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-auctions to benefit CIL

The company produced 703 million tonnes of coal in FY23, up 13% from a year earlier

upval ibvemint com

auctions hold out prom
ise for Coal India Ltd in
the year abead even as
- the state-run miner Hkedy
auctioned 60 million
tonnes of coal online in FY23, analysts
tracking the sector said.

The company produced 70:5.2 mil-
lion tonnes of coal In FY23, up 12.9%
from a year earlier, and crossing i1s 700
mt target, Offtake during the year was
694.7 mt, up 5% from 2021-22. Coal
India sells most ofits produce under fuel
supply agreements (FSAs) with power
producers. It sells some produce inopen
markets, but what's more profitable is
cauctions, where itsells about /S of its
volumes. Since output and sales are
expected to rise further in FY24, the
eanction volumes are likely to remain
supportive of profitability.

Analysts at Motilal Oswal Financial
Services said: “Though the e-auction
premiums have cooled off from their
highs, they were adequately compen
sated by highervolumes for e-auctions.
Weexpect Coal India to register better
sequential performance in 4Q with
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almost similar levels of premium.”

India’s rising volumes may make up for
the declining international coal prices.
F-anction premiums will also depend
on power demund, analvsts sild
Elara Securities analyst Rupesh

E-auction premivms refer to the ml&'ﬁ”"ﬁ? IT sells some
|lﬂ‘ﬂ' fetched by lh.n- companyabove i o ";" g::mke(:, Jicom
the notified prices; however, premi asreemwtsw‘ ,',h e-auctions are
ums have fallenwithdeclininginter-  power producers mere profitable

Coal Bhawan

Coal India Ltd., Rajachat, Kolkata

In an attempt 1o meet peak power demand during summer months, the government has allowed higher coal mports.

supportive of e-auction premiums. Peak
demand is expected toreach 225 GW.

o an attempt 1o meet peak power
demand during summer months, the
government has allowed higher coal

et

N

ticdemand, itmay not have a significant
impact on the c-auction premiums or
demand. Therefore, analysts have main

tined apositiveview on theearningsol’
Coal India, Outlook for Coal India’s pro-
duction is also improving, and its
overburden removal ©OBR) reached
10L4% of the target. The removal ol

%'5"'2';“8 =y W‘tg?)“ ;WEOL'S sollind stone isknown s Over Bur-

i "'l . r'°d sl den Removal (OBR). The Increase in
:5:,0,:;%”, coa.l‘ 3&‘:‘* and'd-::% OBRremoval isto make future coal
prices of the target cxcavation casier and improvesthe

volume outlook for the company

national coal prices. Premmium hard
cokingcoalisdownaround K% from
the previous month to around §351 & |
tonne, onthe back of easing Australian |
coul supply, which was disrupted due to
climatic conditions and logistics bottle
necks, wnalysts said. However, Coal

Sankhe said e-auction premiums have
comedown with the decline ininterna-
tional prices. However, power demand
scurrently at round 185 GW, and once
it rises past 200- 210 GW, it may remain

imports and asked power plants using
imported coal to run at full capacity. Port
operatorsare also expecting significant
rise in coal imports, Analysts said while
imports meay esse the pressureon domes-

Langeting 7RO MT conl prochaction in
FY25. Thegrowth was 2L6% over asimi-
ke pertod of FY22 and the 294 million
cubicmetersvolume expansionin asin-
gle yearisthe highest everincrease, Coal
Indiasaid.
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Coal India pitches for price increase

—
Richa Mishra
Shobha Roy
Kolkata, Hyderabad

To sustain the business mo-
mentum while addressing
the inflationary challenges,
Coal India Ltd, hopes to in-
crease the feedstock price
and is trying to build con-
sensus among its
stakeholders.

Though the quantum of
increase has not been spelt
out, the coal miner will be
more comfortable with an
increase similar to what it
had in 2018, which was
about 10 per cent.

TRIGGER
A price rise is important not
just for maintaining profit-
ability but to ensure ad-
equate supplies are available
to meet the country’s coal
demand, according to com-
pany officials .

