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CIL urging
power houses
not to regulate
coal intake

STATE-OWNED CIL HAS been
writing to power generating
companies since October last
yearurgingthem not toregulate
the intake of coal and build up
stock at their end, so that the
electricity production does not
sufferduring summerand mon-
soon seasons, according to offi-
cial sources. The development
assumes significance in the
wake of power houses in the
country grappling with coal
shortages.

"CIL has been writing to
power gencos (generation com-
panies) since October 2020 not
to regulate intake of theircoal
and build up stock at theirend,
sothat generation do not suffer
during the summer and mon-
soonseason of 2021-22 due to
coalshortage,'one of the sources
said.CIL hadlastweek saidit has
stepped up thesupply of coal to
the powersector in the firsteight
daysof the currentmonth.
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REALISATIONS from e-auctions rise, while outstandings from state power
utilities have fallen; ESG initiatives likely to attract more institutions

Coal India May Find Takers
on Improving Demand, Capex

Jwallt.Vyas@timesgroup.com

ET Intelligence Group: Coal Indi-
a’'s performance is improving across
key parameters — dues from power
utilities are at a 16month low and sa-
les through e-auctions, which earns
high realisations, are at a three-year
high. While in the past, the stock has
been less in demand since institutio-
nal investors tend to reduce exposure
to companies related to fossil fuels,
value investors may find the stock at-
tractive given the company’s higher
capital expenditure plan (capex) and
adividend yield of 10%.

Coal offtake rose by 9.5% year-on-ye-
ar in August to 48.6 million tonnes. It
T0ose by 24% in the first five months of
FY22, the highest in 10 years. Coal de-
mand is expected to
sustainas the stocks at
power plants are at a
two-year low amid im-
proving power demand.

Rising dues from the state utilities
amid the Covid-19 pandemic was a
major concern in FY21. The situation
has now improved. After rising by
43% at the end of March 2021, thedues
were at a 16month low in August.
They fell by 16% year-on-year and 6%
from the previous month to 7,900
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crore at the end of August. They had
peaked at €25,000 crore in January.

The rising e-auction premiums is
another positive factor. Coal India
sells 15-20% of production through e-
auctions (sale not under an agree-
ment). The premium
was 46% in August. It
had fallen to a low of
16% in FY21 from a
high of 95% in FY19. Likewise, there-
alisation per tonne during the period
fell to ¥1,569 from ¥2,632.

The company’s capex plan for FY22
at €17,000 crore is the highest in the
past five years, with a significant
amount allocated for environment,
social, and governance-related activi-
ties (ESG). It includes new mining

projects, first-mile connectivity and
railway evacuation projects. This will
replace mor expensive road transpor-
tation with more environment-fri-
endly and low-cost rail and conveyor
transport mechanisms. Nearly one-
third of the coal offtake will be thro-
ugh this route in threefive years.
This effort may attract institutional
investors who focus on businesses at-
tempting toreduce carbon emissions.
Analystsexpect Coal India todeliver
a 15% revenue growth for FY22. The
stock has outperformed the Nifty
over the past month with a 16% gain.
At Thursday's closing price of €162.2
on the BSE, the stock was traded ata
trailing price-earnings multiple of
seven and two times the book value.



