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Japan is the world's
largest importer of
LNG, second largest
importer of coal and
the third largest net
importer of oil.

Background

Japan has few domestic energy resources and is only 16 percent energy self-sufficient. It is the third largest oil consumer in the world
behind the United States and China and the third-largest net importer of crude oil. It is the world's largest importer of liquefied natural gas
(LNG) and second largest importer of coal. In light of the country's lack of sufficient domestic hydrocarbon resources, Japanese energy
companies have actively pursued participation in upstream oil and natural gas projects overseas and provide engineering, construction,
financial, and project management services for energy projects around the world. Japan is one of the major exporters of energy-sector
capital equipment, and has a strong energy research and development (R&D) program supported by the government, which pursues energy
efficiency measures domestically in order to increase the country's energy security and reduce carbon dioxide emissions.

On March 11, 2011, a 9.0 magnitude earthquake struck off the coast of Sendai, Japan, triggering a large tsunami. The earthquake and
ensuing damage resulted in an immediate shutdown of 12,000 MW of electric generating capacity at four nuclear power stations. Other
energy infrastructure such as electrical grid, refineries, and gas and oil-fired power plants were also affected by the earthquake, though
some of these facilities were restored. Between the 2011 earthquake and May 2012, Japan lost all of its nuclear capacity due to scheduled
maintenance and the challenge facilities face in gaining government approvals to return to operation. Japan is substituting the loss of
nuclear fuel for the power sector with additional natural gas, low-sulfur crude oil, and fuel oil.
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In the wake of the Fukushima nuclear incident, Japan's energy fuel mix likely will change as natural gas, oil, and renewable energy take
larger slices of the market share and supplant some of the nuclear fuel. Oil is the largest energy resource of fuel consumption in Japan,
although its share of total energy consumption has declined from about 80 percent in the 1970s to 42 percent in 2010. Coal continues to
account for a significant share of total energy consumption, although natural gas is increasingly important as a fuel source and is currently
the preferred fuel-of-choice for the shortfall in nuclear capacity. Before the 2011 earthquake, Japan was the third largest consumer of
nuclear power in the world, after the US and France, and nuclear power accounted for about 13 percent of total energy in 2010.
Hydroelectric power and renewable energy comprise a relatively small percentage of total energy consumption in the country.
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Japan relied on oil
imports to meet
about 42 percent of
its energy needs in
2010.
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Oil

Japan has very limited domestic oil reserves, amounting to 44 million barrels as of January 2012, according to the Oil and Gas Journal
(OGJ), down from the 58 million barrels reported by OGJ in 2007. Japan's domestic oil reserves are concentrated primarily along the
country's western coastline. Offshore areas surrounding Japan, such as the East China Sea, also contain oil and gas deposits; however,
development of these zones is held up by competing territorial claims with China. While a preliminary accord was reached between the two
governments in May 2008 over two fields - Chunxiao/Shirakaba and Longjing/Asunaro - in September 2010, Japan urged China to
implement the agreement as tensions rose over the contested area. (See East China Sea country analysis brief.)

Consequently, Japan relies heavily on imports to meet its consumption needs. Japan maintains government-controlled oil stocks to ensure
against a supply interruption. Total strategic oil stocks in Japan were 589 million barrels at the end of December 2011, with 55 percent
being government stocks and 45 percent commercial stocks.

Japan consumed an estimated 4.5 million barrels per day (bbl/d) of oil in 2011, making it the third largest petroleum consumer in the world,
behind the United States and China. However, oil demand in Japan has declined overall since 2000 by nearly 20 percent. This decline
stems from structural factors, such as fuel substitution, an aging population, and government-mandated energy efficiency targets. In
addition to the shift to natural gas in the industrial sector, fuel substitution is occurring in the residential sector as high prices have
decreased demand for kerosene in home heating. Japan consumes most of its oil in the transportation and industrial sectors. Japan is also
highly dependent on naphtha and low sulfur fuel oil imports. Demand for naphtha is falling as ethylene production is gradually being
displaced by petrochemical production in other Asian countries. However, demand for low-sulfur fuel oil is increasing as it replaces nuclear
electric power generation.

Japan's oil consumption rose slightly in 2011 by 30,000 bbl/d over 2010 due to some post-disaster reconstruction works and substitution of
crude oil and low sulfur fuel oil for the suspended nuclear power after the Fukushima incident. EIA assumes that net total oil consumption
will rise by another 80,000 bbl/d in 2012 if no nuclear capacity comes back online.
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The Japanese government's policy has emphasized increased energy conservation and efficiency. The government generally aims to
reduce the share of oil consumed in its primary energy mix as well as the share of oil used in the transportation sector. Oil as a percentage
of total primary energy demand has fallen from roughly 80 percent of the energy mix in the 1970s to about 42 percent in 2010, made
possible by increased energy efficiency and the expanded use of nuclear power and natural gas. Among the large developed world
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economies, Japan has one of the lowest energy intensities, as high levels of investment in R&D of energy technology since the 1970s has
substantially increased energy efficiency.

Sector Organization

Although Japan is a minor oil producing country, it has a robust oil sector comprised of various state-run, private, and foreign companies.
Until 2004, Japan's oil sector was dominated by the Japan National Oil Corporation (JNOC), which was formed by the Japanese government
in 1967 and charged with promoting oil exploration and production domestically and overseas. In 2004, JNOC's profitable business units
were spun off into new companies in order to introduce greater competition into Japan's energy sector. Many of JINOC's activities were
taken over by the Japan Oil, Gas and Metals National Corporation (JOGMEC), a state-run enterprise charged with aiding Japanese
companies involved in exploration and production overseas and promoting commaodity stockpiling domestically. New companies were
formed, of which the two largest are Inpex, now Japan's largest oil and gas company, and the Japan Petroleum Exploration Company
(Japex).

Private Japanese firms dominate the country's large and competitive downstream sector, as foreign companies have historically faced
regulatory restrictions. But over the last several years, these regulations have been eased, which has led to increased competition in the
petroleum-refining sector. Chevron, BP, Shell, and BHP Billiton are among the foreign energy companies involved in providing products and
services to the Japanese market as well as being joint venture (JV) partners in many of Japan's overseas projects.

Domestic Production and Exploration

In 2011, Japan's total oil production was roughly 130,000 bbl/d, of which only 5,000 bbl/d was crude oil. The vast majority of Japan's oil
production comes in the form of refinery gain, resulting from the country's large petroleum refining sector. Japan has 148 producing oil wells
in over 11 fields, according to the Oil and Gas Journal (OGJ).

Overseas Exploration and Production

Japanese oil companies have sought participation in exploration and production projects overseas with government backing because of the
country's lack of domestic oil resources. The government's 2006 energy strategy plan encourages Japanese companies to increase energy
exploration and development projects around the world to secure a stable supply of oil and natural gas. The Japan Bank for International
Cooperation supports upstream companies by offering loans at favorable rates, thereby allowing Japanese companies to bid effectively for
projects in key producing countries. Such financial support helps Japanese companies to purchase stakes in oil and gas fields around the
world, reinforcing national supply security while guaranteeing their own financial stability. The government's goal is to import 40 percent of
the country's total crude oil imports from Japanese-owned concessions by 2030, up from the current estimated 19 percent. As a result of the
2011 earthquake and greater need for energy supplies, JOGMEC plans to increase spending more than $1.12 billion in the fiscal year 2012.
This is equivalent to nearly all of the company's upstream investments since its inception in 2004.

Japan's overseas oil projects are primarily located in the Middle East and Southeast Asia. Japanese oil companies involved in exploration
and production projects overseas include: Inpex, Cosmo Oil, Idemitsu Kosan Co., Japan Energy Development Corporation, Japex,
Mitsubishi, Mitsui, Nippon Oil, and others. Many of these companies are involved in small-scale projects that were originally set up by
JNOC. However, many are involved in high-profile upstream projects involving major investments in overseas ventures in recent years.

Some of the major upstream projects that Japanese companies are involved in overseas are:

Middle East and Africa

Kuwait and Saudi Arabia Neutral Zone: Khafji and Hout fields - Japanese-owned Arabian Oil Company (AOC) once held a 40 percent stake
in exploration for the Khafji and Hout oil fields in Kuwait and the Neutral Zone. Subsequent concession expirations have left the AOC with a
limited, technical role and a 100,000 bbl/d purchase contract from Khafji field until 2023.

United Arab Emirates (UAE): Adma Block - Japan Oil Development Co. (JODCO), a wholly-owned subsidiary of Inpex, holds a 12 percent
stake in 4 fields and a 40 percent stake in a fifth field. JODCO is involved in developing the fields, which began producing in 1982.
Development is continuing to maintain and expand output. Additionally, offshore UAE and Qatar, Mubarraz and 2 other fields are 100
percent owned by the consortium of Nippon Qil, Cosmo Oil, Tokyo Electric, Chubu Electric, and Kansai Electric.

Egypt: West Bakr Block - A joint venture between Inpex and Mitsui with 100 percent interest in exploration and development. Oil production
began in 1980, and the contract extends to 2020.

Algeria: El Ouar 1 and 2 Blocks - Inpex holds a 10 percent working interest in these onshore fields containing oil, gas, and condensates.
Congo: 11 offshore oil fields - Inpex holds a 32 percent stake. Production began in 1975, and the contract was extended to 2023.

Northern Europe

» Norway: North Sea offshore - Idemitsu Kosan currently produces 28,000 barrels of oil equivalent per day (boe/d) from its interests in five
producing fields in Norway's North Sea (Snorre, Tordis/Vigdis, Statfjord East, Sygna, Fram), and was awarded two exploration licenses in
September 2009 in a JV with Osaka Gas for 2 additional blocks near currently producing Snorre and Fram fields.

UK: North Sea offshore - Idemitsu Kosan acquired Petro Summit Investment UK from Sumitomo Corporation in November 2009, and is
producing 5,000 boe/d of crude and natural gas from nine fields. It is also involved in exploration and development of four licensed blocks
west of the Shetland Islands. Additionally, Nippon Oil has stakes ranging from 2 percent to 45 percent in several North Sea offshore fields
and currently produces about 12,600 boe/d of hydrocarbons.

Caspian Sea

Azerbaijan: Azeri-Chirag-Guneshli Project (ACG) - Inpex has a 10 percent stake in ACG, which is now producing an estimated 1 million
bbl/d.

Kazakhstan: North Caspian Sea project, Kashagan oil field - Inpex has a 7.56 percent stake. Initial production is projected at 450,000 bbl/d
at end-2014. Peak production target is 1.5 million bbl/d by the end of the decade.

Russia

Sakhalin-1 - The Sakhalin Oil and Gas development Company (SODECO), a consortium of public and private Japanese oil companies,
holds a 30 percent interest. Sakhalin-1 oil production reached 250,000 bbl/d in February 2009.
Sakhalin-II - Mitsui and Mitsubishi have a combined interest of 22.5 percent in the oil field.

Asia

Indonesia: Offshore Mahakam Block and Attaka unit - Inpex has a 50 percent stake in each project and production-sharing contracts lasting
to 2017 with the Indonesian government. Crude and condensate are shipped mainly to oil refineries and power utilities in Japan.
Additionally, Nippon Oil and JOGMEC in JV own a 17 percent stake, currently under exploration and development, in the Berau Block
integrated area.

Australia: Van Gogh and Ravensworth oil fields - Inpex has a 47.5 percent interest in Van Gogh, which started up in first quarter 2010 with
a 150,000 bbl/d capacity, and a 28.5 percent interest in neighboring Ravensworth, which started up in September 2010 as part of the 96,000
bbl/d Pyrenees project. Additionally, Nippon Qil has a 25 percent stake in the NW Shelf Mutineer and Exeter fields. Its net production is
currently 1,500 barrels of oil equivalent per day (boe/d), and it also has five other fields in various stages of development.