“The international price

*

Pramod Agrawal, Chairman,
Coal india

is not the trigger, as it is very
steep — four to five times
higher than our price. What
we are looking at is some
price increase so that we are
adequately compensated for
whatever inflation has taken
place since the last increase
in January 2018,” Coal India
Chairman Pramod Agrawal
told businessline.

Coal India, has been high-
lighting the need for a price
hike so as to adequately

compensate for inflation
leading to a cost push, espe-
cially on diesel and explos-
ives, and a higher wage
costs.

CIL has registered a
nearly 69 per cent rise in net
profit for the quarter ended
December 31, 2022, on the
back of higher realisations,
particularly from sales un-
der the e-auction platform.
This profit came on the back
of a higher add-on over the
notified price in the e-auc-
tion sale of 14.65 million
tonnes (mt) of coal during
the quarter under review.

‘SUBSIDIARIES SUFFER’
“When we say CIL is in
profit, we mean that some of
the subsidiaries are in profit.
But there are three subsidi-
aries that will sufferif a price
increase does not take place.
They may not have adequate
capital to invest and they
may get into red,” Agrawal
said.

Three of its subsidiaries,
namely Eastern Coalfields
Ltd (ECL), Bharat Coking
Coal Ltd (BCCL), and West-
ern Coalfields Ltd (WCL),
may particularly feel the fin-
ancial pinch.

A number of projects
were not sanctioned be-
cause the companies were
not getting the required re-
turn on capital based on the
calculations based on the
current coal prices.

There are certain areas,
especially in ECL, where
good-quality coal is avail-
able. And that quality of coal
may have to be imported if
the price increase does not
take place, as then it cannot
extract the coal.

“So for increasing and sta-
bilising production, we need
a price rise. There can be lot
of profit in MCL, NCL and
other companies but we can-
not transfer money from
one company to another,” he
said.
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‘Will put more coal under e-auction only after meeting supply commitment’

bl.interview

Shobha Roy
Richa Mishra
KolataHyderabad

Having ramped up
production to 700 million
tonnes (mt) in FY23 and
with a targeted production
of close 1o 780 mt in FY24,
Coal India Ltd aims to
meet 1-billion-tonne
output by FY26 and has
devised a transformational

production and ramping up
e-auction sales, Excerpts:

The Coal Ministry has
fixed an ambitious
production target of
1.31 billion tonnes by
FY25 and 1.5 billion
tonnes by FY30. Do
you think this is
achievable?

With the output from
independent power plants
showing upward growth
and commercial miners
poised to start

plan for operationalising 15
mines by engaging
independent mine
developer-cum- operators
for the purpose. The 15
mines have a proposed
capacity of 168.6 mt per
annum.

In an interaction with
businesstine, Pramod
Agrawal, Chairman, Coal
India Ltd, said with

ot

v of

cont ing, the
production  shall ~ surely
witness an upsurge. On its
part, CIL is aiming to meet
the 1-billion-tonne output
by FY26 depending on how
the coal demand pans out.
We  have devised a
transformational plan for
operationalising 15 mines
through engagement of
mine

q Y
stocks, he is confident
there is not likely to be a
crisis in the power sector
due to coal shortage during
the coming summer
months, like the one the
country had witnessed last
year.

Moving forward, the
State-owned miner would
consider putting more coal
under e-auction after
fulfilling its fuel supply
commitments and satiating
the power sector demand.
Agrawal also spoke about
the revival of underground
mining to enhance

7 P ¢
(MDOs), having proposed
capacity of 1686 mt
annually. These mincs
would  contribute  in
sizeable quantities in the
coming years once they

28

For the revival of
underground mining,
we have identified 30
discontinued mines
having estimated
mineable reserves of
around 600 mt

PRAMOD AGRAWAL,
Chairman, Coal India Ltd

that, 36 mining projects
having a  sanctioned
capacity of 333 mt per
annum have been cleared.
Production starts building
up from these projects in
the coming years.

We have breached the
700-mt target in this fiscal
year and have set a
production target of 780 mt
for FY24. Going forward
depending on the coal
demand, we are aiming at
840 mt by FY25.

