks, such as the availability of railway 
wagons, are likely to take longer to resolve, as new rail-wagon factories have been 
planned but put on hold over the past two years. 
 
Land acquisition is an obstacle that is likely to become more profound over time 

We see land acquisition as a bigger risk to the timely development of coal mines 
than the company’s ability to secure environmental and forestry approval. Land 
acquisition for coal mines is carried out under the Coal Bearing Areas Act 1957; 
however regulations stipulated in other laws, such as the Land Acquisitions Act and 
the MMDR Bill 2011, also play a role. The land-acquisition process runs 
concurrently with the environmental and forest approval process, which is equally 
time-consuming. However, land acquisition may not be as much of a problem for 
CIL as it is a public-sector company that can acquire land for public purposes. 
Other issues could arise, such as compensation for private land acquired, which has 
been a contentious issue in the past, and often takes time to finalise. Of late in the 
past few months, there have been instances where the compensation for 
rehabilitation and resettlement (R&R) has increased from Rs300,000/acre/family to 
Rs800,000/acre/family. We believe the number of land-acquisition delays is likely 
to increase as CIL plans to increase its production from new mine projects. 
 
Two approval stages for converting forest land:  

• Stage I: receive approval in principle to convert forest land by adhering to the 
rules and regulations of the Coal Bearing Areas Act 1957.  

• Stage II: deforestation in phases according to a company’s environmental-
management plan. 

 
Lengthy procedures to secure environment and forest approval 

The average time taken for a coal mine in India to be ready to start production is 
substantially higher (8-9 years) than the global average (5-6 years). The primary 
reason for this is that it takes so long for a mine to secure environmental and 
forestry approval. The procedures followed to grant these approvals are lengthy, 
redundant, and do not take into account the actual situation on the ground. 
Although the MoEF mandates that an environmental approval should be granted 
within 200 days of application, and the forestry approval within 150 days of 
application, it usually takes 5-6 years for mine companies to secure such approval. 
From our discussions with industry experts, we gather that to get a Stage-1 
environmental approval, 86 approvals are required, ranging from a village approval 
to approval by central government agencies. 
 

We see the ability to 
ensure timely land 
acquisitions as a greater 
risk to future production 
growth than regulatory 
issues 
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Inadequate rail infrastructure is the biggest threat to dispatches 

About 47% of CIL’s FY10 dispatches were by rail and this remains the major source 
of dispatch. In the future, we believe that the company’s dependence on railways will 
increase as the number of non-pithead customers is likely to increase, in our view.  
 
Over the past few years, the increase in the availability of railway wagons has not 
kept pace with dispatch growth. Loaded wagons have increased by a CAGR of 3% 
for FY03-10, compared with total dispatch growth of 6% for the same period.  
 
The lack of wagons has presented more of a problem over the past two years 
(FY09-10), as CIL’s average wagon-loading/day increased from only 155 
rakes/day for FY09 to 157 rakes/day for FY10. This has resulted in an increase in 
minehead coal inventory over the period. CIL’s closing coal stock as at the end of 
FY10 was 63m tonnes compared with 33m tonnes as at the end of FY06.   
 
CIL’s future plans also depends on the rail connectivity of three major areas, 
namely: Tori-Shivpur-Hazaribagh (North Karanpura) – 93km, Gopalpur-
Manoharpur (Ib Valley) – 43km, and a railway track at Mand Raigarh – 63km. 
Should these rail-track expansions not be carried out by Indian Railways, CIL’s 
ability to evacuate coal from coal fields in these areas would be hampered. We 
believe it is worth nothing that the MoEF recently turned down an application for 
forest approval for the Tori-Shivpur-Hazaribagh railway line because it has been 
deemed a no-go area. 
 

CIL: coal evacuation   CIL: coal inventory  
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MOEF’s no-go area classification  

In FY10, the MOEF classified coal mines across nine coal fields into no-go areas 
depending on forest density. Coal mines that have a large proportion of their land 
area under forests have been classified as no-go areas and environmental and forest 
approvals for such mines will not be granted. Mines in which substantial 
investments have already been made, but have since been classified as being in no-
go areas, will be given preference at the time that a new coal block allocation 
policy for alternate blocks is announced. However, the official list of blocks that 
have been classified as no-go areas has not been published by the MOEF, hence 
there is no clarity with the mine holders on this issue. 
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Profit sharing clause proposed by the MMDR Bill 2011 

The new MMDR Bill 2011 proposes introducing the concept of profit sharing. The 
ratio proposed is 26% of PAT towards social upliftment of the area in which the mine 
is located. CIL already undertakes substantial social works. For FY10, the company 
spent Rs20bn on social overheads, accounting for 4.3% of revenue and 21% of PAT. 
Hence, we believe that this may not have a material impact on the company. 
 
Continued impact of CEPI regulation beyond FY12 

The implementation of CEPI, which will have an impact on CIL’s FY11-12 
production, will be reviewed by the end of March 2011. Management estimates 
that if an industry-based approach is adopted to calculate the pollution index, then 
it may not impact its FY13 production. We have assumed that production will 
resume its long-term upward trend of 4% for FY13. If the CEPI regulation is 
implemented beyond FY12, we would see downward risks to our FY13 production 
forecast. 
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Appendix 1 

Global coal scenario 
Abundant global reserves of coal; India has the third-largest reserves 

Based on the World Energy Council’s estimates for 2009, the world has proven 
coal reserves of 411bn tonnes, which are sufficient to support the world’s 
population for the next 119 years, based on the global current reserve-to-production 
ratio (R/P). Asia (156bn tonnes) and the Americas (120bn tonnes) are the two 
continents with the highest coal reserves, and R/Ps of 59 and 235 years, 
respectively.  
 

Coal reserves: by continent (2009)  
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The R/P ratio for Asia is low as China (40% of Asia’s reserves) has only 38 years 
of reserves. In terms of countries, the US leads with 108bn tonnes, followed by 
China (62bn tonnes), and India (54bn tonnes). 
 

Coal reserves: countries with the highest reserves (2009)  
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Global coal production expanded by a steady CAGR of 4% from 1999-2009 

For 2009, global coal production was 6.9bn tonnes, and this has expanded at a 
steady pace (4% CAGR) over the past 10 years (1999-2009). However, China’s 
and India’s production growth rates have expanded faster than the global average, 
by 9% and 6%, respectively. Production growth in China and India has mainly 
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been driven by the expansion of these countries’ power-generation capacities, 
which have increased by CAGRs of 11% and 5% for the same period, respectively. 
 

Global coal production vs. China and India  
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2009: China accounted for 43% of global coal production; India 8% 

In 2009, out of the 6.94bn tonnes of global coal production, China produced 3bn 
tonnes (43%), followed by the US at 973m tonnes, and India with 558m tonnes. 
Thus, India accounted for 13% of 2009 global reserves and 8% of global 
production. 
 

 Global coal: production breakdown (2009)   Global coal: breakdown by country 
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However, as demand for coal (mostly thermal) continues to outstrip supply in India, 
we believe it is important to track the global seaborne trade of coal and the impact 
of India’s demand for imported coal on coal prices. 
 
Global seaborne trade of coal has expanded by CAGR of 6% (1999-2009) 

With the increasing consumption of coal by developing economies such as China 
and India, we believe that the global seaborne trade of coal is likely to see a surge 
in volumes. The global seaborne trade for coal in 2009 was 859m tonnes, and 
accounts for almost 91% of the total traded coal. However, seaborne trade 
expanded by a CAGR of 6% from 1999-2009, against production growth of a 4% 
CAGR (1999-2009). 
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About 12% of the total coal production globally is usually traded through this route, 
and there has not been much of a change in this ratio over the past 10 years. In the 
future, we estimate that as India’s imports rise, total seaborne trade will increase to 
about 14% of total global production by 2015. Currently, Japan and China are the 
major importers of coal, compared with Australia and Indonesia, which are the 
largest exporters. 
 

  Global seaborne trade  
Global seaborne trade 
was 859m tonnes for 
2009, accounting  
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Top coal exporters: 2009   Top coal importers: 2009  
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India’s coal imports accounted for 8% of FY10 global seaborne trade; we forecast 
this to increase to 17% by FY15 

India imported 67m tonnes of coal in FY10, which was about 8% of total global 
seaborne trade. However, based on our demand-supply model for India’s coal 
scenario, we forecast the country will have to import 281m tonnes for FY15, led 
mainly by a deficit of 139m tonnes and 142m tonnes for apparent imports needed 
to meet the requirements of power plants and the steel industry, respectively. 
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India: coal imports and as a % of global coal seaborne trade  
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Global coal price trends 

  Thermal coal prices: Richards Bay Index (South Africa)  
Coal prices have risen  
by about 36% to 
US$120/tonne since 
October 2010 on account 
of the floods in Australia 
and demand from India 
and China, but prices  
are still lower than  
their 2008 peak of 
US$177/tonne 
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Appendix 2 

India’s coal sector 
Coal accounts for 52% of India’s primary energy requirements 

Coal is a major source of energy in India and accounts for 52% of its total primary 
energy requirements, followed by oil (32%) and natural gas (10%). 
 
