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We expect Coal India to offer 10% dividend yield at
the current market price, as we forecast strong
earnings to result in healthy dividends going
forward

—Motilal Oswal
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Strong demand
to boost earnings
for Coal India

EPS for FY23/24e up
6/2%; target price
increased to 290 from
2275; 'Buy' retained

H Investor, P7
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© COAL INDIA RATING: BUY

Strong demand to boost earnings

Dividends are likely to be
healthy; FY23/24 Ebitda up
6/2%; target price increased
to 290 from ¥275; ‘Buy’
rating maintained

WE EXPECT GLOBAL coal demand to
remain strongin the near termas the world
recovers from the pandemicand Europe
shiftsto renewables (in the long term) from
Russian gas, increasing dependency on
coal in the near term. We believe that with
acontinued heatwave in China,hydro pro-
duction should reduce further, increasing
reliance on thermal coal. We furtherbelieve
Europe will continue to re-open as well as
increase the lifecycle of its remaining ther-
mal power plants and in the process will
fuel demand for thermal coal.

Domesticcoal demand to remain strong
India’s coal consumption is likely to
increase and so will its thermal coal
importsin the near term. As Europe con-
tinues to buy more South African coal,we
believe port-based plants in India will
remain shut or operate at a lower rate,
putting pressure on domestic coal-based
plants to ramp up generation. This, in
turn, will fuel demand for domestic coal.

E-auction premiums to remain firm
We expect FY23 e-auction premiums to

remain in triple digits at least as: Coal avail
ability fore-auction has reduced drastically
with most of the coal being diverted to the
power sector; e-auction reforms have
brought all non-fuel supply agreement
buyers on one platform, increasing com-
petition; rising price of South African coal
will prompt domestic consumers of South
African coal to shift to domestic coal.

Financial Express

Wage cost hike of 15% is factored in

We have factored in a 15% wage hike in
our FY23 numbers along with a 5% nat-
ural attrition, thereby providingacushion
to our PAT estimates.

Valuation and view
Coal India trades at 3.0x/4.3x our
FY23/24E EV/Ad]. Ebitda. We expect a

Financial snapshot (2 bn)

es 0970 1,263.1 1,230,
Ebitda 284S 4261 3084
Adj. FAT 1738 2879 1994
Ebitdamargin(%)” 259 343 251
Cons.Adj.EPS(Y) 282 467 323
EPSGF. (%) 368 657 308
BV/Sh.(7) 700 934 1095
Ratios
NetD:E 08 0.2 01
ROE (%) 4.3 50.0 295
ROCE (%) &35 582 326
Payout (%) 803 50,0 500
Valuations
F/EW) 8.0 %8 7.0
F/BVX) 32 24 21
EV/Ebitdalx) 37 30 43
Div. Yield (%) 7.6 104 7.2
i 05 62

10% dividend yield at current market
price, as we forecast strong earnings to
resultin healthydividends going forward.
We raise our FY23/24E Adj. Ebitda by
6%/ 2%, respectively,and increase our TP
to 290 (from ¥275), premised on 4x
FY23E EV/Ebitda. Maintain Buy.

MOTILAL OSWAL
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Supplying coal at highly competitive prices: CIL

Not raised prices for past 4 yrs, even at a time when intl coal prices are much higher, says Coal India chairman

KoLKATA

COAL India Ltd (CIL) on Tues-
day said the miner has not raised
prices of the dry fuel in the last
four years to ensure its supply at
competitive prices to consumers
compared to the international
market.

While addressing shareholders
at the company's 48th AGM,
Chairman Pramod Agrawal said
that the CIL is committed to in-
crease its production and sup-
plies to the mandated levels to
ensure that the country gets
power at a “just” price. Coal In-
dia meets 80 per cent of the
country's dry fuel requirement.
“At a time when international
coal prices are much higher, Coal
India continues to supply its coal
to Indian consumers at highly

Coal would continue to fuel India's electricity
generation based on the current usage pattern. |
welcome government's impetus for

renewables from the environmental

perspective and climate commitments made

by Indiain COP 26

- Pramod Agrawal, Chairman, Coal India Ltd

competitive prices, with no price
increase over the last four years’
Agrawal said without elaborat-
ing. The CIL chief had said ear-
lier that the company was in dis-
cussion with all ‘stakeholders’ on
revising coal prices in the wake
of a jump in operational cost, At
the AGM, Agrawal said that coal
would continue to fuel India's
electricity generation based on
the current usage pattern. He,
however, welcomed the govern-

ment's impe-  \,
tus for renew-  \,
ables from the
environmental S e
perspective and cli-

mate commitments made by
India in COP 26. “But, till renew-
able energy starts contributing to
the extent that it could take over
coal's role, coal cannot be de-
throned from its energy
pedestal” he said.

