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2.3 State-wise

COALNOMICS

State

Total (Million Tonnes)

% Share

1. Introduction

Jharkhand

80,356

27.38%

Globally, coal resources have been estimated at over 861
billion tonnes. While India accounts for 286 billion tonnes of
coal (as on 31st March 2011), other countries with major chunk
of coal resources are USA, China, Australia, Indonesia, South
Africa and Mozambique. Coal meets around 30.3% of the
global primary energy needs and generates 42% of the World’s
electricity. India has the fifth largest coal reserves in the world.
Of the total reserves nearly 88% are non-coking coal reserves.
While tertiary coals reserves account for a meagre 0.5% and
the balance is coking coal. The Indian coal is characterized by
its high ash content (45%) and low sulphur content. The power
sector is the largest consumer of coal of about 70% followed by
the iron and steel and cement segments.

Orissa

71,447

24.34%

Chhattisgarh

50,846

17.32%

West Bengal

30,616

10.43%

Madhya Pradesh

24,376

8.31%

Andhra Pradesh

22,155

7.55%

Maharashtra

10,882

3.71%

Uttar Pradesh

1,062

0.36%

Meghalaya

576

0.20%

Assam

511

0.17%

Nagaland

315

0.11%

Bihar

160

0.05%

Sikkim

101

0.03%

2. Status of Coal Resources in India

Arunachal Pradesh

90

0.03%

Coal is India’s most important source of energy, and it is likely
to remain so for the foreseeable future. As a result of
exploration carried out up to the maximum depth of 1200m by
the GSI, CMPDI, SCCL and MECL etc, a cumulative total of
2,93,497 Million Tonnes of Geological Resources of Coal have
so far been estimated in the country. The details of formationwise and state-wise & category wise geological resources of
coal (as on 01/04/2012) are given as under:

Assam

3

0.00%

2.1 Formation-wise
Geological Resources of Coal (In Million Tonnes)
Formation

Proved

Indicated

Inferred

Total

Gondwana Coals

117551

142069.51

32383.99

292004.5

Tertiary Coals

593.81

99.34

799.49

1492.64

Total

118144.8

142168085

33183.49

293497.2

Source: Geological Survey of India

2.2 Category Wise
Type of Coal
Coking
Non-Coking

Total (Million Tonnes)
33688.73
258315.78

Tertiary Coal

1492.64

Grand Total

293497.15
Source: Geological Survey of India
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Total

2,93,497
Source: Geological Survey of India

More exploration are being carried out on the same lines & the
total fund requirement of Preliminary/Regional, Promotional
and Detailed Exploration in different coal, lignite, CBM and
shale gas prospects for XII Plan has been estimated at Rs.
4,507.88 crores. Given India’s over-dependence on coal such
explorations are necessary so to ensure availability of more
explored coal blocks for mining by private and public sector &
for framing the future policy accordingly. Also a comprehensive
study to classify country’s coal resources as per international
standards such as JORC / UNFCC should be taken up.

2.4 Current Status
The Government of India’s measures to boost coal production
and supply have shown a positive impact during the first 10
months of the current financial year. Overall performance of
the Coal Sector in India during the said duration has improved
significantly. CIL, SCCL and NLC have registered positive
growth.
During the period, Coal India Ltd (CIL) has registered a growth
of 8% in supply and 5.8 % in coal production over the
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corresponding period of the previous year. During these 10
months 380 million tonnes of coal was supplied by CIL,
whereas last year it was 351 million tonnes. Similarly, coal
production during the period increased to 355.31 million
tonnes from 335.89 million tonnes of the corresponding period
of previous financial year.
During January 2013, CIL produced 46.42 million tonnes of
Coal as compared to 44.6 million tonnes in January 2012,
marking thereby a growth of about 4%. The average daily rake
loading in Jan. 2013 by CIL was 210 rakes as against 185 rakes
in Jan. 2012. It is pertinent to mention that coal supplies to
NTPC, the single largest power generator in the country, has
been 107.5 MTs against a target of 102.5 MTs (105%
achievement) with a growth rate of 16.4% over the same period
last year.