110bn tonnes of proved coal reserves, one of the highest globally 

India has one of the highest proven reserves of coal. Based on the Indian Standard 
Procedure (ISP) guidelines, its proven coal reserves as at the end of FY10 were 
110bn tonnes, with total reserves of 276bn tonnes. However, based on the 
estimates presented by the World Energy Council, India’s recoverable reserves 
were 54bn tonnes in 2009, substantially lower than the proven reserves according 
to the ISP, but still the third-largest globally. 
 

India: sources of primary energy (2009)   India: coal reserves  
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84% of reserves are non-coking coal, and about 80% of reserves are spread across 
four states 

India has mainly reserves of non-coking (thermal) quality, with almost 84% of its 
proved reserves of this nature. Along with the skew in coal quality, the reserves are 
tightly located across just four major states: Jharkhand, West Bengal, Orissa, and 
Chhattisgarh. Together, these states account for about 80% of the country’s 
reserves. 
 

India: coal reserves by type (2009)   India: coal reserves by state (2009)  
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India’s production-growth CAGR of 6% (1999-2000) was above the global average 

For FY10, India produced a total of 532m tonnes of coal, the third-highest globally. 
India’s production has expanded by a CAGR of 6% over the past 10 years, which is 
higher than the global average growth rate of 4% over the past 10 years. 
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India: coal output, non-coking vs. coking coal   India: opencast mining vs. underground mining  

0

100

200

300

400

500

600

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

(m tonnes)

Non-coking Coking

 

0

100

200

300

400

500

600

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

(m tonnes)

70%
72%
74%
76%
78%
80%
82%
84%
86%
88%
90%

Total production (LHS)
As a % through opencast mines (RHS)

Source: Ministry of Coal  Source: Ministry of coal  
 

India: dispatch/offtake trend   India: coal use by industry  
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Appendix 3  

India coal demand-supply model  
For FY10-15, we forecast a 12% CAGR for coal demand versus a 6% supply 
CAGR  

We expect India’s demand for coal to expand by a 12% CAGR from FY10-15. The 
main demand-growth driver is likely to be the power sector, for which we forecast 
an incremental thermal capacity addition of 77GW. For FY10-15, we forecast an 
incremental demand of coal for India of 463m tonnes. 
 
However, we expect supply to lag demand, and we forecast a 6% supply CAGR for 
the period. Our supply forecasts have factored in imports of coal for power plants, 
and coking coal to increase domestic steel capacity. 
 

India: coal demand-supply scenario FY10-15 (m tonnes) 
  2010 2011E 2012E 2013E 2014E 2015E
 Coal demand forecasts   
 Power (utility)  351 413 473 547 618 687
 Power (captive)  35 44 47 50 54 58
 Cement   15 16 17 18 19 20
 Others (BRK + sponge iron, etc)  113 119 124 129 135 138
 Power (import based)  20 21 29 38 48 56
 Other imports  48 58 66 72 78 85
 Total demand (A)  582 671 756 854 952 1,045
  
 Coal production:   
 Coal India  415 429 442 459 478 497
 SCCL  49 51 53 55 58 60
 Captive  35 39 45 49 57 77
 Others  15 15 15 16 16 16
 Apparent imports  68 79 95 110 126 142
 Total production (B)  583 613 650 690 734 791
  
 Gap DD:SS based on domestic quality (B-A)  1 (57) (106) (164) (218) (253)
  
 Adjusting for imported quality (GCV 5000Kcal/Kg)  0 (33) (61) (94) (124) (145)
  
 Total imports (apparent + forced)  67 112 155 204 250 286
Source: Daiwa forecasts 

 
India’s demand for coal will be driven by a power-capacity addition of 77GW, 
based on our forecasts 

Power generation (utilities and captive) accounts for about 70% of the coal demand 
in India, and coal-based power capacities form about 54% of the country’s power 
generation capacity of 167GW. Thus, we expect the power sector to continue to 
remain a major driver of coal demand. For FY10-15, we forecast an incremental 
thermal capacity addition of 77GW. Based on this forecast, the incremental coal 
requirement for the power sector would be 394m tonnes for the same period.  
 
In addition, other sectors such as steel, cement and the sponge-iron producers are  
seeing an increase in their capacities, thus leading to an increase in the demand for 
coal. 
 
Our demand forecasts also build in the need for apparent imports, which would be 
required for power projects planned that use imported coal, as well as imports of 
coking coal for steel plants. Apparent coal imports accounted for 12% of demand 
for FY10 and we forecast this to account for about 14% by FY15, as we forecast 
13GW of imported coal-based power capacity, and an 80% increase in steel 
capacities from FY10-15. 
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India coal: demand drivers  
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India: coal-based power capacity additions   India: steel capacity  
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Supply growth CAGR of 6% would be supported by captive mining and apparent 
imports 

We forecast the total supply of coal to increase from 583m tonnes for FY10 to 
791m tonnes for FY15 (CAGR 6%). 
 
Although we expect CIL to remain a major contributor (81% of domestic output, 
and 72% of total supply for FY10), we believe captive-mine production and 
apparent imports will expand faster than industry-supply growth. 
 
We forecast CIL’s dispatches to expand from 415m tonnes for FY10 to 507m 
tonnes for FY15 (a 4% CAGR). However, we forecast captive-mine production to 
increase from 35m tonnes for FY10 to 77m tonnes for FY15, as issues relating to 
environmental approvals and land acquisitions are addressed in the Mining Bill 
2011. Apparent imports, which accounted for 12% of total FY10 supply, will 
account for 17% in FY15, based on our forecasts.  
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India coal: supply projections  
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As demand outpaces supply, we forecast a coal deficit of 145m tonnes for FY15 

Based on our forecasts of a 12% coal-demand CAGR and a 6% coal-supply CAGR 
from FY10-15, we forecast a deficit of 142m tonnes (adjusted for imported coal 
quality). This deficit will have to be bridged with imports (forced imports) as 
power plants depending on domestic coal from CIL may have to resort to 
importing coal as CIL may not be able to meet all of their coal requirements.  
 

India: coal deficit scenario (FY15)  
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Appendix 4 

CIL: structurally best-placed globally 

FY10
159 GW

FY15
257 GW

No demand/offtake risk for CIL. We forecast 
coal demand to expand at a 12% CAGR from 
FY10-15, and a supply growth CAGR of 6%

We forecast India’s power 
capacity to increase from 
159GW for FY10 to 257GW for 
FY15; about 60% of incremental 
capacity will be based on 
linkage

CIL accounts for 81% of 
indigenous coal production; 
and meets 72% of the country’s 
coal requirements

Expansion projects envisaged to add 
about 200m tpa once fully commissioned, 
in addition to 111m tpa beneficiation 
projects  

Source: Daiwa  
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Appendix 5 

CIL: largest coal company globally 
Total reserves of 18.6bn tonnes; 10.6bn tonnes of proven reserves 

With 18.6bn tonnes of total reserves currently, of which 10.6bn tonnes are proven 
reserves, and a measured resource of 51.3bn tonnes according to JORC standards, 
we estimate that CIL is the largest coal company globally. For FY10, the 
company’s total coal production was 431m tonnes, nearly 1.8x that of the second-
largest player globally. 
 

CIL: resources & reserves under JORC and ISP standards  
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CIL: proven reserves comparison table 
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Reserves and production: 21 coal fields and 471 mines 
For FY10, CIL operated across 21 coal fields in eight states. The company had 471 
operational mines, of which 273 were underground mines, 163 were open-cast 
mines and 35 were mixed mines. Despite its large operating landscape, its top five 
fields accounted for 65% of its FY10 production. 
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CIL: resources and reserves based on JORC guidelines (m tonnes) 

  Operating  Resources Reserves Reserves Reserves 
Operational 
mines (No.)

  subsidiary measured proved probable total FY10
 Korba  SECL 3,474 2,006 387 2,393 15
 Singrauli  NCL 3,284 1,878 13 1,891 10
 Talcher  MCL 7,972 2,630 2,542 5,172 13
 IB Valley  MCL 3,615 1,244 1,158 2,402 12
 Wardha Valley  WCL 1,850 247 436 683 38
 Jharia  BCCL 5,868 315 183 499 78
 North Karanpura  CCL 4,502 421 1,605 2,026 11
 Central India Coalfields  SECL 2,380 279 234 513 72
 Raniganj  ECL/BCCL 7,344 307 25 333 107
 Rajmahal/Deogarh  ECL 1,248 456 90 546 4
 East Bokaro  CCL 2,063 84 465 549 19
 West Bokaro  CCL 1,483 309 99 408 15
 Kamptee  WCL 755 107 40 147 12
 Mand-Raigarh  SECL 1,913 37 617 654 4
 Umrer Nanad Bander  WCL 558 37 173 209 3
 South Karanpura  CCL 1,445 130 57 187 15
 Pench-Kanhan  WCL 673 9 44 53 24
 Pathakhera  WCL 188 28 49 77 8
 Makum  NEC 308 50 1 51 8
 Ramgarh  CCL 383 8 51 58 1
 Giridih  CCL - 15 - 15 2
 Total   51,306 10,595 8,268 18,863 471
Source: Company  

