MANGAL KESHA

KUK = ULy

Bharat Coking Coal Ltd - IPO Investment Note

Issue Open Issue Close Price Band (%) Rating
9 January 2026 13 January 2026 %21 to %23 Subscribe

Investment Summary

Bharat Coking Coal Limited (BCCL) is India’s largest domestic producer of coking coal, playing a strategically critical role
in supporting the country’s steel manufacturing ecosystem. The company benefits from exclusive access to scarce coking
coal reserves in the Jharia and Raniganj coalfields, supported by a long reserve life that ensures sustained production
visibility. BCCL's integrated operating model, combining mining with beneficiation through a sizeable washery network,
enables value enhancement from high-ash coal into premium metallurgical products. Revenue visibility is reinforced
through a mix of long-term fuel supply agreements and market-linked auction mechanisms, balancing stability with
upside during favorable price cycles. Structural demand tailwinds from India’s steel capacity expansion provide long-term
consumption support, while PSU ownership and Mini Ratna status underpin operational continuity and policy alignment.
The company’s reliance on outsourced mining and MDO frameworks allows scalability without heavy balance-sheet strain.

Company Overview

Bharat Coking Coal Limited (BCCL), incorporated in 1972 and subsequently converted into a public limited company in
May 2025, operates as a wholly-owned subsidiary of Coal India Limited (CIL). The company is promoted by the President
of India (acting through the Ministry of Coal) and Coal India Ltd., maintaining a dominant market position as India’s
largest coking coal producer with a 58.5% domestic market share as of FY25. BCCL's operational footprint is concentrated
within the Jharia and Raniganj coalfields across Jharkhand and West Bengal, where it manages 34 operational mines using
opencast, underground, and mixed extraction methods. Key infrastructure includes five coal washeries with a combined
operable capacity of 13.65 MTPA, supported by technical expertise and mine planning from group entity Central Mine
Planning and Design Institute Limited (CMPDIL). The product mix centers on raw coking coal, which constituted 96.02%
of total production in the FY25, alongside non-coking coal and beneficiated washed products. Historically significant as
the only domestic source of prime coking coal, BCCL possesses Mini Ratna status and operates under the regulatory
mandate of the Coking Coal Mines (Nationalisation) Act.

Business Model

BCCL's revenue generation framework is based on the end-to-end extraction, beneficiation, and sale of coal, with primary
earnings derived from raw coking coal, washed coking coal, and washed power coal. The company services three primary
customer segments: the thermal power sector (accounting for 77.61% of raw coal offtake), the steel industry, and the
fertilizer industry. Pricing of coking coal is determined through a combination of mechanisms, including long-term Fuel
Supply Agreements (“FSAs"), linkage auctions, e-auctions, and negotiated Memoranda of Understanding with major
customers. The operating structure is characterized by an outsourced model where third-party contractors mine
approximately 84.21% of coal output in the six months period ended September 30, 2025 and manage overburden
removal, while the company retains departmental oversight. Margin performance is driven by the price spread between
low-grade raw coal and premium washed products, as well as the volatility of international coking coal benchmarks that
influence domestic auction premiums. Procurement dependencies include high volumes of explosives, high-speed diesel,
and heavy earth-moving machinery (HEMM) sourced through competitive tenders from public and private vendors. The
company also utilizes revenue-sharing Mine Developer and Operator (MDO) models to restore production in
discontinued underground units.

Industry Outlook

Global coking coal production reached 1,040 million metric tonnes (MMT) in 2023, while India’'s domestic coking coal
demand is projected to increase from 67 MMT in FY25 to 138 MMT by FY35. This growth is primarily underpinned by the
National Steel Policy 2017, which targets 300 MTPA of crude steel capacity by 2031. Despite India producing 66.5 MMT
of raw coking coal in FY25, the industry faces structural supply constraints as indigenous coal generally possesses high
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ash content, necessitating a 90% reliance on imports for high-grade requirements. Supply dynamics are shaped by a
dominant public sector framework and recent regulatory shifts, including the 2020 rollout of commercial coal block
auctions allowing 100% FDI. Realization mechanisms involve notified prices under long-term linkages and competitive e-
auction premiums influenced by international price cyclicality. Structural trends emphasize mass production technologies
like highwall and longwall mining, alongside the utilization of Mine Developer and Operator (MDO) models to restore
operations in discontinued assets. Logistics improvements under the Integrated Coal Logistics Plan aim to increase the
rail-based transport share to 59% by 2030. Furthermore, the industry is increasingly influenced by ESG considerations and
India's 2070 net-zero commitment, driving investments in coal gasification and emission-reducing technologies like
stamp-charging in the steel sector.

