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 On August 25
th

 2014, the Hon’ble Supreme Court of India (SC), acting on a public interest litigation (PIL) filed before the Court, issued a 
judgment terming all captive coal block allocations since 1993 as illegal, on account of non-transparent, inconsistent and adhoc processes 
followed for allocating coal blocks to private and State Government entities, under the Screening Committee and/or Government 
dispensation routes. The SC further observed that as per provisions of the Coal Mines (Nationalization) Act 1973, coal mining is allowed only 
by a Central Government company, or a Government/private company having the specified end use of iron & steel, power, cement, washing 
of coal, and syn-gas (coal to liquid). The SC viewed the allocations of coal blocks jointly to multiple entities as illegal. Moreover, the SC also 
observed that coal mining operations by JV companies between a State Government entity and an ineligible private company was illegal.  

 Subsequently, the SC delivered its final verdict regarding captive coal mining on September 24
th

 2014, de-allocating all blocks (except a few) 
allocated through the Screening Committee/Government dispensation routes. The blocks which have not been de-allocated by the SC 
includes SAIL’s Tasra coking coal block, which is currently operational, and NTPC’s Pakri-Barwadih coal block, which is expected to be 
operational in FY15. Moreover, the 2 operational coal blocks of the Sasan UMPP have also been permitted by the SC to continue operations. 
However, all other block allottees have been allowed a period of 6 months (till March 31, 2015) to wind up mining operations, after which 
Coal India Limited is to take over mining operations, till such time the Government re-allocates the blocks. The SC has also imposed an 
additional levy @ Rs 295 per tonne of coal mined since inception by the block allottees (barring the 4 blocks given exemption by the SC), 
which is to be deposited by December 31, 2014. 

 As per ICRA’s estimates, the overall capacity in private IPP segment that would be affected by the Supreme Court (SC) order on September 
24, 2014 on coal blocks is around 18 GW, comprising a mix of operational projects (6.3 GW as on July 2014) and under-construction projects 
(11.4 GW expected to become operational over the next 2 year period). The affected capacity in the state sector is estimated at 19 GW, 
which includes operational capacity of 9.9 GW as on July 2014 and under-construction project capacity of 8.9 GW, which is expected to be 
operational over the next 2-3 year period. Further due to an imposition of additional levy by the SC, operational coal block based projects 
will be adversely affected. As per ICRA’s estimates, aggregate penalty till March’14 for power sector as a whole is at about Rs. 60 b illion 
based on mining output of about 205 Million Metric Tonne (MMT). About 60% of this penalty is attributed to state sector utilities/JVs, 
mainly owned/co-owned by corporations belonging to the states of Punjab, West Bengal, Karnataka and Rajasthan; while balance 40% 
pertains mainly towards private sector IPP/utilities.  

 For all the captive blocks cancelled, fuel supply risks for the underlying power generation projects stand increased. While mining is 
permitted from the operational coal blocks till March 2015, availability of coal thereafter would critically depend upon the timeliness in 
take-over of mining operations by Coal India Ltd or allocation of such coal blocks through bidding route by the Government of India. Any 
delays in allocation of coal blocks through bidding route would lead to dependence upon coal sourcing from open market i.e. through e-
auction or coal imports, given the shortages in domestic coal availability. As per ICRA’s estimates, steam coal demand from the affected 
power projects in private and state sectors is estimated at about 160 MMT by FY 2017/18. Given that the majority of the affected power 
projects are scheduled to be completed over the next 2-3 year period, ICRA expects a significant timing lag in availability of coal even though 
such blocks are re-allotted through a bidding route. This in turn is likely to increase the fuel cost of generation, which would impact their 
cost competitiveness. Moreover, cost of generation based on imported coal would remain exposed to volatility in steam coal price level 
internationally and INR-USD exchange rate. In turn, this will lead to escalation in the power procurement cost for the distribution utilities 
which further would put pressure on retail tariffs for the consumers. 

 Out of the affected capacity in private segment, about 53% (9.5 GW) have firm power purchase agreements (PPA) with distribution utilities 
within which about 50% capacity is competitively bid and balance 50% is based on cost-plus tariff principles. Thus, projects based on captive 
coal block with competitively bid PPAs where fuel cost variation is not a pass-through, would be most affected given that a) in the absence 
of captive coal, projects will be dependent upon other costlier sources and b) even in 
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of captive coal, projects will be dependent upon other costlier sources and b) even in case of coal based on auction route, cost of mining is expected to be higher due to 
production linked payments & competitive bidding involved. However, in case of cost-plus based projects, such fuel cost increase is a pass-through, which will enable the 
projects to mitigate the fuel price risk. Also, in case of capacities operated by  State GENCOs, any increase in fuel cost due to dependence on costlier sources of fuel owing 
to cancellation of coal blocks shall be passed on to the state distribution utilities given the cost plus nature of the tariffs, putting pressure on retail consumer tariffs. 

 On illustrative basis, the variable cost of generation for an entity is likely to increase by Rs. 0.7
1
 per unit in case of dependence on e-auction coal, while the same is 

expected to increase by Rs. 2.4
2
 per unit in case of use of imported coal, as against the cost of generation of Rs. 0.7 per unit based on captive coal. In turn, this will lead to 

escalation in the power procurement cost for the distribution utilities and consequently retail tariffs for the consumers. 

 Besides the power sector, the domestic iron & steel sector too would be significantly impacted by the coal block de-allocations. As per ICRA’s estimates, 12 operational 
coal blocks allotted to iron & steel manufacturers, having a peak rated capacity of 14.58 million tonne per annum (MTPA) of coal and geological reserves of 1.13 billion 
tonne, stand de-allocated. This would adversely impact the cost structure of ~4.75 MTPA sponge iron capacity and ~1713 MW of captive power capacity, linked to ~8.5 
MTPA of steel capacity, as these capacities would have to rely on more expensive coal from external sources to meet their fuel requirements. Moreover, the additional 
levy @ Rs 295 per tonne is expected to lead to a financial burden of ~Rs 29 billion on various iron & steel players, impacting their liquidity position. 

 The de-allocations are likely to impact integrated steel producers using the sponge iron and EAF/IF route of steel making more than steel players using the blast furnace 
route. Operating profitability of the former is estimated to decline by almost 10% in the case of complete replacement of captive coal by imported coal, while the impact 
would stand reduced to 2.5% in the event of adequate availability of domestic linkage coal. While stand-alone secondary players are unlikely to be impacted directly by 
the de-allocations, any increase in sponge iron prices in the market, as a result of a cost push for integrated players, would push up their raw materials costs as well.  
  

                                                           
1 Assumptions: Station heat rate 2450 Kwh/kcal, Coal GCV of 4000 Kcal/Kg, cost of overburden removal at Rs. 75 per cubic meter, mining cost of Rs. 50 per MT with mine stripping ratio of 4:1; e-auction coal 
price assumed to be 100% higher than CIL notified coal price 
2Imported coal GCV of 4200 Kcal/Kg, imported coal price of 40 USD/MT with shipping charges of 12 USD/MT at INR 60 per 1 USD ; Distance from port of 1000 KM, rail transport charges of Rs. 1.25 /MT/KM, 
port handling charges of Rs. 300/MT and coal cess of Rs. 100/MT 
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BACKGROUND  
 

Captive Coal Mining: The Evolving Regulatory Framework 

Coal mines in India were nationalized following the legislation of the Coal Mines (Nationalization) Act, 1973, which led to the control and transfer of mining rights of 
all operational coal mines to the Central Government, with the exception of a few captive mines of Tata Steel Limited, Steel Authority of India Limited, and Damodar 
Valley Corporation. The nationalization of coal mines was engineered as a restructuring exercise that would aid in channelizing increased investments towards 
mechanization to augment production, help in achieving greater conformance with environmental and mine safety norms, as well as bring in operational synergies. 