 
  CIL: production breakdown of the top fields  
65% of FY10 production 
came from the top five 
fields (m tonnes) 
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The dominant player in the domestic market 
For FY10, accounted for 81% of domestic production, 72% of total coal supply 
and 47% of total reserves  

CIL’s 51.3bn tonnes of proven reserves accounted for 47% of the country’s proven 
reserves of 110bn tonnes. With regard to production/supply, for FY10, CIL 
accounted for 81% of total domestic production of 532m tonnes, and 72% of total 
supply (including imports) of 600m tonnes. 
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India: indigenous coal production (FY10)  India: domestic coal production (FY10)  
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India: coal supply (FY10)   India: total coal supply by source  
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CIL: non-coking vs. coking coal  CIL: opencast mining vs. underground mining  
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CIL: non-coking coal grades (m tonnes) 
  FY07 FY08 FY09 FY10
Non-coking coal    
A  5.0 4.9 4.6 4.6
B  20.4 21.4 22.7 23.7
C  41.2 41.8 39.3 44.4
D  32.9 34.7 34.7 34.7
E  84.1 89.4 99.0 95.7
F  153.0 161.1 177.0 191.9
G  0.0 0.0 0.0 0.0
Total non-coking  336.7 353.3 377.2 395.1
   
Coking coal    
Steel grade I  0.1 0.1 0.1 0.1
Steel grade II  0.6 0.3 1.0 1.4
Washery grade I  0.3 0.5 0.3 0.3
Washery grade II  2.1 2.0 1.9 1.6
Washery grade III  6.0 6.2 6.6 8.0
Washery grade IV  15.0 17.0 16.7 24.6
Others (SC-1/II/SLV)  0.2 0.2 0.0 0.2
Total coking  24.3 26.2 26.5 36.1
   
Total production 360.9 379.5 403.7 431.3 
Source: Company 
 

CIL: production subsidiaries 
 FY03 FY04 FY05 FY06 FY07 FY08 FY09 FY10
ECL  27 28 27 25 30 24 28 30
BCCL  24 23 22 30 24 25 26 28
CCL  37 37 37 41 41 44 43 47
NCL  45 47 50 52 52 60 64 68
WCL  38 40 41 43 43 44 45 46
SECL  67 71 79 83 89 94 101 108
MCL  52 60 66 70 80 88 96 104
NEC  1 1 1 1 1 1 1 1
Total  291 306 323 343 361 379 404 431
Source: Company 
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Appendix 6 

Implementation of the CEPI regulation  
In January 2010, India’s Central Pollution board, in consultation with the Indian 
Institute of Technology Delhi, prepared a report on pollution levels in 88 industrial 
clusters across India. This was done primarily to arrive at a rational number to 
characterise the quality of the environment at a particular industrial cluster. Hence, 
CEPI was derived to capture pollution at three levels, namely: land (soil & ground), 
water, and air. 
 
Implications of CEPI 

The CEPI committee has suggested a benchmark index level of 70 points. Any area 
that has a CEPI score of more than 70 would be asked to bring down the number to 
below the benchmark level. This would be done by either reducing pollution from 
existing industrial units in the area or by not allowing new units to set up 
operations. 
 
The initial report shows that 43 clusters out of the 88 have pollution levels at 
critical levels, implying an index score of more than 70. Hence, in order to reduce 
pollution in these areas, the MoEF has not given environmental approvals to new 
plants or mines.  
 
The implementation of the CEPI regulation has had a negative impact on four of 
CIL’s coal fields that are in an industrial cluster that had a CEPI score of more than 
70. These four fields accounted for 48% of its FY10 production and 56% of its 
FY10 reserves. As a result of this, the company has cut its production target for 
FY11 by 16m tonnes to 435m tonnes and that for FY12 by 39m tonnes to 447m 
tonnes. 
 

India: distribution of industrial clusters based on their CEPI scores  
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Review meeting in March 2011 

The MoEF plans to hold a meeting at the end of March 2011 to review the impact 
of CEPI. Any extension of CEPI beyond March would result in the company’s 
FY13 production being impacted negatively, in our view. However, we believe 
CIL is likely to contest the blanket approach used by MoEF to calculate the CEPI 
of a cluster. CIL believes (based on its internal studies) that coal mining per se has 
a CEPI score of less than 70 and that it is the majority of the pithead consumers 
that account for pollution. Hence, CIL is proposing that MoEF take an industry-
based approach, whereby coal mining may be spared due to its relatively low 
contribution to pollution. 
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Appendix 7 

MMDR Act 2011 
Mines & Minerals (Development & Regulation) Act 2011 

The MMDR Act 1957 is up for revision and the bill has been submitted to 
Parliament for discussion during the current session. The new MMDR Act 2011 
proposes giving more power to the state governments, and streamlining the process 
of mine allocation and mine development. However, we believe the most important 
suggestion under the revised act is that the mining lease holders will have to share 
26% of their PAT with the land owners. 
 
26% profit-sharing clause: a boon or bane? 

The MMDR Act 2011 suggests that mining companies share 26% of their PAT with 
the land owners. This clause is being debated currently, and if implemented, it 
would be a negative for the mining sector, in our view, but a positive for the social 
upliftment of the area where a mine is located. 
 
Currently, CIL does not make a specific provision to account for such profit 
sharing. If the act is implemented, management said any incremental costs would 
be passed on to the end users. We calculate that Rs60/tonne in additional costs will 
be passed on to consumers, based on our FY11 earnings forecasts. However, the 
company does have an operating expenditure line item for ‘social overheads’. This 
expenditure is mostly to help people affected by a project and the area surrounding 
a mine. For FY10, CIL spent Rs20bn on social overheads, which accounted for 
21% of PAT and 4.5% of revenue. 
 

CIL: social overheads as a % of PAT  
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Appendix 8 

Subsidiaries  
CIL has nine subsidiaries, eight of which produce coal, while CMPDIL is the 
company’s consultancy arm. Two subsidiaries, SECL and MCL, accounted for 
49% of the company’s total FY10 production, and 59% of its reserves. 
 

CIL: subsidiaries’ reserves and production (FY10) 
  Reserves % of reserves Production % of production
ECL  878 5 30 7
BCCL  499 3 28 6
CCL  3,242 17 47 11
NCL  1,891 10 68 16
WCL  1,092 6 46 11
SECL  3,561 19 108 25
MCL  7,574 40 104 24
NEC  51 0 1 0
Total  18,786  431   
Source: Company 
Note: ECL & BCCL share a part of the Raniganj fields 
  
Eastern Coalfields (ECL)  

ECL operates mines mostly in the West Bengal and Jharkhand areas. It owns the 
rights to mining in the Raniganj area along with BCCL, which has one of the best 
quality coal grades (A,B,C, and D) GCV, ranging from 4,800-6,400Kcal. As at the 
end of FY10, it operated 108 mines, of which almost 75% were underground. It 
holds 5% of CIL’s total reserves, and with 30m tonnes of production for FY10, it 
accounted for 7% of CIL’s total FY10 production. 
 

ECL: financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 24 28 30
Dispatches  m tonnes 25 28 29
Revenue  Rs m 31,876 38,374 52,278
ASP  Rs/tonne 1,253 1,358 1,806
EBITDA  Rs m (9,072) (15,989) 1,918
EBITDA/tonne   Rs/tonne  66
PAT  Rs m (10,299) (21,091) 3,334
Manpower  No. 94,943 90,470 85,617 
Source: Company 
 
Bharat Coking Coalfields (BCCL) 

BCCL operates the Jharia coal field in the state of Jharkhand, and it co-owns 
certain mines with ECL in the Raniganj coal field. BCCL produces mainly coking 
coal and caters to the steel sector. About 50% of its 81 mines are underground. It 
was a loss-making subsidiary until FY10, wherein it turned profitable. BCCL 
accounts for 3% of reserves, and with 28m tonnes of production for FY10, it 
accounted for 6% of CIL’s total FY10 production.  
 

BCCL financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 25 26 28
Dispatches  m tonnes 24 25 26
Revenues  Rs m 29,548 37,133 45,151
ASP  Rs/tonne 1,227 1,509 1,705
EBITDA  Rs m (5,470) (16,441) 1,359
EBITDA/tonne   Rs/tonne  51
PAT  Rs m (5,398) (13,805) 7,942
Manpower  No. 80,051 76,369 72,469 
Source: Company 
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Central Coalfields (CCL) 

CCL’s coal fields are located in the state of Jharkhand, in the northeast of India. 
The company operates 63 mines across six fields, the biggest one being the North 
Karanpura field, which has current reserves of 2bn tonnes (accounting for 11% of 
CIL’s total annual reserves). The company’s operations have been negatively 
impacted by Maoist unrest, while evacuation of coal from some of its new mine 
projects in the North Karanpura fields may be negatively affected due to the 
country’s inadequate rail infrastructure. CCL’s future plans depend on the 93km 
Tori-Shivpur-Hazaribagh railway line that is being constructed by Indian Railways, 
which will aid the evacuation of coal from the North Karanpura fields. For FY10, 
the company accounted for 17% of CIL’s total reserves and 11% to its production. 
 