« Vietnam: Nam Rong/Doi Moi offshore oil fields - Idemitsu Kosan has a 15 percent stake in these fields, which began production February
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2010 at 20,000 bbl/d; Idemitsu's portion is 1,500 bbl/d. Idemitsu, Nippon Oil and Teikoku Oil, hold interests in two other Vietnamese offshore
fields currently under exploration.

» Papua New Guinea: A consortium of Nippon Oil, Mitsubishi, and the Japanese government own interests in various fields under exploration
and development including onshore blocks at Kutubu and Moran.

TheAmericas

« Brazil: Frade block, Northern Campos Basin - a joint venture of Inpex, JOGMEC, and Sojitz Corp hold 18.3 percent interest in this offshore
block. Production began in 2009; peak production of 79,000 bbl/d was reached in 2011.

» Canada: Alberta oil sands syncrude project - Nippon Oil has a 5 percent stake. Nippon's share was 14,000 bbl/d in 2009.

» Canada: Athabasca oil sands project, Alberta - Japex is involved in this project, its share in 2007 production was 7,000 bbl/d.

Imports

Japan was the third-largest net importer of total oil in the world after the United States and China in 2011, having imported around 4.3
million bbl/d. After the Fukushima incident, Japan has been increasing imports of crude oil for direct burn in power plants. The country is
primarily dependent on the Middle East for its crude oil imports, as roughly 87 percent of Japanese crude oil imports originate from the
region, up from 70 percent in the mid-1980s. Saudi Arabia is the largest source of imports, making up 33 percent of the import portfolio or
about 1.1 million bbl/d of crude oil, and UAE, Qatar, and Iran are other sizeable sources of oil to Japan.

Japan reduced imports from Iran during 2011 in light of current and impending US and EU sanctions against Iran, and Japanese refiners
are seeking replacements from other Middle Eastern suppliers. Japanese imports from Iran were 313,000 bbl/d in 2011, down 11.7 percent
from 2010, according to the Ministry of Economy, Trade and Industry (METI).

Also, Japan is currently looking towards Russia, Southeast Asia, and Africa to geographically diversify its oil imports. As of mid-2011, Japan
is substituting some of the lost nuclear fuel for power with low sulfur, heavy crudes for direct burn in power plants from sources in West
Africa (Gabon) and Southeast Asia (Vietnam, Indonesia, and Malaysia).

Japan's Crude Oil Imports by Source, 2011
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For a consumer of its size, Japan has a relatively limited domestic pipeline transmission system. Crude oil and petroleum products are
delivered to consumers mainly by coastal tankers and tank trucks, as well as railroad tankers and pipelines.

Russia's Transneft, backed by the Russian government, is building the Eastern Siberia-Pacific Ocean pipeline (ESPO), a 2,900 mile pipeline
from Taishet, Siberia to Nakhodka on the Pacific Ocean, to export Russian oil to the energy hubs of the Asia-Pacific region. In September
2010, the first section of the pipeline, running from Eastern Siberia to China's northeastern frontier, was completed with a capacity of
600,000 bbl/d. The remainder of the pipeline, scheduled to be finished by 2013, is expected to transport up to 1.6 million bbl/d, about one-
third of Russia's current oil exports, to China, Japan, and South Korea.

Downstream/Refining

According to OGJ, Japan had 4.7 million bbl/d of oil refining capacity at 30 facilities as of December 2011, and has the second-largest
refining capacity in the Asia-Pacific region after China. JX Nippon is the largest oil refinery company in Japan and operates seven refineries
with 1.42 million bbl/d of capacity. In recent years, the refining sector in Japan has been characterized by overcapacity since domestic
petroleum product consumption has declined due to the contraction in industrial output and the decline in transportation fuel demand
because of mandatory blending with ethanol. As a result, Japan scaled back refining capacity by 560,000 bbl/d between 2000 and 2010. In
addition to declining domestic demand, Japanese refiners now must compete with new state-of-the-art refineries in emerging Asian
markets. For example, JX Nippon aims to shut down 600,000 bbl/d of capacity between 2008 and 2015. Currently, private refiners in Japan
are required to maintain petroleum product stocks equivalent to at least 70 days of consumption, which imposes large additional costs to
these companies. This regulation was relaxed to 67 days after the Fukushima incident.

The Japanese government is seeking to promote operational efficiency, and in 2010, METI announced an ordinance that would raise the
cracking to crude distillation capacity ratio that refiners had to meet by March 2014 from 10 percent to 13 percent or higher. This ordinance
is intended to increase refinery competitiveness within the country and will likely lead to refinery closures if implemented. FACTS Global
Energy anticipates that if the ordinance is implemented, it could remove an additional 600,000 to 800,000 bbl/d of refining capacity as
companies rationalize their expenditures. Announced closures along with the METI legislation could lower refining capacity by a total of 1.3
million bbl/d by 2014.

The March 2011 earthquake in Northeastern Japan caused an immediate shutdown of 6 refineries with 1.4 million bbl/d or about 30 percent
of the total current capacity. However, the country ramped up imports of refined products, particularly low sulfur fuel oil, in order to offset
shortfalls in fuel supply for power generation until refineries were restored. In 2011, fuel oil imports surged to 102,000 bbl/d, rising from
58,000 bbl/d in 2010 while crude refining was down by 5.6 percent to 3.4 million bbl/d in 2011. As of May 2012, only 100,000 bbl/d of
refining capacity remains offline from part of Cosmo Oil's Chiba refinery.

http://www.eia.gov/countries/cab.cfm?fips=JA[3/27/2013 12:20:04 PM]



Japan - Analysis - U.S. Energy Information Administration (EI1A)

Japan relies on LNG
imports for virtually
all of its natural gas
demand and is the
world's largest LNG
importer.

Natural Gas

According to OGJ, Japan had 738 billion cubic feet (Bcf) of proven natural gas reserves as of January 2012. Natural gas proven reserves
have declined since 2007, when they measured 1.4 trillion cubic feet (Tcf). Most natural gas fields are located along the western coastline.

Sector Organization

Inpex and other companies created from the former Japan National Oil Company are the primary actors in Japan's domestic natural gas
sector, as in the oil sector. Inpex, Mitsubishi, Mitsui, and various other Japanese companies are actively involved in domestic as well as
overseas natural gas exploration and production. Osaka Gas, Tokyo Gas, and Toho Gas are Japan's largest retail natural gas companies,
with a combined share of about 75 percent of the retail market. Japanese retail gas and electric companies are participating directly in
overseas upstream LNG projects to assure reliability of supply.

Although Japan is a large natural gas consumer, it has a relatively limited domestic natural gas pipeline transmission system for a consumer
of its size. This is partly due to geographical constraints posed by the country's mountainous terrain, but it is also the result of previous
regulations that limited investment in the sector. Reforms enacted in 1995 and 1999 helped open the sector to greater competition and a
number of new private companies have entered the industry since the reforms.

Production and Exploration

Japan produced 174 Bcf of natural gas in 2010. Japan's largest natural gas field is the Minami-Nagaoka on the western coast of Honshu,
which produces about 40 percent of Japan's domestic gas. Exploration and development are still ongoing at the field which Inpex
discovered in 1979. The gas produced is transported via an 808-mile pipeline network that stretches across the region surrounding the
Tokyo metropolitan area. Inpex is building an LNG terminal with a 73 Bcfly capacity at Naoetsu port in Joetsu City which will connect its
domestic pipeline infrastructure with its overseas assets by 2014. Japex has been involved in locating new domestic reserves in the Niigata,
Akita, and Hokkaido regions of Japan, targeting structures near existing oil and gas fields.

Japanese companies are using innovative methods to produce hydrocarbons and discovered methane hydrates off the country's east coast.
Japan estimates about 40 Tcf of methane hydrates may exist and hopes to begin production by 2018. The high cost of such developments
could push back production plans.

Japan's Natural Gas Production and Consumption,
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Liquefied Natural Gas Imports

Because of its limited natural gas resources, Japan must rely on imports to meet its natural gas needs. Japan began importing LNG from
Alaska in 1969, making it a pioneer in the global LNG trade. Due to environmental concerns, the Japanese government has encouraged
natural gas consumption in the country. Japan is the world's largest LNG importer, holding about 33 percent of the global market in 2011.

In 2010, Japan consumed about 3.7 Tcf of natural gas, importing over 3.4 Tcf of LNG by tanker. As a result of the March 2011 earthquake,
Japan's LNG imports rose 12 percent in 2011 to 3.8 Tcf, according to some industry sources. IHS CERA estimated that total natural gas
imports increased by a monthly average of 18 percent annually from April 2011 through February 2012 compared with the pre-earthquake
increases of 4 percent year-on-year between January and March 2011. LNG consumption by the electric utilities rose by 20 percent
annually to a record-high of 2.4 Tcf in 2011.

Japan has 32 operating LNG import terminals with a total gas send-out capacity of 8.7 Tcfly, well in excess of demand in order to ensure
flexibility. The majority of LNG terminals is located in the main population centers of Tokyo, Osaka, and Nagoya, near major urban and
manufacturing hubs, and is owned by local power companies, either alone or in partnership with gas companies. These same companies
own much of Japan's LNG tanker fleet. Five new terminals are under construction and anticipated to come online by 2015 and could add
between 200 to 300 Bcfly of capacity.

Several factors favor the use of LNG over other fossil fuels and other sources to replace nuclear energy after the 2011 earthquake. Current
government carbon-abatement policies and the government's pledge to lower GHG emissions support natural gas as the cleanest fossil fuel
to replace capacity. Also, gas remains cheaper than oil in contrast to the aftermath of the last major earthquake in 2007, after which fuel oil
made the biggest gains from incremental demand. Destruction of coal-fired electric capacity was widespread in the area affected by the
earthquake, allowing for gas to compete with coal on a cost-basis. However, Japan's higher gas demand for power and a tighter LNG global
supply market over the past year has led to an overall increase in short term prices from $9/MMBtu before the crisis to over $16/MMBtu at
the end of 2011.

After the Fukushima incident, Japan is replacing lost nuclear capacity with more short-term and spot cargo LNG which made up about 20
percent of total LNG imports in 2011. Most of Japan's LNG import infrastructure was not damaged by the earthquake since a majority of
these facilities are located in the south and west of the country, away from the earthquake's epicenter. The Shinminato LNG terminal, owned
by Sendai Gas, was the only plant closed in March 2011, though the facility was brought back online as of December 2011. Therefore,
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Japan is able to rely on LNG as a key source of fuel after the accident. Industry analysts project LNG imports could range from 4.1 Bcfly to
4.5 Bcfly in 2012, depending on whether any nuclear facilities return to operation.

Most of Japan's LNG imports originate from regional suppliers in Southeast Asia, although the country has a fairly balanced portfolio with no
one supplier having a market share greater than roughly 20 percent. Japan's top five gas suppliers make up 73 percent of the market share.
After the March 2011 disaster, several suppliers from Qatar, Russia, Malaysia and Indonesia exported cargoes to Japan through swaps and
diverted cargoes. Qatar, the world's largest supplier of flexible LNG, overtook Indonesia as the third largest supplier to Japan in 2011 and
provided most of the additional imports needed after the earthquake under short-term agreements. Japanese utility companies signed
agreements with QatarGas at the end of 2011 to secure longer term LNG supply.

Japan began importing LNG from Russia's Sakhalin terminal in 2009, and the two countries are discussing ways to increase gas imports to
Japan via a proposed pipeline or more LNG shipments. Additional supplies to Japan could stem from other new projects in Papua New
Guinea or North America in the long term. Reportedly, Japan is negotiating with US exporters for additional supply, though negotiations
depend on approval of export licenses by the US and the ability of the Japanese infrastructure to accept gas that is leaner in calorific value.
Japanese electric and gas companies and trading houses have signed contracts with various large LNG projects in Australia, most
significantly the Chevron-led Gorgon project, which will provide up to 2 Bcf/d of LNG to Asian markets by 2014. In 2012, Mitsui and
Mitsubishi purchased a 15 percent stake in Australia's Browse LNG project that will supply at least 1.6 Bcf/d of natural gas from the Browse
Basin in Western Australia.