 

Subsequently, between 1976 to 2007, with the gradual increase in domestic coal demand, through 
amendments to the Coal Mines Nationalization Act, the Government progressively allowed coal 
mining for captive end-use by private companies engaged in specific priority sectors that included 
iron & steel, power, washing of coal, cement, and syn-gas (coal to liquid). However, commercial 
mining of coal blocks were allowed for only Government companies. Allocation of coal blocks to 
companies other than Coal India Limited and Singareni Collieries Company Limited were made 
through the following means:  

o Captive Dispensation – For a specified end use for both private and Government companies 
o Government Dispensation – No end use restriction, but only to Central and State  
   Government companies 
o Ultra Mega Power Projects (Based on recommendation of Ministry of Power) - Blocks  
   allotted for competitively bid UMPP projects 

 
 
218 captive coal blocks having geological reserves of ~50.5 billion tonne have been allocated since 1993 
In July 1992, the Ministry of Coal constituted a Screening Committee with the objective of processing and screening applications received for captive mining. The 
Screening Committee had representations from the State Governments, concerned Ministries of the Central Government, and Coal India Limited. The first meeting of 
the Screening Committee was held in July 1993.  
 

Chart 1: Period-wise allocation of captive blocks till date 
 

Between 1993 to 2011, a total of 218 captive coal blocks have been allocated, having 
cumulative geological reserves of 50.5 billion tonne. Out of these 218 blocks, 132 blocks 
have been allocated through Captive Dispensation, 72 blocks allocated through 
Government Dispensation, 12 blocks allocated to UMPPs, and 2 blocks allocated for coal to 
liquid fuel conversion projects, based on recommendation of the Inter-Ministerial Group. 
The bulk of the allocations took place in the 10

th
 (FY03 – FY07) and 11

th
 (FY08 – FY12) five 

year Plans, during which period 198 of the 218 blocks were allocated to various companies. 
 

 

 

Source: Ministry of Coal, ICRA Research  
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Allocation to the power sector accounted for ~59% of reserves, followed by the iron & steel sector; Government entities accounted for a majority of the allocations 
Out of the 218 coal block allocations made thus far, 95 blocks were allocated to the power sector, which accounted for ~59% of the total allocated geological 
reserves. Another 69 blocks have been allocated to the iron & steel sector, 41 blocks to a number of Government companies for commercial mining, and 8 blocks to 
companies engaged in the cement industry. The Government also allocated 3 blocks to private companies which are in small and isolated pockets, not requiring 
railway transportation for coal offtake. Additionally, the Inter Ministerial Group also allocated 2 blocks to private entities for end-use in coal to liquid projects. 
 
 

Table 1: Sector-wise allocation of coal blocks (nos.) and share of geological reserves 
 
 
The leading beneficiary in the coal block allocations has been 
Central and State Government companies, which 
cumulatively accounted for ~55% of the geological reserve 
base (out of the 100 coal block allocation made to 
Government companies, 72 blocks have been made through 
the captive dispensation route, and 28 blocks through the 
Government dispensation route). 
 
 
 
 
 

Source: Ministry of Coal Annual Reports, ICRA Research 
 

 

Despite allocated captive blocks accounting for ~16.7% of India’s total geological reserves, its share in annual domestic production has been much lower at ~7% 
 

Chart 2: All India annual production from captive coal blocks 

 
The 218 allocated captive coal blocks accounted for ~16.7% of India’s 
total geological reserves (geological reserves include proved, indicated 
and inferred reserves). However, its contribution to the annual domestic 
production has been much lower, and has remained at around 7% in the 
past 3 years. As against the original target of achieving 104.08 million 
tonne coal production from captive blocks by the end of the 11

th
 plan, 

actual production was much lower at 36.17 million tonne only at the 
terminal year, increasing nominally to 38.88 millon tonne in FY14. 
 
 

 

 

 

Source: Ministry of Coal, Report of the Working Group on Coal & Lignite for the Formulation of the 12th Plan, ICRA Research  

 

  Government 
Companies 

Private 
Companies 

UMPPs Total 
Blocks 

Share of  
Reserves 

Power 55 28 12 95 59% 

Iron & Steel 4 65 - 69 20% 

Commercial Mining 41 - - 41 14% 

Coal to Liquid - 2 - 2 6% 

Cement - 8 - 8 1% 

Small & Isolated - 3 - 3 0% 

Total Blocks Allocated 100 106 12 218 100% 

Share of Geological Reserves 55% 35% 10% 100% - 
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Captive coal production growth has sharply decelerated from FY11 onwards; expected ramp-up in captive production in FY15 remains uncertain 
 

Chart 3: All India annual production growth from captive coal blocks 

 
Source: Ministry of Coal, ICRA Research 

 
After registering buoyant growth rates in captive coal production between FY07-FY10, production levels have stagnated from FY11 onwards. A total of 40 coal blocks 
were operational as at the end of FY14, which had contributed to 38.88 million tonne of annual production during FY14. In FY15, as per the Ministry of Coal’s 
provisional estimates, production from captive blocks is expected to increase to 52.93 million tonne (yoy increase by 36%), supported by an increase in production 
from existing blocks, as well as operationalization of 6 new blocks. This ramp-up is expected to increase the share of captive coal production to the total domestic 
production to 8.3% in FY15, as against 6.9% in FY14. 
 

Table 2: Sector-wise FY15 expected annual production (in million tonne) from captive blocks 
  Operational 

Mines 
Mines to be 

Operational in FY15 
FY15 Estimated 

Production 
Share of 

Production 

Power 37.57 - 37.57 71% 

Iron & Steel 12.69 - 12.69 24% 

Commercial 2.50 0.03 2.53 5% 

Cement - 0.14 0.14 0% 

Total Captive Coal Production 52.76 0.17 52.93 100% 

 Source: Ministry of Coal, ICRA Research 

 

For the formulation of the 12
th

 Plan, the Working Group on Coal & Lignite estimated that the share from captive coal production could further increase to 79.6 
million tonne by FY17, accounting for 11.7% of the total domestic coal production. In this context, the Supreme Court’s final  verdict (discussed in detail later in this 
note) on the coal block allocations would be a key determinant for the production increases in the 12

th
 plan. 
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Failure to adhere to normative timelines for commissioning of coal mines and end-use plants resulted in de-allocations of 80 coal blocks thus far
3
; further, 8 more 

blocks were sent show-cause notices 
 

Table 3: Normative timeline for captive coal block development 
The Screening Committee had set a normative timeframe between 36-54 months from the 
date of block allotment for the commencement of mining operations and commissioning of 
end-use projects. However, infrastructural bottlenecks, delays associated with receiving 
environmental and forest clearance from multiple State and Central Government 
departments, challenges associated with land acquisition and rehabilitation and resettlement 

(R&R), and a lack of adequate technical capability in mine development and operation have led to significant delays in project implementations. Subsequently, in 
June 2012, the Government constituted the Inter-Ministerial Group (IMG), headed by the Additional Secretary, Ministry of Coal, to undertake periodic reviews of the 
development of captive coal blocks. Unsatisfactory progress in mine commissioning and end-use project implementations have prompted the Government to de-
allocate 80 coal blocks thus far, having geological reserves of ~18.59 billion tonne. ICRA observes that out of these 80 blocks, the IMG had recommended a de-
allocation of 18 blocks after the review process, but final de-allocation notices are yet to be sent by the Ministry of Coal, as the matter remains sub-judice. 
Moreover, of the remaining 138 blocks (i.e. 218 blocks less 80), the Ministry of Coal has sent show-cause notice to 8 additional blocks for delays in mine 
commissioning, and has set a deadline of November 2014 for receiving stage II forest clearance.  
 

Table 4: Status of captive coal blocks before the SC order 
 

 
 
 
 
 
As the progress in captive coal mining by the 
allottees remained quite unsatisfactory, end user 
sectors, especially the power and iron & steel, 
were facing high regulatory risk of penal action on 
the blocks allocated to them. The recent SC order 
now provides clarity on the same.  
 
 
 
 
 
 
 
 
 

Source: Ministry of Coal, ICRA Research  
 
 

                                                           
3
 These 80 de-allocations have been made prior to the Supreme Court (SC) order dt. September 24, 2014 

4
 Includes the Gotitoria (East) and Gotitoria (West) coal blocks of BLA Industries Pvt. Ltd., allocated under section 3(3)(c)(i) of the CMN Act – related to mining in isolated small pockets 

not amenable to economical development and not requiring rail transport  

  Without  
Forest Cover 

With  
Forest Cover 

Open Cast Mine 36 mts. 42 mts. 

Underground Mine 48 mts. 54 mts. 