There are talks of
restarting mines that

reserves of around 600 mt
for reopening. They are
being pursued under two

tranches. In  the first
tranche, tenders have been
floated for reviving 20
mines having mineable
reserves of about 380 mt of
which 200 mt is coking coal
variety. Response has been
received for 11 mines, We
have issued Letter of
Acceptance for nine mines.
Under the second tranche,
tenders have been floated
for eight out of 10 mines.

Though CIL has been

become fully operational to  have been shut down maintaining that there
their peak rated capaci or had di inued are adeq coal

We have already issued production by roping stocks, given the
Letter of Acceptance for  in private companies prediction of a very
nine such MDOSs. As many ona haring hot again this
asthree of the projects have  model. What is CIL's year, do you foresee a
started mining operations  plans on this front? crisis in the power

and 16 mining projects
having a sanctioned annual
capacity of around 100 mt
have been approved in
FY22. Ina year preceding to

For the revival of
underground mining, we
have identified 30

discontinued mines having
estimated mineable

sector like the one we
witnessed last year?

(I do not foresee) crisis in
the power sector... the crisis
(if any) will not be because

of shortage of coal because
there is already stock of 34
mt domestic coal at power
plants, besides 15 mt coal
which is in the pipeline or
in transit, there is adequate
stock at CIL that is 70 mr,
there is adequate stock at
captive power plants and at
Singareni Coal. So, shortage
of coal should not be the
reason. There can be other

Teasons....
We have achieved 700 mt
target (production)..much
more than what one would
have expected. We have
given them (power sector)
585 mt of coal, initially they
were asking us 565 mt.

How is the mechanism
of single e-auction
shaping up? Has it
helped ensure steady
supply and are you
able to sell at market
linked prices?

Started in a few projects
initially, now the single
window  e-auction s
streamlined and shaped up
well

Unified auction provides
level playing field for all the
sectors of the economy. In a
single-window mode
agnostic auction, the price
is discovered on grade-wise
basis rather than on
source-wise and mode-wise
price. Customers have the
option of choosing their
preferred
transport.

Mode agnostic auction
provides uniformity of bid

mode of

price,  irrespective  of
consuming sector and mode
of supply. It also helps
discover market driven
price,

The volume of sale on
e-auction window is
still a small part of
your overall sales, a
majority of which

volume sales on
e-auction platform
increasing in the days
to come?

‘We would consider putting
more coal under e-auction
only after fulfilling our fuel
supply commitments and
mriam:ig the power sector
demand.

With increased
production, we will drive up
our supplies to power
plants in meeting their
demand. CIL has the option
of placing up to 20 per cent
of its total production
under  the  e-auction
hammer. However, that
would be only after meeting
our FSAs first.

Though c-auction sales
fetch higher add-on over
the notified prices, we are
more concerned about
meeting the committed
supplies. In the last quarter
of FY23, CIL booked nearly
16 mt in e-auctions which is
one mt more than the
previous quarter. With
more auctions lined up,
coal booking will go even
higher.
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CIL to raise supply to
power units by 4% to
610 MTin FY24

MITHUN DASGUSTA
Kolkats, Aped &

Increase this fiscal state-
owned Coal India (CEL) i bope-
ful of mcroaning mipphes to the

vector by 4% yrar-on-
year 1o 610 million tonoe te
meet the demand of coal fired

The 610-MT tanget is 13.4
MY move of 4% highet than
the recond ever 586.6 MY that
(&8 i

IncTeEases keaddy.

Even after compensating
for uz.:nnhmmn demand
wange the thermad power
planta,coal access itvbicy to NRS
would be mwch better i FY 24
than a year ago.

Coal India’s wipply to NRS
In FY 23 was 108 MT,

According (o the comguny,
the domiestx coal avadable in
the systom as of Apeil 1, 2023
was arosand 125 MY, the high-
est, barring the Covid year of
21019-20, wheon the demand

b 4 This tmcludes 69,6

1723, the coul miner said in 2
stock cxchange filing on
Wednenday

The company™s appor-
toned quantey accounts foe a
Bttle over 74% of the osti-
mated coal requirement of
domnestic coul-hased plasty
Guriog the yoar, which Is 821
MY, In the wake of Sorecas that
a het summer may push up
coal demand, the comgany
grating Ioselfl to meet the
requirement on the back of
adequate conl stocks at it pit
Beads andd Incrvased produc-
tion in the fiest quarter of