The entry of renewable energy

o~ =7

sources should not be
SN, viewed asa ‘threat’ to
N, coal's standing at
least in the im-
mediate future,
Agrawal said.
“Out of the
country's elec-
tricity genera-
1 tion of
/7 1,490.277 billion
./ units in FY'22,
s coal-based genera-
.~'"  tion accounted for
69.9 per cent or
1,041.459 billion units. This
represents a growth of 9.5 per
cent over the preceding year,” he
said. Coal India produced 622.63
million tonnes of coal in FY'22
which is the highest since CIL
came into being. Production for
the year represents an increase of

\.

e

26.41 million tonnes which is a
4.4 per cent growth over last
year. CIL has devised a transfor-
mational plan for operationalis-
ing 14 mines through engage-
ment of Mine Developer cum
Operators, having proposed a ca-
pacity of 165.58 million tonnes
per annum which would con-
tribute to sizeable production in
the coming years, he said. “Your
company's capital expenditure of
Rs.15,400.96 crore in 2021-22
was the highest ever registering
15.94 per cent growth compared
to the capex of Rs 13,283.83
crore of FY'21,” the CIL chief told
shareholders. Agrawal also gave
some other updates on the
miner's achievements and steps
on connectivity, modernisation,
automation and Information
Technology interventions.
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CIL has not raised prices in &4 yrs,
says Coal India chairman at AGM

Coal India on Tuesday said the miner has not raised prices of the
dryfuelin the last fouryears to ensure its supply at competitive
prices to consumers compared to the international market.
While addressing shareholders at the company's 48th AGM,
chairman Pramod Agrawal said that the CIL is committed to
increase its production and supplies to the mandated levels to
ensure that the country gets power ata "just" price. Coal India
meets 80 per cent of the country's dry fuel requirement. At the
AGM, Agrawal said that coal would continue to fuel India's
electricity generation based on the current usage pattern.  PTI
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No demerger before listing
of 2 Coal India arms: CMD

Agrawal cites rising
costs, hints at hike
in coal prices

FE BUREAU
Kolkata, August 30

COAL INDIA (CIL) has no
plans for the demerger of
Bharat Coking Coal ( BCCL)
and Central Mine Plannin,
and Design Institute (CMPDI
before their listing, CIL chair-
man & managing director
Pramod Agrawal said.

Addressing the state-run
coal miners'48th annual gen-
eral meeting, Agrawal said: “A
part of their (BCCLand CMPDI)
shares may get listed... We are
working on the plan. All
approvals are being obtained.”

CIL may divest up to 25%
each in BCCL and CMPDI,
sources said.ClLhasatotalof 10
subsidiaries — seven mining
subsidiaries, twosubsidiaries for
pursuing renewable projects
and one for mine planning and
design.

Although the ministry has
been asking the coal miner fora
long time to initiate the listing
of BCCL and CMPDI, the com-
pany has so far remained tight-
lipped on the issue.

The CMD told shareholders
that CIL was committed to
increasing its supplies and pro-
duction of coal to ensure that
the country got power at “just
prices”. But he hinted thata price
increase was necessary, since all

A
Coal India CMD
Pramod Agrawal

ROAD AHEAD

W Apart of BCCl's
and CMPDI's shares
may get listed, and
approvals are being
obtained for this,
Coal India's CMD said
at the miner's AGM

M Coal Indiahasa
total of 10 subsidiaries
— seven mining
subsidiaries, two for
pursuing renewable
projects and one for
mine planning and
design

B The CMD said that
coal would continue
to remain the
mainstay fuel for
electricity generation

input costs of producing coal
were going up.