Japan LNG Imports by Source, 2011
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Japanese regulations permit individual utilities and natural gas distribution companies to sign LNG supply contracts with foreign sources, in
addition to directly importing spot cargoes. The largest LNG supply agreements are held by Tokyo Gas, Osaka Gas, Toho Gas, Chubu
Electric and TEPCO, primarily with countries in Southeast Asia and the Middle East. Many of Japan's existing LNG contracts date from the
1970s and 1980s, and are set to expire over the next decade forcing Japan to renegotiate term contracts or locate shorter term supply.
Some industry analysts suggest that this is driving Japanese firms' interest in acquiring equity stakes in foreign liquefaction projects, in an
effort to guarantee future supply.

The power sector is the largest consumer of LNG, holding a 66 percent market share in 2011, according to FACTS Global Energy. City gas
demand makes up the remaining 34 percent of the gas market and consists primarily of industrial, residential and commercial sectors.
TEPCO is the largest electric utility and gas importer, holding 44 percent of the power generation market. Tokyo Gas makes up over a third
of the city gas share and is the second largest LNG importer.

Overseas Exploration and Production
Japanese companies have actively sought participation in natural gas exploration and production projects abroad. Some of the major
overseas upstream projects that Japan is involved in are:

Australia

« Ichthys Project, Browse Basin, Western Australia - Inpex holds a 73-percent stake in this offshore LNG project, slated to come online in
2017. It is expected to produce 400 Bcfly of LNG, most of which is reportedly intended for export to Japan.

» Mimia Project, Browse Basin - Inpex has a 76-percent stake. In 2008, Inpex announced that it made a new natural gas discovery in the
Mimia-1 well, WA-344-P block. Total owns 24 percent. The companies are considering linking the development of the Mimia field to the
adjacent Ichthys project.

* Pluto LNG Project - Tokyo Gas and Kansai Electric each acquired a 5-percent stake in Woodside's Pluto LNG project and signed a deal for
182 Bcfly of LNG for 15 years. The first train came online in early 2012, with estimated new capacity of 200 Bcfly of LNG.

 Timor Sea Joint Petroleum Development Area, including Bayu-Undan gas field - Inpex, Tokyo Gas, and TEPCO combined own 20 percent.
An LNG sales agreement was signed for annual supply of 146 Bcfly, and the first shipment was in 2006.

» Darwin LNG Terminal - Inpex, TEPCO, and Tokyo Gas hold a combined 20.5 percent stake in the 170 Bcf/ly Darwin LNG terminal, which
came online in 2006. TEPCO and Tokyo Gas have contracts totaling 146 Bcfly for 17 years.

Russia

* Sakhalin-Il - Mitsui and Mitsubishi hold stakes of 22.5 percent combined. Although Shell was originally the main operator of Sakhalin-II, in
April 2007 Gazprom became the majority shareholder, and the holdings of Shell, Mitsui, and Mitsubishi were reduced to 27.5, 12.5, and 10
percent respectively. In June 2008, the Japan Bank for International Cooperation (JBIC) and a consortium of international commercial banks
pledged $5.3 billion in project financing. Sakhalin Il went online in February 2009. At its peak, Sakhalin-Il is expected to produce 468 Bcfly,
and approximately 60 percent of the project's LNG will be sold to Japan.

* Vladivostok LNG terminal - In July 2010, Japan and Russia signed a preliminary agreement to build an LNG terminal with liquefaction
capacity of 244 Bcfly by 2017.
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Indonesia

» Masela Block, Abadi gas field, Timor Sea - Inpex holds a 100-percent stake in this field, with an estimated 10 Tcf of natural reserves. Inpex
is planning to build a floating LNG plant with a 220 Bcfly capacity, and the project is expected to be online and shipping 150-250 Bcfly of
LNG to Japan and elsewhere by 2016.

» Senoro LNG plant, Sulawesi - Mitsubishi holds 45 percent equity. The Senoro gas field is estimated to hold 1.5 Tcf of reserves. Mitsubishi is
building a 97 Bcf/ly LNG plant and will be the sole buyer of LNG from the plant, scheduled to come onstream in 2014.

» Mahakam Block and Attaka Unit, Offshore Kalimantan Island - Inpex and Total each hold 50 percent equity. These fields began producing
in 1972. Most of the natural gas is sent to Indonesia's Bontang liquefaction plant before being shipped to Japan. Inpex has a 20-year
production contract through 2017 and is currently negotiating to extend it further.

* Berau Block, Tangguh LNG Project, Papua Province - A joint venture between Inpex and Mitsubishi has a 22.9-percent interest in the Berau
Block and a 16.5-percent interest in the Tangguh Project. Reserves are estimated at 14.4 Tcf. The first cargo of LNG was shipped in July
2009. China, South Korea, and North America have long-term sales agreements for the 363 Bcfly of production.

« North Belut gas field, South Natuna Sea - Inpex has a 35-percent interest in this project, which is led by ConocoPhillips. The field came
online December 2009 at 97 Bcfly, and the gas is shipped to Malaysia under contract.

Electricity

Japan was the  Japan had 282 gigawatts (GW) of total installed electricity generating capacity, the third largest in the world behind the United States and
world's third largest ~ China, in 2010. However, after the damage to facilities by the March 2011 earthquake, IHS Global Insight estimates capacity fell to around
producer of nuclear 243 GW in mid-2011. From the 1 Terawatt hour (TWh) of electric power that Japan generated in 2010, 63 percent of which came from

power after the US  conventional thermal fuels, 27 percent from nuclear sources, 7 percent from hydroelectric sources, and 3 percent from other renewable
and France before  sources. According to the IEA, the share of thermal generation rose to 186 TWh or 73 percent of total generation in the first quarter of 2012,
the Fukushima  the highest on record as LNG and oil supplanted some nuclear power.
Daiichi nuclear power
plant accident in
March 2011.
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Although Japan accounts for the most electricity consumption in OECD Asia, it has one of the lowest electricity demand growth rates in the
region, projected at an average of 0.7 percent from 2007 through 2018 by the Federation of Electric Power Companies of Japan. The
damage to homes and industries by the earthquake and energy conservation efforts lowered power demand by 4.7 percent in 2011. In
2010, total generation was over 1 Terawatt-hour and has remained at about the same level for over a decade. Power demand could drop
again in 2012 depending on how quickly reconstruction efforts unfold and if nuclear power is renewed. The fuel portfolio for power
generation is expected to shift as some nuclear facilities remain permanently offline after the Fukushima disaster.

The Japanese government and electric utilities have taken several steps to ensure power supply meets demand following the Fukushima
crisis. Some of these measures for thermal power stations include restoring some of the disaster-affected plants, relaxed regulations on
inspections of the stations, and restarting mothballed oil-fueled stations. Also, the government promoted power restraints for consumers in
the disaster-affected areas throughout 2011, invoking a 15- percent power reduction on all consumer groups. The Energy and Environment
Council concluded that the government would need to request voluntary power saving efforts of 10 percent and 5 percent, respectively, from
end users of Kansai Electric Power Company (KEPCO) and Kyushu Electric Power Company during the summer of 2012. Also, the
government requested that four western service areas with surplus capacity to cut electricity consumption by five percent in order to
transfer power to the northeastern power areas with electricity deficits.

The Japanese government, under the new Prime Minister Yoshihiko Noda, began to officially discuss the new energy policy in October of
2011, to address safety measures and the future of nuclear energy following the March 11 earthquake and tsunami and revise the Basic
Energy Plan created in 2010. The 2010 Energy Plan calls for at least 12 new nuclear reactors to be constructed by 2020 and the nuclear
share of the electricity sector to increase to over a 50-percent share by 2030 as the country attempts to reduce GHG emissions. However,
the Fukushima catastrophe created greater public concerns and revealed potential dangers of an aggressive nuclear policy. Currently,
experts on an advisory panel to the government are in disagreement over the amount of nuclear fuel mix with proposals ranging from zero
to 35 percent by 2030. The revised energy policy is slated to take effect in the second half of 2012 and increase the role of LNG, oil, and
renewable fuels following the government's assessment of energy security for the country's power sector.

Current policy is that nuclear power plants can be effectively used, contingent on effective regulations imposed for safety measures. It
favors bringing back online some reactors suspended for maintenance, inspection and installation of safety measures in 2012, though aged
reactors should be decommissioned.

Sector Organization

Japan's electricity industry is dominated by 10 privately-owned, integrated power companies that act as regional monopolies, accounting for
about 85 percent of the country's total installed generating capacity. The remainder is generated by industrial facilities. The largest power
company is the Tokyo Electric Power Company (TEPCO), which accounts for 27 percent of total power generation in the country. These
companies also control the country's regional transmission and distribution infrastructure. Japan's electricity policies are managed by the
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Agency for Natural Resources and Environment, part of METI.

Other significant operators in the electricity market are the Japan Atomic Power Company, the first Japanese company to build a nuclear
reactor in 1960, which operates four nuclear power plants with 2.6 GW total and sells electricity to the local power companies, and the
Electric Power Development Company (J-Power), formerly a state-owned enterprise that was privatized in 2004. J-Power operates 16 GW
of hydroelectric and thermal power plants. It has also been involved in consulting services for electricity production and environmental
protection in 63 countries, mainly in the developing world, since 1960.

Electricity Generation

Conventional Thermal

Japan had about 182 GW of installed conventional thermal electric generating capacity in 2009 and electricity generation was 637 TWh in
2010. According to Japan Electric Power Information Center, there are currently 61 major thermal power plants, and 6 more are under
construction: 3 using LNG and 3 using coal for generation. The country's aging oil-fired power plants are used primarily as extra capacity to
meet peak demand, and less than 10 percent of total electricity produced was oil-generated in 2010. Coal and natural gas comprised 25
percent and 27 percent of total power supply, respectively.

Coal, typically used as a base load source for power generation, remains an important fuel source and accounted for 43 percent of fossil
fuel-fired generation in 2011, according to the International Energy Agency. Domestic coal production came to an end in 2002 and Japan
imported 207 million short tons in 2010, mainly from Australia. However, new, clean coal technologies are being pursued in the power sector
in efforts to meet environmental targets. As of mid-2011, Japan had 43 GW of coal-fired capacity according to IHS Global Insight. Several
coal-fired plants experienced significant damage following the 2011 earthquake since they were located near Fukushima. Because of this
factor, coal was not used as a substitute for nuclear power and actually experienced a negative growth in 2011.

The number of natural gas-fired power stations is increasing in Japan, and roughly 26 percent of electricity was natural gas-fired in 2010.
LNG accounted for 43 percent of the fossil fuel mix in 2011, rising from 37 percent in 2010. Capacity utilization in gas-fired power facilities is
close to 80 percent, so increasing LNG use in the short term is limited. The government has plans to construct more gas-fired power
generators, and currently, there are three proposed gas-fired power plants with 3.4 GW of capacity scheduled to come online by 2016. The
lead-time on greenfield plants is about 7 to 10 years mainly due to environmental permitting. However, TEPCO and Tohoku Electric Power,
utilities that suffered damage to their gas-fired plants in the earthquake zone, were temporarily exempted from these environmental
requirements.

Before the 2011 earthquake, Japanese utilities began removing oil-fired generation capacity due to higher operational costs. Unlike the
more constricted capacity at gas-fired facilities, capacity utilization at oil-fired facilities is less than 50 percent. Therefore, power generators
have more room to increase burn of crude oil and fuel oil than natural gas in the short term. Some utilities plan to bring back mothballed
facilities to compensate for lost nuclear power. Kansai Electric Power proposed restarting 2.4 GW of power at 5 units by summer 2012.
Chugoku Electric and Shikoku Electric plan to resume nearly 600 MW of power generation. Total oil-fired capacity was 60 GW, mostly
crude oil direct burn, by mid-2011.

