CHAPTER |
THE YEAR 2002-03 AT A GLANCE

PREAMBLE:

1.1 The Cabingt in its notification dated 30™ January, 2003 bifurcated the Ministry of
Cod & Mines into two separate Minidries namdy Minigsry of Coad and Ministry of Mines,
The Minigry of Cod is a present under the charge of one Cabinet Minister as Minister of
Cod.

1.2 The Minigry of Cod has the ovedl regponghility of determining policies and
drategies in respect of exploration and development of cod and lignite reserves, sanctioning
o important projects of high vaue and for deciding dl rdated issues  Under the
adminigrative control of the Minidry, these key functions are exercised through the public
sector undertakings, namdy, Cod India Limited and Neyvei Lignite Corporation Limited.
The Minigry of Cod dso acts in cose aswocidion with Singareni Collieries Company
Limited, which is a joint sector undertaking of Government of Andhra Pradesh and
Government of Indiawith equity capitd in the retio of 51:49

1.3 The cod resrves of India up to the depth of 1200m, have been etimated by the
Geologica Survey of Indiaat 240.78 billion tonnes as on 1.1.2003

1.4  Currently, lignite reserves in the country have been edimated a around 35362 million
tonnes, most of which, occur in Tamil Nadu. Other states where lignite deposts have been
located ae Rgasthan, Gujarat, Kerda, Jammu and Kashmir and Union Teritory of
Pondicherry

COAL PRODUCTION

15 Cod production achieved during the year 2002-2003 (up to December, 2002) has
been 239.76 million tonnes (provisond) as compared to the production of 227.36 mit.
achieved during same period of the previous year i.e. 2001-2002.

Company-wise details are given below:

(In million tonnes)(Provisond)

Company Target Actual Production Actual Production
(Apr-Dec.,2002) (Apr-Dec.,2002) (Apr. -Dec,2001)
CIL 203.36 205.73 196.31
SCCL 23.07 24.76 21.90
OTHERS 9.10 927 9.15
TOTAL 23553 239.76 227.36

1.6 About 86% of the totd cod production in the country comes from the collieries of
Cod IndiaLtd. CIL isdso the biggest supplier of cod in the country.
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DEMAND AND SUPPLY

1.7 Duing the year 2002-2003(April-December, 2002), CIL and SCCL supplied the
following quantities of cod to various consumers

COAL INDIALTD.

(Million Tomes) (Provisond)

Sector Target Offtake Actual Offtake Supply % against Tar get
(Apr-Dec,2002) (Apr-Dec,2002)

Power 155.09(2.86) 162.00(0.83) 104(29)

Sed 10.20 847 83

Looo 0.00 0.00 -

Cement 5.08 5.85 115

Fertilizer 221 178 81

Others 32,92 3172 96
Colly.Cons. 140 104 74

Tota 206.90 210.86 102

Note Thefiguresin brackets indicate washery middlings.

SINGARENI COLLIERIESCOMPANY LTD.
(Million Tonnes) (Provisiond)

Sector Target Offtake Actual Offtake Supply % against Target
(Apr-Dec,2002) (Apr-Dec,2002)
Power 18.23 1951 107
Lo - - -
Cament 277 3.30 119
Fertilizer - - -
Others 1.89 2.22 117
Colly.Cons. 013 0.09 73
Totd 23.02 25.12 109

During 2002-2003(April-December,2002) offtake of cod  from SCCL has been
2512 million tonnes agang target of 2302 million tonnes This reflects a demand
satisfaction of 109%.

NEYVELI LIGNITE CORPORATION

1.8 The table bdow indicates the mgor products of Neyvei Lignite Corporation and ther
repective targets for the year 200203 and actud performance up to the end of December
2002.

Product Target for 200203 Achievement April, 2002 to
December, 2002

Lignite LT 199.50 125.93

Power Generation MU 14638.00 10719.09

Power Export MU 12058.00 9027.20

Urea T 120000 0.00

Raw lignite sdles T 800000 158652

Lignite Sdesto ST -CM S T 1250000 275817.39

PRICE OF COAL

1.9 Prior to 1.1.2000 the Centrd Government was empowered under section 4 of the
Colliery Control Order, 1945, as continued in force by the Essentid Commodities Act, 1955
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to fix the grade-wise and colliery-wise prices of cod. The prices of the administered grades
of cod were lagt revised wef. 17.694. The price notification had been amended in
December 1995, January 1996 and April 1996 to enhance the differentid between run of
mine, seam and dack cod, to increese the trangportation charges and dso to provide for
additiona prices for cod produced from Ramagundam OCP of SCCL and Rgmahad OCP of
Eastern Codfields Limited.