“At a time when interna-
tional coal prices are much
higher, Coal India continues to
supply itscoal to the Indian con-
sumers at highly competitive

prices. There has been no price
increaseover the last fouryears,”
Agrawal said. “The prices of
diesel and explosives have gone
up and wage revisions are
underway,”he added.

Agrawal lauded the govern-
ment for its renewable initia-
tives but told the shareholders
that coal would continue to
remain the mainstay fuel for
clectricitygeneration, given the
current pattern of coal usage in
the country.

ClIl, he said, has been meet-
ing 80% of the country’s dry
fuel requirement for electricity
generation. Of the country's
power output of 1,490 billion
unitsin FY22,coal-based gener-
ation accounted for around
70%.

Chances of renewables dis-
placing coal in the near future
are nil, he said, but added that
CiL hasalready forayed into the
renewables business. While the
company was considering solar
projects in a big way, pre-feasi-
bility studies have been done
during the year to set up inte-
grated coal-to-chemical (C2C)
plants utilising low-ash coal. The
tendering process for the C2C
plant was on. These plants are
proposed to be located near
mine heads of ECL, SECL and
WCL to produce methanol,
ammoenia and ammonium
nitrate, respectively.

CIL has plans to opera-
tonalise 14 mines through the
engagementof minedeveloper-
cum-operators (MDOs), having
aproposed capacity of 165.58
million tonne perannum,
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Mulls price hike
due to steady rise
in input costs

OURBUREAU
Kolkata, August 30
Coal India Ltd (CIL) is likely to
step up its capex in 202324 to
ramp up production and evacu-
ation infrastructure. The State-
owned miner, which accounts
for nearly 80 per cent of the
country’s total coal output, is
mulling a price hike due to
steady rise in input cost.
According  to  Pramod
Agrawal, Chairman and Man-
aging Director, CIL, the com-
pany has been increasing its
capex on a year-on-year basis
since FY20 to strengthen its
evacuation infrastructure by
way of first-mile connectivity
projects. CIL had spent close to
36,600 crore on capex in 2019-
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Coal India scales up capex toX16,500 crin FY23

20. This jumped by more than
100 per cent to 13,500 crore in
FY21 and was further scaled up
to 15,400 crore in FY22. The
company has earmarked a
capex of close to 16,500 crore
this fiscal.

“To increase production and
evacuation infrastructure we
need to invest money. The capex
will be much more in the next
financial year primarily for first-
mile connectivity projects,”
Agrawal said responding to
shareholders’ queries at the 48
annual general meeting virtu-
allyon Tuesday.

For quicker and quality load-
ing of coal having environ-
mental friendly benefits, CIL
hasidentified 44 projectsunder
‘First Mile Connectivity Pro-
jects’, to be implemented in two
phases.

In the first phase, of the
planned 35 FMCprojects of 414.5

°*

Pramod Agrawal, CMD, CIL

million tonnes (mt) capacity,
three projects of 52 mt capacity
have been commissioned dur-
ingFY22and three projects were
commissioned earlier making
itatotal of six FMC projects of 82
mt capacity in operation. In the
second phase, of the nine FMC
projects of 57 mt, work has been
awarded for three projects of 14
mtcapacity in FY22.

Pricerise
CIL, Agrawal said, has not raised
prices of the dry fuel in the last

fouryearstoensureits supplyat
competitive prices to con-
sumers compared with the in-
ternational market amid a rise
ininputcost.

However, prices of diesel and
explosives have gone up and
wage negotiations werealsoun-
derway, he said, hinting at the
possibility of a price rise.

With a clear emphasis on in-
creasing production, CILand its
subsidiary company boards
have approved 16 mining pro-
jects in FY22 having a sanc-
tioned capacity of 99.84 mt a
year. These projects will start
contributing in the ensuing
years.

As many as five mining pro-
jects having a capacity of 12.60
mt a year have been completed
during FY22.

The company has devised a
transformational plan for oper-
ationalising 14 mines through

engagement of Mine Developer
cum Operators (MDO), havinga
proposed capacity of 165.58 mt
per annum. These mines would
contribute in sizeable quantit-
ies towards production in the
comingyears, hesaid.