Though a CAGR of 4.35% has been achieved in the XI plan but
it is not in par with the demand, one major reason is that
though as per the original XI Plan document, in the TY of XI
Plan, coal production from captive coal blocks was envisaged at
104.08 Mt (with a plan period growth of 86.46 Mt at a CAGR of
42.66 %), but at the end of the XI Plan, in 2011-12, only 41.98
Mt has come from captive blocks, this anomaly needs to be
corrected if the demand is to be met.
Figure: Category-Wise Coal Production Trend

Growth Rate %
Coal Production
Coal Off take
Dispatch to Power Sector
Dispatch to NTPC

5.80 %
8.01%
10.83%
16.36%

CIL is fully geared up to meet its annual target of 470 million
tonnes of coal supplies (8.5% annual growth) including 347
million tonnes (11.2% annual growth) to the Power Sector
during the financial year. This will be highest ever annual
growth achieved by CIL in its history.
The Singareni Collieries Company Ltd (SCCL) produced 42.64
million tonnes of coal during April 2012 to January 2013,
whereas last year it produced 41.03 million tonnes, there by
registering a growth of 3.9 % over last year.
The Neyveli Lignite Corporation (NLC) produced 20.92 million
tonnes of Lignite in current financial year, till January, as
compared to 19.7 million tonnes of corresponding period of
previous year, marking a growth of 6.15%. The company
produced 2.4 million tonnes of Lignite in January 2013
compared to 2.22 million tonnes during January 2012,
marking a growth of 8.3% on a year on year basis.2
The following table gives Actual coal production and the
Compound annual growth rate (CAGR) during the starting and
terminal years of two previous five year plans giving a detailed
view of the progress of coal production in India.
Figure: Detailed View of the Progress of Coal Production in
India (in Million Tonnes)
Coal Producers
CIL

Actual production during
X plan
2002-03
2006-07
290.69
360.91

Actual production during XI
plan
2007-08
2011-12
379.46
435.83

SCCL
Other PSUs

33.23
1.51

37.71
1.77

40.60
2.11

52.21
2.71

Total PSUs

325.43

400.39

422.17

490.75

Tata Steel & Captive
Blocks
Meghalaya

11.44

24.65

28.38

41.98

4.40

5.79

6.54

7.21

Total Others

15.84

30.44

34.92

49.19

ALL INDIA
UG
OC
Total
Coking

341.27
63.16
278.11
341.27
30.19

430.83
57.75
373.08
430.83
32.08

457.08
58.90
398.18
457.08
34.46

539.94
51.83
488.11
539.94
51.65

Non-Coking

311.08

398.75

422.63

488.29

TOTAL

341.27

430.83

457.08

539.94

CAGR 5.6% in X Plan
period

2

CAGR 4.35% in XI Plan
period

Source: Coal India Limited

Here, Non-coking Coal assumes significance because it is
majorly used in production of Power and its growing trend
shows the commendable work done by CIL and other
companies in trying to meet India’s growing coal demand and
also the increase trend in coking coal production is crucial
given the use of coking coal in priority sectors driving the
economy.

3. Interdependence of Indian Economy on Coal
India’s power requirement over the years has largely been
dominated by coal based generation, with 57% of the current
211 GW of installed capacity being coal based power plants,
accounting for over 80% of the total units generated in the
country. However, more stringent rules and norms brought
about recently by the MoEF over award of coal blocks have left
many developers devoid of coal linkages. Even state Gencos
are repeatedly under pressure due to lack of adequate and
timely supply of fuel.
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Figure: Installed Generation Capacity (As on 31-01-13)

In overall terms the gap in 2016-17 between the projected
demand of 980.50 Mt and the projected domestic
availability of 715.0 Mt works out to 265.5 Mt. This
comprises of 35.50 Mt of coking coal and 230.0 Mt of
thermal coal. This quantity of coal would be in addition to
54 MT coal likely to be imported by Thermal Power Stations
designed on imported coal. This shortage will have to be
met through import of coal. However, such a huge quantity
of imported coal for blending may not be feasible as in the
existing boilers maximum 15% of blending of imported
coal is possible and hence the only possible solution is to
increase the production of domestic coal by having a
complete overhaul of the coal sector.

