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power supply
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Strategy in sync with
government aim of
24x7 power supply

COAL INDIA'S REVENUE in
Q4FY23 increased by 17% y-o-y
and 9% y-o-y, reaching ¥382 bn,
which is consistent with our esti-
mated revenue of €363 bn.Therise
inrevenue can beattributed tohigh
volumes and realisations. The
blended average selling price (ASP)
alsoincreased by 13%y-o-yand 2%
g-0-qto¥1,877/t,withASPgrowing
y-0-y forall categories. The E-auc-
tion ASP soared by 86% y-o-yto ¥
4,525/tonnebut decreased by 10%
q-0-q. The E-auction premium
reduced to 192% from an all-time
highof329%inQ2FY23and 241%
in Q3FY23, though it remained
above the historical average.

Adjusted Ebitda (net of OBR) for
COALwas down by 31%y-o0-yand
239% g-0-q,amounting to ¥86 bn.
Thedeclinein Ebitdawas duetothe
higher provisions of ¥59 bn allo-
cated towards national coal wage
agreement (NCWAXI) wage provi
sions, resulting in employee
expenses increasing to ¥170 bn,
exceeding our estimated expense
of ¥135bn.
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Adjusted profit after tax (APAT)
of the company fell by 18% y-o-y
and 28% q-0-q. The production
grew 7% y-o-y and 25% g-0-q to
224mt. COAL exceeded its yearly
production target in FY23 and
clocked incremental sales of 80mt
in a year. In FY23, the removal of
over burden removal (OBR) by the
company reached record levels of
1,652 million cubic meters,which is
a 220% increase compared to the
previous year. The 294mcm incre
mental OBR removal is the highest
since inception, and higher OBR
removal facilitates fasterand higher
coal extraction. High OBR removal

willhelp COALachieveits FY24 pro-
duction target of 770-780mt.

COAL’s growth roadmap is in
synergy with the government’s
commitmenttobringaboutatrans-
formative change in the power sec-
torby providing 24x7 powersupply
to all homes and sets the stage for
COALtoachieve strong coal produc-
tion over the next few years.

COAL has received long-term
demand commitments from multi-
ple power plant companies for fuel
supplyagreements (FSA),which pro-
vides the company with better visi-
bility and predictability of its busi-
ness operations.To meet growing

Financials & valuations (2 bn)
March 023 win UZ25E]
ales 1,383 1314 1,337
Adj. Ebitda | aoa[ 277 286
Adj.PAT | 281 195 205
Ebitda [
margin (%) | 29.4 211 214
Cons. Adj.
EPS(3) 456 317 333
EPSCr. (%) | 618 -30.6 53
BV/Sh.(3) | 93 109 125
Ratios
Net D:E 07| 04 -06
RoE (%) 491 291 266
RoCE(%) | 567 305 2638
Payout (%) | 53.1 S0.0 50.0
Valuations
P/E (x) S2] 7.5 74
P/BV (x) 26 22 19
EV/Ebitda (x) 26| 39 3.6
Div.yield (%) 10.2| 6.7 7.0
FCFyield (%) 16.0| 50 7.5

Source: MOFSL, Company

power demand, COAL has pegged
610mt to power plantsin FY24E.

E-auction to drive profitability
Though e-auction premiums
have cooled off from their highs,

ction

they were compensated by higher
volumes in Q4FY23. As coal avail-
ability to the nonregulated sector
(NRS) increases, COAL has an
option of placing up to 10% of its
total production or 20% of pro-
duction after fulfilling FSA deliv-
eries under e-auctions. We expect
COAL to sell 68-70mt of its vol-
umes via e-auction determined
pricesin FY24,

Valuation and view

We believe the world has come
to terms with the fact that fossil
fuels cannot be ignored, at least in
the near term. Underinvestment
bydeveloped economiesin the last
decade has proven expensive,with
noalternate sources of Russian NG
in sight other than coal. Renew-
ables remain unreliable due to
challenges related to availability,
costs,storage orsafety. The depen-
dence on coal is therefore likely to
increase in the near term. The inte-
gration of all five different modes
of auction into a single e-auction
hasled to better price discovery for
coal.We retain our Buy rating with
atarget price of ¥285, valuing the
stockat 5x FY24E EV/Ebitda. COAL
remains our top pick in the metals
and mining sector.

