CHAPTER VII
COAL PRODUCTION, DISTRIBUTION AND MARKETING

7.1 Cod has been recognized as the most important source of energy for dectricity
generation in India. About 70% of the cod in the country is consumed in the power sector. In
addition, other indudries like ged, cement, fetilizers chemicds, paper and thousands of
medium and gmdl-scae indudtries are dso dependent on cod for their process and energy
requirements.  In the trangport sector, though direct consumption of cod by the Ralways is
going down on account of phasng out of steam locomotives, the energy requirement for
eectric traction is gill dependent on cod converted into dectric power. The Minisry of Cod,
is engaged in developing cod resources of this country in a manner to meet the requirements
of cod of different consuming sectors. Performance of cod sector in this respect has been
impressive,

ALL INDIA PRODUCTION OF COAL

7.2 Through a sudaned programme of invesment and gregter thrust on gpplication of
modern technologies, it has been possible to raise the production of cod from a levd of about
70 million tonnes a the time of naiondization of cod mines in ealy 1970s to 32264
million tonnes (All India — exduding Meghdaya) in 2001-02. Certan dgnificant Satigtics
about cod and ligniteare given at Annexure-1V & Annexure-V.

7.3 Cod India limited and its subsidiaries are the mgor producers of cod. 205.73 million
tonnes (provisond) of cod were produced by Cod India Ltd. and its subsidiaries during
2002-2003 (Apr-Dec.) as agang the production of 196.31 million tonnes in the year 2001
02(Apr-Dec).

7.4  SCCL is the main source for supply of cod to the southern region. The company
produced 24.76 million tonne(provisond) of cod during 2002-2003(Apr-Dec.) as against
21.90 million tonnes during the corresponding period lagt year. Smdl quantities of cod are
aso produced by TISCO, I1ISCO, DVC and others. The company-wise production, dispatch
and sock detalls for the lagt five years are gven in Annexure-VI & Annexure-VII

respectively.

PRODUCTIVITY

7.5  Productivity is measured in terms of raw cod output in tonnes per manshift (OMS).
There has been subgantid improvement in OMS in Cod Companies during the last decade
for CIL group of companies. As againg an OMS of 0.58 tonne at the time of nationdization,
OMS in Cod India Limited during the year 2001-02 was 245 tonnes and during 2002
2003(up to Dec2002) was 257 tonnes (provisond). In SCCL the OMS during 2001-2002
was 1.66 tonnes and during 2002-2003(Apr-Dec.2002) was 1.80 tonnes. Year wise detals of
productivity of the cod companiesare @ Annexure -VI11.
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DISTRIBUTION

7.6  Government of India has amended the Colliery Control Order, 1945 and the new
Calliery Control Order, 2000 has been notified according to which the price and digtribution
of al grades of coa have been deregulated with effect from 1.1.2000.

7.7 Cod CompaniesCod India Limited are dlocating coking cod to sed plants for their
requiremerts. For core sector, sde of cod is guided by linkages and dlocations by the
competent authorities.

7.8  For noncore Sector consumers, with a view to reaching the benefit of decontrol of
cod a per Colliery Control Order, 2000, Cod India Limited has decided to authorize its
subsdiary companies to formulate their own system and procedure for sde of cod to this
sector. The new policy of Cod India Limited is amed a providing a smplified, trangparent
and cusomer-friendly sysem and procedure. In the new policy framework the sysem of
linkage and sponsorship for the purpose of cod supply to non-core sector is being done away
with. In the emerging new policy framework for cod sde to non-core sector, stress is being
given on bilaerd agreement between supplying subgdiary company and consumer for well
defined commitment on the part of both buyer and sler.

COAL DESPATCHESAND STOCKS

7.9 All India figures of production, dispaiches and vendible stocks of cod for the
previous years ae shown in Annexure-IX. The ovedl digaches (All India) during the
year 2001-2002 were of the order of 323.99 million tonnes. The overdl digpatches during
2002-2003 (Apr-Dec) have been 24425 million tonnes (provisond). The vendible stock as
on 31032002 wes a a level of 18.53 million tonnes (All India) and as on 31.12.2002 weas
1313 million tonnes  (Provisond).

7.10 Cod Mining is afected by seasond factors. Large build up of pitheed stocks occur
during the winter months. Production drops during summer and monsoon period. During the
period April-September each year, pat of the requirements of the consumers is met by
drawing down of stocks from the pitheads.

MARKETING AND DISTRIBUTION

7.11 The Maketing Divison of CIL coordinaes maketing activities for dl its
subsdiaries. CIL has st up Regiond Sdes Offices and Sub-States Offices at selected places
in the country to cater to the needs of the consuming sectors a various regions. To caer to
the tiny cusomers more effectively and to develop a niche market, CIL has launched Cod
Traders Network a many centres in the country.

