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Coal India (COAL.BO) 
Alert:  2QFY13 – Higher Volumes; Lower E-auction Realisations 
 

 PAT rises 19% yoy — Coal India’s (CIL) 2QFY13 PAT rose to Rs30.8bn (5% ahead 
of Citi est). Benefits of strong volumes and higher yoy FSA realisations were offset 
by lower e-auction prices and higher costs (wages). EBITDA margin was 22% vs 
21% last year (31% in 1QFY13). Other income (excl. recovery of transportation 
costs) rose 22% yoy to Rs17.7bn. Cash as of 30Sep12 was ~$12bn (Rs103/sh). 

 Strong volumes — 2Q production rose 11% yoy to 89mt in 2Q (CIL’s target 96mt); 
despatches grew 8.5% to 102mt (CIL’s target 108mt). CIL liquidated ~13mt of 
inventory in 1Q (23mt in 1H out of 70mt). Rake availability in 2Q was ~162/day (vs. 
145 last year). Despatches via rail rose 12% yoy and deliveries to the power sector 
were up 13% yoy. CIL’s FY13 production target is 464mt; despatch 470mt. Citi est: 
production 460mt (+5.5%); despatches 464mt (+7.1%); >190 rakes/day in 2HFY13.  

 E-auction prices weak — CIL’s 2Q realizations rose 2% yoy to Rs1,432 ($26), but 
fell 2% qoq. 1) FSA realisations rose 2% qoq (+5% yoy). 2) E-auction prices fell 6% 
yoy; 11% qoq to Rs2,282 ($42/t) due to a poor grade mix and the impact of weak 
global prices. E-auction sales were 12% of despatches. Our e-auction price forecast 
for FY13 is Rs2,900/t. If e-auction realisations remain at 1H levels (Rs 2,430/t) 
through 2HFY13, FY13 PAT would fall by 10% (ceteris paribus). CIL expects higher 
e-auction prices in 3Q − higher grade coal; better demand.  

 Higher wages — Employee costs rose 15% yoy to Rs65bn due to wage revision 
effective Jul11. CIL benefited from lower depreciation and reversal of bad debt 
provisioning during the quarter.  

 Reiterate Buy — CIL is relatively insulated from global price trends; with improving 
volumes (despatches up 8.6% yoy in Apr-Oct12 after two years of muted growth) 
and odds favoring faster clearances. The stock trades at 10x FY14E PE (excl OBR 
adj) vs. Asian peers’ 9-12x. It has underperformed the Sensex by 7% in the last 
three months. Recommend Buy.  

Figure 1. Coal India – Statistical Abstract 

YE 31 Mar Net Profit  EPS EPS excl OBR EPS growth P/E  EV/EBITDA  ROE 
 (Rsm) (Rs) (Rs) (%) (x) (x) (%) 
FY10       96,190          15.6              18.9  147%         18.4             15.4  38% 
FY11     112,427          17.2              19.9  6%         17.4             11.9  33% 
FY12E     147,104          23.4              27.5  38%         12.6               9.5  35% 
FY13E     168,021          26.6              31.1  13%         11.2               7.7  33% 
FY14E     183,565          29.1              33.9  9%         10.3               6.4  29% 
FY15E     199,243          31.5              36.7  8%           9.5               5.3  26%  

Source: Citi Research estimates. Price as of 9th November 2012, P/E excludes OBR. 
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2QFY13 Results 

Figure 2. Coal India – 2QFY13 Results 

(Rs m) 2QFY13 2QFY12 %chg yoy 1QFY13 %chg qoq 
Net sales 145,725 131,481 11% 165,006 -12% 
Personnel expenses 65,364 57,003 15% 61,301 7% 
Total operating expenses 113,922 103,300 10% 113,400 0% 
EBITDA 31,804 28,181 13% 51,606 -38% 
EBITDA margin (%) 21.8% 21.4%  31.3%  
Other income (excl transportation charges recovered) 17,741 14,579 22% 17,254 3% 
Depreciation 3,872 5,734 -32% 5,356 -28% 
EBIT 45,673 37,027 23% 63,504 -28% 
Interest expenses 102 128 -20% 126 -19% 
PBT 45,571 36,898 24% 63,378 -28% 
Prior Period Adjustments -195 92  -103  
Total Tax 14,703 11,132 32% 18,582 -21% 
-Tax rate (%) 32.4% 30.1%  29.4%  
Extraordinary items (net of tax) 107.4 73.3  -  
Reported PAT 30,781 25,931 19% 44,693 -31% 
      
Production (m tonnes) 89.07 80.32 11% 102.47 -13% 
Despatches (m tonnes) 101.74 93.73 9% 113.04 -10%  

Source: Company Reports, Citi Research 
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Coal India 
 
Valuation 

Our TP is derived using a combination of two scenarios: #1 assumes no profit 
sharing - derived price Rs416; #2 assumes 26% profit sharing in FY14 and beyond 
(based on our interactions with the Ministry of Mines) - derived price Rs384; with a 
50:50 weighting. CIL does not have a long valuation history since it listed in Nov 
2010. We arrive at our TP of Rs400 using: (1) a valuation based on DCF+30% 
premium (Rs504) and (2) 9x FY13 PE based valuation (Rs243); with a 60/40 
weighting. The 9x multiple lies at the top end of the current trading range (6-9x) of 
the Indonesian and Chinese coal producers. At our TP, CIL would trade at 12.3x 
Sep13PE (excl OBR adj). 
 