Investment Rationale

Dominant Market Leadership and Scarcity Value:

Bharat Coking Coal Limited (BCCL) is the largest domestic producer of coking coal in India, commanding a 58.50% market
share as of FY25. The company holds a unique competitive position as the country's sole source of prime coking coal,
which is a critical and non-substitutable raw material for the metallurgical industry. This dominant position grants BCCL
significant strategic importance within the national industrial framework, particularly in supporting the government's
objective to reduce heavy dependence on imported coking coal. Its operational footprint is concentrated in the Jharia
and Raniganj coalfields, which host nearly all of India’s indigenous coking coal resources.

Extensive Reserve Base and Operational Longevity:

The company manages an expansive coking coal reserve base estimated at approximately 7.91 billion tonnes as of April
1, 2024. At current production levels, these vast reserves provide an estimated mine life exceeding 100 years, offering
long-term operational stability and exceptional revenue visibility for investors. As a Mini Ratna PSU, BCCL manages 34
operational mines utilizing a mix of open-cast and underground extraction methods to maximize resource recovery. This
substantial resource base allows for long-term strategic planning and makes the company less vulnerable to the resource
depletion risks typically associated with the mining sector.

Coal Bed Methane (CBM) Opportunity:

Methane naturally occurs within coal seams and is released during mining operations, representing an untapped energy
resource when captured and commercialized. Recognizing this potential, the company has initiated efforts to develop
Coal Bed Methane assets within the Jharia coalfield. Two CBM blocks have been earmarked for development, with the
first block spanning approximately 26.55 square kilometers and holding estimated gas-in-place reserves of around 25,000
million cubic meters. This block is expected to be brought into production by FY28. For the second CBM block, the pre-
feasibility study received regulatory approval in October 2024, and preparatory work for issuing the model tender is
currently underway, positioning the company to progressively monetize methane resources associated with its coal
reserves.

Value Addition via Scaled Washery Capacity:

The company is actively modernizing its infrastructure through the commissioning of three new facilities—Patherdih-II,
Bhojudih, and Moonidih with a combined capacity of 7 MTPA to process high-ash coal into premium clean coal. By
utilizing advanced separation technologies like dense medium cyclones and froth flotation, BCCL transforms high-ash
raw coal into premium metallurgical products for blast furnace steelmaking, thereby capturing a significantly higher price
spread compared to raw coal sales. Furthermore, the beneficiation process enables total resource monetization by
yielding profitable by-products such as washed power coal, slurry, and rejects, which are sold via e-auctions to the power
and industrial sectors.

Strategic Parentage and Technical Ecosystem:

BCCL benefits from the robust institutional support of Coal India Limited (CIL), the world’s largest coal producer, and
specialized technical guidance from group entity CMPDIL. This relationship grants the company access to advanced
mining technologies, including longwall and highwall systems, which enable the extraction of previously inaccessible
deep-seated reserves. CMPDIL provides essential expertise in scientific mine planning and resource assessment, which is
critical for mitigating geological hazards such as the underground fires in the Jharia coalfield. Furthermore, the company
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leverages CIL's centralized procurement and financial discipline to maintain a debt-free balance sheet while funding large-
scale capital projects.

Key Risks

Operational Dependence on Third-Party Mining Contractors:

BCCL relies heavily on third-party contractors for mining operations, with outsourced coal extraction accounting for
84.21% of total production as of September 30, 2025. This dependence exposes the company to risks related to contractor
performance, service quality, equipment availability, cost overruns, and labor disputes, any of which could disrupt
operations. Additionally, reliance on a limited supplier base for critical inputs such as high-speed diesel and explosives
creates vulnerability to supply-chain disruptions that could adversely impact mining and exploration activities.

Significant Contingent Liabilities and Legal Exposure:

The company has disclosed contingent liabilities of ¥3,598.59 crore as of September 30, 2025, arising mainly from pending
income tax, GST, royalty disputes, and legal/arbitration proceedings, including a ¥1,043.43 crore claim by the AMR-BBB
Consortium. Any adverse rulings could lead to financial strain, civil or criminal liabilities, and reputational damage.
Additionally, the company remains subject to supplementary CAG audits, and any future adverse qualifications could
negatively impact investor perception and the trading price of its equity shares.

Geographic Concentration:

BCCL's mining and washery operations are fully concentrated in the Jharia (Jharkhand) and Raniganj (West Bengal)
coalfields, exposing the company to risks from finite reserve depletion and any inability to effectively exploit existing
resources. Adverse local factors such as socio-economic issues, infrastructure constraints, or natural disasters in these
regions could disproportionately disrupt operations and materially impact the company’s business, financial condition,
and results.