Japanese electric utilities are burning more fuel oil and direct crude to make up for lost nuclear generation. Consumption of fuel oil and
crude oil in power sector were estimated at 210,000 bbl/d and 178,000 bbl/d, respectively, in 2011. Incremental demand for both fuel oil
and crude oil for power ranged between 130,000 bbl/d and 145,000 bbl/d in 2011. FACTS Global Energy forecasts that these figures could
increase by 19 percent for fuel oil to 252,000 bbl/d and 29 percent for crude oil to 230,000 bbl/d in 2012 assuming a few nuclear facilities
are brought online. In the first quarter of 2012 as nuclear capacity dwindled to zero, monthly demand growth for fuel oil and direct crude oil
burn was over 3 times higher on an annual basis. If no nuclear facilities are brought online in 2012, incremental oil demand for power could
be over 250,000 bbl/d on the whole

Nuclear

Before the Fukushima accident, Japan ranked as the third-largest nuclear power generator in the world behind the United States and
France. However, the country has gradually lost all of its nuclear generation capacity as its facilities have been removed from service due to
earthquake damage or for regular maintenance. General maintenance standards in Japan require facilities to come offline every 13 months
for inspections. The last reactor went offline in May 2012, and for the first time in over 40 years, Japan has no nuclear generation. The
average nuclear utilization rate dropped from 68 percent in 2010 to 38 percent in 2011.

Following the Fukushima accident, the Japanese government required facilities to pass two phases of stress tests issued by the Nuclear
Industrial Safety Authority (NISA) as well as local government approval. As of May 2012, only two idled reactors, Ohi No. 3 and 4, passed
the stress tests and approvals by both NISA and the Nuclear Safety Commission (NSC), but the facilities must receive authorization by local
government and the Prime Minister. Serious public concerns about bringing nuclear reactors back into operation may cause local
governments to challenge any federal approval. Some industry sources predict Japan will resume operation of a few reactors by the end of
summer 2012; however, Prime Minister Noda has delayed the approval of the facilities until stricter safety standards are drafted by the
government. Several factors ranging from public safety to energy security and economic impacts contribute to the debate on re-
commissioning the facilities.

Over 10 GW of nuclear capacity at the Fukushima, Onagawa, and Tokai facilities ceased operations immediately following the earthquake
and tsunami, and some of the reactors are permanently damaged from emergency seawater pumping efforts and not scheduled to be
brought back online. The government officially decommissioned four reactors with a capacity of 3 GW at the Fukushima Daiichi nuclear
plant in April 2012. Also, Japan recently reported that it would decommission any ageing reactors older than 40 years to improve safety.
Ultimately, this proposed law contributes to a long-term decline in nuclear capacity. Below is a snapshot of Japan's key nuclear facilities
including those affected by the 2011 earthquake.

Japan currently has 50 nuclear reactors with a total installed generating capacity of 46 GW, down from 54 reactors with 49 GW of capacity
in 2010. EIA estimates that Japan produced 274 TWh of nuclear-generated electricity in 2010. In its policy plans from 2010, the government
intended to increase nuclear's share of total electricity generation from 24 percent in 2008 to 40 percent by 2017 and to 50 percent by 2030,
according to the Ministry of Economy, Trade and Industry. However, the March 2011 Fukushima nuclear plant incident will likely shift
Japan's focus on nuclear energy growth and affect the government's energy fuel mix targets.

Japan has a full fuel cycle setup, including enrichment and reprocessing of used fuel for recycling. Japan has promoted nuclear electricity
over the years as a means of diversifying its energy sources and reducing carbon emissions, emphasizing safety and reliability. The World
Nuclear Association reports there are currently two nuclear plants with 2.7 GW of capacity under construction and originally scheduled to be
online by 2014. According to the Federation of Electric Power Companies in Japan, nuclear power has made a great contribution to Japan's
energy security by reducing its energy imports requirement by approximately 440 MMbbl/d per year and, because nuclear energy emits no
CO2, it reduces Japan's CO2 emissions by about 14 percent per year.
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Source: Global Insight
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Japan had installed hydroelectric generating capacity of 48 GW in 2009, accounting for about 16 percent of total electricity capacity. About
half of this capacity is pumped storage with another 5 GW scheduled to come online by 2020. Like nuclear power, hydropower is a source
for baseload generation in Japan because of the low generation costs and stable supply. Hydroelectric generation was 73 TWh in 2010,
making up about 7 percent of total net generation. The Japanese government has been promoting small hydropower projects to serve local
communities through subsidies and by simplifying procedures.

Wind, solar, and tidal power are being actively pursued in the country and installed capacity from these sources has increased in recent
years to about 4.6 GW in 2009, up from 0.8 GW in 2004. However, they continue to account for a relatively small share of generation at this
time.

As part of the revised energy policy plan, Japan is trying to encourage a greater use of renewable energy, from sources such as solar, wind,
geothermal, hydropower, and biomass, for power generation. Non-nuclear renewable energy made up about 4 percent of Japan's total
energy consumption and about 2 percent of the country's electricity generation in 2010. The Japanese legislature approved an act,
scheduled to be official in July 2012, compelling electric utilities to purchase electricity generated by renewable fuel sources, except for
nuclear, at fixed feed-in tariff prices. The costs are to be shared by government subsidies and the end users, though details of the act,
particularly the tariff price, are not entirely defined.
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SURFACE TRANSPORTATION BOARD
Washington, DC 20423

Office of Environmental Analysis

January 23, 2013

David H. Coburn

Steptoe & Johnson LLP

1330 Connecticut Avenue, NW
Washington, DC 20036

Re:  Docket No. FD 30186, Tongue River Railroad Company, Inc.—Rail
Construction and Operation—in Custer, Powder River and Rosebud Counties,
Mont.; Information Request #1

Dear Mr. Coburn:

We have reviewed the filings submitted by Tongue River Railroad Company, Inc.
(TRRC) dated October 16, 2012 and December 17, 2012 in connection with the above-
referenced proceeding. Consistent with 40 C.F.R. § 1506.5(a), we request the following
information to assist the Office of Environmental Analysis (OEA) in conducting the
environmental review in this case:

1. The December 17, 2012 supplemental application (*Supplemental
Application”) states that coal from the Otter Creek mine could move east or
west for domestic use or export, including export to Asia. See Rowlands VS at
4. Please provide more specific information about the potential market
locations for the coal that would be transported from the mines identified in the
Supplemental Application via the Tongue River Railroad. If TRRC does not
have this information, OEA requests a detailed explanation of why this
information cannot be supplied.

2. The Supplemental Application states that Otter Creek coal may find markets
overseas through U.S. ports along the Atlantic, Pacific, Great Lakes or Gulf
Coasts. See Supplemental Application at 20. Please provide information about
any potential plans to transport Otter Creek coal through U.S. ports in these
locations.

3. Please provide any information about potential shippers with whom Arch Coal
has negotiated or signed contracts to ship Powder River Basin (PRB) coal from
the Northern PRB on the Tongue River Railroad.



4. Please provide justification for construction and operation of the Montco Mine
spur to Terminus Point #1 (including information about the Montco mine itself
and other mines in the vicinity that might potentially be served by the spur in
the future).

5. The Supplemental Application states that 3.7 trains per day would travel on the
Tongue River Railroad. Because this number represents the average number of
trains per day, please provide the maximum number of trains per day that could
potentially travel on the Tongue River Railroad in the reasonably foreseeable
future if the line is approved and constructed.

Please provide the above-requested information at your earliest convenience, but no later
than February 5, 2013, to Mr. Ken Blodgett of my staff at 395 E Street, SW, Washington, DC,
20423, 202-245-0305 (e-mail address: Kenneth.Blodgett@stb.dot.gov) and to Mr. Alan
Summerville of ICF International, our independent third-party contractor, at 9300 Lee Highway,
Fairfax, Virginia, 22031, 703-934-3616 (e-mail address: Alan.Summerville@icfi.com). Please
feel free to contact me or Mr. Blodgett if you have any questions. Thank you for your assistance.

Sincerely,

ﬂ,\mﬁm}

Victoria Rutson
Director
Office of Environmental Analysis
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YAHOO! FINANCE

Arch Coal, Inc. Reports Fourth Quarter and Full Year 2012
Results

Bolstered cash and liquidity position to $1.4 billion as of Dec. 31, 2012
Western Bituminous Region delivered record operating performance last year
Expects metallurgical sales volume growth in 2013 versus 2012

Press Release: Arch Coal, Inc. — Tue, Feb 5, 2013 7:45 AM EST

ST. LOUIS, Feb. 5, 2013 /PRNewswire/ --

Earnings Highlights

Quarter Ended Year Ended
In $ millions, except per share data 12/31112 12/31/11 12/31112 12/31/111
Revenues $968.2 $1,228.8 $4,159.0 $4,285.9
Income (Loss) from Operations (282.6) 139.7 (681.6) 413.6
Net Income (Loss) ' (295.4) 70.9 (684.0) 141.7
Diluted EPS (LPS) (1.39) 0.33 (3.24) 0.74
Adjusted Net Income (Loss) 2 (88.7) 61.5 (76.7) 205.2
Adijusted Diluted EPS (LPS) 2 (0.42) 0.29 (0.36) 1.07
Adjusted EBITDA 2 $71.2 $270.4 $688.5 $921.1

1/- Net income attributable to ACI.

2/- Defined and reconciled under "Reconciliation of non-GAAP measures" in the release.

Arch Coal, Inc. (ACI) today reported a net loss of $295 million, or $1.39 per diluted share, for the fourth quarter of 2012.
Excluding acquired sales contract amortization, goodwill and intangible asset impairment charges, other non-operating
expenses and the related tax impacts of these items, Arch's fourth quarter 2012 adjusted net loss was $89 million, or
$0.42 per diluted share. In the fourth quarter of 2011, Arch reported adjusted net income of $62 million, or $0.29 per
diluted share.

(Logo: http://photos.prnewswire.com/prnh/20120727/CG47668LOGO)

Revenues totaled $968 million and adjusted earnings before interest, taxes, depreciation, depletion and amortization
("EBITDA") was $71 million for the three months ended Dec. 31, 2012. Excluding a one-time $58 million charge related
to a customer contract obligation, fourth quarter 2012 adjusted EBITDA would have been $130 million.

"Arch continued to successfully execute its operational strategy and made progress on a number of fronts in the fourth
quarter while weathering challenging coal market conditions," said John W. Eaves, Arch's president and chief executive
officer. "Our Western Bituminous Region delivered a record cash margin performance, and our other regions generated
positive cash flow even while running at significantly reduced volume levels. In addition, we shipped 3 million tons
overseas in the fourth quarter, capping a record year for company exports."

Annual Highlights

For full year 2012, Arch reported an adjusted net loss of $77 million, or $0.36 per share. Revenues totaled $4.2 billion on
coal sales of 141 million tons in 2012 compared with $4.3 billion in revenues on coal sales of 155 million tons in the prior
year. Adjusted EBITDA was $688 million in 2012 versus $921 million in 2011.

http://finance.yahoo.com/news/arch-coal-inc-reports-fourth-124500359.html 2/25/2013
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"Arch achieved several notable milestones while managing through a tough 2012," said Eaves. "First, we delivered another
strong performance in our core values of employee safety and environmental stewardship. Second, the company's exports
rose to a record 13.6 million tons in 2012, demonstrating its growing presence in the seaborne coal trade. Third, we
further improved our operational efficiency through the consolidation of operations, strong cost control at active
operations and significant reductions in capital spending. Lastly, we further bolstered our liquidity to $1.4 billion,

positioning Arch to weather near-term market headwinds and emerge from this cycle as an even stronger producer."”