SUPPLY OF COAL TOBULK CONSUMERS

7.12 Consumer-wise off-teke of cod from Cod India Limited by mgor consuming
sectors is indicated in Annexure-X. The main consumers are the power houses, sted
plants, cement industry and fertilizer industry. Almost 90% of the tota production of cod is
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consumed by these sectors. More specific details aout some of the mgor consuming sectors
are discussed below: -

A) Power Houses

7.13 Allocetion of cod to themd power dations is made on quately basis by the
Standing Linkage Committee (Short-term). Ministry of Cod, Centrd Electricity Authority,
Ralways, Cod India Ltd and its subsdiary companies and Singareni Collieries Company
Limited regularly monitor the digoatches of cod to power dations and take corrective steps to
meet any exigencies.

7.14 Off-tske of cod by themd power dations during the year 2001-02 was 242.76
million tomes. During the year 2002-2003(Apr.-Dec), the tota dispaich to powerhouses
(from CIL and SCCL) has been 181.51 million tonnes (Provisond).

(B) Steel Plants

7.15 The dlocation of coking cod to sed plants was earlier made by the Cod Cortrdller.
However, after deregulation of coking cod, the supplies of coking cod are being made by the
cod companies themsdves on the bass of linkages established by a competent linkaege
committee or on the bads of ther exiging commitments. Production performance of coking
cod washeriesis given a Annexure-XI.

7.16 During the year 2001-02, 4.92 million tonnes of washed and direct feed cod was
digpatched by CIL to ded plants and 349 million tonnes (Provisond) during the year
2002-2003( up to Dec,2002) .

(C) Cement Plants

7.17 Cod dlocation for the cement plants is aso done by the Standing Linkage Committee
for Cement (Short-term) which meets every quarter to review and assess the demand of cod
for each cement plant and re-establish linkages for supply of cod to meet the demand. The
dispaich to cement plants from CIL and SCCL during 2001-02 was 11.85 million tonnes
During the year 2002-2003(Apr-Dec.), 885 million tonnes (Provisond) of cod has been
digpatched to cement plants from CIL and SCCL.

MODE OF TRANSPORT

7.18 Important modes of  trangport of cod ae Ralways Road, Merry-go-Round
Sysems, Conveyor Bdts and the Rail-cum-Sea Route @nnexure-Xll1). The share of these
modes of trangport in the total movement of cod is gpproximately as under:

(@ Ralways 53.0%
(b Road 14.0%
(0 MGR System 22.1%
(d  Other (Bdt Conveyor Ropeways, Rail-cum-Sea Routes €tc) 10.9%
100%
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(A) Rail Movement

7.19 Ralways conditute the mgor sysem of cod trangportation in India as about 53% of
the cod, the lages dngle commodity, is trangported by the Ralways The digpatch of
cod by ral is governed by the Preferentid Traffic Schedule of the Indian Ralways, under
which the programme of movement is to be sponsored by the various sponsoring authorities
and accepted by the cod companies. In case of deregulated cod, Ralways have dlowed cod
companies to sponsor the movement of cod.

(B) Rail-Cum-Sea-M ovement

7.20 Cod reqguirement of some consumers in Southern India, which include power dations
and cement plants, are met by moving cod by Ral-cum-Sea Route. This is done in view of
the difficulties experienced in moving cod via dl Ral Routes from Benga-Bihar and Man
Line-Tacher Codfidds. The requirement of power dations of Tamil Nadu Electricity Board
(TNEB) is met by Ral-cum-Sea Route. Hadia, Paradip and Vizag Ports handle the
shipments.

EXPORT OF COAL

7.21 Cod is under OGL lig. India exports cod to the neighbouring countries to meet their
demand of cod. The traditiond buyers of Indian cod ae Nepd, Bangladesh and Bhutan.
Export to Nepd and Bhutan is done in rupee exchange as per the protocol between the two
countries and with Bangladesh it is done in US Dodllar. Export of cod to the neighbouring
countries was earlier candised through the Minerd and Metd Trading Corporetion, but for
the last few years it has been decandised. Export of coa by CIL is made through tender route
The quantum of cod exported by CIL during 2001-02 to the neighbouring countries was 0.16
lakh tonnes. During 2002-2003(Up to December, 2002) the quantity of cod exported by CIL
was 0.03 lakh tonnes (Provisond).

IMPORT OF COAL

7.22 As pe the present  Import policy, cod can be fredy imported (under Open Genera
Licence) by the consumers themsdves conddering their needs and exercisng ther own
commercid judgments.