  Nos. Geological Reserve 
(billion tonne) 

Allocated Captive Blocks 218 50.5 

Deallocated by MoC 62 16.0 

Recommended for Deallocation by IMG, but matter sub-judice 18 2.6 

Remaining Blocks 138 31.9 

Sector-wise break-up of 138 blocks   

Power 75
4
 22.6 

Iron & Steel 30 3.6 

Cement 2 0.2 

Commercial 31 5.5 

Current Status of 138 blocks   

Operational blocks 40 4.2 

Blocks expected to be operational in FY15 6 2.1 

Non-operational blocks which were sent show-cause notice 8 0.8 

Non-operational blocks which were not sent show cause-notice 84 24.8 
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THE SUPREME COURT JUDGEMENT  
 

The Hon’ble Supreme Court has declared that all captive coal block allocations made since 1993 were ‘illegal’, and subsequently de-allocated all coal blocks 
(except a few) 
On 25

th
 August 2014, the Hon’ble Supreme Court of India (SC), acting on a public interest litigation (PIL) filed before the Court, issued a judgment terming all captive 

coal block allocations since 1993 as illegal, on account of non-transparent, inconsistent and adhoc processes followed for allocating coal blocks to private and State 
Government entities, under the Screening Committee and/or Government Dispensation routes. 
 
Key Highlights of SC’s observations (dt. August 25

th
 2014):  

 
 On Screening Committee/captive dispensation: The SC has observed in its judgment that the Screening Committee guidelines for coal block allocations 

through captive dispensation did not contain any objective criterion for determining the merits of applicants, and lacked in transparency, healthy 
competition, and an equitable treatment. No consistent or uniform norms were applied to ensure that there was no unfair distribution of coal. The 
Screening Committee primarily relied upon the information supplied by the applicants without laying down any method to verify applicant’s experience in 
the end-use project (for which allocation of coal block was sought), thereby resulting in certain coal blocks with reserves on the higher side being 
recommended for allocation to companies with lower requirement. 

 On Government dispensation: The allocations of coal blocks through Government dispensation route is also illegal, since it is impermissible as per the 
scheme of the Coal Mines (Nationalization) Act 1973 (CMN Act), to allocate coal blocks to State owned companies for commercial mining. Section 3(3) of 
the CMN Act specifies that only a unit engaged in the production of iron and steel, cement, syn-gas, generation of power, or washing of coal is entitled for 
the allocation of coal blocks, in addition to the Central Government, a Central Government company, or a Central Government corporation. This may 
disallow State Government companies to engage in commercial coal mining. 

 On joint venture (JV) companies between State owned PSUs and private sector companies: Since allocation of coal is permissible only to those categories 
under Section 3(3), the joint venture arrangement

5
 between a State PSU and an ineligible private company for the mining of coal is also impermissible as 

per the provisions of the CMN Act. 
 On joint allocation of coal blocks: The allocation of a single coal blocks to a group/consortium of companies with a designated leader undertaking the 

mining operations, and selling the mined coal to the other group members at a Government determined price is in contravention of the CMN Act.  
 Coal diversion from blocks allotted to UMPPs is not allowed: The 12 coal blocks allocated to UMPPs would not be impacted as they have been awarded 

through competitive bidding of end-user tariffs. However, the coal blocks allocated for an UMPP would only be used for that UMPP, and no diversion of 
coal for commercial exploitation would be permitted. 

 

Subsequent to the observations on August 25
th

 2014, the SC delivered its final verdict regarding captive coal mining on September 24
th

 2014. The salient features of 
the same are highlighted below: 
 

Key Highlights of SC’s final verdict (dt. September 24
th

 2014): 
 

 Out of the 218 coal blocks, all blocks excluding a few, fulfilling certain conditions (discussed below), have been de-allocated. 
 The operational coal blocks will continue with coal production till March 31

st
 2015 

 Coal India Limited will run the operating coal mines from April 1
st

 2015, till those are re-allocated by the Government 
 An additional levy @ Rs 295/tonne of coal produced since staring of coal production will have to be paid by the respective allottees 
 The SC judgment does not cover lignite blocks 

 

                                                           
5
 Around 50% of coal production from captive blocks was contributed by JV companies between State owned PSU and a private entity; details of coal mining by JV companies is given 

in Annexure II 
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The SC has cancelled all coal blocks allocated through the Screening Committee and Government dispensation routes, except the Tasra coking coal block of Steel 
Authority of India Ltd. (currently operational), and the Pakri-Barwadih coal block of NTPC Ltd. (expected to be operational in FY15), because both these blocks were 
allocated to Central Government companies who have not formed any JV for coal mining. In addition, the 2 operational blocks allocated to the Sasan UMPP (Moher 
and Moher-Amlori Extn) has also been retained. A list of 40 operational coal blocks, and an additional 6 blocks which were likely to commence coal production in 
FY15 is shown in Annexure I. It is uncertain if 5 (excluding the Pakri-Barwadih coal block of NTPC Ltd., which has been exempted in the SC order) of the 6 under-
development mines will commence operations, unless they have already done so, in view of the latest developments. 
 
IMAPCT ASSESSMENT  
 

Given the sector-wise distribution of coal blocks, it is apparent that the most significant impact of this judgement is being felt  by power and iron & steel players. In 
the following sections, this note estimates the impact on the power and iron & steel sectors. 
 
A) Impact on the Power Sector 
 
A majority of coal blocks allocated to the Power Sector are yet to commence production 
Between 1993 and 2010, the Government of India (GoI) allocated 17

6
 coal blocks to 27 private IPPs (Independent Power Producers) via the screening committee 

route. Of these 17 coal blocks, only three coal blocks are currently operational, while 8 coal blocks are non-producing and 6 blocks have been de-allocated. During 
this period, GoI also allocated 41 coal blocks to state owned power generating companies (GENCOs)/state owned corporations, 14 coal blocks to central sector 
generation utilities and 12 coal blocks towards ultra mega power projects (UMPPs), majority of which remain non-operational, while 7 coal blocks allocated to state 
GENCOs and 7 coal blocks allocated to central utilities have been de-allocated. Further coal blocks were also allocated to private companies for captive power 
generation, majority of which remain non-operational. 
 

Table 5: Status of Coal Blocks allocated to Power Sector  
[Private and State / Central Owned Power Generating Companies] 

 No of Coal Blocks 

 Allocated Producing Non-producing De-allocated 

Private IPPs 17 3 8 6 

State GENCOs/ PSUs 41 16 18 7 

Captive Power Generation 19 1 12 6 

Central Sector Utilities 14 1 6 7 

UMPPs  12 2 10 - 

Total 95 23 48 24 

Source: ICRA Research, Ministry of Coal 

 
  

                                                           
6
 Excluding coal blocks allocated to UMPPs 



 
ICRA LIMITED 9 

Affected private IPP and State GENCO capacity is estimated at 18 GW and 19 GW respectively, which is mix of under construction & operational as on July 2014 
As per ICRA’s estimates, the overall capacity

7 
in private IPP segment that would be affected is around 18 GW, comprising a mix of operational (6.3 GW as on July 

2014) and under-construction projects (11.4 GW expected to become operational over the next 2 year period). The affected capacity in the state sector is estimated 
at 19 GW, which includes operational capacity of 9.9 GW as on July 2014 and under-construction project capacity of 8.9 GW, which is expected to be operational 
over the next 2-3 year period.  
 

                Remarks 

Impact  As all the captive blocks are cancelled, fuel supply risks for the affected power generation projects have vastly increased in the near to medium term, 
till such blocks are re-auctioned in a timely manner. While mining is permitted from the operational coal blocks till March 2015, availability of coal 
thereafter would critically depend upon the timeliness in take-over of mining operations by Coal India Ltd or allocation of such coal blocks through 
bidding route by the Government of India.  
 