"Looking ahead, we are seeing signs that a coal market rebound is possible in the second half of 2013," added Eaves. "At
Arch, we are running our operations in a manner that will enable us to capitalize on the rebound as it occurs. We are
proactively responding to increased interest for Western Bituminous coal after several years of weakness. We are also
making progress in realigning our asset portfolio in Appalachia — and expect our competitive position to be further
enhanced as the Leer longwall starts up in the third quarter of 2013. In the Powder River Basin, we are continuing to

focus on controlling costs as we manage our operations at significantly reduced production levels."
Financial Items

In the fourth quarter of 2012, Arch recorded a non-cash impairment charge of $231 million related to the company's
goodwill and intangible assets, primarily due to the decline in benchmark metallurgical coal prices versus 2011. These
charges have no impact on Arch's liquidity and cash flow from operations and do not impact the company's ongoing
business operations. Arch also recorded a $58 million charge in the fourth quarter to reflect the rejection of a customer
supply contract by the U.S. Bankruptcy Court and the assumption of the contract obligation by Arch. Accordingly, Arch
accrued for the full present value of the contract in 2012.

Also in the fourth quarter, Arch issued a $375 million senior unsecured note and an incremental $250 million secured
term loan. The company also maintains borrowing capacity under a $350 million revolving credit facility and a $250
million asset securitization program. As of Dec. 31, 2012, Arch had total available liquidity of $1.4 billion, of which $1.0
billion was in cash and short-term interest-bearing securities. Debt outstanding at the end of 2012, net of cash and

investments, totaled $4.1 billion, and the company's net debt-to-capital ratio was 59 percent.

"Arch proactively completed several financing initiatives last year that fortified our cash position, relaxed restrictive
financial covenants until late 2015 and eliminated debt maturities until 2016," said John T. Drexler, Arch's senior vice
president and chief financial officer. "This strategy has provided Arch with ample financial flexibility to overcome market
headwinds."

Core Values

Arch maintained its leading position in the U.S. coal industry for safety performance and environmental compliance
during 2012. Arch's 2012 lost-time safety rate was three times better than the national coal industry average, ranking the
company first among its major diversified U.S. coal industry peers for the seventh consecutive year. In addition, Arch
received a total of 17 national and state safety awards and honors in 2012, including the prestigious Sentinels of Safety
award.

Arch also excelled in environmental stewardship in 2012, earning a total of seven environmental awards at the national,
state and regional levels for its efforts in reclaiming land and safeguarding wildlife. Included among these honors, Arch
became the first mining company to receive the Conservation Legacy Award from the National Museum of Forest Service
History last year. The company's 2012 environmental compliance rate again ranked among the best of its major U.S. coal
industry peers. Furthermore, five of Arch's operations and facilities attained A Perfect Zero — that is, operating with zero

reportable injuries and zero environmental violations — during 2012.

"I'm extremely proud of our employees for remaining keenly focused on living our core values as well as garnering two

dozen external awards and honors in 2012," said Paul A. Lang, Arch's executive vice president and chief operating officer.

Operational Results

http://finance.yahoo.com/news/arch-coal-inc-reports-fourth-124500359.html 2/25/2013
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"Arch continued to execute solid cost control — with fourth quarter 2012 consolidated cash costs declining versus the third
quarter and reaching their lowest level of the year," said Lang. "In particular, our Western Bituminous Region finished
2012 with a record fourth quarter performance, which helped offset anticipated cost increases in the Powder River Basin.
For the full year, our operations met — and in some cases exceeded — our expectations, despite the challenging coal market
environment that prevailed during 2012."

Arch Coal, Inc.

4Q12 3Q12 FY12 FY11
Tons sold (in millions) 36.1 37.5 140.7 155.3
Average sales price per ton $24.21 $25.57 $25.90 $25.34
Cash cost per ton $19.44 $20.16 $20.49 $18.71
Cash margin per ton $4.77 $5.41 $5.41 $6.63
Total operating cost per ton $22.88 $23.50 $24.17 $21.68
Operating margin per ton $1.33 $2.07 $1.73 $3.66

Consolidated results may not tie to regional breakout due to exclusion of other assets, rounding.
Operating cost per ton includes depreciation, depletion and amortization per ton.
Amounts reflected in this table have been adjusted for certain transactions.

For a description of adjustments, refer to the regional schedule at http://investor.archcoal.com

Arch earned $4.77 per ton in consolidated cash margin in the fourth quarter of 2012 compared with $5.41 per ton in the
third quarter. Consolidated sales price per ton in the fourth quarter decreased 5 percent versus the third quarter,
primarily reflecting lower prices on export and market-based domestic sales. Consolidated cash costs per ton declined
nearly 4 percent over the same time period, due to lower costs in several operating regions and a larger percentage of
lower-cost tons in the company's overall volume mix.

For full year 2012, Arch recorded a consolidated cash margin of $5.41 per ton versus $6.63 per ton in the prior year. Sales
volume in 2012 fell by nearly 15 million tons compared with 2011, as the company elected to reduce production and close
mines in response to weak coal market conditions. Consolidated sales price per ton rose slightly over the same time
period, but was offset by an increase in per-ton cash costs due to operating at reduced volume levels.

Powder River Basin

4Q12 3Q12 FY12 FY11
Tons sold (in millions) 27.6 277 104.4 117.8
Average sales price per ton $13.12 $13.79 $13.61 $13.62
Cash cost per ton $11.58 $10.92 $11.19 $10.49
Cash margin per ton $1.54 $2.87 $2.42 $3.13
Total operating cost per ton $13.18 $12.51 $12.79 $11.95
Operating margin per ton ($0.06) $1.28 $0.82 $1.67

Operating cost per ton includes depreciation, depletion and amortization per ton.

Amounts reflected in this table have been adjusted for certain transactions.

In the Powder River Basin, Arch recorded a cash margin of $1.54 per ton in the fourth quarter of 2012 compared with
$2.87 per ton in the third quarter. Fourth quarter sales price declined $0.67 per ton versus the third quarter, in part due
to lower prices on export sales. Cash costs increased $0.66 per ton over the same time period, mainly reflecting
anticipated higher maintenance expense.
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For full year 2012, Arch earned a cash margin of $2.42 per ton in the Powder River Basin versus $3.13 per ton in 2011.
While sales price per ton was flat in 2012 versus the prior year, sales volume declined 11 percent as the company idled
equipment until coal market fundamentals improve. Cash costs per ton increased 6.7 percent over the same time period,

as the impact of operating at reduced volume levels was somewhat offset by successful efforts to control costs in the

region.
Appalachia
4Q12 3Q12 FY12 FY11
Tons sold (in millions) 4.2 4.7 18.6 19.3
Average sales price per ton $83.50 $83.84 $85.06 $87.12
Cash cost per ton $70.23 $69.19 $69.46 $63.40
Cash margin per ton $13.27 $14.65 $15.60 $23.72
Total operating cost per ton $84.78 $82.41 $84.09 $73.97
Operating margin per ton ($1.28) $1.43 $0.97 $13.15

Operating cost per ton includes depreciation, depletion and amortization per ton.

Amounts reflected in this table have been adjusted for certain transactions.

In Appalachia, fourth quarter 2012 cash margin per ton decreased 9 percent compared with the third quarter. Sales
volumes in the fourth quarter fell nearly 11 percent versus the third quarter, as Arch elected to idle incremental higher-
cost production at the Cumberland River and Vindex mining complexes. Sales price per ton declined slightly over the
same time period, due to lower pricing on thermal coal sales. As anticipated, fourth quarter 2012 cash costs per ton
increased slightly versus the third quarter, reflecting the company's ongoing realignment of its portfolio in the region
toward metallurgical assets.

For full year 2012, Arch earned a cash margin of $15.60 per ton in Appalachia versus $23.72 per ton in 2011. Thermal
sales volumes declined nearly 7 percent in 2012 compared with 2011, while metallurgical sales were flat at 7.5 million
tons. Sales price per ton decreased 2 percent over the same time period, driven by lower pricing on metallurgical sales.
Cash costs per ton in 2012 increased 9.5 percent versus 2011, due to the impact of lower volume levels and mine closures,

as well as a larger percentage of metallurgical coal in the company's regional volume mix.

Western Bituminous Region

4Q12 3Q12 FY12 FY11
Tons sold (in millions) 3.8 4.6 15.6 17.0
Average sales price per ton* $37.37 $35.50 $35.67 $35.72
Cash cost per ton* $18.69 $23.94 $22.20 $24.00
Cash margin per ton $18.68 $11.56 $13.47 $11.72
Total operating cost per ton* $23.15 $27.84 $26.80 $28.77
Operating margin per ton $14.22 $7.66 $8.87 $6.95

*Sales prices and costs in the region are presented f.0.b. point for domestic customers.
Operating cost per ton includes depreciation, depletion and amortization per ton.

Amounts reflected in this table have been adjusted for certain transactions.

In the Western Bituminous Region, Arch earned a record cash margin of $18.68 per ton in the fourth quarter of 2012
versus $11.56 per ton in the third quarter. Volumes in the fourth quarter declined moderately compared with the third
quarter. Of note, the longwall at Skyline resumed operation in late October, while the longwall at Dugout Canyon was
idled after completing its final panel in the Gilson seam. Sales price per ton increased 5 percent over the same time
period, reflecting a favorable mix of customer shipments. Cash costs per ton in the fourth quarter declined more than 20
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percent, partially driven by incremental production from Dugout Canyon's longwall when compared with the third

quarter.

For full year 2012, cash margin per ton in the Western Bituminous Region improved 15 percent versus 2011. Sales
volumes in 2012 declined 8 percent year over year, while sales price per ton remained flat versus 2011. Cash costs per ton
declined 7.5 percent over the same time period, benefiting from solid cost control at the company's operations in the

region.
Market Trends

While coal markets remain under pressure, there are positive indications of a potential recovery in demand and pricing
over the course of 2013. Among them:
« In 2013, Arch expects U.S. power producers to increase output at coal-fueled power plants — as higher natural gas
prices relative to last year make western U.S. coals an increasingly competitive resource for electricity generation.
Internal forecasts suggest U.S. coal consumption in 2013 will rise by as much as 50 million tons versus last year.
« Improved performance in China's manufacturing sector, resilient steel utilization rates in North America and
economic stabilization in eastern and, in some cases, western Europe all point to higher steel output, and stronger
metallurgical coal demand, in 2013. At the same time, global metallurgical production curtailments have reached nearly
35 million metric tonnes annualized. These supply and demand trends should lead to better balance in metallurgical
markets as the year progresses.
+ Colder winter temperatures in major coal-burning regions of Asia, as well as coal's competitive advantage versus
other power generation fuels in Europe, should help support U.S. coal exports in 2013. Seaborne coal demand remains
strong, and the company continues to field interest from overseas customers for both metallurgical and thermal coals.
Arch believes 2013 U.S. coal exports should remain at elevated levels, albeit likely lower than in 2012.
« Continued rationalization of high-cost domestic supply, coupled with improved U.S. coal burn, will result in further
liquidation of coal stockpiles at U.S. power generators in 2013. According to government data, U.S. coal production
declined nearly 80 million tons in 2012, with the rate of decline accelerating in the fourth quarter. Production from

Central Appalachia declined 36 million tons in 2012, and ended the year below 150 million tons.

"We are beginning to see signs of a recovery in coal markets after a very challenging 2012," said Eaves. "Assuming normal
weather trends prevail — and economic activity continues to accelerate — we see global coal supply and demand balancing

over the course of 2013, setting the stage for improved market fundamentals."
Company Outlook

Arch has established production targets for 2013, and expects sales from company-controlled operations of between 133
million and 144 million tons for the full year. Included in this range are projected sales of 8 million to 9 million tons of
metallurgical coal. At expected volume levels, Arch is nearly 9o percent committed on thermal sales for 2013. Given the
below-capacity production levels set for 2013, Arch currently anticipates that cash costs per ton in each of its operating

regions will be similar to 2012 levels.

"On the thermal side of our business, we have layered in some sales to run our mines efficiently in 2013, but have elected
to continue operating at reduced volume levels at this time," said Lang. "We have also maintained some sales leverage
where we believe opportunities will present themselves over the course of 2013. On the metallurgical side, we have strong
commitments from our North American customer base, and we have some of our higher-quality coals still available to

capture potential upside in an improving seaborne marketplace."