“With increasing peoduc
ton and adoguate cos stock of
€9 MThat ot pitheads we aim
0 meet the target
with our best shot and satiate
the demand.” sald 3 senkor
exscutive of the coen; S

“With Large tracts of ever
burden  already removed,
expasing the coal seam, ramg
lng up production shsoald not
be a problom,” the executive
added

CIL production and off-
take for this fiscal s
at THO MT With 610 MY owt of
this expected 50 moet the
power sector's demusd, the
avadiability of coal for the non
mwgulated sector  (NRS)

MY at CIL's pitheads, 34.6 MT
ot thermal power planty, 13,7
MY at goods shods, washeries,
capitive mines and poets put
together acound 3 MY in tran-
Mt and 4.5 MT at Simgareni
Collierien.

Domestic coal based elec-
ey grmeration o FY2 S wi-
nessed & 10W yoy growth
whers the bulk of supplics, ta
e tune of arcund S0%, wer
theough Coal Indla sources,

"We do act foresoe 4 situ
ationwhere the power genee-
stion will be Interrupeed for
want of coal” the executive
sdded. CIl's supplies to
power sector hit an all-time
high of 586.6 MTs ending
FY13, topping the target of
565 MTy by 216 MTw.
Increase in volume termn
over kst fiscal was 46,2 MTs.

Neotably, according tw
CareFdge Ratings, after grow
Ing at 6.4% In ¥Y 15, the peak
power depmand is expected to
Iscrease by 6% in FY24,
“While the base deficit may
remain near 0.5% for FY 14,
the peak defictt s expected to
remain elevated " the rating
agency said in a recent note
on thermal power.  After
spiking at 4% in FY23,
Carefdge Ratings prodicts it
willl be abowve 1% m FY24
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Coal will not be the weak link in
power generation this year: CIL

Shobha Roy
Kolkata

Coal India Ltd (CIL) plans to
step up supplies to the power
sector by nearly 23.4 million
tonnes (mt) in 2023-24, in the
wake of reports of a surge in
power demand expected dur-
ing summer.

CIUs supply to the power
sector in FY24 is targetted at
610 mt, up four per cent on the
record 586.6 mt supplied in
FY23, against a target of 565
mt set for the year. The appor-
tioned quantity accounts fora
little over 74 per cent of the es-
timated requirement of do-
mestic coal-based plants at
821 mt during the year.

CIL is gearing up to meet
therequirementontheback of
adequate coal stocks at pit-
heads and increased produc-
tion in the first quarter of
FY24.

“With increasing produc-

Miner will supply
610 mt of coal to
the power sector,
about 74 per cent
of the 821 mt
domestic coal-based
units need

tion and adequate coal stocks
of 69 mt at our pitheads, we
aim to meet the projected tar-
get,”asenior company official
said ina press statement.

“With large tracts of over-
burden already removed, ex-
posing the coal seam, ramping
up production should not be a
problem,” he added.

Domestic coal-based elec-
tricity generation in FY23 wit-
nessed 10 per cent y-0-y
growth, with 80 per cent of
supplies through CIL sources.

Domestic coal available in
thesystemasof April 1, 2023 is
around 125 mt, the highest,

barring the Covid year of
2019-20, when demand
plummeted. This includes
69.6 mt at CILs pitheads, 34.6
mt at thermal power plants,
13.7 mt at goods sheds, wash-
eries, captive mines and ports
put together, around 3 mt in
transit and 4.5 mt at Singareni
Collieries Company Ltd.

“We do not foresee a situ-
ation where power generation
will be interrupted for want of
coal,” the executive said.

CIl’s production and off-
take for 2023-24 is ed at
780 mt. With 610 mt of this set
aside to meet the power sec-
tor’s demand, availability for
the non-regulated sector
(NRS) increases sizably. Even
after compensating for any
unforeseen demand surge
from the thermal power
plants, coal availability for
NRS would be much better in
FY24 than a year ago. CIL’s
supplyto NRSin FY23 was 108
mt.
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