7.23 Coking cod is beng imported by Sted Authority of India Limited (SAIL) and other
Sted sector menufecturing mainly to bridge the gap between the requirement and indigenous
availability and to improve the qudity of overdl blend for technologica reasons Cod based
power plants, cement plants, captive power plants sponge iron plants, industrid consumers
and cod traders are importing nonrcoking cod on condderaion of trangort logidic and
commercia prudence as wel as agangt export entittements. Coke is imported mainly by Fg-
Iron manufacturers and Iron & Stedl sector consumers using mini-blast furnace.
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7.24 Details of import of cod and products during the last three years(as reported by Coal

Contraller’s Organization) are as under:

(in million tonnes)

Coal 1999-2000 2000-2001 | 2001-2002 2002-03
(April-Sep)*
Coking Cod 1099 11.06 1nn 6.05
Non-coking Cod 871 9.87 944 4.39
Coke 241 242 2.88 NA
Totd Import 211 23.35 283 10.44

* Provisond and estimated.

7.25 The current duty( during 2002-2003) on imported cod isas under:-

Present import duty structurefor Coal
Type of coal Basic Duty | Other Duties | Total (Effective)
(SAD) Import Duty
Coking | Havingupto 12% ash % 4.2% 9.2%
Cod Having ash 12% and more 15% 4.6% 19.6%
Coke 15% 4.6% 19.6%
Non-Coking Cod % 50% 30.0%

Further, the basc import duty for coke (medlurgicd) when imported by a
manufacturer of pig-iron or sed usng blag-furnace has been fixed a 5% as per amendments
contained in the Noatification of Government of India in Minisry of Finance (Depatment of
Revenue) vide No0.44/2001-Customs dated 26.4.2001. Effective import duty for this category
worksout to 9.2%.

COAL FORDOMESTIC USE

7.26 The production of soft coke has been declining over the years snce the process
adopted is not free from pollution hazards. However, to meet the demand for this product,
especidly in some of the Northern States, where people use soft coke as a domestic fud,
Government have encouraged setting up of SSF Plants (Specid smokeless fue plants) based
on the technology developed of CMPDIL & CFRI. This product is an ided subgtitute of soft
coke. Necessary linkages are being provided by CIL. CMPDIL is offering necessary
technicd assdance for inddlation of these plants Cod India limited is dso providing
linkages to briquetting units, the product of which is dso a subgtitute of soft coke.

7.27 Off-take of raw cod from Cod India Limited for manufacturing soft coke during the
year 2002-03 has been nil.

7.28 Cod is ds supplied for production of SSF and Briquettes by the cod companies on
an assured basis.

7.29 Supply of cod to SSF Units during the year 2001-02 was 140 million tonnes as
agang the supply of 1.35 million tonnes during the year 2000-2001. Smilaly, cod supplies
to briquetting units had been of the order 280 million tonnes during the year 2001-02 as
agang 3.24 million tonnes during the year 2000-01.

55

Minigry of Cod -Annua Report:2002-08



HARD COKE

7.30 The digribution of hard coke was decontrolled in 1975. The consumers are required
to agpproach the concerned sponsoring authorities to get their demand sponsored directly to
the Cod Company, which makes arangements for supply of this commodity to the
consumers.  The dispatich of hard coke by CIL in the year 2001-02 was 0.96 lakh tonnes.
The digpatch of hard coke by CIL during the year 2002-2003(Apr.-Dec) was 0.43 lakh tonnes
(Provisond).

CONSUMER SATISFACTION STRESSED ON IMPROVING QUALITY OF COAL

7.31 Qudity complants mainly relae to supply of lower cdorific vaue cod, presence of
extraneous materid, supply of overszed cod and short recepts To overcome these
complaints, fdlowing steps have been taken:

COAL CONSUMERS COUNCILS

7.32 For redressd of consumer's grievances and monitoring of complaints received from
the consumers, one Regiond Cod Consumers Council has been st up for esch cod
company. An Apex body viz. Naiond Cod Consumers Council has dso been st up a the
Headquarters of Cod India Limited. In case the complainant does not receive a reply within
a month or the complainant is not stisfied with the reply of Cod Company, he may prefe a
complaint to the Nationd Cod Consumers Council.

OPEN SALESSCHEME

7.33 With a view to meke cod fredy avalable to smdl scde indudries and other
consumers, who do not have linkages, CIL has introduced Open Sdes Scheme (OSS). Any
body can draw cod supplies from these schemes without vaid sponsorship and/or linkages.
All cods purchesed under these schemes can be resold a a price to be charged by the
purchaser & his own discretion.
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