Capital expenditures totaled $395 million in 2012, which was $145 million less than in 2011 and $25 million less than the
company's projected spend. For 2013, Arch expects capital spending to be at or below $350 million, which includes $100
million for the completion of the Leer metallurgical mine in Appalachia and $80 million for reserve additions. The

remaining capital expenditures will pertain to maintenance and efficiency projects.
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"We expect 2013 to be a rebalancing year for global and domestic coal markets, and our current guidance range reflects
this assumption," said Eaves. "Coal price increases are likely to follow what we expect will be improving coal supply and
demand trends. As such, we believe our performance in the second half of 2013 is likely to be stronger than in the first
half."

"Looking ahead, we will focus on what we can control — costs, capital spending and sales commitments," added Eaves.
"While we can't predict exactly when demand will accelerate, we are well positioned to deliver improved results when it
does. As market fundamentals strengthen, we expect a favorable impact on sales volumes and pricing in future periods."

2013 2014

Tons $ per ton Tons $ per ton
Sales Volume (in millions tons)
Thermal 125-135
Met 8-9
Total 133 - 144
Powder River Basin
Committed, Priced 86.3 $13.37 51.1 $14.22
Committed, Unpriced 9.1 13.6
Average Cash Cost $10.75 - $11.50
Western Bituminous
Committed, Priced 11.4 $38.74 7.4 $40.86
Committed, Unpriced 1.7 0.2
Average Cash Cost $24.00 - $27.00
Appalachia
Committed, Priced Thermal 52 $64.72 1.7 $53.98
Committed, Unpriced Thermal 0.4 0.3
Committed, Priced Metallurgical 3.9 $93.37 -
Committed, Unpriced Metallurgical 0.2 -
Average Cash Cost $66.00 - $72.00
lllinois Basin
Committed, Priced 21 $42.50 1.7 $42.33
Average Cash Cost $34.00 - $36.00
Corporate (in $ millions)
D,D&A $510 - $540
S,G&A $130 - $140
Interest Expense $360 - $370
Capital Expenditures $330 - $360

A conference call regarding Arch Coal's fourth quarter and full year 2012 financial results will be webcast live today at 11
a.m. Eastern time. The conference call can be accessed via the "investor" section of the Arch Coal website
(http://investor.archcoal.com).

U.S.-based Arch Coal, Inc. is one of the world's top coal producers for the global steel and power generation industries,
serving customers in 25 countries on five continents. Its network of mining complexes is the most diversified in the
United States, spanning every major coal basin in the nation. The company controls a 5.5-billion-ton reserve base of high-
quality metallurgical and thermal coals, with access to all major railroads, inland waterways and a growing number of

seaborne trade channels. For more information, visit www.archcoal.com.

Forward-Looking Statements: This press release contains "forward-looking statements" — that is, statements related to

future, not past, events. In this context, forward-looking statements often address our expected future business and
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financial performance, and often contain words such as "expects," "anticipates," "intends," "plans," "believes," "seeks,"
or "will." Forward-looking statements by their nature address matters that are, to different degrees, uncertain. For us,
particular uncertainties arise from changes in the demand for our coal by the domestic electric generation industry;
from legislation and regulations relating to the Clean Air Act and other environmental initiatives; from operational,
geological, permit, labor and weather-related factors; from fluctuations in the amount of cash we generate from
operations; from future integration of acquired businesses; and from numerous other matters of national, regional and
global scale, including those of a political, economic, business, competitive or regulatory nature. These uncertainties
may cause our actual future results to be materially different than those expressed in our forward-looking statements.
We do not undertake to update our forward-looking statements, whether as a result of new information, future events
or otherwise, except as may be required by law. For a description of some of the risks and uncertainties that may affect
our future results, you should see the risk factors described from time to time in the reports we file with the Securities
and Exchange Commission.

Arch Coal, Inc. and Subsidiaries

Condensed Consolidated Statements of Operations

(In thousands, except per share data)

Three Months Ended Year Ended
December 31, December 31,
2012 2011 2012 2011
(Unaudited)
Revenues $ 968,231 $ 1,228,756 $ 4,159,038 $ 4,285,895
Costs, expenses and other operating
Cost of sales 809,074 945,786 3,438,013 3,267,910
Depreciation, depletion and amortization 125,836 146,267 525,508 466,587
Amortization of acquired sales contracts, net (2,628) (16,577) (25,189) (22,069)
Change in fair value of coal derivatives and
coal trading activities, net 13,237 (12,155) (16,590) (2,907)
Selling, general and administrative expenses 34,994 26,307 134,299 119,056
Contract settlement resulting from Patriot
Coal bankruptcy 58,335 — 58,335 —
Legal contingencies — — (79,532) —
Mine closure and asset impairment costs — — 523,568 7,316
Goodwill and other intangible asset
impairment 230,632 — 346,423 —
Acquisition and transition costs — 1,316 — 47,360
Other operating income, net (18,604) (1,916) (64,209) (10,934)
1,250,876 1,089,028 4,840,626 3,872,319

Income (loss) from operations (282,645) 139,728 (681,588) 413,576
Interest expense, net:
Interest expense (88,416) (75,663) (317,626) (230,186)
Interest and investment income 1,910 968 5,478 3,309

(86,506) (74,695) (312,148) (226,877)
Other nonoperating expenses
Net loss resulting from early retirement and
refinancing of debt (4,626) — (23,668) (1,958)
Bridge financing costs related to ICG — — — (49,490)

(4,626) - (23,668) (51,448)

Income (loss) before income taxes (373,777) 65,033 (1,017,404) 135,251
Benefit from income taxes (78,354) (6,182) (333,717) (7,589)
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Net income (loss) (295,423) 71,215 (683,687) 142,840
Less: Net income attributable to

noncontrolling interest —_ (335) (268) (1,157)

Net income (loss) attributable to Arch Coal,

Inc. $ (295,423) $ 70,880 $ (683,955) $ 141,683

Earnings (loss) per common share

Basic earnings (loss) per common share $ (1.39) $ 0.34 $ (3.24) $ 0.75

Diluted earnings (loss) per common share $ (1.39) $ 0.33 $ (3.24) $ 0.74

Weighted average shares outstanding

Basic 212,048 211,416 211,381 190,086
Diluted 212,048 211,840 211,381 190,905
Dividends declared per common share $ 0.03 $ 0.11 $ 0.20 $ 0.43
Adjusted EBITDA (A) $ 71,195 $ 270,399 $ 688,454 $ 921,138

(A) Adjusted EBITDA is defined and reconciled under "Reconciliation of Non-GAAP Measures" later in this release.

Arch Coal, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets

(In thousands)

December 31,

2012 2011
(Unaudited)
Assets
Current assets
Cash and cash equivalents $ 784,622 $ 138,149
Restricted cash 3,453 10,322
Short term investments 234,305 —
Trade accounts receivable 247,539 380,595
Other receivables 84,541 88,584
Inventories 365,424 377,490
Prepaid royalties 11,416 21,944
Deferred income taxes 67,360 42,051
Coal derivative assets 22,975 13,335
Other 92,469 110,304
Total current assets 1,914,104 1,182,774
Property, plant and equipment, net 7,337,098 7,949,150
Other assets
Prepaid royalties 87,773 86,626
Goodwill 265,423 596,103
Equity investments 242,215 225,605
Other 160,164 173,701
Total other assets 755,575 1,082,035
Total assets $10,006,777 $10,213,959

Liabilities and Stockholders' Equity

Current liabilities
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Accounts payable $ 224,418 $ 383,782
Coal derivative liabilities 1,737 7,828
Accrued expenses and other current liabilities 318,018 348,207
Current maturities of debt and short-term borrowings 32,896 280,851

Total current liabilities 577,069 1,020,668
Long-term debt 5,085,879 3,762,297
Asset retirement obligations 409,705 446,784
Accrued pension benefits 67,630 48,244
Accrued postretirement benefits other than pension 45,086 42,309
Accrued workers' compensation 81,629 71,948
Deferred income taxes 664,182 976,753
Other noncurrent liabilities 221,030 255,382

Total liabilities 7,152,210 6,624,385
Redeemable noncontrolling interest — 11,534

Stockholders' Equity

Common stock 2,141 2,136
Paid-in capital 3,026,823 3,015,349
Treasury stock, at cost (53,848) (53,848)
Retained earnings (accumulated deficit) (104,042) 622,353
Accumulated other comprehensive loss (16,507) (7,950)
Total stockholders' equity 2,854,567 3,578,040
Total liabilities and stockholders' equity $10,006,777 $10,213,959

Arch Coal, Inc. and Subsidiaries

Cond d C lidated Si 1ts of Cash Flows

(In thousands)

December 31,

2012 2011
(Unaudited)
Operating activities
Net income (loss) $ (683,687) $ 142,840
Adjustments to reconcile to cash provided by operating activities:
Depreciation, depletion and amortization 525,508 466,587
Amortization of acquired sales contracts, net (25,189) (22,069)
Noncash mine closure and asset impairment costs 515,491 7,316
Goodwill and other intangible asset impairment 330,680 —
Amortization relating to financing activities 20,238 14,067
Net loss resulting from early retirement of debt and refinancing activities 23,668 1,958
Bridge financing costs related to ICG — 49,490
Prepaid royalties expensed 22,650 34,842
Employee stock-based compensation expense 11,822 10,882
Changes in:
Receivables 113,531 (74,914)
Inventories 9,468 (50,900)
Coal derivative assets and liabilities (13,158) 6,079
Accounts payable, accrued expenses and other current liabilities (171,580) 52,191
Income taxes, net 27,545 (21,759)
Deferred income taxes (336,036) 10,519
Asset retirement obligations (42,531) 3,868
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Other 4,384 11,245

Cash provided by operating activities 332,804 642,242

Investing activities

Acquisition of businesses, net of cash acquired — (2,894,339)
Capital expenditures (395,225) (540,936)
Additions to prepaid royalties (13,269) (29,957)
Proceeds from dispositions of property, plant and equipment 22,825 25,887
Purchases of short term investments (236,862) —
Proceeds from sales of short term investments 1,754 —
Investments in and advances to affiliates (17,758) (61,909)
Purchase of noncontrolling interest (17,500) —
Change in restricted cash 6,869 5,167
Consideration paid related to prior business acquisitions —_ (829)

Cash used in investing activities (649,166) (3,496,916)

Financing activities

Proceeds from the issuance of senior notes 359,753 2,000,000
Proceeds from term note 1,633,500 —
Proceeds from the issuance of common stock, net — 1,267,933
Payments to retire debt (452,934) (605,178)

Net increase (decrease) in borrowings under lines of credit and commercial

paper program (481,300) 424,396
Payments on term note (7,625) —
Net payments on other debt (682) 5,334
Debt financing costs (50,568) (114,823)
Dividends paid (42,440) (80,748)
Issuance of common stock under incentive plans 5,131 2,316

Cash provided by financing activities 962,835 2,899,230
Increase in cash and cash equivalents 646,473 44,556
Cash and cash equivalents, beginning of period 138,149 93,593
Cash and cash equivalents, end of period $ 784,622 $ 138,149

Arch Coal, Inc. and Subsidiaries
Schedule of Consolidated Debt

(In thousands)

December 31,

2012 2011
(Unaudited)
Indebtedness to banks under credit facilities $ — $ 481,300
Term loan ($1.6 billion face value) due 2018 1,627,383 —
6.75% senior notes ($450.0 million face value) due 2013 — 450,971
8.75% senior notes ($600.0 million face value) due 2016 590,999 588,974
7.00% senior notes due 2019 at par 1,000,000 1,000,000
9.875% senior notes ($375.0 million face value) due 2019 360,042 —
7.25% senior notes due 2020 at par 500,000 500,000
7.25% senior notes due 2021 at par 1,000,000 1,000,000
Other 40,349 21,903
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5,118,773 4,043,148

Less: current maturities of debt and short-term borrowings 32,896 280,851

Long-term debt $ 5,085,877 $ 3,762,297
Calculation of net debt

Total debt $ 5,118,773 $ 4,043,148

Less liquid assets

Cash and cash equivalents 784,622 138,149

Short term investments 234,305 —

1,018,927 138,149

Net debt $ 4,099,846 $ 3,904,999

Arch Coal, Inc. and Subsidiaries
Reconciliation of Non-GAAP Measures

(In thousands)

Included in the accompanying release, we have disclosed certain non-GAAP measures as defined by Regulation G.