CCL: financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 44 43 47
Dispatches  m tonnes 42 44 45
Revenue  Rs m 43,629 52,109 54,882
ASP  Rs/tonne 1,038 1,189 1,211
EBITDA  Rs  m 9,323 5,165 12,127
EBITDA/tonne   Rs/tonne 222 118 268
PAT  Rs m  5,015 471 9,658
Manpower  No. 60,209 57,681 55,305 
Source: Company 
 
Northern Coalfields (NCL)  

NCL operates the Singrauli coal field, which accounted for 10% of CIL’s FY10 
reserves and 68m tonnes of CIL’s total production, or 16%. It operates 10 coal 
mines, all of which are open-cast and in Madhya Pradesh and Uttar Pradesh States. 
It supplies its entire production to India’s power houses. 
 

NCL: financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 60 64 68
Dispatches  m tonnes 59 64 65
Revenue  Rs m 54,552 65,519 72,648
ASP  Rs/tonne 924 1,020 1,115
EBITDA  Rs m 24,328 27,274 32,371
EBITDA/tonne   Rs/tonne 412 425 497
PAT  Rs m 17,717 19,609 23,251
Manpower  No. 16,697 16,450 16,373 
Source: Company 
 
Western Coalfields (WCL) 

WCL operates 85 mines within the Maharashtra and Madhya Pradesh regions. 
With 46m tonnes of production for FY10, it accounted for 11% of CIL’s total 
FY10 production, and its reserves of 1bn tonnes accounted for 6% of CIL’s total 
FY10 reserves.  
 

WCL: financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 44 45 46
Dispatches  m tonnes 45 45 44
Revenue  Rs m 49,092 56,340 58,366
ASP  Rs/tonne 1,093 1,242 1,325
EBITDA  Rs m 6,565 1,648 5,446
EBITDA/tonne   Rs/tonne 146 36 124
PAT  Rs m 6,118 3,354 6,456
Manpower  No. 64,160 62,492 60,870 
Source: Company 
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South Eastern Coalfields (SECL) 

SECL is CIL’s largest subsidiary, accounting for 25% of CIL’s FY10 production 
(19% of reserves), and was the first subsidiary to cross the 100m tonne mark in 
terms of production in FY09. For FY10, its PAT of Rs21bn accounted for 22% of 
CIL’s consolidated PAT of Rs96bn. SECL operates mostly in the Chhattisgarh and 
Madhya Pradesh regions, catering mainly to the power sector through its 91 mines. 
Its largest coal field is Korba, which had production of 78.5m tonnes for FY10, 
while SECL’s other major mines, such as Gevra and Dipka saw annual FY10 
production levels of 35mn tonnes and 24m tonnes, respectively. 
 

SECL financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 94 101 108
Dispatches  m tonnes 95 103 104
Revenue  Rs m 71,816 84,857 93,716
ASP  Rs/tonne 756 824 901
EBITDA  Rs m 16,188 12,414 22,633
EBITDA/tonne   Rs/tonne 170 120 218
PAT  Rs m 13,588 10,311 21,172
Manpower  No. 83,423 82,054 80,381 
Source: Company 
 
Mahanadi Coalfields (MCL) 

MCL is CIL’s second-largest subsidiary, operating in the state of Orissa. With two 
major coal fields (Talcher and Ib Valley) under its fold, the company had total 
production of 104m tonnes for FY10 (24% of CIL’s total), and holds current 
reserves of 7.6bn tonnes (40% of CIL’s total). It is also the most efficient 
subsidiary within CIL, with 25 mines producing about 100m tonnes a year and an 
employee base of 21,000. 
 

MCL: financial summary 
  Units FY08 FY09 FY10
Production  m tonnes 88 96 104
Dispatches  m tonnes 84 91 100
Revenue  Rs m 43,471 53,913 62,295
ASP  Rs/tonne 520 591 622
EBITDA  Rs m 15,412 16,943 18,482
EBITDA/tonne   Rs/tonne 184 186 184
PAT  Rs m 17,000 17,180 19,467
Manpower  No. 20,869 20,978 21,357 
Source: Company 
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Appendix 9 

On the ground: visit to Dipka and Balgi mines 
Dipka opencast mine visit: SECL  
Project background 

We visited SECL’s Dipka opencast project at the end of February, with a targeted 
production of 25m tpa for FY11, it is the second-largest mine among CIL’s 471 
operational coal mines. With proven reserves of 617m tonnes, the life of the mine 
is estimated by SECL to be 25 years, based on the current rate of production.  
 
Operational details 

The mine produces Grade F quality coal with a GCV range of 3,600-4,201Kcal/kg 
and has a suitable strip ratio of 1:1. SECL incurs a cash cost of Rs297/tonne 
(including provisions for the overburden removal) and achieves an ASP of 
Rs630/tonne. 
 
10m tpa expansion project in the pipeline 

SECL has applied for an expansion project of 10m tonnes. While approval by the 
MOEF is pending, the company is confident that the expansion project will come 
on-stream over the next 24 months. The project has not been negatively affected 
either by CEPI or the no-go areas introduced by the MOEF. 
 
NTPC’s Sipat is the largest consumer 

Almost its entire production is supplied to power houses. NTPC’s Sipat Stage 2 is 
the largest consumer, with a fuel-supply agreement for 5.04m tpa. The Dipka 
expansion project of 10m tonnes has been planned to meet the requirements of 
Sipat Stage 1. At full capacity, Sipat would account for almost 40% of the mine’s 
dispatches. 
 

Dipka: 617m tonnes of reserves; strip ratio of 1:1  Dipka: production history; 25m tpa target for FY11
 

Source: Daiwa  Source: Daiwa 
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Dipka: coal produce waiting to be transported  Dipka: overburden dumps 
 

Source: Daiwa  Source: Daiwa 
 

Dipka: dumpers used to transport overburden  Dipka: dumpers and shovels at the mine site 
 

Source: Daiwa  Source: Daiwa 
 
Coal loading point: visit to the MGR 

We visited the coal-loading point and the MGR system at SECL’s Dipka mine. The 
loading site is located 42km away from NTPC’s Sipat (2980MW) power plant and 
is closer to the Dipka mine head. 
. 
Project details 

In order to meet the coal requirements of Sipat, NTPC and SECL have developed a 
state-of-the-art rapid coal loading and transportation system. Coal from the Dipka 
mine is transported by road (around 5km) to the coal hopper, which then loads the 
coal onto conveyor belts (length of 1-2km) and is fed into the two silos (each with 
a carrying capacity of 600 tonnes), which is then loaded on to railway wagons and 
transported to the coal stack yard at the power plant (42km). 
 
Operational details 

The current system supports the coal requirements of Stage 2 (1,000MW), which 
are around 14,000 tonnes/day (5m tpa); however, with a few changes in the 
turnaround time, management estimates that the company will be in a position to 
meet the entire requirement of 15m tpa (41,000 tonnes/day) once Stage 1 is 
operational. Currently, NTPC takes 40 minutes each to load and unload a 40-
wagon rake. Loading is done by a rapid loading system, and since NTPC uses 
bogie-open bottom rapid discharge (BOBR) wagons, unloading is also automated. 

Loading point is 42km 
away from the power 
project 

Rapid loading system 
and BOBR wagons aid 
in a fast turnaround 

Currently transports 
14,000 tonnes/day  
but can handle up to 
41,000 tonnes/day  
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Current operational details of the MGR system 
Locomotives (no.)  9
Wagons (no.) 355
1 rake  40 wagons
Pay load/rake (tonnes) 2,400
Loading time (minutes) 40 
Unloading time (minutes) 40 
Travel time (To-Fro) (hours) 4 
Avg. turnaround time/rake (hours) 6 
Avg. speed of rake (km/hr) 20-25
Trips/day/rake (trips) 4  
Source: Company 
 

Dipka: coal being ferried by road from mines  Dipka: road leading to the loading point 
 

Source: Daiwa  Source: Daiwa 
 

Dipka: conveyors leading to the silo  Dipka: coal travels from the hopper to the silo 
 

Source: Daiwa  Source: Daiwa 
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  Dipka: view of SILO-1 (LHS) and SILO-2 (RHS) 
The turnaround time for 
each rake is six hours 
currently … 
 
 
 
… but NTPC is looking 
to reduce this to four 
hours to meet the 
requirements of Stage 1  

 

  Source: Daiwa 
 

Dipka: rake waiting to be loaded  Dipka: wagon exiting the loading point 
 

Source: Daiwa  Source: Daiwa 
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Balgi underground mine visit (SECL) 

Project background 

The Balgi 1 underground project is located in SECL’s Korba coalfield. With 
mineable reserves of 8m tonnes and an annual production of 292,000 tonnes, the 
mine life is estimated by SECL to be 27 years. The depth of seam ranges from 20-
260 metres and is mined by using the broad and pillar method. The mine is incline-
based, and we had to walk 1.5km to reach the mine head. The mine has two 
inclines, one used for the haulage of coal along a conveyor belt and the other for 
transportation and shifting materials. 
 
