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Annexure |
Grading Rationale

Coal India Limited

Grading Assigned
particulars \l Number of cquity shares Grading' . Remarks
e S e I St e e T 4,_,,‘r.,_+_l i
T7631.636,440 cquity chares of tace value of | *CARE1PO Grade § Assigned

_ Five] I T

PO Grade

C Re i0cach

CARE has assigned a ‘CARF, PO Grade 5° © the propused PO of Coal India [.imited
(CiL). "CARE 1PO Grade §' indicates Strong Fundamentals. CARE assigns 1PO grades
on a scale of Grade 310 Grade 1. with Grade 3 indicating strong fundamentals and Grade |
indicating poor fundamentals. CAREs [PO grading is an opinion on the fundamentals ot the
issuer. The grade assigned Lo any individual issuc represents d relative assessment of the
-fundamentals’ of the issuer.

CIL. proposes an initial public oftering of 631.636.430 cquity shares of face value of Rs.10

through 100% book building process.

Grading Rationale

The assigned grading reflects CU1 s dominance in the Indian coal industry. ('11. contributes 10
around 82% of coal production in india. The balance 18% is produced mainly for captive
consumption by manufacturing/power companies. Thus practically. CIL holds the monopol)
in traded coal available domestically. Also ClLs strong financial position with cash balances
of Rs.39077 cr with a comfortable gearing ratio give it immense financial flexibility to fund
its on-going and planned expansion projects. Moreover. CIL is one of the lowest cost
producers giving it an pricing edge over imported coal. The grading also factors experienced
management and impressive track record of operations.

CARE Rescarch foresees demand for the domestic coal industry will be mainly driven by the

power generation companies. Increasing domestic steel and cement capacitics arc also likely
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é"‘ﬁ;xﬁicf support the domestic coal demand. Hence the offtake related nsk for CiL are i "

: negl;glble

However C[L s uperanons are affected 10 some extent by socio-enviromental concems. Chang,es :
~n pncmg reﬂulanons delays in obtaining clearances from the forest department and delay m

recelpt of regulatory approvals continug to pose a threat to the company s operations.
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In order {0 provide for a higher growth in coal sector to meet the growing energy needs of the
| country, the Govemment in 1973, nationalized the coal mines by enacting the Coal

Nationalization Act and formed 'Coal Mines Authority Limited'. The company went through a

E reorgz{nisation in 1975 wherein Bharat Coking Coal, Central Coalfield Limited, Cozl Mines

Planning and Development Institute, Eastern Coalfictds limited and Western Coalficld Limited
became its subsidiaries and the name was changed to Coal India Limited (CIL). The company

o ~asponsible for the entire coal mining sector and is owned and controlled by the Central
Government. The company was conferred ‘Navratna’ status by the Gol (G vernment of India)
‘in October 2008 and all its subsidiaries were conferred the mini-navritna status giving

operational autonomy.

T‘z@ senior management team has an extensive experience in the coal industry with many of the

o members serving the company or its subsidiaries for more than 30 years. The highly gualified

zad wel! expemenced team provides the company with expert knowledge on explo.ration and

cﬁu,ton of coal. Wit effective demarcation of roles essigned to the individual directors, the

g Lompany is able to achieve superior cost and operational efficiency.

£ ﬁa‘*ée Governance

“”U the board has 14 Directors, out of which five are Executive. Two Directors are

'~%~,(,cvc:mm nt Nominees and the remaining seven Direciors e the Independent Dircctors. Lost-

%x{smmer&t would continue o be a majerity sharcholder driving thr offairs of the

QJ h CrCﬂSi:IU,L"J the p'e., cribed  com iittzes such as Audit VCcnmme.,,_

/’ixm iu:, (’mem.m Committee and ‘%mu eraiion Comumnittes.
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Litigations

There are various outstanding litigations involving CIL. and its cubsidiaries before different
courts . authorities. The probable financial liability * losses in many of such litigations are not
quantifiable. In the cases where the amount is quantitied, the same does nat prima-tacie seem

significant in relation to the size of the company.

PO Details

Size of the Issue

The proposed PO comprises an ofter tor sale of 631,636,440 Fquity Shares of the face value
of Rs. 10 each by the President of India. acting through the Ministry of Caoal (MOC), GOL
The Government is planning to divest 10 pereent of its equity through the public issue o_f

shares.