 As per ICRA’s estimates, steam coal demand from the affected power projects in private and state sectors is estimated at about 160 MMT by FY 
2017/18. Any delays in allocation of coal blocks through bidding route would lead to dependence upon coal sourcing from open market i.e. through e-
auction or coal imports, given the shortages in domestic coal availability. Given that majority of the affected power projects are scheduled to be 
completed over next 2-3 year period, ICRA expects significant timing lag in availability of coal even though such blocks are re-allotted through a 
bidding route. This in turn is likely to increase the fuel cost of generation, which would impact their cost competitiveness. Moreover, cost of 
generation based on imported coal would remain exposed to volatility in steam coal price level internationally and INR-USD exchange rate. In turn, 
this will lead to escalation in the power procurement cost for the distribution utilities which further would put pressure on retail tariffs for the 

consumers. On illustrative basis, the variable cost of generation for an entity is likely to increase by Rs. 0.78 per unit in case of dependence on e-

auction coal, while the same is expected to increase by Rs. 2.49 per unit in case of use of imported coal, as against the cost of generation of Rs. 0.7 

per unit based on captive coal. In turn, this will lead to escalation in the power procurement cost for the distribution utilities and consequently retail 
tariffs for the consumers.  

 
 Out of the affected capacity in private segment, about 53% (9.5 GW) have firm power purchase agreements (PPA) with distribution utilities within 

which about 50% capacity is competitively bid and balance 50% is based on cost-plus tariff principles. Thus, projects based on captive coal block with 
competitively bid PPAs where fuel cost variation is not a pass-through, would be most affected given that a) in the absence of captive coal, projects 
will be dependent upon other costlier sources and b) even in case of coal based on auction route, cost of mining is expected to be higher due to 
production linked payments & competitive bidding involved. However, in case of cost-plus based projects, such fuel cost increase is a pass-through, 
which will enable the projects to mitigate the fuel price risk. Also, in case of State GENCO capacity, any increase in fuel cost due to dependence on 
costlier sources of fuel owing to cancellation of coal blocks shall be passed on to the state distribution utilities given the cost plus nature of the tariffs, 
putting pressure on retail consumer tariffs.  
 

 Overall, timeliness in auction process by Government of India for the cancelled blocks would remain critically important, so as to also revive the fresh 
investment plans in the power sector as well as to address the fuel supply risks, in ICRA’s view. Given the mining reserves in the cancelled blocks, 
investment potential for power projects is estimated at about 100-120 GW, assuming 50% of the reserves are technically feasible to extract. 

 
 

                                                           
7 Including projects with non-producing coal blocks 
8 Assumptions: Station heat rate 2450 Kwh/kcal, Coal GCV of 4000 Kcal/Kg, cost of overburden removal at Rs. 75 per cubic meter, mining cost of Rs. 50 per MT with mine stripping ratio of 4:1; e-auction coal 
price assumed to be 100% higher than CIL notified coal price 
9Imported coal GCV of 4200 Kcal/Kg, imported coal price of 40 USD/MT with shipping charges of 12 USD/MT at INR 60 per 1 USD ; Distance from port of 1000 KM, rail transport charges of Rs. 1.25 /MT/KM, 
port handling charges of Rs. 300/MT and coal cess of Rs. 100/MT 
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 Table 6: Status of Operational and Under-construction Private IPPs with captive coal blocks (Capacity figures in MW) 

 IPP 
Capacity 

 

Under-
construction 

(UC) 

Operational 
as on June 

2014 

Captive coal 
block based 

Capacity 

Expected CoD 
for UC 

Coal 
reserves in 

MMT 

Tapering 
linkage 

Off-taker utility 
PPA 

capacity 
Fuel charge pass-

through 

Adhunik Power and Natural 
Resources Limited 

540 
 

540 540 
 

68.94 Yes 
Jharkhand 
Tamil Nadu 
West Bengal 

351 
Yes for 135 MW; 
Competitively bid 

for 216 MW  

Athena Chhattisgarh Power 
Limited 

1200 1200 
 

600 FY2015/16 99.12 No Chhattisgarh 623 Yes for 473 MW 

CESC Limited 1225 
 

1225 700 
 

140.47 No CESC 1225 Yes 

DB Power Limited 1200 1200 
 

600 FY2015/16 91.67 Yes 
Tamil Nadu 
Rajasthan 

618 
Competitively Bid; 

No 

Essar Power (MP) Limited 1200 600 600 1200 
 

144 No Madhya Pradesh 150 Yes for 150 MW 

Essar Power Jharkhand 
Limited (Tori TPP Phase-I) 

1200 1200 
 

1200 FY 2017/18 110 No Bihar 750 
Competitively bid; 

No 

Essar Power Jharkhand 
Limited (Tori TPP Phase-II) 

600 600 
 

600 FY 2017/18 83 No Bihar 240 
Competitively Bid; 

No 

GMR Kamalanga Energy 
Limited 

1050 
 

1050 550 
 

112 Yes 
Odisha 

Haryana 
Bihar 

823 
Yes for 263 MW; 
Competitively bid 

for 560 MW  

Goindwal Sahib TPP by GVK 
power 

540 
 

540 540 
 

110 No Punjab 540 Yes 

Jas Infrastructure and 
Power Limited 

1320 1320 
 

1320 FY2015 110 No - - - 

Jindal India Thermal Power 
Limited 

1200 1200 
 

600 FY2015 96.84 No Odhisa 156 Yes for 156 MW 

Jindal Power Limited 1000 
 

1000 1000 
 

246 No Tamil Nadu 200 
Competitively Bid; 

No 

Lanco Babandh TPP 1320 1320 
 

660 FY2015/16 112 No Odisha 753 
Yes for 330 MW 
No for 423 MW 

RKM Powergen Private 
Limited 

1440 1440 
 

550 FY2015/16 99.12 Yes Chhattisgarh 540 Yes for 540 MW 

Sterlite Energy Ltd: Odisha 
TPP 

1000 
 

1000 1000 
 

112 Yes Odhisa 750 Yes 

Vandana Vidyuth Limited 540 405 135 540 FY2015/17 53.52 Yes Chhattisgarh 203 Yes for 203 MW 

Visa Power Limited 1260 600 
 

600 FY2016 99.12 No Chhattisgarh 425 Yes for 425 MW 

KSK Mahandi Power 
Company Limited# 

3600 3000 600 3600 FY2015/16 560.2 
Yes for 1800 

MW 

Uttar Pradesh 
Gujarat 

Tamil Nadu 
Andhra Pradesh 

Chhattisgarh 

3135 
Yes for 225 MW 
No for 2910 MW 

Jaiprakash Power Ventures 
Limited – Nigrie Project# 

1320 660 660 1320 FY2015 250 No 
Madhya Pradesh 

Jaiprakash 
Associates 

660 Yes 

Total 22755 14745 7350 17720  2698   12141  

Source: ICRA Research, Ministry of Coal, Company Data;  
#Fuel supply from coal blocks allocated to state government entities in return for sale of power at subsidized rates 
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Table 7: Details on State owned Projects linked to Captive Coal blocks (Capacity figures in MW) 

State owned Generation Utility Capacity  
 

UC Operational 

Rajasthan Rajya Vidyuth Utpadan Nigam 
Limited - Chhabra TPP Unit 3, 4, 5 & 6 

1820 500 1320 

Rajasthan Rajya Vidyuth Utpadan Nigam 
Limited - Kalisindh TPP 

1200 600 600 

Punjab State Power Corporation Ltd 2620  2620 

West Bengal State Power Development 
Company Ltd 

3860  3860 

Karnataka Power Corporation Ltd - Bellary TPS 1000  1000 

Andhra Pradesh State Power Generation Co. Ltd 
- KTPP Stage II 

600 600  

Chhattisgarh State Electricity Board - Marwa 
TPP 

1000 500 500 

Gujarat State Electricity Corporation Ltd 2100 2100  

Maharashtra State Power Generation Company 
Limited - Chandrapur 

1000 1000  

Maharashtra State Power Generation Company 
Limited - Koradi 

1980 1980  

Maharashtra State Power Generation Company 
Limited - Parli 

250 250  

Jharkhand State Electricity Board  – Patratu 1320   

Jharkhand State Electricity Board – 
Bhawnathpur 

1320   

Tenughat Vidyut Nigam Limited 2640   

Odisha Power Generation Corporation Limited 2640 1320  

TNEB-Lanco JV 3000   

Uttar Pradesh Rajya Vidyut Utpadan Nigam 
Limited 

2520   

     

Total State GENCO Capacity  
(Operational and Under Construction) 

 18750  

Source: ICRA Research 
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Table 8: Year wise coal production from captive coal blocks allocated to Power sector 