4. Recent developments in India’s coal
landscape
Source: Central Electricity Authority.

Securing fuel from imported coal market is becoming
increasingly costly and uncertain. The recent changes in
international markets, most notably among these being the
enactment of the new mining law in Indonesia, has significantly
impacted the cost of imported coal for Indian companies, many
of which were relying on supply of coal from this south-east
Asian nation.
Both Krishnapatnam and Mundra UMPPs expressed their
concern over rising cost of imported coal, which would make
the projects unviable at the tariffs quoted by them. This has
been aggravated by the fact that changes in international law
and regulations are not currently covered under change in law
in Indian Power Purchase contracts.3
The Eleventh Five Year Plan had envisaged a coal demand of
731.10Mt in the terminal year (2011-12), which was revised
downward to 713.24Mt during Mid-Term Appraisal of the Plan
(MTA) and further moderated to 696.03 Mt in the Annual Plan
2011-12. While, the Twelfth five year plan projects a coal
demand off 980.5 Mt in the terminal year (2016-17), the coal
production is envisaged to reach 715.0 Mt in 2016-17 against
the production of 539.94Mt in the TY of XI Plan in 2011-12
implying a CAGR of 5.08 %. This production is achievable only
if the requisite clearances are processed in fast-tracked route
and delivered within the specified time schedule. The issues
affecting land acquisition, R&R, law and order and evacuation
infrastructure will also have to be addressed in a time bound
manner.
Figure: Coal Demand Vs Availability from Indigenous Sources
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The Indian economy has become a dynamic one after
liberalisation, privatisation & globalisation of 1991 and now
goes hand in hand with the fluctuations around the globe. With
the coal sector going through similar ups-&-downs it has
become imperative to study & follow the developments in the
sector on a regular basis. The following points highlight the key
developments in India’s coal landscape in the past one year.
The Indian Union Budget 2013 has introduced the following:
1. Public Private Partnership framework for Coal India
Limited.
2. Introduction of customs duty of 2% on import of steam
coal.
3. Increase in Countervailing Duty on import of steam coal
from 1% to 2%.
4. Cut in customs duty on import of bituminous coal to 2%.
5. Emphasis on blending domestic and imported coal and
marketing them through pooled pricing mechanism.
6. Extension of tax holiday for power generators under
section 80 IA for one year.
Though the country is grappling with coal deficit the
government still has increased the duties on steam coal
which will result in increase of per unit cost of power by
about 5-10 paise, which may be passed on to the
consumer through fuel adjustment mechanism &
ultimately there will be increase in regulatory assets of the
distribution companies.
7. For increased transparency in coal block allocation the
provisions of MMDR Act have been amended & new set of
rules have been framed for allocation new blocks through
competitive bidding.
8. Coal India Ltd has hoped to award contract for 10-15
mines in the fiscal 2013-14 under public private
partnership pact. Private sector must take care of
everything from land acquisition to safety norms.
9. Coal India in association with the ministry was modifying
the Mine Developers and Operators (MDOs) model to
award contracts to private contractors to boost coal
production.
10. The PPP model with Coal India Ltd (CIL) is likely to be a
turnkey approach in which a private sector approach is
taken to projects. These would be coal raising contracts of
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varying periods of up to 10 years delivering the coal on a
per tonne basis.
During XII Plan, CIL envisages taking up around 70
expansion/new projects beside around 50 XI Plan projects
spill-over.
Coal India board has approved the modified FSA without
price-pooling, for assured supply of 65 per cent through
domestic sources and 15 per cent from imports at cost plus
basis.
Coal imports during the period April-December, 2012
have crossed 100 million tonnes.
With coal supply scenario apparently improving, the focus
of electricity producers appears to have shifted to quality
and price.
NTPC recently came up with fresh demands on quality of
coal as a precondition to sign the Fuel Supply Agreement,
it wants supplies above a particular calorific value
representing the erstwhile ‘F’ grade.
The Ministry of Environment and Forests (MoEF) has issued
a circular preventing import of low-quality coal (below
5000 kcal GCV) for ultra mega power projects (UMPPs).
Interestingly, the circular also stipulated the sulphur and
ash content at 0.8 per cent and 12 per cent, respectively.
Recently, 14 blocks for power & three for mining have been
put on offer under government dispensation route, which
further increase transport requirement.
So far 195 coal blocks with geological reserves of about
44.23 billion tonnes have been allocated to eligible public
and private companies under the Coal Mines
(Nationalisation) Act, 1973.
Also, Coal India limited has invited Expression of Interest
(EoI) from investment bankers, owners/owner's
representatives for acquisition of coal assets abroad.
CIL has already started process for assessing the reserves
of its mines in Mozambique and has already invited bids
for taking up drilling at the blocks.
Two coal blocks - A1 and A2 - at Motaize, in Tete Province
of Mozambique, are spread over 200 sq km and their
exploration may take over two years, as per CIL.
According to research firm Oreteam, gap between Coal
India’s & imported coal’s price has narrowed down to 79%
from 100% a year ago.
In India, the price of imported coal was at Rs.5, 000 a
tonne (5,800 kilocalorie, Indonesian origin, landed in
New Mangalore port) in February. While, Coal India’s
discounted price, is Rs.2, 800 a tonne for 5,800-6,100
kilocalorie since January 2012.
Shrinking disparity promises to soften the impact on users
who will buy the fuel through coal price-pooling.