C2Cplantin Odisha
CoalIndiais planning tosetupa
coal-to-chemical (C2C) plant
utilising high ash coal to pro-
duce ammonium nitrate at Ma-
hanadi Coalfields Ltd (MCL) in
Odisha. Ammonium nitrate is
an important component in
manufacturing of explosives,
extensively used in the CIL
mines.

According to Agrawal, the
C2C plant would help cater to
the requirement of coal produ-
cing subsidiaries. Price of ex-
plosives, one of the key input
material forexcavating coal, has
gone up substantially, he said.
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Coal India setting up 10

washeries

Steel lnsights Bureas

wal India (CIL) is sering up 10
new coal washerics including: 3 in
Bharat Coking Coal Ltd having
wial capacity of 7 mtpa, 6 coking coal
washeries in Centml Coalfields Lid with
total capacity of 18 mtpa and another non-
coking coal washery as Ib Valley, Lakhanpur
in Mahanadi Coalficlds Ltd, which is under
advanced state expected to be up this year,
CIL is p ly operating 14 washe:
with toral washing capacity of 30 mipa
including Madhuband (5 mrpa)  which
became aperatianal in July.
These were disclased in the recently
relessed annual reparr of Coal India.
Tenders for setting up coking cosl
washery of capacity 3 mepa on Build-Own-
Operate (BOO) concepe at Rajrapps within
Central Coalfields Led and for 1om of

Coking Coal Mission to meet
domestic demand

The government has kunched the Cokang
Coal Mission to meet the demaned for
domestic coking coul, Coal Minaster Pralhad
Joshi recently told the Lok Sabha.

Under this mission, 12 coking coal
washeries are being  construceed  having
capacity of 30 mtpa,

He said the government has taken steps
1o explore new coking coal blocks, auction of
new coking coal mines, enhance raw coking
coal production, and enhance coking ooal
washing capacity,

CIL bas undertaken constant efforts 1o
enhance coking conl production by capacity
addition of existing coking coal praducing
mines and by opening new coldng coal
blocks, minister Joshi sad,

According to Natioal Steel Policy 217,

existing Madhuban coking coal washery of
25 mtpa capacity at Bharat Coking Coal's
Dhanbad  district on - Revovate-Operate-
Maintain  (ROM) model were  recently
Hoared,

o achieve steel muking capacity of 300
million tons {including 180 mtpa throagh
Blast Fumnace route) by 2030, 170 me coling
coal will be required by 2030,

Under Mission Coking  Coal, the

government has set a trget of preduction
of 105-mt production by CIL and 35 mt by
m[’l PvtonJ 3 Halali
140 mt by 2060

According to the Coal Ministry, CIL has
also taken the following steps to increase the
vutput/production of domestic raw coking
coal:

¢ Consant cfforts to enhance coking
coal production by capacity addition of
existing coking coal producing mines and
by opening new coking coal blocks.

® Mass production technology has been
introduced 1n coking coal prodocng UG
mines of CIL to enhance the taw coking
coal production.

¢ Offering of coking coal blocks for
proxluction 1o private sector (including
some discontinued mines) on revenue
sharing basis through MDO route.

v of

Steps to encourage indigenous
clean coal tech
The governmsent has taken following, steps
10 introduce cean coul technologies in Coul
sector to cantribute in future energy socurity
of the country

The government hos lasnched coal
gasification misson with u target to gasify
100 mt by 2030. Under this misson, surface
coal/lignite gasfication projects are being
constructed,

Coal Bed Methane gases from coal

28888 B 3B

ECL e oos R “oen R0 &S00
BOCL 000 234 1470 12n 3051 24858
coL 17188 15043 5168 47548 8546 f2.582
NCL 01x0 omo 12 15241 1224 115041
WG 0156 ol 5755 50054 108 s
SECL 0228 02% 142289 120326 142518 150505
MCL 0o 002 was aml e 188003
NG 00 00% ons 0% 00 0006
o8 A6 38842 sTeca2 WIS 27634 506220

* It induces production trom Gare Palma 1W/2&3 OC for which Coal India Ltd. was anpointed akin 1o

2 Cesignated custodian (through SECL)
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Washed coking coal production Sector-wise dispatch of coal (in million tans)
Rt S mma men Cowowse
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mnz el e sew a5 B64% W 0860 21.08%
BOCL 1208 750 Skeer ) 238 608% 22 017 775%
oct 400 b Comert 635 335 275 445 410 2479%
o 1608 ha Fertfiss r 11 sar% 143 e 2%
) ) ) Ofers 17873 11515 s40m 1208 528 <3
beating areas arc being produced while the oy 74000 6257 5% 57380 8697 1551%
s abo ing on ‘Coal o
H) dmgv:n Mi Pawer house ndude ez uncer special forward e-suction 1o Power.