The following reconciles these items to net income and cash flows as reported under GAAP.

Adjusted EBITDA

Adjusted EBITDA is defined as net income attributable to the Company before the effect of net interest expense, income
taxes, depreciation, depletion and amortization, and the amortization of acquired sales contracts. Adjusted EBITDA may

also be adjusted for items that may not reflect the trend of future results.

Adjusted EBITDA is not a measure of financial performance in accordance with generally accepted accounting principles,
and items excluded from Adjusted EBITDA are significant in understanding and assessing our financial condition.
Therefore, Adjusted EBITDA should not be considered in isolation, nor as an alternative to net income, income from
operations, cash flows from operations or as a measure of our profitability, liquidity or performance under generally
accepted accounting principles. We believe that Adjusted EBITDA presents a useful measure of our ability to incur and
service debt based on ongoing operations. Furthermore, analogous measures are used by industry analysts to evaluate our
operating performance. In addition, acquisition related expenses are excluded to make results more comparable between
periods. Investors should be aware that our presentation of Adjusted EBITDA may not be comparable to similarly titled

measures used by other companies. The table below shows how we calculate Adjusted EBITDA.

Three Months Ended Year Ended
December 31, December 31,
2012 2011 2012 2011
(Unaudited)

Net income (loss) $ (295,423) $ 71215 $ (683,687) $ 142,840
Income tax benefit (78,354) (6,182) (333,717) (7,589)
Interest expense, net 86,506 74,695 312,148 226,877
Depreciation, depletion and
amortization 125,836 146,267 525,508 466,587
Amortization of acquired
sales contracts, net (2,628) (16,577) (25,189) (22,069)
Mine closure and asset
impairment costs — — 523,568 7,316
Goodwill and other
intangible asset impairment 230,632 — 346,423 —
Acquisition and transition
costs — 1,316 — 56,885

4,626 — 23,668 51,448
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Other nonoperating
expenses

Net income attributable to

noncontrolling interest — (335) (268) (1,157)
Adjusted EBITDA $ 71,195 $ 270,399 $ 688,454 $ 921,138
Adj dneti and adj d diluted earnings per common share

Adjusted net income and adjusted diluted earnings per common share are adjusted for the after-tax impact of acquisition
related costs and are not measures of financial performance in accordance with generally accepted accounting principles.
We believe that adjusted net income and adjusted diluted earnings per common share better reflect the trend of our future
results by excluding items relating to significant transactions. The adjustments made to arrive at these measures are
significant in understanding and assessing our financial condition. Therefore, adjusted net income and adjusted diluted
earnings per share should not be considered in isolation, nor as an alternative to net income or diluted earnings per

common share under generally accepted accounting principles.

Three Months Ended Year Ended
December 31, December 31,
2012 2011 2012 2011
(Unaudited)

Net income (loss)
attributable to Arch Coal $ (295,423) $ 70,880 $ (683,955) $ 141,683
Amortization of acquired
sales contracts, net (2,628) (16,577) (25,189) (22,069)
Mine closure and asset
impairment costs — — 523,568 7,316
Goodwill and other
intangible asset impairment 230,632 — 346,423 —_
Acquisition and transition
costs — 1,316 — 56,885
Other nonoperating
expenses 4,626 — 23,668 51,448
Tax impact of adjustments (25,905) 5,890 (261,166) (30,063)
Adjusted net income (loss)
attributable to Arch Coal $ (88,698) $ 61,509 $ (76,651) $ 205,200
Diluted weighted average
shares outstanding 212,048 211,840 211,381 190,905
Diluted earnings (loss) per
share $ (1.39) $ 0.33 $ (3.24) $ 0.74
Amortization of acquired
sales contracts, net (0.01) (0.08) (0.12) (0.12)
Mine closure and asset
impairment costs — — 2.48 0.04
Goodwill and other
intangible asset impairment 1.09 e 1.64 —
Acquisition and transition
costs — 0.01 — 0.30

0.02 — 0.11 0.27
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Other nonoperating
expenses

Tax impact of adjustments (0.13) 0.03 (1.23) (0.16)

Adjusted diluted earnings
(loss) per share $ (0.42) $ 0.29 $ (0.36) $ 1.07
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Shilling: Growth Could End
Fed’s War on Deflation
Q

Arch Coal Loss Wider Than Expected as
Sales Volumes Fall

By Sonja EImquist - Feb 5, 2013 9:18 AM ET

1 COMMENT Q QUEUE

Arch Coal Inc. (ACI), the country’s fourth-largest producer of the fuel, reported quarterly
revenue and a loss that were worse than expected after sales volumes declined 15 percent
on weaker demand.

The fourth-quarter net loss was $295.4 million, or $1.39 a share, compared with net income
of $70.9 million, or 33 cents, a year earlier, St. Louis-based Arch said in a statement today.
Excluding an asset writedown and other items, the loss was 42 cents a share, missing the 14
-cent average of 23 analysts’estimates compiled by Bloomberg.

Revenue fell to $968.2 million from $1.23 billion a year earlier, missing the $1.01 billion
average of 15 estimates. Arch fell 4 percent to $6.65 at 9:17 a.m. in New York before the
start of regular trading.

Arch sells thermal coal used to generate electricity and metallurgical coal, a steelmaking raw
material. Domestic thermal coal demand tumbled last year amid mild weather and as prices
for natural gas, a competing fuel, dropped to the lowest in a decade. Arch, which has now
reported four straight quarterly adjusted losses, said today its coal sales will be 133 million to
144 million tons of coal in 2013. Volumes dropped to 141 million tons from 155 million tons.

Peabody Energy Corp. is the country’s largest coal producer by sales, followed by Alpha
Natural Resources Inc. and Consol Energy Inc.

(Arch scheduled a conference call at 11 a.m. New York time, which can be accessed at
http://investor.archcoal.com.)

To contact the reporter on this story: Sonja EImquist in New York at
selmquist1@bloomberg.net
To contact the editor responsible for this story: Simon Casey at scasey4@bloomberg.net
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Operator

Good day, everyone and welcome to this Arch Coal Incorporated Fourth Quarter 2012 Earnings Release Conference
Call. Today’s call is being recorded. At this time, | would like to turn the call over to Ms. Jennifer Beatty, Vice President
of Investor Relations. Please go ahead.

Jennifer Beatty

Good morning from St. Louis. Thanks for joining us today. Before we begin, let me remind you that certain statements
made during this call, including statements relating to our expected future business and financial performance may be
considered forward-looking statements, according to the Private Securities Litigation Reform Act. Forward-looking
statements by their nature address matters that are to different degrees uncertain.

These uncertainties, which are described in more detail in the annual and quarterly reports that we file with the
Securities and Exchange Commission may cause our actual future results to be materially different than those
expressed in our forward-looking statements. We do not undertake to update our forward-looking statements, whether
as a result of new information, future events or otherwise, except as may be required by law. | would also like to remind
you that you can find a reconciliation of the non-GAAP financial measures that we plan to discuss this morning at the
end of our press release, a copy of which we have posted in the Investor section of our website at archcoal.com.

On the call this morning we have John Eaves, Arch’s President and CEO; Paul Lang, Arch’s Executive Vice President
and COO; and John Drexler, our Senior Vice President and CFO. John, Paul and John will begin the call with some
brief formal remarks, and thereafter, we will be happy to take your questions. John?

John Eaves

Good morning everyone. Today, I'd like to spend a few moments highlighting milestones that Arch achieved in 2012
despite the market downturn we have been facing. Last year, Arch generated $688 million in EBITDA. As 2012 unfold, it
became clear that we were going to see a contraction versus 2011 thus we began cutting our capital spending
significantly. As a result, we ended the year in only slightly negative territory for free cash flow even if we are moving
ahead on the Leer mine development.

We also successfully bolstered our cash and liquidity resources in 2012 to write out the storm and to emerge as even
stronger players when market recovers. John Drexler will highlight those financing initiatives in his prepared remarks. Of
course, one of the most important milestones that Arch achieved in 2012 was another strong performance in safety and
environmental stewardship. For the seventh year in a row, we ranked first among our major diversified coal peer for our
safety record and garnered 24 external awards for outstanding achievement in our core values. In addition, five of our
complexes completed 2012 without a single safety incident on environmental violation. What's more, we advanced the
build out of our low-cost high-quality metallurgical coal platform in Appalachia and held the line on cost in other regions.
We believe the addition of Leer will further enhance our competitive position within the industry and will serve us well in
the coming market up-cycle.

Lastly, we are building momentum in the seaborne coal markets. Our exports hit a record 13.6 million tons in 2012,
that’s a fourfold increase since 2009. We sent met and thermal coal to Europe and South America and to new places in
the Middle East and Asia. Our top destination for exports in 2012 was South Korea. Our increased participation in the
seaborne coal trade reflects the growing worldwide consumption of coal as well as the strengthening of Arch’s position
in the competitive landscape. With our low-cost operations and growing port access, we are well-positioned to benefit
from the changing dynamics in the seaborne market. We see exports as a long-term development opportunity as a way
to diversify our customer base and as a way to unlock further value for our reserves. Growth overseas will also help
offset our expectation for a relatively flat coal use here at home.

While these international netback prices don’t always offer a substantial return today, we believe prices will rebound as
market fundamentals improve. In fact, we continue to field enquires about shipping our coal overseas and are building
new business in this rapidly growing arena. That's why we think U.S. exports will continue at elevated levels and
certainly exceed 100 million tons in 2013 whether we approach the record levels achieved in 2012 remains to be seen
and we’ll ultimately dependent on the evolution of coal markets throughout the year.

Turning now to discussion of coal market fundamentals, 2012 could well prove to be at the trough. Global benchmark
metallurgical prices declined 50% since their peak a year and a half ago while U.S. thermal coal consumption declined
to levels we haven’t seen since the mid-90s. Needed economic activity, unseasonably warm weather and low natural
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gas prices all converse the dampen coal demand, causing coal stockpiles to grow to near record levels by May of last
year. However we’re encouraged to see stabilization in the back half of 2012 based upon these dynamics we believe
that we’re moving up the bottom as we head into 2013. Net coal markets are beginning to show some signs of life,
inquiries that were non-existent six months ago are emerging. Utilization of steel mills is improving and China’s
economy seems to be picking up.

On the supply side production cuts and constraints are beginning to take hold and should start to have a greater impact
as the year progresses. Thermal coal markets appear poised for better days as well while winter weather has not been
very cold, it has been better than last year. So far this season heating degree days are up 5%, we estimate coal
stockpiles into 2012 in a 182 million tons well below the peak from last May but about 10 million tons higher than they
were at the end of 2011. Thus we expect to exit this winter season with coal inventories above normal but are
forecasting draw downs in January and February.

That’s still a lot better than the 30 million ton build we had from last winter. In addition prices for natural gas are high
enough to give western coals an economic advantage on the dispatch curve. At the same time we believe that natural
gas prices were unsustainably low today as companies cannot make sufficient returns to justify continued investment as
evidenced by the rig count decline.

Overtime we expect market forces to move gas prices higher which further boaster coals competitiveness in the power
sector. We also believe that coal that U.S. generators enter 2013 with conservative burn forecast and could potentially
fund themselves needing coal as the year progresses. This development should initially help to reduce the stockpile
overhang that could eventually lead to more active and dynamic market in the second half of the year and into 2014.
One area that’s definitely helping to turn coal markets around the supply shut-ends.