5. Imported Coal Scenario
The country’s coal production has increased from~431 MT in
2006-07 to ~554 MT* in 2011-12 (an increase of 28.5%). On
the other hand, the demand for coal has grown at a CAGR of
more than 7% in the last decade and has reached around 600
MT. The India Energy Book, 2012 pegs the country’s total
demand-supply gap (including coking coal) at about 98MT. Out
of this, India imports about 85 million tonne of coal.
Although India has the fifth largest reserves of coal in the world,
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it is not able to meet its domestic demand. Since FY 04, the
country’s coal import has grown at a CAGR of 15% (till 201011). During the same period the thermal coal import grew at a
CAGR of ~25%.
The choice between the supplies from domestic and imported
coal is mainly driven by timely availability of coal from domestic
sources, quality requirements and the economics of landed
cost of coal at the end-use plant.
Figure: International Coal Price Trend

Source: World Bank

India is mainly dependent on Indonesia and South Africa for
import of thermal coal and on Australia for coking coal.
However, the new regulatory scenarios in these countries are
reflective on the increasing coal prices. The coal import
scenario has drastically changed in recent times; while the
steep carbon tax in Australia at 30 per cent has made coal
imports unviable, Indonesia poses significant political and
legal risks in the form of the changing regulatory framework for
coal imports.

5.1 Domestic & Imported Coal Balance
Indian coal is traditionally high ash coal and of low calorific
value. Imported coking coal, mostly from Australia, was mainly
used in steel sector on quality consideration. On the other
hand, non-coking coal, mostly imported from South Africa and
Indonesia, is used in power sectors and cement sector also on
cost/ quality consideration.
If we see the recent scenario, coal imports during the period
April-December, 2012 have crossed 100 million tons. It is
estimated that imports will rise to 185 million tons in 2016-17.
Also in budget 2013, Companies like Adani, JSW and a host of
other coastal players who were importing higher quality coal
were being forced to pay an import duty of 6% while those
importing low quality coal were paying only a countervailing
duty of 1%. Following the clarification, taxes on both variety of
coal has been equalized and it will help the nation import
higher quality of coal at a uniform rate.
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Figure : Coal Overview of India (Metric Tons)
Year

Production

Imports

Exports

Consumption

2011

58,02,56,994

7,87,68,592

45,68,976

65,44,56,609

2010

55,49,39,125

5,80,81,699

45,62,976

60,10,83,886

2009

55,64,66,117

7,56,09,608

26,31,986

61,22,35,828

2008

51,56,84,328

6,08,83,685

29,92,984

58,10,70,990

2007

48,21,85,502

5,40,41,720

17,23,991

53,27,46,240

are Railways, Road, Merry-Go-Round Systems (MGR),
Conveyor Belts and the Multi Modal Rail-cum-Sea Route. The
share of these modes of transport in the total movement of coal
and coal product during FY 2011 has been approximately as
under:
Figure: Percentage Share through different modes of transport
in CIL