The mine produces high grades of steam coal classified as Grades B & C, with an 
average heat value of 5,679Kcal/kg. It has a substantially high cost of production at 
Rs1,450/tonne against an ASP of Rs1,350/tonne. 
 

Balgi 1: entrance to underground mine 
 

 Balgi 1: workers getting ready to start drilling  
post blasting 

 

Source: Daiwa  Source: Daiwa 
 

Balgi 1: bore hole drilling under way 
 

 Balgi 1: SDL used for loading coal on conveyor  
belt 

 

Source: Daiwa  Source: Daiwa 
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Balgi 1: roof support infrastructure  Balgi 1: coal being transferred via a conveyor 
 

Source: Daiwa  Source: Daiwa 
 
 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 60 

DAIWA’S ASIA PACIFIC RESEARCH DIRECTORY 
Hong Kong    
Regional Research Head; Pan Asia Research Nagahisa MIYABE (852) 2848 4971 nagahisa.miyabe@hk.daiwacm.com 
Head of Product Management John HETHERINGTON (852) 2773 8787 john.hetherington@hk.daiwacm.com 
Product Management Tathagata Guha ROY (852) 2773 8731 tathagata.guharoy@hk.daiwacm.com 
Head of China Research; Chief Economist (Greater China) Mingchun SUN (852) 2773 8751 mingchun.sun@hk.daiwacm.com 
Macro Economy (Hong Kong, China) Kevin LAI (852) 2848 4926 kevin.lai@hk.daiwacm.com 
Strategy (Regional) Colin BRADBURY (Regional Chief Strategist) (852) 2848 4983 colin.bradbury@hk.daiwacm.com 
Strategy (Regional) Mun Hon THAM (852) 2848 4426 munhon.tham@hk.daiwacm.com 
Property Developers (Hong Kong)  Jonas KAN (Head of Hong Kong Research; Regional Property  

Co-ordinator; Co-head of Hong Kong and China Property) 
(852) 2848 4439 jonas.kan@hk.daiwacm.com 

Banking (Hong Kong, China) Grace WU (Head of Hong Kong and China Banking) (852) 2532 4383 grace.wu@hk.daiwacm.com 
Banking (Hong Kong, China) Sophia HUO (852) 2532 4380 sophia.huo@hk.daiwacm.com 
Banking (Hong Kong, China) Queenie POON (852) 2532 4381 queenie.poon@hk.daiwacm.com 
Insurance Jennifer LAW (852) 2773 8745 jennifer.law@hk.daiwacm.com 
Capital Goods – Electrical Equipment and Machinery (China) Ole HUI (852) 2848 4468 ole.hui@hk.daiwacm.com 
Consumer/Retail (Hong Kong, China) Peter CHU (852) 2848 4430 peter.chu@hk.daiwacm.com 
Consumer/Retail (China) Nicolas WANG (852) 2848 4963 nicolas.wang@hk.daiwacm.com 
Hotels, Restaurants and Leisure – Casinos and Gaming (Hong Kong); 
Capital Goods – Conglomerate (Hong Kong) 

Gavin HO (852) 2532 4384 gavin.ho@hk.daiwacm.com 

IT/Electronics – Semiconductor and Solar (Regional, Taiwan, 
Singapore, Hong Kong and China) 

Pranab Kumar SARMAH 
(Regional Head of IT/Electronics) 

(852) 2848 4441 pranab.sarmah@hk.daiwacm.com 

IT/Electronics – Semiconductor/IC Design (Regional) Eric CHEN (Co-head of Regional IT/Electronics) (852) 2773 8702 eric.chen@hk.daiwacm.com 
IT/Electronics – Tech IT Services (Hong Kong, China) Joseph HO (852) 2848 4443 joseph.ho@hk.daiwacm.com 
IT/Technology Hardware – PC Hardware (Taiwan) Calvin HUANG (852) 2773 8782  calvin.huang@hk.daiwacm.com 
IT/Electronics - Semiconductor/IC Design (Taiwan) Ashley CHUNG (852) 2848 4431 ashley.chung@hk.daiwacm.com 
Materials/Energy (Regional) Alexander LATZER (Regional Head of Materials) (852) 2848 4463 alexander.latzer@hk.daiwacm.com 
Materials (China) Felix LAM (852) 2532 4341 felix.lam@hk.daiwacm.com 
Oil & Gas (China, Korea) Andrew CHAN (852) 2848 4964 andrew.chan@hk.daiwacm.com 
Pan Asia Research, Consumer/Retail (China) Hongxia ZHU (852) 2848 4460 hongxia.zhu@hk.daiwacm.com 
Pan Asia Research Kenji SERIZAWA (852) 2532 4159 kenji.serizawa@hk.daiwacm.com 
Property Developers (Hong Kong, China) Danny BAO (Head of Hong Kong and China Property) (852) 2773 8715 danny.bao@hk.daiwacm.com 
Property (Hong Kong, China) Yannis KUO (852) 2773 8735 yannis.kuo@hk.daiwacm.com 
Small/Medium Cap (Regional) Mark CHANG (Regional Head of Small/Medium Cap) (852) 2773 8729 mark.chang@hk.daiwacm.com 
Small/Medium Cap (Regional) John CHOI (852) 2773 8730 john.choi@hk.daiwacm.com 
Telecommunications (Regional, Greater China); Software (China) Marvin LO (Regional Head of Telecommunications) (852) 2848 4465 marvin.lo@hk.daiwacm.com 
Transportation – Land/Marine (Regional); 
Capital Goods – Infrastructure Construction (China) 

Jimmy LAM (852) 2848 4024 jimmy.lam@hk.daiwacm.com 

Transportation – Aviation and Expressway  
(Hong Kong, China, Singapore)  

Kelvin LAU (852) 2848 4467 kelvin.lau@hk.daiwacm.com 

Transportation (Hong Kong, China) Edwin LEE (852) 2532 4349 edwin.lee@hk.daiwacm.com 
Utilities; Power Equipment; Renewables (Hong Kong/China) Dave DAI (852) 2848 4068 dave.dai@hk.daiwacm.com 
Custom Products Group Justin LAU (Head of Custom Products Group) (852) 2773 8741 justin.lau@hk.daiwacm.com 
Custom Products Group Philip LO (852) 2773 8714 philip.lo@hk.daiwacm.com 
Custom Products Group Jibo MA (852) 2848 4489    jibo.ma@hk.daiwacm.com     
South Korea    
Strategy; Banking/Finance  Chang H LEE (Head of Research) (82) 2 787 9177 chlee@kr.daiwacm.com 
Automobiles; Shipbuilding; Steel Sung Yop CHUNG (82) 2 787 9157 sychung@kr.daiwacm.com 
Banking/Finance Anderson CHA (82) 2 787 9185 anderson.cha@kr.daiwacm.com 
Capital Goods (Construction and Machinery) Mike OH (82) 2 787 9179 mike.oh@kr.daiwacm.com 
Consumer/Retail Sang Hee PARK (82) 2 787 9165 sanghee.park@kr.daiwacm.com 
IT/Electronics (Tech Hardware and Memory Chips) Jae H LEE (82) 2 787 9173 jhlee@kr.daiwacm.com 
IT Electronics (Tech Hardware) Steve OH (82) 2 787 9195 steve.oh@kr.daiwacm.com 
Materials (Chemicals) Daniel LEE (82) 2 787 9121 daniel.lee@kr.daiwacm.com 
Pan Asia Research; Small/Medium Caps Yumi KIM (82) 2 787 9838 yumi.kim@kr.daiwacm.com 
Telecommunications; Software (Internet/Online Games) Thomas Y KWON (82) 2 787 9181 yskwon@kr.daiwacm.com     
Taiwan    
Co-head of Research; Strategy Alex YANG (886) 2 2345 3660 alex.yang@daiwacm-cathay.com.tw 
Banking/Diversified Financials Ling TANG (886) 2 8789 5158 ling.tang@daiwacm-cathay.com.tw 
Consumer/Retail Yoshihiko KAWASHIMA (886) 2 8780 5987 y.kawashima@daiwacm-cathay.com.tw 
IT/Technology Hardware (PC Hardware); Software (Small/Medium Caps) Christine WANG (886) 2 8788 1531 christine.wang@daiwacm-cathay.com.tw 
IT/Technology Hardware (Handsets and Components) Alex CHANG (886) 2 8788 1584 alex.chang@daiwacm-cathay.com.tw 
IT/Technology Hardware (PC Hardware - Panels) Chris LIN (886) 2 8788 1614 chris.lin@daiwacm-cathay.com.tw 
IT/Technology Hardware (PC Components) Jenny SHIH (886) 2 8780 1326 jenny.shih@daiwacm-cathay.com.tw 
Materials; Conglomerates Albert HSU (886) 2 8786 2212  albert.hsu@daiwacm-cathay.com.tw     
India    
Head of India Equities Strategy Jaideep GOSWAMI (91) 22 6622 1010    jaideep.goswami@in.daiwacm.com 
Strategy; Banking/Finance Punit SRIVASTAVA (Deputy Head of Research) (91) 22 6622 1013 punit.srivastava@in.daiwacm.com 
All Industries; Pan Asia Research Fumio YOKOMICHI (91) 22 6622 1003 fumio.yokomichi@in.daiwacm.com 
Automobiles Ambrish MISHRA (91) 22 6622 1060 ambrish.mishra@in.daiwacm.com 
Capital Goods; Utilities  Jonas BHUTTA (91) 22 6622 1008 jonas.bhutta@in.daiwacm.com 
Materials Vishal CHANDAK (91) 22 6622 1006 vishal.chandak@in.daiwacm.com 
Oil & Gas; Construction; Small/Medium Caps Atul RASTOGI (91) 22 6622 1020 atul.rastogi@in.daiwacm.com 
Pharmaceuticals and Healthcare; Consumer Kartik A. MEHTA (91) 22 6622 1012 kartik.mehta@in.daiwacm.com 
Real Estate Amit AGARWAL (91) 22 6622 1063 amit.agarwal@in.daiwacm.com 
Software (Tech IT Services) R. RAVI (91) 22 6622 1014 ravi.r@in.daiwacm.com     
Singapore    
Head of Research; Pan Asia Research Tatsuya TORIKOSHI (65) 6321 3050 tatsuya.torikoshi@sg.daiwacm.com 
Macro Economy (Regional) Prasenjit K BASU (Chief Economist, Asia Ex-JP) (65) 6321 3069 p-k.basu@sg.daiwacm.com 
Quantitative Research Deep KAPUR 