MOTILAL OSWAL



Date- 09-05-2023

Publication -Business Standard

ECONOMY & PUBLIC AFFAIRS P6

COALINDIA™S1-BN TONNE
TARGETTO SPUR MINING
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Cil's 1-bn tonne target
to spur mining in states

SHREYA JAI & NITIN KUMAR
Now Dalni, B May

ational miner Coal Indla Lid
N (CIL), which is targeting 1 bil-

leo tonne (bt) of coal produc-
tion by 202526 (FY26), is set to push
enhanced mining activity in mineral-
rich states.

CIL has worked out a 82-mine plan
for moeting the production target, Of
these. 13 are new coal mines; the rest
are expansions of existing ones.

Jharkhand leads the pack with 15
new mining projects, of which three
are new; the rest are expansion of
existing coal mines in the state. It is
followed by Chhamisgarh — Iv will
have eight new coal mine projects.
Maharashtra and West Bengal will get
seven new coal mining profects each,

The new coal mining projects CIL
will take up have a peak-rated capaciry
(PRC) of 129 million tonnes (mt) per
annum and will contribute 294 mt by
FY26. The expansion of exasting mines
of CIL's seven subsidiaries in eight
states will contribute 241 mt by ¥Y 26,
These 39 mines have a PRC of 315 mi.

The Ministry of Coal has set a 1-I¢
coal production tanget by the end of
the current fiscal year (2023 24), on
the back of enhanced private coal
mining. OF the targeted 1 by, CIL will
produce 750 mt, while privately
owned captive and conunercial mines
will comtribute 162 mi; the balance by
The Singareni Collieries Company.

Most af the new coal mining proj
ccts will reach thedr peak capacity by
2026-27. A handlul by 2030, Speaking
to  Business Standard, Pramod
Agrawal, chairman and managing
director, CIL, had said, CIL —inatwo-
pronged approach — was pushing for
capacity augmentation threugh the
expansion of existing mines and oper-
ationalisation of greenfield projects.

“In pursuit of 1 bt, these will con
tribute incremental profected produc
tion of 102 mt in FY26. We have
worked out year-wise production
plans until 2026 for monitoring them
closely. Mahanacli, South Eastemn, and
Central Coulfields will be significant
contributors towards the challenging
goal, with Mahanadi slone chipping
in with 29 per cent towards the 1-x
plan,” he sail.
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Questions on just transition

The enhanced mining by CIL comes in
the wake of increasing power demand
in the country. This year, the power
demand of the country is expocted w
touch 220 gigawarl — & historic high

Fuelled by thermal powes, the conin-
try’s electricity sector is still largely
dependent on coal, notwithstanding
strides in repewable enenty generation
Currently, close to 75 peroent of Indla’s
powerdemand Is belng met bry thermal
power generation.

As enhanced mining picks up in
mineral-rich states, the question of the
country’s energy transition and nes-
zero goal also comes up.

Inclia has set 2070 as the tanges year
for being a net-zero carbon econeay
and 2030 for meeting 30 per cent of
its electricity demand from non-fossil
fuct sources.

In coal-rich  sutes, especially
Jharkhamnd and Chhattisgerh, which
have always been the hotbed of ecolag-
Ical issues artsing from mining activi-
Lies, the new employment-generating-
mines are a mix ol good and bad news.
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Laxml Chauhan, an activist from
Korba, Chhartisgarh, said the govern-
ment'’s move Lo increase coal prodic-
tion seems to benefit private miners,
who have already tnvested in the sector,
“With international pressure on mov-
ing away from fossil fuels rising, the
LOVETTUTIME WANTS 1o eXtract as much
ceal as itcan now. The Beetsed capacity
for coal mining s already moce than
twice the nood, People end up paying
forthe inefficiency, cormaption In finan-
cial, ecological, and health costs,” said
Chauhan.

CIL is Increasingly cutsourcing Its
mining activity through the mine
developer and operator mode. To apen
up coal mining to the private sector, the
coal mingstry has already awarded close
o 133 eoal mines with a PRC of 515 i
since 2015 to private companies. Of
these, 27 have commencad production,

Sudiep Srivastava, a Bilaspur-
based advocale and aclivist, said
there is already surplus coal produc-
tlon In the country and the existing
thermal power plants are not even
running at full capacity.