Source: US Energy Information Administration

Figure : Gross Heat Content of Coal Production (kcal per
Metric Ton)
Country

2007

2008

2009

2010

2011

Indonesia
Mozambique

64,56,864
62,67,883

64,56,864
62,67,883

64,56,864
62,67,883

64,56,864
62,67,883

64,56,864
62,67,883

South Africa

59,17,216

59,17,216

59,17,216

59,17,216

59,17,216

Australia
India

57,18,712
45,66,415

57,17,592
45,73,278

57,22,928
45,74,761

57,40,160
45,68,656

57,43,472
45,65,726

Source: US Energy Information Administration

6. Implications of Coal Quality for the Indian
Market
Coal is the most abundant conventional source of energy in the
country. However, the average quality of the Indian coal is not
very high compared to those available in Australia or
Indonesia. Further, the coal washing capacity in the country has
not increased sufficiently, due to various reasons, to generate
the required quantity of washed coal for consumption. This
necessitates the import of high quality coal to meet the
requirements of. There has been an increasing trend in the
import of coal. This is evident from the fact that the gross import
of coal has steadily increased from 20.93 MTs during 2000-01
to 73.26 MTs during 2009-10.
Typically, Indian coal is characterised by the following quality
aspects:
• Lower to medium grade coal
• High ash
• Low moisture
• Low sulphur
The focus always lies on having a balancing process whereby
ash and grade are as per the desired input to the various
consumers, while providing a maximum yield.

7. Upgrading India’s Internal Coal Logistics
One of the major issues being faced by the industry for the coal
movement within India is transportation and infrastructure.
Following are the major challenges being faced in coal
transportation:
• Lack of availability of proper transportation mode for
produced coal
• Mismatch between the demand and supply of railway
wagons
• Lack of infrastructure to support a coal movement at full
capacities

7.1 Modes of Transport
Important modes of transport of coal and coal product in CIL
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Source: CIL Annual Report 2011- 2012

Some of the steps to improve the transport facilities and
infrastructural requirements in order to compliment the coal
industry rather than hamper its progress are as follows:
• Enhanced road connectivity across mineral zones and
consumers
• Infrastructure developments driven by PPP
• Restructuring and/or reallocation of railway networks to
connect with the coal bearing areas
• Doubling of railway routes at places where coal movement
is higher
• Enhancing port capacities as well as evacuation efficiency
and augmenting the existing capacities from existing ports
Recently it is proposed to augment rail movement of coal
through dedicated freight corridors, matching wagon volumes
and matching loading and unloading facilities at colliery and
power station ends. Transportation of coal to railway sidings
would be of vital importance to ensure movement of
indigenous coal. It is proposed that infrastructure capacity for
transportation of coal needs to be planned, which includes
conversion of fair weather road into heavy duty all weather
express coal corridor to cope up daily transportation.
Railways in collaboration with the ministries of coal, power and
shipping has sanctioned 17 projects to offer the first and last
mile connectivity for coal transport. Another 28 such projects
are identified to be taken up in due course. CIL has already
expressed interest to bear majority of the estimated total cost of
Rs 6,000 crore towards the above given projects.

8. Impact of Coal Unavailability on Planned
Capacity in India
8.1 Capacity of coal based power plant
Coal based power plants account for 57 per cent of the total
power generation capacity in India, with an installed base of
over 120 GW. Their share is set to increase further in the next
five years. As per the ministry working group report for the 12th
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plan, coal availability will be 604 million tonnes against the
required 842 MT for the country’s power utilities. To meet the
shortage, the ministry says the power producing companies will
have to import 159 MT immediately.
The ministry has set the target of building a generation capacity
of 75,785 MW in the 12th plan period, of which about 85 per
cent i.e., 62,695 MW production comes from coal-based
source. As coal shortage is imminent, meeting the target will be
difficult.
In its 11th five-year plan ending March 2012, India has added
only 52,000 MW against its target of adding 78,000 MW due to
shortage of fuel. Despite India having about 10 per cent of the
world’s coal reserves, the country struggled to supply sufficient
fuel to the power sector due to hurdles in land acquisition and
environmental clearances for mining.