(Global Director of Quantitative Research) 
(65) 6321 3079 deep.kapur@sg.daiwacm.com 

Quantitative Research Josh CHERIAN (65) 6499 6549  josh.cherian@sg.daiwacm.com 
Quantitative Research Suzanne HO (65) 6499 6545       suzanne.ho@sg.daiwacm.com 
Banking; Property and REITs  David LUM (Regional Head of Banking/Finance) (65) 6329 2102 david.lum@sg.daiwacm.com 
Banking (Southeast Asia) Srikanth VADLAMANI (65) 6499 6570 srikanth.vadlamani@sg.daiwacm.com 
Conglomerates; Soft Commodities; Energy; Small/Medium Caps Chris SANDA (65) 6321 3085  chris.sanda@sg.daiwacm.com 
Oil and Gas; Utilities (Southeast Asia) Adrian LOH (65) 6499 6548 adrian.loh@sg.daiwacm.com 
Small/Medium Cap Pyari MENON (65) 6499 6566 pyari.menon@sg.daiwacm.com 
Telecommunications (Southeast Asia & India) Ramakrishna MARUVADA 

(Head of SE Asia & India Telecommunications) 
(65) 6499 6543 ramakrishna.maruvada@sg.daiwacm.com 

    
Australia    
Banking/Diversified Financials Johan VANDERLUGT (61) 3 9916 1335 johan.vanderlugt@au.daiwacm.com 
Resources/Mining/Petroleum David BRENNAN (61) 3 9916 1323 david.brennan@au.daiwacm.com     
Japan    
Industrials (Regional); Pan Asia Research Taiki KAJI (81) 3 5555 7174    taiki.kaji@jp.daiwacm.com 
Industrials (Regional); Pan Asia Research Daijiro HATA (81) 3 5555 7178 daijiro.hata@jp.daiwacm.com 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 61 

DAIWA SECURITIES GROUP INC 
OFFICE / BRANCH / AFFILIATE ADDRESS TEL FAX 

HEAD OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku,  (81) 3 5555 3111 (81) 3 5555 0661 
 Tokyo, 100-6753  

Daiwa Securities Trust Company One Evertrust Plaza, Jersey City, NJ 07302, U.S.A. (1) 201 333 7300 (1) 201 333 7726 

Daiwa Securities Trust and Banking (Europe) PLC (Head Office) 5 King William Street, London EC4N 7JB, United Kingdom (44) 207 320 8000 (44) 207 410 0129 

Daiwa Securities Trust and Banking (Europe) PLC (Dublin Branch) Level 3, Block 5, Harcourt Centre, Harcourt Road, Dublin 2, Ireland (353) 1 603 9900 (353) 1 478 3469 

DAIWA CAPITAL MARKETS LIMITED 
OFFICE / BRANCH / AFFILIATE ADDRESS TEL FAX 

HEAD OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku,  (03) 5555 3111 (03) 5555 0661 
 Tokyo, 100-6753  

Daiwa Capital Markets America Inc Financial Square, 32 Old Slip, New York, NY10005, U.S.A. (1) 212 612 7000 (1) 212 612 7100 

Daiwa Capital Markets America Inc. San Francisco Branch 555 California Street, Suite 3360, San Francisco, CA 94104, U.S.A. (1) 415 955 8100 (1) 415 956 1935 

Daiwa Capital Markets Europe Limited 5 King William Street, London EC4N 7AX, United Kingdom (44) 20 7597 8000 (44) 20 7597 8600 

Daiwa Capital Markets Europe Limited, Frankfurt Branch Trianon Building, Mainzer Landstrasse 16, 60325 Frankfurt am Main,  (49) 69 717 080 (49) 69 723 340
 Federal Republic of Germany 

Daiwa Capital Markets Europe Limited, Paris Branch 127, Avenue des Champs-Elysées, 75008 Paris, France (33) 1 56 262 200 (33) 1 47 550 808 

Daiwa Capital Markets Europe Limited, Geneva Branch 50 rue du Rhône, P.O.Box 3198, 1211 Geneva 3, Switzerland  (41) 22 818 7400 (41) 22 818 7441 

Daiwa Capital Markets Europe Limited, Milan Branch Via Senato 14/16, 20121 Milan, Italy (39) 02 763 271 (39) 02 763 27250 

Daiwa Capital Markets Europe Limited,  25/9, build. 1, Per. Sivtsev Vrazhek, Moscow 119002, Russian Federation  (7) 495 617 1960 (7) 495 244 1977 
Moscow Representative Office 

Daiwa Capital Markets Europe Limited, Bahrain Branch 7th Floor, The Tower, Bahrain Commercial Complex, P.O. Box 30069,  (973) 17 534 452 (973) 17 535 113
 Manama, Bahrain 

Daiwa Capital Markets Europe Limited, Dubai Branch The Gate village Building 1, 1st floor, Unit-6, DIFC, P.O.Box-506657,  (971) 47 090 401 (971) 43 230 332 
 Dubai, UAE. 

Daiwa Capital Markets Hong Kong Limited Level 26, One Pacific Place, 88 Queensway, Hong Kong (852) 2525 0121 (852) 2845 1621 

Daiwa Capital Markets Singapore Limited 6 Shenton Way #26-08, DBS Building Tower Two, Singapore 068809,  (65) 6220 3666 (65) 6223 6198 
  Republic of Singapore  

Daiwa Capital Markets Australia Limited Level 34, Rialto North Tower, 525 Collins Street, Melbourne,  (61) 3 9916 1300 (61) 3 9916 1330 
 Victoria 3000, Australia 

DBP-Daiwa Capital Markets Philippines, Inc 18th Floor, Citibank Tower, 8741 Paseo de Roxas, Salcedo Village,  (632) 813 7344 (632) 848 0105 
 Makati City, Republic of the Philippines  

Daiwa-Cathay Capital Markets Co Ltd 14/F, 200, Keelung Road, Sec 1, Taipei, Taiwan, R.O.C. (886) 2 2723 9698 (886) 2 2345 3638 

Daiwa Securities Capital Markets Co Ltd, Seoul Branch 6th Floor, Hana Daetoo Securities Bldg 27-3, Yeouido-Dong, (82) 2 787 9100 (82) 2 787 9191 
 Yeongdeungpo-Gu, Seoul, Republic of Korea       

Daiwa Securities Capital Markets Co Ltd, Room 3503/3504, SK Tower, (86) 10 6500 6688 (86) 10 6500 3594 
Beijing Representative Office No.6 Jia Jianguomen Wai Avenue, Chaoyang District,  
 Beijing 100022, People’s Republic of China  

Daiwa SSC Securities Co Ltd Room 011, 45F HSBC Tower, 1000 Lujiazui Ring Road, (86) 21 6859 8000 (86) 21 6859 8030 
 Pudong New Area, Shanghai 200120, People’s Republic of China 

Daiwa Securities Capital Markets Co. Ltd, Level 8 Zuellig House, 1 Sliom Road, Bangkok 10500, Thailand (66) 2 231 8381 (66) 2 231 8121 
Bangkok Representative Office 

Daiwa Capital Markets India Private Ltd 10th Floor, 3 North Avenue, Maker Maxity, Bandra Kurla Complex, (91) 22 6622 1000 (91) 22 6622 1019 
 Bandra East, Mumbai – 400051, India 