Company Name 
Operational Coal 

Block 

  Coal Output in Million MT  

Till 
FY2007* 

FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 FY2014
#
 

Aggregate till 
March'14 

CESC Limited/ RPG 
Industries 

Sarisatolli 

43.32 

2.75 2.98 3.21 2.93 3.76 3.13 3.13 
21.90 

Jindal Power Limited 
Gare Pelma IV/2 & 

IV/3 
0.58 4.89 6.05 5.69 5.25 5.25 5.25 

32.95 

Rajasthan Rajya 
Vidyuth Utpadan 
Nigam Limited 

Kanta Basan &  Parsa 
East      

0.29 0.29 
0.59 

Punjab State Power 
Corporation Ltd 

Pachwara Central 3.80 6.18 8.48 8.41 8.31 6.93 6.93 
49.02 

West Bengal State 
Power Development 
Company Ltd 

Barjora 0.00 0.00 0.12 0.25 0.21 0.26 0.26 
1.10 

West Bengal State 
Power Development 
Company Ltd 

Tara (West) & Tara 
(East) 

4.23 4.13 3.30 2.88 2.68 3.01 3.01 
23.23 

Karnataka Power 
Corporation Ltd  

Manora Deep, Kiloni 
and Baranj I, II, III & IV 

0.00 0.99 2.25 2.28 2.19 2.51 2.51 
12.72 

Hindalco Industries Talabira I 1.47 2.07 2.33 2.29 2.36 2.24 2.24 14.98 

Damodar Valley 
Corporation 

Barjora (North) 
   

0.02 1.13 1.84 1.84 
4.82 

Total 43.32 12.83 21.24 25.74 24.74 25.89 25.44 25.44 204.63 

Source: ICRA Research, Ministry of Coal;*Company wise estimates not available prior to FY2008; #Estimated based on FY2013 numbers 

 

As on March 31, 2014, the aggregate production from the coal blocks allocated to private and state sector power generating companies is estimated at 204.63 
million MT. Given the imposition of penalty by SC at the rate of Rs. 295/MT of coal output from these mines, the aggregate liability on these operational projects is 
estimated at Rs. 60 billion based on mining output till March 31, 2014, thus adversely affecting the operational projects in private and state sector. About 60% of this 
penalty is attributed to state sector utilities, mainly in the states of Punjab, West Bengal, Karnataka and Rajasthan; while balance 40% pertains mainly towards 
private sector utilities. 
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De-allocation of coal blocks would lead to significant fuel supply risks for the affected power generation capacity in the near term and result into an increased 
dependence on imported coal, till such blocks are re-auctioned in a timely manner… 
As seen in Chart 4 below, subdued growth in domestic coal production coupled with slow progress in production from captive coal blocks has resulted in increased 
dependence on imported coal. Steam coal imports stood at 125 MMT in FY2014 increasing by 23% over the previous year. Out of 218 coal blocks allocated for 
captive use till 31st March, 2013, 36 coal blocks (19 in power sectors, 13 in Iron and Steel, 2 in Govt. Commercial and 2 in private commercial) have started 
production and in the FY 2012-13, total production from the captive coal blocks was reported at 37.04 MT within which the contribution of the coal blocks allocated 
to the power sector was 25.59 MT and that of Iron and Steel 10.72 MT [Source: Ministry of Coal, GoI].  
 
With entire de-allocation for all the captive coal blocks by Supreme Court, coal demand for the affected power generation capacity in the private and state sectors 
(which is based on captive coal blocks and likely to be operational by FY16/17 end) is estimated at about 160 MMT by FY 2017/18. This in turn reflects significant fuel 
supply risks for the affected capacity in the near to medium term which would result into an increased dependence imported coal, till such blocks are re-auctioned 
in a timely manner. Further, such capacity remains exposed to risk of variation in international coal prices as well as to exchange rate fluctuations, in case of 
dependence on imported coal.  
 

 
Source: ICRA Research  

3% 

5% 6% 6% 5% 

8% 

10% 

12% 

20% 
21% 

0% 

5% 

10% 

15% 

20% 

25% 

0 

20 

40 

60 

80 

100 

120 

140 

FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011  FY 2012 FY 2013 FY2014 

M
M

T 

Chart 4: Trends in Coal Imports 

Steam Coal (LHS) % Mix of Steam Coal Imports in Overall Coal Consumption (RHS) 

89 
85 85 

82 

77 77 79 78 
80 82 80 

77 
75 74 

52 50 50 49 
46 46 46 47 48 49 48 47 45 44 

47 46 46 44 
42 42 42 43 44 44 44 42 41 41 

30 

40 

50 

60 

70 

80 

90 

100 

U
SD

/M
T 

Chart 5: Trends in Indonesian Coal Price Index 

HBA (GCV-6322 Kcal/Kg) Coal (GCV - 4400 Kcal/kg) 

Coal (GCV - 4200 Kcal/kg) 



 
ICRA LIMITED 14 

B) Impact on the Iron & Steel Sector 
 

The de-allocations would impact 12.62 million tonne per annum of coal production from operational captive blocks used by iron & steel manufacturers  
 

As of now, there are 13 operational coal blocks pertaining to the iron & steel industry, which is expected to contribute an annual production of 12.69 MTPA in the 
current financial year. The SC order on across the board de-allocation would have a direct impact on ~8.5 MTPA of operational steel capacity and ~1713 MW of 
operational captive power plant linked to these 13 operational coal blocks. In addition, around 4.75 MTPA sponge iron is also linked to these 13 captive blocks, which 
is being charged with pig iron and scrap to produce steel through the electric arc furnace and/or induction furnace route. As per quick calculations, a sponge iron 
capacity of 4.75 MTPA can support a flue gas based captive power plant of ~356 MW. The cost of power generated in such a plant is highly competitive because of 
low fuel costs. Therefore, there is a dependence on external coal for the remaining 1357 MW of capacity. The coal block de-allocations will not only increase the cost 
of production of sponge iron (and therefore steel) of these players, but it would lead to an increase in power generation costs too, impacting these players twice.  
  

Table 9: Operational captive coal blocks for iron & steel industry 

Sl. No. Block Name Block Type Company Name Geological 
Reserve 

(million tonne) 

Mine  
Capacity 
(MTPA) 

FY15  
Exp. Prod. 

(MTPA) 

End Use Plants 

 Non-Coking Coal Blocks 

1 Gare-Palma-IV/1  Non-Coking Jindal Steel & Power Ltd.  124.0 6.00 6.00 3 MTPA steel capacity at Raigarh 
(having 1.37 MTPA sponge iron 
capacity and 1.67 MTPA blast furnace 
capacity) and 851 MW captive power 
plant (CPP) 

2 Gare-Palma-IV/7  Non-Coking Sarda Energy & Minerals Ltd. 
(formerly Raipur Alloys & Steel 
Ltd.)  

156.0 1.20 1.20 0.2 MTPA steel capacity (having 0.36 
MTPA sponge iron capacity) and 81.5 
MW CPP 

3 Gare-Palma-IV/5  Non-Coking Monet Ispat & Energy Ltd.  126.0 1.10 1.00 1.5 MTPA steel capacity (having 
sponge iron capacity of 1 MTPA) and 
230 MW CPP 

4 Gare-Palma-IV/4  Non-Coking Jayaswal Neco Industries Ltd.  125.0 1.00 1.00 0.3 MTPA steel capacity (having 0.26 
MTPA sponge iron capacity) and 54.5 
MW CPP 

5 Chotia  Non-Coking Prakash Industries Ltd.  34.5 1.00 1.00 0.7 MTPA steel capacity (having 0.6 
MTPA sponge iron capacity) and 100 
MW CPP 

6 Kathautia  Non-Coking Usha Martin Ltd.  29.8 1.00 0.80 1 MTPA steel capacity (having 0.5 
MTPA sponge iron capacity and 0.6 
MTPA blast furnace) and 135 MW CPP 

7 Ardhagram  Non-Coking Sova Ispat Ltd. 243.0 0.40 0.30 0.15 MTPA sponge iron capacity and 
15 MW CPP 

Jai Balaji Industries Ltd. 
(formerly Jai Balaji Sponge Ltd.)  