1.10 Following the recommendations of Bureau of Industrid Costs and Prices (BICP), a
decison was teken by the Government to deregulate the prices of dl grades of coking cod
and A, B, & C grades of nonrcoking cod and this decison was implemented with effect from
22.396. Subsequently in condderation of a recommendation of the Committee on Integrated
Cod Policy, the Government decided to de-regulate the prices of soft coke, hard coke and D
grade of non-coking cod and this decison was implemented with effect from 12.3.97.

1.11 The Government aso decided to alow CIL and SCCL to fix prices of E, F and G
grades of non-coking cod once in every Sx months by updating the cogt indices as per the
escdation formula contained in the 1987 report of the BICP and necessary ingructions to this
effect were issued to CIL and SCCL on 13.3.97.

1.12 The pricing of cod has been fully deregulaied after the Colliery Control Order,2000
was notified with effect from £ January 2000 in supersession of the Colliery Control Order |
1945. Under the Colliery Control Order 2000, the Centra Government has no power to fix
the prices of cod.

LEGISLATION

Leqislative History Of Coal Mining since 1971 and latest status

1.13 Cod mines were nationdized in ealy seventies in view of the then exiging
disstifactory mining conditions eg. daughter mining, violgion of mine sAety laws
indudrid unrest, falure to make invesments in mine-development, reluctance to mechanise
etc. and in order to meet the long range cod requirements of the country.

1.14 The 1973 Act was amended on 27.5.1976 termingting dl the mining leases on cod
hed by the private lessses to dlow captive mining by private companies engeged in the
production of iron and ded and subleasing to private paties of isolaed smal pockets not
amenable to economic development and not requiring rall trangport. In 1993 the Act was
further amended to dlow captive cod mining in the private sector for power generation,
washing of cod obtaned from a mine and such other end uses as may be notified by the
Centrd Government from time to time. Cement production was subsequently notified as a
specified enduse for the purposes of captive cod mining. 128 captive blocks (121 of CIL
plus 7 of SCCL) have been identified, out of which 27 blocks stand dlotted so far, and 4
blocks have garted production.

COAL INDIA (REGULATION OF TRANSFERSAND VALIDATION) Act, 2000

1.15 The private cod mines of the country were naiondized in two phases during 1971-
1973.  In the firg phase coking cod mines were natiiondized. In the second phase non
coking cod mines were nationdized. Even dnce the ndiondizaion of the cod indudry,
though the land or right in or over such land acquired under various Acts and the rights, title
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and interest in relation to a cod mine or a coke over plant were directed to be vested in the
Cod India Limited or its predecessor in title, its subsdiay companies were de facto
managing such land, cod mines, or plants.

1.16 The absence of a formd legd title to the land or the right over such land or the right,
titte and interest in relation to a cod mine or coke oven plant, in the subgdiary companies hes
exposed them to litigation and other legd infirmities  While the Companies Act, 1956
contains provisons for reconsruction and amdgamaions, such  recondruction  or
amagamation could be given effect to prospectively only under that Act.

1.17 It was, therefore, conddered necessary to empower the Centrd Government to direct
the trandfer of land or the rights in or over such land or the right, title or interet in reaion to
a cod mine or coke oven plant vested in the CIL to a subsdiay company, or where such
land or mine are vested in a subsidiary company, to another subsidiary company. It was adso
conddered necessry to vdidate dl purported tranders of land or the rights in or over such
land or the right, title and interet in reldion to a cod mine or coke oven plant from CIL to a
subsdiary company and from one subsdiary company to another subsidiary company before
the commencement of the proposed Legidation.

1.18 The Bill was introduced in the Raya Sabha on 14.2.95 and theregfter it was referred
to the Standing Committee on Energy for condderation. The Committee after detailed
deliberations recanmended adoption of the Cod India (Regulation of Tranders and
Vdidation) Bill, 2000 and submitted ther report on 27.7.2000 in the Paliament. The Bill was
passed by Paliament during the Winter Sesson 2000. The Presdent has given his assent to
the Bill. Thus the Act has come into force, with effect from its publication in the Gazette of
Indiaon 8.12.2000.

Amendment to the Coal Mines (Nationalization ) Act, 1973 to promote non-captive
mining of coal.