Daiwa Securities Capital Markets Co. Ltd, Suite 405, Pacific Palace Building, 83B, Ly Thuong Kiet Street,  (84) 4 3946 0460 (84) 4 3946 0461 
Hanoi Representative Office Hoan Kiem Dist. Hanoi, Vietnam 

DAIWA INSTITUTE OF RESEARCH LTD 
OFFICE / BRANCH / AFFILIATE ADDRESS TEL FAX 

HEAD OFFICE 15-6, Fuyuki, Koto-ku, Tokyo, 135-8460, Japan (81) 3 5620 5100 (81) 3 5620 5603 
MARUNOUCHI OFFICE Gran Tokyo North Tower, 1-9-1, Marunouchi, Chiyoda-ku, (81) 3 5555 7011 (81) 3 5202 2021 
 Tokyo, 100-6756 

New York Research Center 11th Floor, Financial Square, 32 Old Slip, NY, NY 10005-3504, U.S.A. (1) 212 612 6100 (1) 212 612 8417 

London Research Centre 3/F, 5 King William Street, London, EC4N 7AX, United Kingdom (44) 207 597 8000 (44) 207 597 8550 

 

 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 62 

DISCLAIMER 
This publication is produced by Daiwa Securities Capital Markets Co. Ltd. and/or its non-U.S. affiliates, and distributed by Daiwa Securities Capital Markets Co. 
Ltd. and/or its non-U.S. affiliates, except to the extent expressly provided herein. This publication and the contents hereof are intended for information purposes 
only, and may be subject to change without further notice. Any use, disclosure, distribution, dissemination, copying, printing or reliance on this publication for 
any other purpose without our prior consent or approval is strictly prohibited. Neither Daiwa Securities Capital Markets Co. Ltd. nor any of its respective parent, 
holding, subsidiaries or affiliates, nor any of its respective directors, officers, servants and employees, represent nor warrant the accuracy or completeness of the 
information contained herein or as to the existence of other facts which might be significant, and will not accept any responsibility or liability whatsoever for any use 
of or reliance upon this publication or any of the contents hereof. Neither this publication, nor any content hereof, constitute, or are to be construed as, an offer 
or solicitation of an offer to buy or sell any of the securities or investments mentioned herein in any country or jurisdiction nor, unless expressly provided, any 
recommendation or investment opinion or advice. Any view, recommendation, opinion or advice expressed in this publication may not necessarily reflect those 
of Daiwa Securities Capital Markets Co. Ltd., and/or its affiliates nor any of its respective directors, officers, servants and employees except where the 
publication states otherwise. This research report is not to be relied upon by any person in making any investment decision or otherwise advising with respect 
to, or dealing in, the securities mentioned, as it does not take into account the specific investment objectives, financial situation and particular needs of any person. 
Daiwa Securities Capital Markets Co. Ltd., its parent, holding, subsidiaries or affiliates, or its or their respective directors, officers and employees from time to 
time have trades as principals, or have positions in, or have other interests in the securities of the company under research including derivatives in respect of 
such securities or may have also performed investment banking and other services for the issuer of such securities. The following are additional disclosures. 
Japan 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group 
Daiwa Securities Capital Markets Co. Ltd and Daiwa Securities Group: Daiwa Securities Capital Markets Co. Ltd is a subsidiary of Daiwa Securities Group. 
Investment Banking Relationship 
Within the preceding 12 months, The Affiliates of Daiwa Securities Capital Markets Co. Ltd.* has lead-managed public offerings and/or secondary offerings 
(excluding straight bonds) of the securities of the following companies: China Zhongwang Holdings Ltd (1333 HK); Sundart International Holdings (2288 HK); 
China Automation Group (569 HK); China Kangda Food Co Ltd (834 HK); Glorious Property (845 HK); Tong Yang Life (082640 KS); China Kangda Food Co Ltd 
(CKANG SP); Great Group Co., Ltd (GGH SP); Patel Engineering (PEC IN); Greens Holdings Ltd (1318 HK); China High Precision Automation Group (591 HK); 
Mingfa Group (846 HK); Fantasia Holding Group (1777 HK); Hontex International Holding (946 HK); Sijia Group Company Limited (1863 HK); International 
Taifeng Holdings Limited (873 HK); Agricultural Bank of China Limited (1288 HK); Guotai Junan International Holdings Limited (1788 HK); West China Cement 
Limited (2233 HK); AIA Group Limited (1299 HK); Sihuan Pharmaceutical Holdings Group Limited (460 HK); Strides Arcolab Limited (STR IN); China Metal 
Resources Holding Limited (8071 HK). 
*Affiliates of Daiwa Securities Capital Markets Co. Ltd. for the purposes of this section shall mean any one or more of: 
• Daiwa Capital Markets Hong Kong Limited 
• Daiwa Capital Markets Singapore Limited 
• Daiwa Capital Markets Australia Limited 
• Daiwa Capital Markets India Private Limited 
• Daiwa-Cathay Capital Markets Co., Ltd. 
• Daiwa Securities Capital Markets Co. Ltd., Seoul Branch 
Hong Kong  
This research is distributed in Hong Kong by Daiwa Capital Markets Hong Kong Limited (“DHK”) which is regulated by the Hong Kong Securities and Futures 
Commission. Recipients of this research in Hong Kong may contact DHK in respect of any matter arising from or in connection with this research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
Investment Banking Relationship 
For “Investment Banking Relationship”, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
Relevant Relationship (DHK) 
DHK may from time to time have an individual employed by or associated with it serves as an officer of any of the companies under its research coverage. 
DHK market making 
DHK may from time to time make a market in securities covered by this research. 
Singapore 
This research is distributed in Singapore by Daiwa Capital Markets Singapore Limited and it may only be distributed in Singapore to accredited investors, expert 
investors and institutional investors as defined in the Financial Advisers Regulations and the Securities and Futures Act (Chapter 289), as amended from time to 
time. By virtue of distribution to these category of investors, Daiwa Capital Markets Singapore Limited and its representatives are not required to comply with 
Section 36 of the Financial Advisers Act (Chapter 110) (Section 36 relates to disclosure of Daiwa Capital Markets Singapore Limited’s interest and/or its 
representative’s interest in securities). Recipients of this research in Singapore may contact Daiwa Capital Markets Singapore Limited in respect of any matter 
arising from or in connection with the research. 
Australia 
This research is distributed in Australia by Daiwa Capital Markets Stockbroking Limited and it may only be distributed in Australia to wholesale investors within 
the meaning of the Corporations Act. Recipients of this research in Australia may contact Daiwa Capital Markets Stockbroking Limited in respect of any matter 
arising from or in connection with the research. 
Ownership of Securities 
For “Ownership of Securities” information, please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
India 
This research is distributed by Daiwa Capital Markets India Private Limited (DAIWA) which is an intermediary registered with Securities & Exchange Board of 
India. This report is not to be considered as an offer or solicitation for any dealings in securities. While the information in this report has been compiled by 
DAIWA in good faith from sources believed to be reliable, no representation or warranty, express of implied, is made or given as to its accuracy, completeness 
or correctness. DAIWA its officers, employees, representatives and agents accept no liability whatsoever for any loss or damage whether direct, indirect, 
consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with or from any use of or reliance on the contents of 
and/or omissions from this document. Consequently DAIWA expressly disclaims any and all liability for, or based on or relating to any such information 
contained in or errors in or omissions in this report. Accordingly, you are recommended to seek your own legal, tax or other advice and should rely solely on 
your own judgment, review and analysis, in evaluating the information in this document. The data contained in this document is subject to change without any 
prior notice DAIWA reserves its right to modify this report as maybe required from time to time. DAIWA is committed to providing independent recommendations 
to its Clients and would be happy to provide any information in response to any query from its Clients. This report is strictly confidential and is being furnished to 
you solely for your information. The information contained in this document should not be reproduced (in whole or in part) or redistributed in any form to any 
other person. We and our group companies, affiliates, officers, directors and employees may from time to time, have long or short positions, in and buy sell the 
securities thereof, of company(ies) mentioned herein or be engaged in any other transactions involving such securities and earn brokerage or other 
compensation or act as advisor or have the potential conflict of interest with respect to any recommendation and related information or opinion. DAIWA prohibits 
its analyst and their family members from maintaining a financial interest in the securities or derivatives of any companies that the analyst cover. This report is 
not intended or directed for distribution to, or use by any person, citizen or entity which is resident or located in any state or country or jurisdiction where such 
publication, distribution or use would be contrary to any statutory legislation, or regulation which would require DAIWA and its affiliates/ group companies to any 
registration or licensing requirements. The views expressed in the report accurately reflect the analyst’s personal views about the securities and issuers that are 
subject of the Report, and that no part of the analyst’s compensation was, is or will be directly or indirectly, related to the recommendations or views expressed 
in the Report. This report does not recommend to US recipients the use of Daiwa Capital Markets India Private Limited or any of its non – US affiliates to effect trades 
in any securities and is not supplied with any understanding that US recipients will direct commission business to Daiwa Capital Markets India Private Limited. 
Taiwan 
This research is distributed in Taiwan by Daiwa-Cathay Capital Markets Co., Ltd and it may only be distributed in Taiwan to institutional investors or specific 
investors who have signed recommendation contracts with Daiwa-Cathay Capital Markets Co., Ltd in accordance with the Operational Regulations Governing 
Securities Firms Recommending Trades in Securities to Customers. Recipients of this research in Taiwan may contact Daiwa-Cathay Capital Markets Co., Ltd 
in respect of any matter arising from or in connection with the research. 