0.91 MTPA steel capacity (having 0.11 
MTPA sponge iron capacity) and 101 
MW CPP 

8 Belgaon  Non-Coking Sunflag Iron and Steel Ltd. 15.3 0.27 0.24 0.36 MTPA steel capacity (having 0.26 
MTPA sponge iron capacity) and 30 
MW CPP 
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Sl. No. Block Name Block Type Company Name Geological 
Reserve 

(million tonne) 

Mine  
Capacity 
(MTPA) 

FY15  
Exp. Prod. 

(MTPA) 

End Use Plants 

9 Marki Mangli-II  Non-Coking Topworth Urja & Metals Ltd. 
(formerly Veerangana Steel Ltd.) 

9.0 0.30 0.21 0.07 MTPA steel capacity (having 0.06 
MTPA sponge iron capacity) and 100 
MW CPP 

10 Marki Mangli-III  Non-Coking 6.0 0.21 0.15 

11 Marki Mangli-I  Non-Coking B.S. Ispat Ltd. 34.3 0.30 0.08 0.07 MTPA sponge iron capacity and 
15 MW CPP 

 Coking Coal Blocks 

12 Tasra 
10

 Coking Coal Steel Authority of India Ltd.  285.0 4.00 0.07 Linked to SAIL’s 5 integrated steel 
plants  

13 Parbatpur-Central  Coking Coal Electrosteel Castings Ltd  231.2 1.80 0.64 0.25 MTPA pig iron capacity, and 0.28 
MTPA ductile iron pipe manufacturing 
capacity 

  Total captive coal production from iron & steel sector 1419.10 18.58  12.69   
Source: Ministry of Coal, Company Presentations, Ministry of Environment & Forests, ICRA Research 

 

From the table, it can be observed that the highest captive coal production has been reported by Jindal Steel & Power Ltd., whose Gare-Palma-IV/I block currently 
produces around 6 MTPA of non-coking coal for feeding its steel plant and captive power units at Raigarh. Other iron & steel players that would get impacted include 
Monnet Ispat & Energy Ltd., Jayaswal Neco Industries Ltd., Sarda Energy & Minerals Ltd., Prakash Industries Ltd. and Usha Martin Ltd., all of whose blocks have a 
production of at least 1 MTPA, feeding their respective steel/sponge iron units, and captive power plants. ICRA also notes that though coal production is yet to 
commence from 29 more blocks allocated to companies engaged in iron & steel

11
, many of the allottees have already made significant investments towards mine 

development and end-use projects. While investments made in coal block development and other related areas may become a sunk cost for such companies, 
investments made in downstream projects need not be so, since they can still run on coal procured from other sources. However, the returns from such projects are 
likely to suffer because of an increase in coal costs, which have been estimated in the subsequent section in this note.  
 
 

 

Additional levy @ Rs 295/tonne of coal mined since inception is expected to lead to a financial burden of ~Rs 29 billion for iron & steel manufacturers 

The SC has invoked an additional levy from mine allottees @ Rs 295/tonne of coal produced since inception of mining operations. This levy is payable by all 
companies having operational coal blocks (except SAIL’s Tasra coal block and Sasan UMPP’s Moher and Moher-Amlori Extn coal blocks) by December 31, 2014. As 
per ICRA’s estimate, the levy would lead to a financial burden of Rs 29 billion (refer Annexure III) for iron & steel manufacturers for coal production till FY14. This 
levy would be payable for captive coal production in FY15 as well and therefore would depend upon the actual coal productions by the above players in the current 
financial year. 

 

  

                                                           
10

 Except SAIL’s Tasra coal block, the remaining 12 operational coal blocks allotted to iron & steel players stands de-allocated 
11

 These 29 blocks have a peak rated capacity of 62.86 MTPA 
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Sponge iron sector and steel makers using the sponge iron route to be worst affected   
 

Even with the sponge iron industry operating at an utilization level of around 55%, coal 
from Government companies (either through linkages or e-auctions) accounted for only 
around 45-50%

12
 of the industry’s non-coking coal requirements in FY13 and FY14. Another 

40-45% of the total coal requirements of the sponge iron industry were met from 
operational captive coal blocks, and the balance was met from coal imports. During FY14, 
around 10 million MT (est.) of non-coking coal from these captive blocks was used in 
sponge iron production.  
 

The de-allocation would result in these players needing to replace the captive coal by coal 
from other sources like linkage coal, e-auction or imports. Given that the amount of coal 
available at domestic e-auctions is also expected to be reduced going forward, it is likely 
that most of this coal requirement would be met from either Coal India (assuming the 
existing coal block allottees can secure linkages from April 2015) or imports of non-coking 
coal. 
 
ICRA has tried to tabulate the impact of this de-allocation on the cost structure sponge 

iron players with operational captive coal blocks in Table 10 and Table 11 below for two scenarios, viz. a pessimistic scenario (dependence on imported coal) and an 
optimistic scenario (availability of linkage coal) respectively. The calculations show that production costs of sponge iron and finished steel products could go up by 
around (a) Rs. 4,088 and Rs. 3,056 and (b) Rs. 1,021 and Rs. 763 respectively per MT under the pessimistic and optimistic scenarios, without considering the 
differential in inland freight. Since it is not certain if these companies will be given linkage coal from FY15 for the loss of their captive coal, they may eventually end 
up procuring coal from both the above sources, whereby the impact on their costs would be between the two extreme cases highlighted above. 

Table 10: Impact of substituting captive coal by imported coal on production of DRI and secondary steel 

GCV range assumption for mined coal G9 Price of imported coal (South Africa, FOB) (USD/MT) 70 

Cost of coal mining (Rs/MT)
13

 652 Exchange rate USD/INR 60 

Royalty (Rs/MT) 183 Landed cost of coal at port (Rs/MT)
14

 5,100 

Duties and cess (Rs/MT) 168 Import duty and cess (Rs/MT) 228 

Cost of coal at mine (Rs/MT) 1,004 Landed cost of coal (Rs/MT) 5,328 

Specific consumption of domestic coal per MT of DRI 1.5 Specific consumption of domestic coal per MT of DRI 1.05 

Cost of coal required per MT of DRI (Rs/MT) 1,506 Cost of coal required per MT of DRI (Rs/MT) 5,594 

Cost increase per MT of DRI as result of substituting captive coal by imports (Rs/MT) 4,088 

Cost increase in billet production (Rs/MT)
15

 3,056 

Likely impact on OPM of DRI manufacturing operations
16

 19% 

Likely impact on OPM of billet producing operations
17

 10% 

                                                           
12 Assuming a requirement of 1.4-1.5 MT of domestic thermal coal per MT of sponge iron production, and actual levels of sponge iron production and domestic coal supply  
13 Assumed at same level as average cost of operations of Coal India Limited during FY14 
14 Freight between South Africa and ports at Eastern India, assumed to be 15  USD/ MT 
15 Assuming a mix of DRI: Scrap at 65:35 ratio in the EAF/IF, all other things remaining same 
16 At ex-works base price of Rs. 22,050/MT for DRI 
17 At ex-works base price of Rs. 30,600/MT for billets 
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However, if the operating blocks are handed over to CIL and these companies are able to procure the coal from these blocks at CIL notified prices, then the decision 
would have a lower impact on the cost of these players, as shown in the table below -  

Table 11: Impact of substituting captive coal by linkage coal from Coal India on production of DRI and secondary steel 

Cost of coal mining (Rs/MT) 652 Notified price of CIL coal (Rs/MT)
18

 1,310 

Royalty (Rs/MT) 183 Royalty (Rs/MT) 183 

Duties and cess (Rs/MT) 168 Duties and cess (Rs/MT) 191 

Cost of coal at plant (Rs/MT) 1,004 Cost of coal at plant (Rs/MT) 1,684 

Cost of coal required per MT of DRI (Rs/MT)
 19

 1,506 Cost of coal required per MT of DRI (Rs/MT) 2,527 

Cost increase per MT of DRI as result of substituting captive coal by CIL coal (Rs/MT) 1,021 

Cost increase in billet production (Rs/MT) 763 

Likely impact on OPM of DRI manufacturing operations 5% 

Likely impact on OPM of billet producing operations 2% 

 

Integrated steel producers using blast furnace route to be relatively less affected 

Compared to the sponge iron sector, the impact on the blast furnace operators with captive coking coal blocks would be relatively moderate. Blast furnace players 
use coking coal, which is converted to coke and used to reduce iron ore in the blast furnace. However, domestic coking coal has high ash content and hence, can 
only be used after blending with imported coking coal. Nonetheless, usage of domestic coking coal from captive mines does reduce the overall cost of coking coal. 
Under such a scenario, we find that the impact of a de-allocation of coking coal blocks and substitution of domestic coking coal by imports would adversely impact 
the cost structure of the blast furnace players to some extent. However, the impact on cost structure would be lower than that for sponge iron players, with cost of 
hot metal production likely to go up by around Rs. 1,378/MT. The following table shows the calculation of the same. 
 

