INDIAN COAL SECTOR

100% FDI IN COAL MINING AND
ASSOCIATED INFRASTRUCTURE BEST
OPPORTUNITY
FOR FOREIGN PLAYERS




| Shineﬂl’ng ‘

INDIA

INDIAN COAL SECTOR

India is the third largest producer of Coal in the world. Coal production in India stood at
739.35MT (Prov)! in FY 2019. India’s coal production grew at a CAGR of 4.47% between FY 08
and FY 19.

India stands fifth in coal reserves in the world. As per exploration result carried out up to the
maximum depth of 1200 m by the GSI2, CMPDI3, SCCL* and MECL’ etc., a cumulative total of
319.02 Billion tonnes of Geological Resources of Coal have so far been estimated in the country
ason 1.4.2018.

As on 315t March 2018, there are 455 operating coal mines out of which 437 are non-captive mines
and 18 are captive mines. 48% are Open Cast mines, 47% Under-Ground mines and 5% are
mixed. There are also 18 lignite mines having reserves around 36 billion tonnes.

THE INVENTORY OF COAL IN LAST 5 YEARS IS AS FOLLOWS: (IN MN TONNES)

Inventory as on I\:«:::jfe/d Indicated Inferred Total
1.4.2018 1,48,787 1,39,164 31,069 3,19,020
1.4.2017 1,43,058 1,39,311 32,780 3,15,149
1.4.2016 1,38,087 1,39,151 31,564 3,08,802
1.4.2015 1,31,614 1,43,241 31,740 3,06,596
1.4.2014 1,25,909 1,42,506 33,149 3,01,564
1.4.2013 1,23,182 1,42,632 33,101 2,98,914

TYPE & CATEGORY WISE COAL RESOURCES OF INDIA: (IN MN TONNES)
Type of Coal Proved Indicated Inferred Total
(A) Coking Coal
Prime Coking 4,649 664 0 5,313
Medium Coking 13,914 11,709 1,879 27,502
Semi- Coking 519 995 193 1,708
Sub- Total Coking 19,082 13,368 2,073 34,522
(B) Non- Coking: 1,29,112 1,25,697 28,102 2,82,910
(C) Tertiary Coal 594 99 895 1,588
Grand Coal 1,48,787 13,164 31,069 3,19,020
! Provisional
2 Geological Survey of India
3 Central Mine Planning and Design Institute
4 Singareni Collieries Company Limited
5 Mineral Exploration Corporation Limited
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TOTAL PRODUCTION OF COAL IN INDIA: (IN MN TONNES)

Company 2017-18 2018-19

CiILe 567.37 606.89
SCCL 62.01 64.40
Captive 37.07 49.88
Others 8.95 9.08

Total 675.40 730.25

IMPORT OF COAL IN INDIA DURING LAST 6 YEARS (IN MN TONNES)

2013-14 2014-15 2015-16 2016-17 28:;:,1)8 2?;:::)9
Coking Coal 36.87 43.72 44.56 41.64 47.00 51.84
Non- Coking Coal 129.99 174.07 159.39 149.31 161.27 183.40
Total Coal Import 166.86 217.78 203.95 190.95 208.27 235.24
Coke 4.17 3.29 3.07 4.35 4.58 4.93

India imports coking coal as entire demand of coking coal is not met from domestic production as

the supply of high quality of coal/ coking coal (low ash coal) in the country is limited.

AVERAGE REALIZATION PER TONNE:
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Particulars (in INR) Q1 2018-19 Q1 2019-20 % Change
FSA 1,313 1,370 4.34
E- Auction 2,399 2,155 -10.17
Total Washed Coal 2,427 3,171 30.66
Total Average Realization 1,476 1,515 2.64
6 Coal India Limited
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DEMAND OF COAL:

(A) Electricity:

e Coal-fired plants generated 79.0% of India’s electricity of India in 2018-19 and is
expected to increase by 48% by 2030 to hit 1,512 terawatt more than all of Europe,
Africa, the Middle-East, and Latin America.

e Coal based power generation is forecasted to grow at a CAGR of 6.5 per cent during
FY18-FY23 which will boost non-coking coal consumption at a CAGR of 5.4 per cent to
1,076 million tonnes in FY23 from 826 million tonnes in FY 18.

SHARE OF COAL CONSUMPTION IN 2017-2018:

Particulars Percentage share of coal consumption in India
Electricity 64
Steel & Washery 7
Cement 1
Others 28

PROJECTED DEMAND FOR COKING COAL TO INCREASE TO 180 MILLION TONNES BY 2030

(B) Steel, Cement & Aluminum

e The Ministry of Steel aims to increase the steel production capacity to 300 million tonnes by
2030-31 from 134.6 million tonnes in 2017-2018.

e Rise in demand for iron, cement and steel is set to continue, given the strong growth
expectations for the residential and commercial building industry and infrastructure
development.

e Sustained growth in automotive production and transition from combustion based engine to
electric vehicle.

INFRASTRUCTURE:

e Central government is implementing three railway projects to address the issue of coal from
three potential coalfields providing necessary information and increasing number of rakes
for coal mines, the routes are as follows:

(a) ToriShivpur-Katotia in North Karanpura, Jharkhand;
(b) Jharsuguda-Barpalli-Sardega in Ib-valley, Odisha and

(c) Bhupdeopur-Korichapar-Dharamjaigarh in Chhattisgarh
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AUCTION OF COAL MINES:

e In August, 2019, Coal Ministry initiated auction of 27 coal mines and the electronic auction
will be conducted between October 10 and November 8.

e 15 coal mines to be allotted to public sector and 12 to public sector.

e 21 coal mines reserved for auction to all non-regulated sectors such as steel and cement
and 6 coking coal mines for iron.

