Date
1972 and 1973

November 1975

1976

14 July 1992

June 1993

15 March 1996

February 1997

24 April 2000

Annexure-I

Milestones in Coal sector
Nationalisation of coal mines was done in two phases. In the first phase
(1972), coking coal mines were nationalised. In the second phase (1973)
non-coking coal mines were nationalised. Coal mines that could not be
nationalised were allowed to be worked by private lease holders.
Coal India Limited (CIL), a holding company, under the Ministry of Coal
(MoC), was set up.
The Coal Mines (Nationalisation) Amendment Act, 1976 was enacted
which inter alia terminated all the mining leases with the private lease
holders, except those of iron and steel producers who were allowed by
the Act to carry on coal mining for captive use.
In order to implement the provisions for captive mining of coal contained
in Coal Mines (Nationlisatoin) Amendment Act, 1976, a Screening
Committee was set up by MoC under the chairmanship of Secretary
(Coal) through an administrative order to consider applications made by
various companies interested in captive mining and to allocate coal
blocks for development, subject to the provisions of statutes governing
coal mining. A number of coal blocks, which were not in the production
plan of CIL and the Singareni Collieries Company Limited (SCCL), were
identified in consultation with CIL/SCCL and a list of 143 coal blocks
were prepared and placed on the website of the MoC for information of
public at large.

The Coal Mines (Nationalisation) Amendment Act, 1993 was passed which
allowed Indian companies engaged in generation of power, in addition to the
iron and steel producers, to carry out coal mining for their captive use. It also
allowed washing of coal obtained from a mine at the pit head by private

companies.

Cement sector was notified as an end use by inserting an enabling provision in

the Coal Mines (Nationalisation) Act.

The Cabinet approved a proposal to amend the Coal Mines (Nationalisation)

Act, 1973 to allow non-captive coal mining by an Indian Company.

The Coal Mines (Nationalisation) Amendment Bill 2000 was introduced

in the Rajya Sabha, seeking allocation of coal blocks to Indian companies
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28 December
2005

February 2006

12 July 2007

17 October
2008

08 September
2010

02 February
2012
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for commercial mining. The said bill met with stiff opposition from the
trade unions, who expressed concerns over the possibility of unscientific
mining and labour exploitation. The bill is pending in the House.

A seven member Expert Committee on Coal sector Reforms (headed by
Shri T. L. Sankar, Chairman Energy Group Administrative Staff College
of India) constituted by the Gol to prepare a comprehensive roadmap for
the modernisation of the coal sector submitted its report to the Prime
Minister.

The Government permitted 100 per cent Foreign Direct Investment under
the Automatic Route for captive coal mining by companies in the power,
iron and steel and cement sectors and other eligible activities permitted
under the Coal Mines (Nationalisation) Act.

Production of synthetic gas obtained through coal gasification (underground and
surface) and coal liquefaction were notified as specified end uses for the

purpose of captive mining.
The Mines and Minerals (Development and Regulation) Act (MMDR
Act), 1957 Amendment Bill was introduced in the Parliament. It

envisaged making the system of competitive bidding applicable to all

minerals covered under the said Act.

The MMDR Amendment Act, 2010 was enacted.

MoC notified the Auction by Competitive bidding of Coal Mines Rules,
2012.

Allocation of Coal Blocks and Augmentation of Coal Production



Annexure-I1

Major Recommendations of the Expert Committee Report on Road Map for Coal Sector
Reforms (Chaired by Shri T.L. Sankar) 2005
Government of India, MoC constituted a seven member committee under the Chairmanship of Shri
T.L. Sankar on December 2004. The Expert Committee was to prepare a comprehensive road map
for the modernization of the coal sector. The committee submitted Part-I of the Report in
December 2005 which basically covered issues of immediate relevance i.e. short to medium term
(2011-12) issues. The present Performance Audit Report has considered the recommendations of
the Expert Committee vis-a-vis the actions taken by MoC in this regard. The salient features of the

recommendations are given below:

e To keep the import option functioning as an essential supply option along with the
regulation of price in the Indian coal industry which would ensure least cost supply of coal
for power generation while allowing a competitive and transparent coal market to supply
the needs of other consumers.

e Railways should in consultation with Planning Commission and Ministries of Coal and
Power to determine the main corridors through which coal would move in very large
quantities to power plants and examine the cost and feasibility of setting up of dedicated
trunk-routes for coal transport.

e Organisation having long experience in importing coal be co-opted in implementing short
term supply management programme.

e Elevation of status of CIL.

e Emphasise on the role of captive mining to contribute significantly to production of coal in
the short to medium term..

e The procedures and processes of allocation of coal blocks needed to be improved to
expedite the allotment of the captive coal blocks in a transparent and effective manner.

e Releasing coal blocks with inferred and indicated categories of reserves for captive mining
would not likely to achieve the objective of increasing the number of players in coal
mining in the short to medium term.

e Production from captive blocks during mine development or periodic surpluses during
mine operations must be sold to CIL / SCCL at a negotiated price with a band of plus or
minus 10 percent of CIL price for the same quality of Coal.

e  Major delays occur, in most cases, in obtaining environmental clearance, approval for land
and mining leases from the concerned State Governments and the subsequent land
acquisition process. MoC should take a proactive role in monitoring the approvals and

clearance by the State authorities. An empowered high powered committees of Secretaries

Performance Audit
Allocation of Coal Blocks and Augmentation of Coal Production

49



50

should be set up for the purpose to consider the application for environment clearances
within a time frame of four to six months.

Submission of Bank Guarantee, 50 per cent of which linked to guaranteed production and
50 per cent to setting up of end use projects.

Legal measures to cancel licenses issued earlier if the allottee failed to take adequate steps
to bring the allotted mines to production or in setting up of end use plants and encashment
of BG in full in such cases.

To launch a programme of detailed exploration and drilling in the XIth Plan, aimed at
increasing ‘proved’ category reserves by increasing the drilling capacity of CMPDIL from
3 lakh metres per annum to at least 15 lakh metres per annum by involving all eminent
agencies within the country and outside.

E-auction sell for a minimum of 10 per cent of domestic production initially and thereafter
to 20 per cent by the third year and to reach 30 per cent over a period of 5 to 7 years.
De-reservation of CIL blocks that cannot be put into production before 2026-27.

Railways, Coal and Power Ministry have to work together to draw up a well-conceived
model of FSTA. Gol should ensure that all the concerned Ministries and agencies accept
the FSTA and perform as per its provisions.

Setting up of a permanent Special Task Force to monitor progress of clearances and
project implementation of all projects required to be completed by the end of the XIth Plan
to fully realise CIL’s production plans including the Emergency Production Plan to

enhance domestic coal production capacity.
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