1.19 The proposd of Minisry of Cod to amend the Cod Mines (Nationdisation) Act,
1973 to dlow noncaptive cod mining was goproved by the Cabinet on 11297 and
ubsequently on 27597 dter the change of Government in April 1997.  The draft Bill for
the amendment was got vetted from the Legidative Department, Ministry of Law and Jugtice
on 8797. Before the Bill could be introduced in the Parliament, this Ministry received a
grike notice from the trade unions demanding withdrawa of the Bill. The metter was
discussed with them on severd occasons. While the unions recognized tha a demand supply
gap will reman a the end of the IX Pan, they indsted that increesed production by the
nationdized cod companies should be meade possble by increesng budgetary support to
them. It was explaned to them that provison of budgetary support to Cod India Ltd. has
been stopped snce 1995-96 and it is not possble for the Government to restore the support.
Unfortunately, despite severd rounds of discusson with the trade unions they did not
gppreciate the need for amendment to the Act.

1.20 In 1998, the matter was examined afresh and it was fdt that cetan standards would
have to be mantaned in non-captive cod mining by the private sector so that the pre
ndiondization ills of the naure of unsdentific mining, environmentd degradation,
exploitation of labour etc. observed in private cod mining do not recur. A proviso to the Bill
providing for powers of the Centrd Government to lay down such sandards for the private
companies in terms of location and minimum Sze of the cod and lignite mines having regard
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to the rationd, coordinated and scientific development and utilizetion of the cod and lignite
resources, was evolved.

1.21 On 4299 a fresh Note for the Cabinet was submited to the Cabinet Secretariat
seeking gpprovd of the Cabingt to this Minidry's proposa to introduce the Bill with the
proviso in the Parliament. The Cabinet in its megting held on 17.2.99 gpproved the proposa
of the Minidry of Cod to amend the Cod Mines (Nationdization) Act, 1973 for dlowing
noncaptive cod mining by Indian companies The Cod Mines  (Nationdization)
Amendment Bill, 1999 for amending the Nationdization Act was got vetted from the
Legidative Department, Ministry of law, Jusice and Company Affars and dl the procedurd
requirements of introduction of this Bill in the Paliament during the last Budget Sesson
were completed. However, the Bill could not be introduced in the Parliament since the
Parliament was adjourned sne-die on account of dissolution of the Lok Sabha As per the
latest indructions of the Cabinet Secretariat, the proposds for legidation approved by the
previous Cabinet which are yet to be introduced as Bill in the Parliament are required to be
sbmitted before  the new Cabinet for obtaning fresh goprovd of the Government.
Accordingly, approvad of the new Cabing was obtained to introduce the Cod Mines
(Nationdization) Amendment Bill in the Parliament. After completing dl the formdities the
Bill was introduced | in the Rgya Sabha on 24.4.2000. The Bill was referred to the Standing
Committee on Indudtry for examination and report. However, since the Ministry of Cod was
subsequently brought under the Standing Committee on Energy, the Bill was referred to this
Committee. The Standing Committee on Energy after detailed hearings and examination of
the Bill submitted its report to the Paliament 31.8.01 recommending for pasing of the hill
by Parliament. Naotice of the motion for taking up the Bill for condderation and Pasing by
the Ralya Sabhawill be required to be given before the Bill istaken up for consideration.

1.22 The Trade Unions operding in the cod industry have been demanding the withdrawa
of the Bill in addition to a number of other demands. These are being looked into by a
Group of Minigers condituted for the Depatment of Cod to look into various problems of
the cod industry. The GOM has convened a number of meetings and it has met lag on
94.2002. No find decison has been taken by the GOM on the issue of whether to pursue the
Cod Mines (Nationdization) Amendment Bill 2000 in the Parliament in view of the threat of
drikes by the Trade Unions. The GOM has been recondituted a number of times in view of
changes in incumbencies of the Miniger-incharge of Department of Coa. Because of the
current change in the incumbent Minigter for the Ministry of Cod, GOM will agan require
recondtitution before the matter is consdered and adecision istaken.

1.23 A Memorandum of Settlement has been sgned between the Cod India Management
and the five centrd trade union organizations representing the workers of the cod indusry on
182002. Basad on the assurance given in the sad Memorandum a meeting between the
representatives of the Trade Unions and the Government (Department of Cod) was held at
the level of the Minister for Cod and Mines on 27.1.2003. As per another assurance given in
the Memorandum of Settlement the Trade Union representatives of the workers would have a
discussion with the Group of Minisers on the Bill. This can teke place only after the GOM is
recondtituted.
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