LATEST TRENDS:

e On 28" August 2019, Union Minister of Commerce and Railways, Piyush
Goyal announced the approval of 100 per cent Foreign Direct Investment (FDI) in coal
mining and associated infrastructure.

IMPACT:
e Till now only Coal India Limited (CIL) could mine and sell coal in the country.
e Now the Private sector companies can mine and sell the coal in open market.

e Foreign players will help in getting access to latest technologies for drilling and improving
efficiency in coal mining

e Attaining economies of scale reducing supply shortage to power plants

e Competitive market will help break monopoly of CIL in pricing of coal

CONCLUSION:

A land of 1.3 Billion and 149 BT proved reserve, the Coal Mining opportunity is as diverse as the
country itself. There is immense potential in Coal and with ample demand the only question
remaining was not if, but when and the Government finally realized that entrusting just one
organization Coal India Limited with all commercial mining will not be feasible in the long term. The
partial decision taken to liberalize the sector in 2005 with the opening up of Captive mining was
just the beginning but now the Government has opened up the sector for FDI under automatic route.

This gives a great opportunity for global mining giants to enter India and tap upon the enormous
potential of the sector in India. The various steps taken by the current government to ensure ease
of business in the past 5 years like simplified indirect tax regime (GST), one stop clearances, use of
transparent e-auctions for all mines will only make it much more favorable for foreign investors to
tap into the segment.

In FY19 itself the country produced approx. 730 MT of coal and consumed 965 MT. This leads to
a shortfall of 235 MT, of which 52 MT of imports is inevitable as coking coal (low ash coal) is not
abundantly available in the country. This gives a clear roadmap to produce 183 MT be produced
domestically and the opening up of the sector will be a major enabler.
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https://www.livemint.com/news/india/govt-eases-fdi-norms-for-single-brand-retail-coal-mining-digital-media-1566999286301.html
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SERVICES FOR MINING’S AND METALS:

ShineWing India’s transaction advisory professionals have dedicated teams for the mining and
metals sector providing clients with seamless service, to clients across the world. Companies would
require ShineWing India’s advice to make informed decisions on how to manage the capital and
transactions.

We bring together a comprehensive support team to assist you in the entire transaction life cycle
from early stage exploratory advisory to execution and post deal activities. Be it acquisitions, joint
venture, bid process support, raising capital and also any assurance or due diligence activity that
goes with it.

We work with clients on our globally accepted Best practices and methodologies to bring about
out of the box insights for our clients. We give all the required inputs to help our clients make
informed decisions.
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ABOUT SHINEWING

ShineWing International ("ShineWing") is a global network of independent accounting and
consulting firms, ranked as the 20th in terms of fee income and 17th in terms of total headcount,
with the highest growth rates among all top 30 networks globally according to the World Survey
2019 of International Accounting Bulletin (IAB).

ShineWing International currently has member firms located in 14 regions, including Mainland
China, Hong Kong, Singapore, Japan, Australia, Pakistan, Egypt, Malaysia, United Kingdom,
Indonesiq, India, Thailand, Taiwan, and Germany with around 80 offices and around 8,000 staff.
ShineWing member firms provide assurance, business advisory, corporate finance, and tax
consulting services to clients. Each member firm is well established as a leader in its local region and
is known for their local knowledge and expertise cohered by their international experience.

In 2011, ShineWing joined Praxity Alliance, which is the world largest Alliance of independent
accountancy, tax and business consulting firms. Praxity has over 60 participating firms in over 100
major countries across Asia, Europe, North America, etc.

www.shinewinginternational.com/

ABOUT SHINEWING INDIA

ShineWing India is member firm of ShineWing International, one of the most influential and
integrated professional services organization in globe with diversified capabilities. ShineWing India
has 10 offices spread across cities which reflects our presence at PAN India; The Company has
pledged itself to focus on diversity & inclusion, right talent, quality staff hiring direct from top B-
Schools, Colleges and Institutes.

ShineWing India is ranked as emerging top 25 professional Firm in India by one of the top
professional magazine publishers in India. The Company is devoted to create a global footprint,
growth oriented, professional brand catering to niche clients in India and globally.

We are enthusiastic to share expertise and knowledge, we provide adequate technology and
useful resources to help organizations do business in the competitive and dynamic business world.
We continue to add new & innovative service line / solutions to ensure we match & sustain our
growth with changing times.

www.sw-india.com/

Follow us for regular updates: @ ol@]o
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https://in.linkedin.com/company/sw-india
https://twitter.com/ShineWingIndia
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https://www.facebook.com/shinewingIN/
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DISCLAIMER

This note has been prepared in general terms and should be seen in context of broad guidance
only. The information cannot be relied upon to cover specific situations and you should not act, or
refrain from acting, upon the information contained therein without obtaining specific professional
advice.

The comments set forth in this note is based on the existing statutory laws prevailing as on the date
mentioned above. If there is a change, including a change having a retrospective effect, in the
statutory laws, the comments expressed in this note would necessarily have to be re-evaluated in
light of the changes.

Our note is restricted to Indian income tax implications and in no way can be considered to be a
legal opinion. The note does not discuss legal or accounting implications or implications under any
other law that may arise under GAAR provisions.

Our note is based on our understanding and interpretation of the legislations, and are not binding
on the Indian tax authorities/ Appellate authorities. There can therefore be no assurance that the
Indian tax authority/ appellate Authorities will not take a position, contrary to our comments.

This note is solely for the information and understanding of the reader and should not be quoted
in whole or in part, disclosed or made available to external parties or referred to in any document,
without our prior written consent.
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