8.2 Coal demand and availability during 12th
Plan
Coal India Ltd (CIL) and Singareni Collieries Co. Ltd (SCCL),
two state-owned coal mining companies, dominate much of
the domestic supply. Captive coal blocks allocated to end-users
are the other major sources of supply. Domestic supply has
been unable to keep up with the spurt in demand, leading to an
ever-widening deficit in recent years.
Domestic thermal coal deficit for the power sector would
increase to about 210 MT by FY17 from the current 55 MT
(2012). As a result, dependence on coal imports would
increase from 12 per cent in FY12 to 20 per cent by FY15 and
further to 25 per cent by FY17.
In order to meet this generation requirement, coal requirement
(at SPCC 0.73 Kcal/ Kg) works out to around 842 MT. Against
the requirement of 842MT, 54 MT coal is to be imported by
thermal power stations designed on imported coal.
Availability of coal for the coal based thermal power stations is
a matter of serious concern. Although thrust is being accorded
to maximize generation from other conventional and nonconventional sources, coal based generation is likely to be the
main stay of electricity generation for the 12th and 13th Plan to
support the targeted GDP growth envisaged by the
Government. The coal based capacity addition programme is
worked out after taking into account the electricity generation
availability from other sources i.e. Hydro, Nuclear, Gas, Lignite
and renewable sources
SCCL (Singareni Collieries Company Limited) has confirmed a
coal availability of 35 MT and around 100 MT coal is expected
to be available from captive coal blocks. Thus, 653 MT coal
needs to be made available by CIL (Coal India Limited) against
which they have committed to supply 415 MT. Thus, CIL is to be
impressed upon for formulating exigency plan to enhance their
production to meet the requirement the power stations. The
availability/shortfall of indigenous coal is detailed below:
1.
2.
a)
b)
c)

d)

6

Coal requirement during the
year(2016-2017)
Coal availability from :
CIL
SCCL
Captive Blocks allocate d to
Power
Utilities
Coal to be imported by TPSs
designed on imported coal
Total, coal availability

842

8.3 Gap between demand & supply of coal &
its effect on power sector
There is a huge gap between demand & supply of coal of about
238 MT. About 25% of installed coal based power plant will not
operate due to unavailability of coal which will create a huge
power deficit in country.
In order to bridge the above gap between demand and coal
availability as referred above, power utilities are expected to
import around 164 MT to meet shortage in coal supply from
CIL. This quantity of imported coal would be in addition to
54MT coal likely to be imported by thermal power stations
designed on imported coal. Therefore, the total quantity of coal
expected to be imported is about 218 MT to minimize power
deficit.
Figure: Power sector – demand & supply for coal (MTPA) (FY1015)
Particulars
Demand
Growth
Domestic
Supply
Growth
To be
imported
Growth

Unit
MTPA
% pa
MTPA
% pa
MTPA
% pa

FY10
401
336

FY11E
437
9.0
384

FY12E
481
10.1
413

FY13E
529
10.0
485

FY14E
587
11.0
480

FY15E
652
11.1
518

35

4.9
53

7.6
68

7.8
84

7.9
107

7.9
134

51.4

28.3

23.5

27.4

25.2

Source: Coal India RHP, Industry Research

9. Coal Requirement in Other Industries of
India
Coal is the most valuable and reliable source of energy to the
Economy and more than half of the current commercial energy
requirements is met by coal. With the passage of time, the
Power Sector has emerged as the main consumer of coal for
thermal power generation in India. The other significant use of
coal is in steel production, cement manufacturing and as a
liquid fuel. Other important users of coal include alumina
refineries, paper manufacturers, and the chemical and
pharmaceutical industries.
Coal consumption across the cement, sponge iron and other
sectors has grown by a CAGR of 10% during last five years. The
future demand of all non-power end use industries will be
strongly related to infrastructure development, which has
become imperative to sustaining the economic growth that
India has witnessed over the last decade.
Figure: Sector-wise Coal consumption in India (2011-12)

MT

415 MT (70% of total
production)
35
MT
100 MT

54

MT

604

MT

Source: Coal Controller
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The sponge iron industry contributes about 5% to overall
thermal coal demand and is inherently linked to growth of steel
industry. It will continue to be coal-dominated in near future.
While the crude steel capacity is expected to grow at a CAGR of
10.5%, growth in coal demand from sponge iron (coal-based)
is expected to be around 7.5% CAGR on account of better
efficiencies achieved through newer technologies.
The cement industry constitutes around 5% of thermal coal
demand in the country. Coal is required for cement production
and in captive power generation associated with the cement
plants.

