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January 30, 2013 
Mumbai 

 
CRISIL Research assigns IPO grade ‘4/5’ to ACB (India) Ltd 

 
CRISIL has assigned a CRISIL IPO Grade "4/5" (pronounced "four on five") to the proposed initial public offer 
(IPO) of ACB (India) Ltd (ACB). This grade indicates that the fundamentals of the IPO are ‘above average’ 
relative to the other listed equity securities in India. However, this grade is not an opinion on whether the issue 
price is appropriate in relation to the issue fundamentals. The grade is not a recommendation to buy, sell or 
hold the graded instrument, or a comment on the graded instrument’s future market price or its suitability for a 
particular investor. 
 
The grade factors in ACB’s position as a leading player in the coal beneficiation industry with a market share of 
more than 47%. The company is largely present in the coal bearing states of Chhattisgarh and Orissa. It enjoys 
a competitive edge due to the strategic location of its washeries (in proximity to mines), leading to lower 
transportation costs. This, coupled with access to railway sidings at most of its plants, enables ACB to manage 
logistics efficiently. Business fundamentals are supported by a regulatory requirement that power plants located 
more than 1,000 km from the pit head need to use washed coal having ash content of less than 34%. Around 
65% of domestic coal has high ash content which can be beneficiated. The grade also factors in ACB’s effective 
utilisation of coal rejects (reprocessing or blending with raw coal and making them marketable), which has led 
to superior margins for the company. ACB ventured into power generation to use coal rejects as fuel – it 
currently has 350 MW of generation capacity using coal rejects. Since the cost of rejects is lower than that of 
raw coal, power generation costs are lowered. Overall, the company generates a healthy EBITDA margin of 35-
40%. The grade is also supported by the management’s experience in coal beneficiation and the coal logistics 
business. 
 
The grade is constrained by the project-related risks associated with setting up of two power projects 
aggregating to 900 MW capacity (ACB’s economic interest is 579 MW). These plants are based on coal linkage 
from Coal India Ltd (CIL) and, hence, are exposed to fuel supply risk due to CIL’s inability to raise production 
and the consequent delay in signing the fuel supply agreement (FSA). However, 10-15% of fuel requirement 
can be met through coal rejects. Further, the company’s beneficiation business is susceptible to increased 
competition in the future, which may dent its profitability. CIL has announced plans to set up 20 beneficiation 
plants under the public-private-partnership (PPP), which is expected to make way for new entrants. Also, ACB’s 
beneficiation business is exposed to the risk of non-renewal of washing contracts. 
 
About the company and the issue 
ACB was founded in 1997 and commenced operations in 1999. It has coal beneficiation capacity (by economic 
interest) of 62.35 mtpa spread across Chhattisgarh, Orissa, Maharashtra and Andhra Pradesh. The company is 
promoted by Mr Rudra Sen Sindhu, Mr Ganesh Chandra Mrig, Mr Vir Sen Sindhu and Mr Kuldeep Singh 
Solanki. The promoters hold 76.88% stake and Pineridge Investments Ltd (Warburg Pincus) holds 21.92%. 
ACB’s beneficiation plants generate coal rejects, during the coal beneficiation process, which is sold as it is, 
after reprocessing and also after blending with raw coal. In 2007, the company ventured into power generation 
by setting up a 30 MW thermal power plant in Chhattisgarh that would use the low-cost coal rejects. Its current 
power generation capacity (by economic interest) is around 452 MW including power plants that utilise coal 
rejects, wind and gas. In FY12, it reported turnover of Rs 13.5 bn, net profit of Rs 2.9 bn and RoE of 16.7%.  
 
ACB has outlined a capex of Rs 5,750 mn to part finance the development of coal-based projects in 
Chhattisgarh: (a) phase II of the 30 MW Chakabura power plant and (b) 2x300 MW Raigarh power project. 
These will be funded through the IPO proceeds and offer for sale of 28 mn shares.  
 
About CRISIL IPO Grading  
CRISIL IPO (Initial Public Offering) grading is an opinion on the fundamentals of the graded issue that reflects 
CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation to other 
listed equity securities in India. The assessment is based on a grading exercise carried out by industry 
specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a CRISIL IPO 
Grade 1/5 indicates poor fundamentals. CRISIL IPO Grading reflects its assessment of the graded company's 
equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO Grade should not be 
construed to mean a comment on the price of the graded security nor is it a recommendation to invest or not to 
invest in the graded security. 



 

January 30, 2013 www.crisil.com 2

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used 
by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of 
distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
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About CRISIL Limited 
CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India’s 
leading ratings agency. We are also the foremost provider of high-end research to the world’s largest banks and leading 
corporations.  
 
About CRISIL Research 
CRISIL Research is India's largest independent and integrated research house. We provide insights, opinions, and analysis 
on the Indian economy, industries, capital markets and companies. We are India's most credible provider of economy and 
industry research. Our industry research covers 70 sectors and is known for its rich insights and perspectives. Our analysis 
is supported by inputs from our network of more than 4,500 primary sources, including industry experts, industry 
associations, and trade channels. We play a key role in India's fixed income markets. We are India's largest provider of 
valuations of fixed income securities, serving the mutual fund, insurance, and banking industries. We are the sole provider 
of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered independent equity research in 
India, and are today India's largest independent equity research house. Our defining trait is the ability to convert information 
and data into expert judgements and forecasts with complete objectivity. We leverage our deep understanding of the 
macroeconomy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. 
We deliver our research through an innovative web-based research platform. Our talent pool comprises economists, sector 
experts, company analysts, and information management specialists. 
 
CRISIL PRIVACY NOTICE  
CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfill your request and service your account and 
to provide you with additional information from CRISIL and other parts of The McGraw-Hill Companies, Inc. you may find of interest.   
For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view 
McGraw-Hill’s Customer Privacy Policy at http://www.mcgrawhill.com/site/tools/privacy/privacy_english. 
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Disclaimer 
A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in relation to other listed 
equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating. Every CRISIL IPO Grading is based on the 
information provided by the issuer or obtained by CRISIL from sources it considers reliable. CRISIL does not guarantee the completeness or accuracy of the 
information on which the grading is based. A CRISIL IPO Grading is not a recommendation to buy / sell or hold the graded instrument; it does not comment on 
the issue price, future market price or suitability for a particular investor.  
 
CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of 
CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail: 
clientservicing@crisil.com.  
For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings 
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