 

Jonas Bhutta (91) 22 6622 1008  Coal India 63 

United Kingdom 
This research report is produced by Daiwa Securities Capital Markets Co., Ltd and/or its affiliates and is distributed by Daiwa Capital Markets Europe Limited in 
the European Union, Iceland, Liechtenstein, Norway and Switzerland. Daiwa Capital Markets Europe Limited is authorised and regulated by The Financial 
Services Authority (“FSA”) and is a member of the London Stock Exchange, Chi-X, Eurex and NYSE Liffe. Daiwa Capital Markets Europe Limited and its 
affiliates may, from time to time, to the extent permitted by law, participate or invest in other financing transactions with the issuers of the securities referred to 
herein (the “Securities”), perform services for or solicit business from such issuers, and/or have a position or effect transactions in the Securities or options 
thereof and/or may have acted as an underwriter during the past twelve months for the issuer of such securities. In addition, employees of Daiwa Capital 
Markets Europe Limited and its affiliates may have positions and effect transactions in such securities or options and may serve as Directors of such issuers. 
Daiwa Capital Markets Europe Limited may, to the extent permitted by applicable UK law and other applicable law or regulation, effect transactions in the 
Securities before this material is published to recipients. 
This publication is intended for investors who are not Retail Clients in the United Kingdom within the meaning of the Rules of the FSA and should not therefore 
be distributed to such Retail Clients in the United Kingdom. Should you enter into investment business with Daiwa Capital Markets Europe’s affiliates outside the 
United Kingdom, we are obliged to advise that the protection afforded by the United Kingdom regulatory system may not apply; in particular, the benefits of the 
Financial Services Compensation Scheme may not be available. 
Daiwa Capital Markets Europe Limited has in place organisational arrangements for the prevention and avoidance of conflicts of interest. Our conflict 
management policy is available at http://www.uk.daiwacm.com/about-us/corporate-governance-and-regulatory. Regulatory disclosures of investment 
banking relationships are available at www2.us.daiwacm.com/report_disclosure.html. 
Germany 
This document has been approved by Daiwa Capital Markets Europe Limited and is distributed in Germany by Daiwa Capital Markets Europe Limited, 
Niederlassung Frankfurt which is regulated by BaFin (Bundesanstalt fuer Finanzdienstleistungsaufsicht) for the conduct of business in Germany. 
Dubai 
This document has been distributed by Daiwa Capital Markets Europe Limited, Dubai Branch. Related financial products or services are intended only for 
professional clients and no other person should act upon it. Daiwa Capital Markets Europe Limited is duly licensed and regulated by the Dubai Financial 
Services Authority. 
United States 
This report is distributed in the U.S. by Daiwa Capital Markets America Inc. (DCMA). It may not be accurate or complete and should not be relied upon as such. 
It reflects the preparer’s views at the time of its preparation, but may not reflect events occurring after its preparation; nor does it reflect DCMA’s views at any 
time. Neither DCMA nor the preparer has any obligation to update this report or to continue to prepare research on this subject.  This report is not an offer to sell 
or the solicitation of any offer to buy securities. Unless this report says otherwise, any recommendation it makes is risky and appropriate only for sophisticated 
speculative investors able to incur significant losses. Readers should consult their financial advisors to determine whether any such recommendation is 
consistent with their own investment objectives, financial situation and needs. This report does not recommend to U.S. recipients the use of any of DCMA’s non-
U.S. affiliates to effect trades in any security and is not supplied with any understanding that U.S. recipients of this report will direct commission business to 
such non-U.S. entities. Unless applicable law permits otherwise, non-U.S. customers wishing to effect a transaction in any securities referenced in this material 
should contact a Daiwa entity in their local jurisdiction. Most countries throughout the world have their own laws regulating the types of securities and other 
investment products which may be offered to their residents, as well as a process for doing so. As a result, the securities discussed in this report may not be 
eligible for sales in some jurisdictions. Customers wishing to obtain further information about this report should contact DCMA: Daiwa Capital Markets America 
Inc., Financial Square, 32 Old Slip, New York, New York 10005 (telephone 212-612-7000). 
Ownership of Securities 
For “Ownership of Securities” information please visit BlueMatrix disclosure Link at http://www2.us.daiwacm.com/report_disclosure.html. 
Investment Banking Relationships 
For “Investment Banking Relationships” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html.  
DCMA Market Making 
For “DCMA Market Making” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html. 
Research Analyst Conflicts 
For updates on “Research Analyst Conflicts” please visit BlueMatrix disclosure link at http://www2.us.daiwacm.com/report_disclosure.html. The principal 
research analysts who prepared this report have no financial interest in securities of the issuers covered in the report, are not (nor are any members of their 
household) an officer, director or advisory board member of the issuer(s) covered in the report, and are not aware of any material relevant conflict of interest 
involving the analyst or DCMA, and did not receive any compensation from the issuer during the past 12 months except as noted: no exceptions. 
Research Analyst Certification 
For updates on “Research Analyst Certification” and “Rating System” please visit BlueMatrix disclosure link at 
http://www2.us.daiwacm.com/report_disclosure.html. The views about any and all of the subject securities and issuers expressed in this Research Report 
accurately reflect the personal views of the research analyst(s) primarily responsible for this report (or the views of the firm producing the report if no individual 
analysts[s] is named on the report); and no part of the compensation of such analyst(s) (or no part of the compensation of the firm if no individual analyst[s)] is 
named on the report) was, is, or will be directly or indirectly related to the specific recommendations or views contained in this Research Report. 
The following explains the rating system in the report as compared to relevant local indices, based on the beliefs of the author of the report.  
"1": the security could outperform the local index by more than 15% over the next six months. 
"2": the security is expected to outperform the local index by 5-15% over the next six months. 
"3": the security is expected to perform within 5% of the local index (better or worse) over the next six months. 
"4": the security is expected to underperform the local index by 5-15% over the next six months. 
"5": the security could underperform the local index by more than 15% over the next six months. 
Additional information may be available upon request. 

Japan - additional notification items pursuant to Article 37 of the Financial Instruments and Exchange Law 
(This Notification is only applicable where report is distributed by Daiwa Securities Capital Markets Co. Ltd.) 
If you decide to enter into a business arrangement with us based on the information described in materials presented along with this document, we ask you to 
pay close attention to the following items.  
 In addition to the purchase price of a financial instrument, we will collect a trading commission* for each transaction as agreed beforehand with you. Since 

commissions may be included in the purchase price or may not be charged for certain transactions, we recommend that you confirm the commission for each 
transaction.  

 In some cases, we may also charge a maximum of ¥ 2 million (including tax) per year as a standing proxy fee for our deposit of your securities, if you are a 
non-resident of Japan.  

 For derivative and margin transactions etc., we may require collateral or margin requirements in accordance with an agreement made beforehand with you. 
Ordinarily in such cases, the amount of the transaction will be in excess of the required collateral or margin requirements.  

 There is a risk that you will incur losses on your transactions due to changes in the market price of financial instruments based on fluctuations in interest 
rates, exchange rates, stock prices, real estate prices, commodity prices, and others. In addition, depending on the content of the transaction, the loss could 
exceed the amount of the collateral or margin requirements.  

 There may be a difference between bid price etc. and ask price etc. of OTC derivatives handled by us.  
 Before engaging in any trading, please thoroughly confirm accounting and tax treatments regarding your trading in financial instruments with such experts as 

certified public accountants.  
* The amount of the trading commission cannot be stated here in advance because it will be determined between our company and you based on current 
market conditions and the content of each transaction etc.  

When making an actual transaction, please be sure to carefully read the materials presented to you prior to the execution of agreement, and to take 
responsibility for your own decisions regarding the signing of the agreement with us.  

Corporate Name:  Daiwa Securities Capital Markets Co. Ltd.  
 Financial instruments firm: chief of Kanto Local Finance Bureau (Kin-sho) No.109  

Memberships:  Japan Securities Dealers Association, Financial Futures Association of Japan 
 Japan Securities Investment Advisers Association 

 


	Initiation: who says elephants can't dance?
	Contents
	The three most important charts in this report...
	Executive summary
	Coal India – financial summary
	Valuation and target price
	Production and dispatches: will the elephant dance?
	Regulatory hurdles are being sorted out slowly but surely
	Key assumptions
	Key risks
	Appendix 1
	Appendix 2
	Appendix 3
	Appendix 4
	Appendix 5
	Appendix 6
	Appendix 7
	Appendix 8
	Appendix 9


		2011-03-22T03:20:07+0900
	e-timing EVIDENCE 3161
	AMANO Time Stamp Service