•

•

9.1 Steel sector
Coal is an essential input in the production of steel. In 2011,
the world crude steel production reached 1,518 MT, reflecting a
growth of 6.2% over 2010. The per capita finished steel
consumption in 2011 is estimated at 215 kg for world and 460
kg for China, while that for India it is estimated currently at 55
kg (provisional). This indicates clearly scope for increasing per
capita steel consumption, a factor which correlates to the
coking coal availability and production in the country.
India has very limited reserves of coking coal which is a key raw
material in the for the production of steel. Coking coal accounts
for only 15% of the country’s overall proven coal reserves. The
Jharia coalfield, located in the state of Jharkhand, holds the
majority of the coking coal reserves. The Indian steel industry
has been facing acute shortage of coal for the last several
years. As per the report of the working group of Coal and
Lignite for the 12th 5 Year Plan, the steel production by 201617 is projected to be 105 MT. The corresponding requirement
of coking coal for this quantity of steel is worked out at 67.2 MT
in 2016-17.

9.2 Cement sector
India is the second largest producer of cement in the world.
Large amount of energy is required during the production of
cement and coal is used as an energy source. During the
process, coal is usually burnt in the form of powder. Around
450g of coal is consumed to produce 900g of cement.
The cement industry is the third largest consumer of coal in the
country. Due to the high cost and inadequate availability of oil
and gas, coal is used as the main fuel in the industry. However
in the last few years due to rapid adoption of the dry process,
the specific consumption of coal for producing cement has
reduced significantly. It has also improved efficiency in cement
kilns and increased the use of fly ash (produced in power
plants) and granulated slag (produced in blast furnaces of steel
plants) in the production of cement ( Coal Vision,2025).

10. Recent Policy Measures
The government recently began action to address the issue of
shortage of coal and coal quality. The recent major policy
actions taken are:
• FSA with Power Companies: After CIL missed the deadline
to execute a fuel supply agreement (FSA) in March 2012, a
presidential directive was sent to the company to complete
it as soon as possible. Under the directive, CIL was asked to
enter into FSAs with power companies, ensuring that it
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meets a minimum of 80% of coal requirement.
New Coal Pricing Policy: (expected to roll out from April
2013) under this Coal India (CIL) will offer coal at pooled
prices a weighted average of the price of imported and
domestically produced coal to its consumers. Under the
new policy, CIL will notify prices based on the weighted
average formula for every grade of coal depending on its
heat content.
(PPP) model for Coal India Ltd: is likely to be a turnkey
approach in which a private sector approach is taken to
projects. These would be coal raising contracts of varying
periods of up to 10 years delivering the coal on a per tonne
basis.
New duty structure on coal imports: At present steam coal
is exempt from customs duty but attracts a concessional
CVD of 1%. Bituminous coal attracts a duty of 5 % and CVD
of 6%. Since both kinds of coal are used in thermal power
stations, there is rampant misclassification. So, in Budget
2013 it was proposed to equalise the duties on both kinds
of coal and levy 2 % customs duty and 2% CVD."

At present companies like Adnai, JSW and a host of other
coastal players who were importing higher quality coal were
being forced to pay an import duty of 6% while those importing
low quality coal were paying only a countervailing duty of 1%.

11. Conclusion
Uncertainty in fuel supply security, both domestic and
imported, and rising coal prices have created near term
uncertainty for the power sector. Measures are required from
the Government to resolve the same, as significant investments
/ commitments have been made into the sector by private
sector and banking community alike. An impending review of
NCDP, costlier imports, and various other short-term measures
as discussed above would have price impact on power
generation leading to reduced margins.
Since the current fuel security uncertainty would severely
hamper capacity additions, the Government is expected to take
necessary steps to ensure private sector participation
continues. Collaboration between various government bodies
like Railways, MoEF, CIL, etc is required to ensure continued
fuel supply to the power sector. Further, demand for power is
expected to increase manifold in the long-term. Hence, a longterm sustainable supply mechanism needs to be put in place.
Till this is done, uncertainties will continue to dampen the spirit
and performance of the sector and reduce both developer and
investor interest.
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