Table 12: Impact of substituting captive coal by imported coal on production of hot metal and HRC 

Assumption on domestic coking coal quality Steel grade I Price of imported coal (Australia, FOB) (USD/MT) 120 

Cost of coal mining (Rs/MT)
20

 2,121 Exchange rate USD/INR 60 

Royalty (Rs/MT) 708 Landed cost of coal at port (Rs/MT)
21

 8,040 

Duties and cess (Rs/MT) 292 Import duty and cess (Rs/MT) 301 

Cost of coal at mine (Rs/MT) 3,121 Landed cost of coal at port (Rs/MT) 8,341 

Specific consumption of coking coal per MT of hot metal produced 0.88 

Cost of coking coal per MT of hot metal assuming a mix of domestic and imports (Rs/MT)
22

 5,962 

Cost of  coking coal per MT of hot metal assuming 100% imports (Rs/MT) 7,340 

Cost increase per MT of hot metal production due to 100% imports (Rs/MT) 1,378 

Cost increase in HRC production (Rs/MT) 1,543 

Likely impact on OPM of HRC manufacturing operations 4% 

 

                                                           
18 Assuming coal in GCV band G9 
19 Assume 1.5 MT of coal requirement per MT of sponge iron 
20 Assumed at same level as cost of operations as Bharat Coking Coal Limited during FY14 
21 Freight between Australia and ports at Eastern India, assumed to be 14 USD/ MT 
22 Assuming a domestic to import coking coal mix of 30:70 
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Like in the case of sponge iron players, the impact on cost structure will be further reduced in an optimistic scenario, i.e. in the event captive coal can be replaced by 
linkage coal from Coal India (estimated cost increase for hot metal and HRC of Rs. 810 and Rs. 908 respectively).  

Overall, for primary steel producers with operational coal blocks, the cost of operations is expected to go up significantly, whether they replace the captive coal by 
linkage coal from Coal India or e-auctions or imports. The additional compensatory payment of around Rs. 29 billion to be paid within December 31

st
, 2014 is also 

likely to further affect the liquidity position of the affected players. While stand-alone secondary players are unlikely to be impacted directly by the de-allocations, 
any increase in sponge iron prices in the market, as a result of a cost push for integrated players, would push up their raw materials costs as well.  
 

OUTLOOK  

The large scale de-allocation of captive coal blocks is likely to increase fuel supply risks to the affected players and enhance operational challenges for them. Their 

profitability is also likely to be adversely impacted going forward, given the cost differentials between captively mined coal and that purchased from e-

auctions/imports. In case the affected players can secure linkages from Coal India, the extent of the downward pressure on their profitability would be lower but, 

given the tightness in coal availability in India, this is not assured as of now. In addition, these players' financial health would also be impacted by the burden of the 

additional levy and prospects of a write down of investments they had made earlier towards development of the coal blocks. While Coal India has been mandated to 

take over the operations of these de-allocated mines from April 2015, its ability to effect a smooth transition and thereby minimise operational disruptions would be 

a critical determinant of the domestic coal availability in the near to medium term. Import dependence for India's coal consumers has increased rapidly in the past 

because of the country’s inability to quickly ramp-up production to align it with the growing demand, and any delay on the part of Coal India in resuming operations 

at these mines will further aggravate the situation. Over the medium to long term, the Government's ability to quickly allocate these blocks after following 

appropriate procedures would be critical since, as per the estimates of the Working Group on Coal & Lignite, these captive blocks were to produce around 80 MTPA 

of coal by the end of the current Plan period even in a pessimistic scenario. 
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Annexure I: List of 46 Blocks which are currently operational, and expected to be operational in FY15 
 

Sl. No. Block Name Name of Company Geological 
Reserves  

( In Million Tonne)  

Current Status Exp. FY15 Prod 
(MTPA) 

  Blocks Allocated for End-Use to Power Sector 

1 Sarisatolli  RPG Industries/CESC Ltd.  140.5 Producing 2.80 

2 Talabira-I  Hindalco Industries Ltd. (Captive Power) 22.6 Producing 2.50 

3 Tara (East)  West Bengal State Electricity Board  84.5 Producing 0.80 

4 Tara (West)  West Bengal Power Development Corporation Limited  125.7 Producing 1.20 

5 Gotitoria (East)  BLA Industries Pvt. Ltd. 5.2 Producing 0.17 

6 Gotitoria (West)  BLA Industries Pvt. Ltd. 4.2 Producing 0.13 

7 Gare-Palma-IV/2  Jindal Power Ltd.  123.0 Producing 6.25 

8 Gare-Palma-IV/3  Jindal Power Ltd.  123.0 Producing 

9 Pachwara Central  Punjab State Electricity Board  562.0 Producing 7.00 

10 Gangaramchak  West Bengal Power Development Corporation Limited  10.0 Producing 0.01 

11 Barjora  West Bengal Power Development Corporation Limited  8.0 Producing 0.50 

12 Gangaramchak-Bhadulia  West Bengal Power Development Corporation Limited  4.0 Producing 0.01 

13 Baranj – I  Karnataka Power Corporation Ltd.  10.9 Producing 0.18 

14 Baranj - II  Karnataka Power Corporation Ltd.  14.2 Producing 0.23 

15 Baranj - III  Karnataka Power Corporation Ltd.  28.0 Producing 0.46 

16 Baranj - IV  Karnataka Power Corporation Ltd.  15.3 Producing 0.25 

17 Kiloni  Karnataka Power Corporation Ltd.  39.5 Producing 0.65 

18 Manora Deep  Karnataka Power Corporation Ltd.  44.7 Producing 0.73 

19 Barjora (North)  Damodar Valley Corporation  85.5 Producing 2.20 

20 Pachwara North  West Bengal Power Development Corporation Limited  125.7 Producing 4.00 

21 Moher  Power Finance Corporation Sasan UMPP  402.0 Producing 1.34 

22 Moher-Amlori Extn  Power Finance Corporation Sasan UMPP  198.0 Producing 0.66 

23 Parsa East  Rajasthan Rajya Vidyut Utpadan Nigam Ltd.  180.0 Producing 2.75 

24 Kente Basan  Rajasthan Rajya Vidyut Utpadan Nigam Ltd.  180.0 Producing 2.75 

25 Pakri-Barwadih  NTPC Ltd. 1600.0 Expected to Produce in FY15 NA 

26 Kagra Joydev  Damodar Valley Corporation  196.2 Expected to Produce in FY15 NA 

27 Tokisud North  GVK Power (Govindwal Sahib) Ltd.  92.3 Expected to Produce in FY15 NA 
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Annexure I: List of 46 Blocks which are currently operational, and expected to be operational in FY15  (Contd..) 
 

Sl. No. Block Name Name of Company Geological 
Reserves  

( In Million Tonne)  

Current Status Exp. FY15 Prod 
(MTPA) 

  Blocks Allocated for End-Use to Iron & Steel Sector 

28 Gare-Palma-IV/1  Jindal Steel & Power Ltd.  124.0 Producing 6.00 

29 Tasra  Steel Authority of India Ltd.  285.0 Producing 0.07 

30 Gare-Palma-IV/5  Monet Ispat & Energy Ltd  126.0 Producing 1.00 

31 Gare-Palma-IV/4  Jayaswal Neco Industries Ltd.  125.0 Producing 1.00 

32 Gare-Palma-IV/7  Sarda Energy & Minerals Ltd. (formerly Raipur Alloys & 
Steel Ltd.) 

156.0 Producing 1.20 

33 Marki Mangli-I  B.S. Ispat Ltd.  34.3 Producing 0.08 

34 Belgaon  Sunflag Iron and Steel Ltd  15.3 Producing 0.24 

35 Chotia  Prakash Industries Ltd.  34.5 Producing 1.00 

36 Kathautia  Usha Martin Ltd.  29.8 Producing 0.80 

37 Parbatpur-Central  Electrosteel Castings Ltd.  231.2 Producing 0.64 

38 Marki Mangli-II  Topworth Urja & Metals Ltd. 
(formerly Veerangana Steel Ltd.)  

9.0 Producing 0.36 

39 Marki Mangli-III  6.0 Producing 

40 Ardhagram  Sova Ispat Limited  243.0 Producing 0.30 

Jai Balaji Industries Ltd. 
(formerly Jai Balaji Sponge Ltd.) 