High Customer Concentration and Public Sector Reliance:

BCCL has high customer concentration, with 83.89% of revenue derived from its top 10 customers as of September 30,
2025, most of whom are PSUs such as DVC, SAIL, and NTPC. This exposes the company to risks from changes in
government procurement policies, budget constraints, or customers shifting to captive coal production. Additionally,
77.61% of raw coal offtake is from the thermal power sector, highlighting sectoral dependence, and any disruption in
these relationships could adversely impact cash flows and require challenging reallocation to alternative buyers.

Environmental Hazards and Implementation of Master Plans:

The Jharia and Raniganj coalfields are prone to coal fires and land subsidence, posing significant environmental, health,
and safety risks. Fire control is hazardous, often uneconomical, and unlikely to be mitigated by natural factors such as
rainfall, while delays or cost overruns in rehabilitation efforts could increase expenses. Although a revised Jharia Master
Plan has been approved by the Cabinet Committee on Economic Affairs following expiry of the earlier plan, any diversion
of resources toward its implementation may adversely impact the company’s operations, financial condition, and cash
flows.

Coal production for the Year

(In Million Tonnes)

Raw Coal Washed Coal
Coking Coal Non-Coking Coal Total Washed Coking Coal Washed Power Coal
FY25 38.89 1.61 40.50 1.65 3.16
FY24 39.11 1.99 41.10 1.46 2.84
FY23 33.72 2.46 36.18 1.43 2.48
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Financial Snapshot
(In Cr)

Metric FY23 FY24 FY25
Revenue (X Cr) 12,624 14,246 13,803
EBITDA (X Cr) 891.31 2,493.89 2,356.06
Net Profit ( Cr) 664.78 1,564.46 1,240.19
EBITDA Margin (%) 7.06% 17.5% 17.06%
PAT Margin (%) 5.2% 10.98% 8.98%
EPS (Basic) (%) 143 3.36 2.66

IPO Details and Use of Proceeds

Parameter Details
Issuer Bharat Coking Coal Ltd.
IPO Structure Offer For Sale

46,57,00,000 shares

Issue Size (agg. up to 1,071 Cr)

Price Band % 21 to %23 per share
Face Value %10 per share
Post-Issue Market Cap ¥10,711.10 Cr.
Promoter Holding (Pre/Post) 100%/90%

IPO Opening Date January 9, 2026

IPO Closing Date January 13, 2025
Listing BSE & NSE

IDBI Capital Markets & Securities Limited

Book Running Lead Manager(s) ICICI Securities Limited

Valuation and Recommendation

At the upper price band of ¥23, Bharat Coking Coal Ltd. is valued at 8.64x P/E and EV/EBITDA of 4.5x implying a market
capitalization of ¥10.711.10 crore. These valuations reflect its strategic scarcity value as India’s largest domestic coking
coal producer. While the company operates in a regulated and cyclical commodity environment, its 58.5% domestic
market share in coking coal, long reserve life, and entrenched role in supporting India’s steel capacity expansion provide
strong earnings visibility relative to peers. The valuation appears reasonable when viewed against the backdrop of high
entry barriers, PSU-backed asset ownership, and limited domestic substitutes for prime coking coal, especially in an
import-dependent market. Accordingly, considering the company'’s strategic importance, asset quality, and reasonable
IPO pricing, we recommend Subscribing to the IPO, with a plan to monitor post listing for evidence of continued scale-
up, durable margin improvement, operating leverage and delivery against growth targets.
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Disclaimer

This information/document has been prepared by Mangal Keshav Financial Services LLP (MANGAL KESHAV) and is
intended for use only by the person or entity to which it is addressed. This Document may contain confidential and/or
privileged material and is not for any type of circulation, and any review, retransmission, or any other use is strictly
prohibited. This information/document is subject to changes without prior notice.

This information/document does not constitute an offer to sell or solicitation for the purchase or sale of any financial
instrument or as an official confirmation of any transaction. Though disseminated to all customers who are due to receive
the same, not all customers may receive this report at the same time. MANGAL KESHAV will not treat recipients as
customers by virtue of their receiving this information/report.

The information contained herein is obtained from publicly available data or other sources believed to be reliable, and
MANGAL KESHAV has not independently verified the accuracy and completeness of the said data and hence it should
not be relied upon as such. While we would endeavor to update the information herein on a reasonable basis, MANGAL
KESHAV, its subsidiaries, and associated companies, their directors and employees ("MANGAL KESHAV and affiliates”) are
under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other
reasons that may prevent MANGAL KESHAYV and affiliates from doing so. This document is prepared for assistance only
and is not intended to be and must not alone be taken as the basis for an investment decision. Recipients of this report
should also be aware that past performance is not necessarily a guide to future performance, and the value of investments
can go down as well. The user assumes the entire risk of any use made of this information.

Clients should read the Risk Disclosure Document issued by SEBI and relevant exchanges, and the Terms & Conditions
on the Mangal Keshav website.
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