Risks 

Key downside risks to our investment thesis on CIL are: risks of restrictions 
imposed by regulators related to forest clearance and environmental safeguards; 
difficulties in obtaining reserves/resources; a proposed 26% profit-sharing 
requirement contained in the New Mining Bill; land acquisition; ban on e-auction 
coal; logistical constraints including rail transport bottlenecks; restricted ability to 
raise coal prices; coal imports without a pass through; unrelated investments; 
disruption of operations in politically unstable areas; auction for future reserves; and 
non-availability of critical equipment. 
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Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the Philippines 
through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange Commission. 
20th Floor Citibank Square Bldg. The Product is made available in the Philippines through Citibank NA Philippines branch, Citibank Tower, 8741 Paseo De 
Roxas, Makati City, Manila. Citibank NA Philippines NA is regulated by The Bangko Sentral ng Pilipinas. The Product is made available in Poland by Dom 
Maklerski Banku Handlowego SA an indirect subsidiary of Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku 
Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The Product is made available in the Russian Federation through ZAO Citibank, which is licensed 
to carry out banking activities in the Russian Federation in accordance with the general banking license issued by the Central Bank of the Russian 
Federation and brokerage activities in accordance with the license issued by the Federal Service for Financial Markets.  Neither the Product nor any 
information contained in the Product shall be considered as advertising the securities mentioned in this report within the territory of the Russian Federation 



Coal India (COAL.BO) 
12 November 2012 Citi Research
 

 7 

or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 
1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in 
Singapore through Citigroup Global Markets Singapore Pte. Ltd. (“CGMSPL”), a capital markets services license holder, and regulated by Monetary 
Authority of Singapore. Please contact CGMSPL at 8 Marina View, 21st Floor Asia Square Tower 1, Singapore 018960, in respect of any matters arising 
from, or in connection with, the analysis of this document. This report is intended for recipients who are accredited, expert and institutional investors as 
defined under the Securities and Futures Act (Cap. 289). The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., 
Singapore Branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore. Please contact your Private Banker in Citibank N.A., 
Singapore Branch if you have any queries on or any matters arising from or in connection with this document. This report is intended for recipients who are 
accredited, expert and institutional investors as defined under the Securities and Futures Act (Cap. 289).  This report is distributed in Singapore by Citibank 
Singapore Ltd ("CSL") to selected Citigold/Citigold Private Clients. CSL provides no independent research or analysis of the substance or in preparation of 
this report. Please contact your Citigold//Citigold Private Client Relationship Manager in CSL if you have any queries on or any matters arising from or in 
connection with this report. This report is intended for recipients who are accredited investors as defined under the Securities and Futures Act (Cap. 289).   
Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office 
is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African 
Reserve Bank and the Financial Services Board.  The investments and services contained herein are not available to private customers in South Africa.  The 
Product is made available in Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega 
Y Gasset, 4th Floor, Madrid, 28006, Spain.  The Product is made available in the Republic of China through Citigroup Global Markets Taiwan Securities 
Company Ltd. ("CGMTS"), 14 and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan and/or through Citibank Securities (Taiwan) Company Limited ("CSTL"), 14 
and 15F, No. 1, Songzhi Road, Taipei 110, Taiwan, subject to the respective license scope of each entity and the applicable laws and regulations in the 
Republic of China. CGMTS and CSTL are both regulated by the Securities and Futures Bureau of the Financial Supervisory Commission of Taiwan, the 
Republic of China. No portion of the Product may be reproduced or quoted in the Republic of China by the press or any third parties [without the written 
authorization of CGMTS and CSTL]. If the Product covers securities which are not allowed to be offered or traded in the Republic of China, neither the 
Product nor any information contained in the Product shall be considered as advertising the securities or making recommendation of the securities in the 
Republic of China. The Product is for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security or 
financial products. Any decision to purchase securities or financial products mentioned in the Product must take into account existing public information on 
such security or the financial products or any registered prospectus.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., 
which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, 
Thailand.  The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski Buyukdere 
Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global Markets 
Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai Financial 
Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A 
distribution of the different Citi Research ratings distribution, in percentage terms for Investments in each sector covered is made available on 
request.  Financial products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The 
Product is made available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This 
material may relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to 
where this may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The 
Product is made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and 
Exchange Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU Member States, the Product is made 
available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to Citi Research's Products can be found at 
https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
With the exception of our product that is made available only to Qualified Institutional Buyers (QIBs) and other product that is made available through other 
distribution channels only to certain categories of clients to satisfy legal or regulatory requirements, Citi Research concurrently disseminates its research via 
proprietary and non-proprietary electronic distribution platforms. Periodically, individual Citi Research analysts may also opt to circulate research posted on 
such platforms to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated via the 
aforementioned distribution channels. Citi Research simultaneously distributes product that is limited to QIBs only through email distribution. 
The level and types of services provided by Citi Research analysts to clients may vary depending on various factors such as the client’s individual 
preferences as to the frequency and manner of receiving communications from analysts, the client’s risk profile and investment focus and perspective (e.g. 
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market-wide, sector specific, long term, short-term etc.), the size and scope of the overall client relationship with Citi and legal and regulatory constraints. 
Citi Research product may source data from dataCentral. dataCentral is a Citi Research proprietary database, which includes Citi estimates, data from 
company reports and feeds from Reuters and Datastream. 
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