      

  Blocks Allocated for End-Use to Cement Sector 

41 Sial Ghoghri  Prism Cement Limited  30.4 Expected to Produce in FY15 0.13 

42 Mandla North  Jaipraskash Associates Ltd.  195.0 Expected to Produce in FY15 0.01 

  Blocks Allocated for Commercial Mining 

43 Namchi Namphuk  Arunachal Pradesh Mineral Dev. Corporation  27.0 Producing NA 

44 Trans Damodar  West Bengal Mineral Development Trading Corp.  103.2 Producing 1.00 

45 Amelia (North)  Madhya Pradesh State Mining Corporation  101.2 Producing 1.5 

46 Bicharpur  Madhya Pradesh State Mining Corporation  36.0 Expected to Produce in FY15 0.03 

  Total (for 46 blocks identified by Government) 6336.54   52.93 
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Annexure II: List of operational coal blocks allotted to Government companies, where mining was carried out by JVs, and have been de-allocated 

 Sl. No. Name of Coal Block Company Allotted Coal Block JV Company Undertaking Mining Operation FY15  
Expected Production 

(MTPA) 

1 Tara (East) West Bengal State Electricity Board Bengal Emta Coal Mines Ltd. 0.80 

2 Tara (West) West Bengal Power Development Corporation Limited Bengal Emta Coal Mines Ltd. 1.20 

3 Gangaramchak  West Bengal Power Development Corporation Limited  Bengal Emta Coal Mines Ltd. 0.01 

4 Gangaramchak-Bhadulia  West Bengal Power Development Corporation Limited  Bengal Emta Coal Mines Ltd. 0.01 

5 Barjora  West Bengal Power Development Corporation Limited  Bengal Emta Coal Mines Ltd. 0.50 

6 Pachwara North  West Bengal Power Development Corporation Limited  Bengal Emta Coal Mines Ltd. 4.00 

7 Pachwara Central Punjab State Electricity Board  Panem Coal Mines Ltd. 7.00 

8 Baranj – I  Karnataka Power Corporation Ltd.  Karnataka Emta Collieries Ltd 0.18 

9 Baranj - II  Karnataka Power Corporation Ltd.  Karnataka Emta Collieries Ltd 0.23 

10 Baranj - III  Karnataka Power Corporation Ltd.  Karnataka Emta Collieries Ltd 0.46 

11 Baranj - IV  Karnataka Power Corporation Ltd.  Karnataka Emta Collieries Ltd 0.25 

12 Kiloni  Karnataka Power Corporation Ltd.  Karnataka Emta Collieries Ltd 0.65 

13 Manora Deep  Karnataka Power Corporation Ltd.  Karnataka Emta Collieries Ltd 0.73 

14 Barjora (North)  Damodar Valley Corporation  DVC Emta Coal Mines Ltd. 2.20 

15 Amelia (North) Madhya Pradesh State Mining Corporation Ltd. Madhya Pradesh Jaypee Minerals Ltd. 1.50 

16 Parsa East  Rajasthan Rajya Vidyut Utpadan Nigam Ltd.  Parsa Kente Collieries Ltd.  5.50 

17 Kente Basan  Rajasthan Rajya Vidyut Utpadan Nigam Ltd.  Parsa Kente Collieries Ltd.  

18 Kagra Joydev  Damodar Valley Corporation  DVC Emta Coal Mines Ltd. - 

19 Bicharpur  Madhya Pradesh State Mining Corporation Ltd. M.P. AMRL (Bicharpur) Coal Company Ltd. 0.03 

20 Trans Damodar
23

 West Bengal Mineral Development Trading Corp. Trans Damodar Coal Mining Pvt. Ltd. 1.00 

  Total Production from JV Companies     26.25 

 

  

                                                           
23

 Mining and selling rights of coal has been given to Trans Damodar Coal Mining Pvt Ltd (TDCMPL) (a JV of Godavari Commodities Limited, BLA Project Pvt. Ltd. and Calcutta Industrial 
Supply Corporation); WBMDTCL pays mining charges and selling commission to TDCMPL 
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Annexure III: Estimated additional levy payables till FY14 of iron & steel players with operational coal blocks 

Block Name Allottee Name Cumulative Est. 
Production till Mar'14 

(Million MT) 

Levy @ Rs 295/tonne 
(Rs. billion) 

% of Total 

Gare-Palma-IV/1  Jindal Steel & Power Ltd.  73.29 21.62 74.0% 

Gare-Palma-IV/5  Monet Ispat & Energy Ltd.  7.45 2.20 7.5% 

Chotia  Prakash Industries Ltd.  7.44 2.20 7.5% 

Gare-Palma-IV/7  Sarda Energy & Minerals Ltd.  
(formerly Raipur Alloys & Steel Ltd.)  

3.46 1.02 3.5% 

Gare-Palma-IV/4  Jayaswal Neco Industries Ltd.  3.14 0.93 3.2% 

Kathautia  Usha Martin Ltd.  1.85 0.55 1.9% 

Belgaon  Sunflag Iron and Steel Ltd. 0.96 0.28 1.0% 

Marki Mangli-II  Topworth Urja & Metals Ltd. 
(formerly Veerangana Steel Ltd.) 

0.75 0.22 0.8% 

Marki Mangli-III  

Parbatpur-Central  Electrosteel Castings Ltd. 0.41 0.12 0.4% 

Ardhagram  Sova Ispat Ltd. 0.18 0.05 0.2% 

Jai Balaji Industries Ltd. 
(formerly Jai Balaji Sponge Ltd.)  

Marki Mangli-I  B.S. Ispat Ltd. 0.14 0.04 0.1% 

Total    99.06 29.22 100.0% 
Source: Ministry of Coal, ICRA Research 
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Annexure IV: Key non-operational captive coal blocks for iron & steel industry 

Sl. No. Block Name Block Type Company Name Mine Capacity 
(MTPA) 

1 Rohne  Coking Coal Jindal Steel & Power Ltd. 8.00 

Bhushan Power & Steel Ltd.  

Jai Balaji Industries Ltd.  

2 Radhikapur (West)  Non-Coking Rungta Mines Limited  6.00 

OCL India Ltd.  

Ocean Ispat Ltd.  

3 Utkal B1  Non-Coking Jindal Steel & Power Ltd.  5.50 

4 Bijahan  Non-Coking Mahaveer Ferro Alloys Pvt. Ltd. 5.26 

Bhusan Power & Steel Ltd.  

5 Radhikapur (East)  Non-Coking Tata Sponge Iron Ltd.  5.00 

Scaw Industries Ltd.  

SPS Sponge Iron Ltd.  

6 Madanpur (North) Non-Coking UltraTech Cement Ltd. 4.10 

Singhal Enterprises (P) Ltd. 

Nav Bharat Coalfield Ltd.  

Vandana Energy & Steel Pvt. Ltd.  

Prakash Industries Ltd.  

Anjani Steel Pvt. Ltd.  

Chhattisgarh Captive Coal Mining Ltd.  
(Consortium of five Companies )  

Sunflag Iron and Steel Ltd.  

7 Gare Palma IV/6  Non-Coking Jindal Steel & Power Ltd.  4.00 

Nalwa Sponge Iron Ltd.  

8 Kotre – Basantpur  Coking Coal Tata Steel Ltd. 2.96 

9 Vijay Central  Non-Coking Coal India Limited  2.70 

SKS Ispat & Power Ltd.  

10 Jamkhani  Non-Coking Bhushan Ltd.  2.60 
Source: Ministry of Coal, ICRA Research 
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