All these cffom will contribute in future
energy security of the country, the Coal
Ministry has said.

Under "™Make in  India' mission,
government is making all efforts 1o encourage
to develop indigenous clean coal technalagics
in the country, the ministry said,

Projects coal production of 840 mt
in FY24

CIL has projected coal production of 840
mt for FY24, according to Coal Minister
Pralhad Joshi.

To increase predoction through  the
Mine Developer and Operator  (MDO)
medel, CIL has identified 15 projects 1o
raise production duough the mining having
combined capacity of 168.6 mtpa of which
& MDO projects have already been awarded
with capacity of 96.74 mtpa.

Capacity addition of 289 mtpa is being
done through approval of new and expansion
PRs.

Advanced  Technologies  like  surface
miners, cte. for open cast nuning and
Power supported Longwall (PSLW). High
wall Mining, continuous miner ete. for
under ground mines are being deployed tor
efficiency and higher production of coal.

CIL has wuken steps to  upgrade

hanised coal won and loadi
system through CHI’/Snlo under “Firss Mn!e
Cnnnemm_\ projects.

This will facilitate faster evacuation of
coal, the ministry said.

In order to ramp up domestic production
of coal, several steps have been taken of
which the major steps are as under:
¢ To increase production through MDO

model, CIL has identified 15 MDO

Despateh of wasned coking coal & raw coong coal to steel
** A quantity of 0.142 mt of coal has been sold through e-auction as per Mo guidalings from

Talabira mines and the same has boen included

projects having combired capacicy of
168.6 mipa.
Capacity addition through  greenfield

Power supported  Longwall (PSIW),
High wall Mining, continuous miner
ete. for Under Ground mines are being

and brownfield in CIL. Capacity
addition of 289 mrpa is being done
through approval of new and expansion
PRs.

Advanced  technologics  like  surfuce
miners, efc. for open cist mining and

State-wise dispatch of raw coking
coal by Coal India till June (in
miltion tans)
Assam
Bhar
Chattegarh 0126 .00
Oen 0.0 o7
Gurat o0 200
Harysna 263 aeR
Jrankhand 1777 5975
Madhya Fradesh Q151 0.026
Maharasha ook oo
Punad 1323 ore
Temil Nedu o oo
Ultar Pradaeh 5120 215
West Bengal 14.578 2975
Nagaan 00 0000
Grand Total a7 13650

deploved tor efficiency and  higher

pm&ucnon of coal.

¢ CIL has maken steps 10 upgrade
mechanised  coul  transportation  and
leading system through CHP/Silo under
“First Mile Coancctivity’ Projects. This
will facilitate faster evacuation of coal,

Production of raw coal in Odisha was
185.07 mr in FY22.

Green nod For 10 expansion
projects

Clls 10 coal mining projects  have
eovironmental cleasunces w0 for their
expansion which would lead to additional
capacity of 9.65 mt, Cou! Minister Pralhad
Joshi Iy told the Parls

The government had carlier cased the
norms for coal mine expansion in the wake of
supply crunch in summer months.

Joshi said of the 10 projeces of CIL, 3 are
in Odisha, 2 cach are in Mahasashtra and
Madhya Pradesh, Uttar Pradesh and 1 in
Chhattisgarh,

While in 5 coal mining expansion
projects, envitonment clearances was given
in May, in the remaining five cases the nod
was given in July.

While granting clearances to  these
projects, which are falling within  and
oumdc the x-udv polluted area, additsonal

f.‘ 1 h"m - P |
as part of the condition, Joshi aid, »
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£k What makes coal
‘apreferredenergy gm
fuelinIndiaisits
abundance, availability
and affordability

Pramod Agrawal,
CMD, Coal India
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