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“What Goes Up Has To Come
Down...Unless We’re Talking Cost
of Production”
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Dollars and Sense

It was too good to last....the price of coal,
that Is

The fundamentals...long on
demand...short on supply

An economist’s dream

Became Wall Street’s dream

New capital flooded the industry
Attention turned to Class 2 and Class 3

Reserves/Resources




Overall Pricing: 2003 to Cmrent
Soeurce: Platis Coal Ouilook and SNL Energy Coal Repor

—a— Northern Appalachia-Pittsburgh Seam —— Central Appalachia HYMEZL Look-Alike Minois Basin 11,500 BTU b,

—r— Powder River Basin 5,200 BT U/, Focky Mountain-Colorado




Cost Index - Explosives

Year Jan Feb rMar Apr May Jun Jul Aug Sep Oct Mow Dec Ann

P : Preliminary. aAll inde are subject to revision four months after original publication,

2002 — 2007: 27% Increase

Source: US Dept. of Labor — Bureau of Labor Statistics




Cost Index - #2 Diesel Fuel
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2002 — 2007: 223% Increase

Source: US Dept. of Labor — Bureau of Labor Statistics



Cost Index — Iron & Steel
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P : Preliminary. All inde are subject to revision four months after original publication,

2002 — 2007: 83% Increase

Source: US Dept. of Labor — Bureau of Labor Statistics




Costs of Production

Av. Annual Historic Percentage Increase

Index One Year Three Year Five Year Ten Year
Employment Cost Index 6.96% 2.20% 4.23% 3.44%
Fixed Capital {Construction) 2.47% 4.97% 3.95% 2.58%
PPI1 - 057503 #2 Diesel Fuel -1.38% 28.87% 44 .50% 16.47%
PPI -07120105 Tires 5.38% 3.24% 4.36% 2.29%
PPl - 101 Iron & Steel 11.23% 12.42% 16.60% 2.97T%
CPI1 - All Urban Consumers 2.42% 3.10% 2.89% 2.715%
PPI - Explosives 3.29% 3.35% 5.36% 2.48%

Source: US Dept. of Labor — Bureau of Labor Statistics @




Public Companies

Alpha Natural Resources, LLC (ANR)

Alliance Resource Partners, LP (ARLP)

Arch Coal (ACI)

CONSOL Energy Inc. (CNX)

Foundation Coal Holdings, Inc. (FCL)

James River Coal Company (JRCC)

International Coal Group (ICO)

Massey Energy Company (MEE)

Peabody Energy Corporation (BTU)

Westmoreland Coal Company (WLB)




Reported Average Sale Prices
Publicly-Traded Coal Companies




Reported Average Cash Cost

Publicly-Traded Coal Companies
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Reported Average Cash Costs

Publicly-Traded Coal Companies

16.4% CAPP Annual Increase 2003-2006
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Reported Average Cash Margin

Publicly-Traded Coal Companies




Current Challenges in CAPP

Cost increases in CAPP have kept pace with Price
Increases.

Cost increases in PRB and Midwest markets have
exceeded Price increases.

Cost of raw materials increasing.
Cost, avallability and productivity of labor.
Increased cost of regulations; still undefined.

Exacerbated by complex geology.
— Thinner coal; higher reject; increasing ratios; further distance

from plants; etc.

Some CAPP operations “under water” in 2007
2007 — begins the next wave of rationalization
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