Terms of the issue
The offer comprises a net ofter to public of 568,472,796 equity shares and a reservation of
63.163.644 equity shares for subscription by eligible employees. The offer shall constitute

10.0% of the post offer paid-up equity share capital of CIL

Purpose of the issue
o Offer for sale by Government of india.
« The objects of the Offer are 1o carry out the divestment of 631.636.440 equity
Shares by the Selling Sharcholder (GOT) and 10 achicve the benefits of listing
the equity Sharcs on the Stock Fxchanges.
e The Company will not receive any procecds from the Ofter and all proceeds

shall go to the Selling Shareholder (GO

Sharcholding Pattern Pre-issue and Post-issue:
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Financial Anabysis

CHis practically a debt tree company nd has healths profit margins Howevel the prices of
coal. heing a commodity. are volatile 1n nature. Heoee the profit margins toe are volatife for
the company. Neverthelessoon aceount of Tow vperating cost and strony reseres built by the
compant . the financial soundness is hich. Furthermore. the elobal coal mdusti has been
witnessing tieht demand-supply situation and thus providing support fo the coal prices
Further the shift of the company to amaete market hnked pricmg mechanism is expected to
Improve s profitability. Also. the prospects of CIL in the medium term would be poverned
by it abilite oo manage its operational Qexibilinn & thereby amprove its profitabihty.

Implementation and dev elopment of proposed expansion project without ime & costovertun

and effective management of working caprtal remains crucial factors for the compans

Industry Review

Despite having one of the Targest coul reserses (4th largest e the worldy the Indran coul
mdustrs does not hold @ postiion leavue of global encrd supphiers. Soaring domestic
Jemand outpacimy the slow pace capacity addions of new coal mines 15 restricting the
domestic coal sector from achieving the next league. Due o slow pave of capacity additions.
the pereentage of imports in the domestic coal consumption has SJhown an increasing trend i
the past few vears.

Rising domestic coal impeorts:
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During FY03-FY09. while the domestic coal consumption in the country has increased at a
CAGR of about 7.8%. production during the same period has increased at a CAGR of about
6.6%. Rise in consumption growth being higher than the rise in capacity growth. has pushed
India into a net importer of coal in the past few years. From about 22 mn tonnes in FY03,
coal imports have now touched the levels of about §1mn tonnes by the end of FY10 (CAGR
19 7%).

The power sector alone consumed more than 759, of the domestic consumption of coal,
Clectricity consumption through thermal power plant contributed o about §3% ot the total
electricity consumption in the country. Coal accounted for more than 53% of the total
generation of electricity through thermal power plants.

CARE Research foresees demand for the domestic coal industry will be mainly driven by the
power generation companies. Increasing domestic stecl and cement capacities are also likely
10 further support the domestic coal demand. .

Financials - Consolidated:

Financials = LODSU 2222
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For the year ended / as on Mar31 o

LFinancials Rs. crore) e s

‘ e
Tl lncome = 617 46063y 1992,
"PAT (after defd. Tax) L 3597 4063 9829
| Equity share capitel , o ee 6316 | 6316
Newworth (without adjusting for defdax assets) 12 | 19008 25844
ey Raties e T .
PRILDT margin (* ' 19.5° 15.7 276
ma DT margin(®o) e T T A=
RoNW - calculated hased on average of opening and |
closing networth (%) oo e e T Lo 8
BasicEPS(Rs) e T b8l 64 186
Dilued EPS (Rs) e e R 2. N b4 138
Book value’g“\’ - Rs.10) 2720 301 40.9
Book value (¥« B8 20— S - =
_Currentratio . _ o 2 1.20 1.34

Note : Numbers have been reclassified wherever
required

Source : DRHP
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" CARF s PO prading 15w one Hme asseysment and the anahsis draws peavily from e IRGIRHIN provaded o Mo ssuer as welhas intormation

ohtainea {rom seurees melieved by CART o e accurate and rehiahle However, CARL . does not puaranee the accuracy | adequacy of completeress o
ane information and s not respansihie 107 any errars of oThssions wr tar Lhe cesalts obzined from the use of such information CARF s (PO grading
does not take cogmzance of the price of the secaniy and s notd [ecommendstion 1o vy seil o hota shares/seoeuntes It s also not @ comment on the

| ofter price of 1€ jisted prive of the seBp I does not imply that CARTD pertorms an audit tunctron OF foreasic exercie detect fraud Jois alsonot 2
{ forecast of the tuture market peifanmance and the camings prospects of the ssuet abo it does not mdicate compiiance: Lorauon of vanaus statatary
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CARE IPO grading Scale

CARE 1PO grade ! Evaluation
e o - .
CARE PO Grade 5 i Srrong fundamentals
CARE 1PO Grade 4 i Above average tundamentals
e
CART 1PO Grade 3 I Average fundamentals
i -
CARE PO Grade 2 “Below average fundamentals
CARE 1PO Grade | T Poor tundamentals
el e e P
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