The higher estimates, net coal supply cuts, totaled nearly 35 million metric tons annualized. On the thermal side the
cuts are even larger. According to recent industry data the U.S. coal industry reduced production by nearly 80 million
tons in 2012. PRB led the way with 38 million tons of volume reductions and Central App was close behind with a
decline of 36 million tons.

In fact, Central App, produced just a 148 million tons in 2012 but even more striking is fourth quarter run rate is below a
130 million tons annualized. For 2013, we expect global supply to fall further as high price contracts roll-up, trader
inventories liquidate and the higher cost supply exists the market altogether. These trends should help rebalance supply
and demand as the year progresses, setting the backdrop for a reason. In closing | want to reiterate, whereas it's never
found at the bottom of the market cycle we as a company had been here before and we know what it takes to manage
through the trouble so we’re ready to capitalize on the market rebound.

Underlying fundamentals and begin to improve first and our financial results will follow. In the meantime we’ll continue
executing the strategy, it has allowed us to mitigate the headwinds that we have been facing.

We'll stay focused on what we can control, capital spending, cost and commitments. We’ll also look for ways to optimize
our portfolio and won't roll-out further curtailments or divestitures as we focus on unlocking value for assets. With that in
mind, I'll now turn the call over to our COO, Paul Lang for discussion of Arch’s recent operating performance and
outlook for 2013. Paul?

Paul Lang

As John mentioned | would like to highlight our continued focus areas in 2013, these are keeping our cash cost and
capital spending levels low and continue to strength our sales commitment portfolio. In the fourth quarter our overall
cash cost per ton declined from the third quarter levels and represented our best quarterly performance of the year.
Driving these results was an exceptional fourth quarter performance in our Western by bituminous region which helped
offset higher planned maintenance expense in the Powder River Basin. For full year 2012 we held the line on cost in all
of our operating regions, this was a notable accomplishment when you consider how significantly we reduced
production over the course of the year as you know spreading highly fixed cost over lower volume effects unit cost and
that is reflected in our operating performance in 2012.

In our largest volume region, the Powder River Basin our cash cost in 2012 were up 7% year-over-year while our sales
volume declined 11%. We proactively mitigated the impact of the weak coal market by adding equipment and took other
steps that contain cost. During the downturn, we stepped up our reclamation efforts and received the benefit of
completing this work faster and add lower costs than we have been incurred with contractors. Our efforts will also allow
us to sequence future reclamation work with greater flexibility. Going forward, the demand outlook for this region is
expected to improve, but at this time, we have two draglines and eight shovels as well as their related support
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equipment idle at our operations. As domestic supply overhang corrects, we expect to deploy this equipment and
recapture some of the loss volume which will benefit our cost structure over time.

In our Western Bituminous region, we successfully reduced our cash cost per ton year-over-year despite running at
lower volume levels in 2012. Late in 2011, we significantly restructured our operating profile in the region by reducing
production out of our Dugout Canyon mine and shifting volumes to other lower cost mines. We also transitioned to a
new mining area at our Skyline mine in the fourth quarter of 2012 successfully completing a major transition of that
operation. Looking ahead, we are optimistic about the market for Western Bituminous coal, we are seeing a slight
pickup in domestic demand due to improvements in the construction sector and higher natural gas prices. In addition,
export opportunities are improving for this region and should increase further as port capacity materially expands in
2014.

In Appalachia, our sales volume declined in 2012 as expected with our portfolio realignment in the region. During the
year, we closed 10 higher cost thermal and incremental metallurgical operations. We decreased production at other
active operations and we've reduced our overall workforce by nearly 17%.

Our overall cash cost per ton increased in Appalachia during 2012 which is consistent with our ongoing shift to a higher
metallurgical coal output. Even with this cost increase, our Appalachian segment represents for the lowest cost
operating profiles in the region. Looking ahead, we continue to optimize our assets in Appalachia and anchor our
thermal production at our lowest cost asset coal met mine. Our metallurgical platform will consist of our lowest cost
mine, Mountain Laurel along with operations producing higher quality coal such as Beckley and Sentinel.

As John mentioned, our coking coal profile will further be enhanced by the addition of the Leer mine as that operation
reach full production in 2014, we project its cost structure will be in line with our overall average for the region. In the
fourth quarter, we have continued to make solid progress on the development of the Leer mine and we completed the
slope construction in December. We have also started the process of test marketing the coal with steelmakers in North
America, Europe and Asia. Just like Mountain Laurel, we believe Leer will be a sought-after premium brand in its
category, given its large reserve base, good cost structure, and homogenous quality. We also recognized that it takes
times for steelmakers to introduce new coals into their blends. Currently, we expect the longwall at Leer to startup
sometime during the third quarter and continue to monitor the state of the coking coal markets closely.

Turning now to capital spending, we have cut about $200 million that of our capital plan since 2011 and our actual
spend in 2012 came in $25 million favorable to the target. For 2013, we expect capital spending of $350 million or less.
That level allows us to adequately maintain our existing operation and still that suspend on value-enhancing projects,
including the Leer development as well as the replenishment of our reserve base.

Lastly, | want to touch on our sales commitments. On the metallurgical side, we sold 7.5 million tons at an average price
of $113 per ton in 2012. We are targeting higher sales in 2013 mainly due to incremental volumes from Leer. At the
same time, our product mix is improving. In 2013, 40% of our metallurgical sales should be a blend of low-vol and high-
vol A coal, and we expect that percentage increase in the future. To give this change on context, our product mix is
already up from roughly 33% of low-vol and high-vol A in 2012, and it was less than 20% in 2011. We are not only
producing more metallurgical coal, but we are producing a higher quality product mix.

We have booked nearly half of our targeted metallurgical sales in 2013 in an average price of $93 a ton while that
pricing is lower than what we garnered in 2012, it reflects the higher blend of high well-being in PCI sales than we had
last year as well as some carry over volume. For 2013, we’ve strategically left open a larger percentage of our higher
quality brand such as Beckley. Although international prices are low at the moment, we expect those markets will
strengthen as we progress through 2013 and remain optimistic about to play some of those products both domestically
and overseas. While on the thermal side we’ve layered in some sales to run our mind efficiently in 2013 while continuing
to produce a slight significantly reduced volume levels. We’re roughly 90% committed based on the mid-point of our
guidance range and have maintained sales leverage where we believe opportunities will present themselves over the
course of the year.

As discussed we're encouraged by what we’re seeing in the domestic and international arena for Western Bituminous
coals and in Appalachia the domestic industrial sector remain solid which is helping to provide an offset to soft thermal
markets in the region.

In the Powder River Basin, we placed some business in 2013 for both 8800 and 8400 coals that will reduce our sales
exposure in near term and position us to operate our minds more steadily. We’ve also leveraged those sales throughout
the year commitments at more attractive prices and have retained a productive to significantly benefit from improving
market fundamentals. While our sales profile in 2013 will likely be waived down by lower realized prices on export sales
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we continue to pursue key contracts to fulfill our longer term strategic goal increasing our stake in the seaborne coal
trade.

As John noted South Korea is the single largest country, we did business with on the international front in 2012. We
believe this relationship will continue to grow as country builds out a coal generation fleet that is designed burned sub-
bituminous coal with its consistent quality, high reliability and extensive reserve base, the Powder River Basin will
increasingly play a larger role in Korea as well as the broader Asia-Pacific region.

With that I'll now turn the call over to John Drexler, Arch’s CFO to provide an update on our consolidated financial
results and liquidity position. John?

John Drexler

Thank you Paul. As John and Paul have described we’re beginning to see some signs of improvement in coal markets,
however the timing and magnitude of a recovery remain uncertain. This reality is what prompted us to undertake the
financing transactions that we completed in the fourth quarter. We increased our cash on hand by nearly $370 million
and decreased our short term borrowings by 100 million. At the end of 2012 we had cash and short term investments of
just over $1 billion and no borrowings under our credit facilities. Our available liquidity totaled 1.4 billion at December 31
which was up $400 million compared to the third quarter. Following these strategic moves we're in a very strong liquidity
position with the majority of our liquidity in the form of cash. In addition, these transactions relax the financial
maintenance covenants in our revolving credit facility creating ample financial flexibility to manage through the market
headwinds.

Although we don’t expect the current cycle to be prolonged, we’re prepared for that contingency. We have a structure in
place that will allow us to fund our operations and our ongoing growth plans with (inaudible). While aggressively
allowing us to pay down debt as market fundamentals improve. Turning to our quarterly results, Arch reported adjusted
EBITDA of $71 million for the three months ended December 31. These results were impacted by a $58 million charge
or $0.17 per share that reflects the rejection of a customer supply contract by the U.S. bankruptcy court and the
assumption of the contract obligation by Arch. Absent the charge EBITDA would have been $130 million. Other notable
items in the quarter’s results were intangible asset impairment charges totally $231 million or $0.97 per share. With the
vast majority of VAT charge related to goodwill. We're required to perform a goodwill impairment review on an annual
basis or as conditions warrant. The results of our testing indicated that a portion of our goodwill was impaired mainly
due to the material decline and benchmark metallurgical coal prices.

This one-time non-cash charge did not impact our cash flows, liquidity, our on-going business operations. Income taxes
for the fourth quarter included a charge of $24 million or $0.11 per share to increase the valuation allowance for certain
state net operating loss carry-forwards. Our evaluation of our deferred tax assets indicated that these loss carry-
forwards were likely not recoverable requiring them to be written off.

Finally, the income statement line for coal derivative and trading activity reflects an expense of $13 million in the fourth
quarter. As | discussed on the third quarter call, this paper loss was primarily due to the expiration of in the money API-2
swap position that we entered into to hedge the price of export shipments. The cash income we received from the
settlement of those positions more than offsets that loss, but for reporting purposes, the corresponding income is
reported under the other operating income lines.

Lastly, I'd like to discuss our guidance for 2013. We expect thermal sales volumes in the range of 125 million to 135
million tons with met sales in the range of 8 million to 9 million tons. Cash cost in the range of $10.75 to $11.50 per ton
in the Powder River Basin; cash cost between $24 and $27 per ton in the Western Bituminous region; cash cost of $66
to $72 per ton in Appalachia; and cash cost of $34 to $36 per ton in the lllinois Basin. DD&A in the range of $510 million
to $540 million, SG&A in the range of $130 million to $140 million, interest expense between $360 million and $370
million, and capital expenditures of $330 million to $360 million. Given our current outlook and the impact of percentage
depletion, we expect the tax benefit in the range of 30% to 50%.

Our guidance assumes that we will continue to manage cost and capital in 2013 as we successfully did in 2012.
Depending on the trajectory of markets during the course of 2013, it is likely that our operating cash flows will be below
that of last year. We will continue to work towards improving cash flows for the year from continued expense reduction
and ongoing capital discipline to even more stringent working capital management to asset divestitures. We are
confident that Arch is well-positioned to weather this downturn and to outperform and create substantial shareholder
value as market conditions improve.

With that, we are ready to take questions. Operator, | will turn the call back over to you.
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Question-and-Answer Session
Operator

Thank you. (Operator Instructions) And our first question will come from Brandon Blossman of Tudor Pickering Holt &
Company.

Brandon Blossman - Tudor Pickering Holt & Company

Good morning. Let's see any more detail available on what was sold on the met side for ‘13, it sounds like more than --
for the prepared comments more than the average amount of high-vol B, is that indeed the case? And then what can we
think of as far as netbacks to the mine and price at the port in terms of rail transport charges, still seeing some
differentials there between high-vol A and lesser grades and should we expect that on a go-forward basis?

Paul Lang

Brandon, this is Paul, | will try and answer your question. | probably won’t get too far into the pricing, but | will try and
help you on the volume question. We have committed about half of our metallurgical volume for 2013 at an average
price of about $93. If you look at those numbers, these sales were about 60% PCI low-vol B as well as some carryover
from 2012. The remainder of the sales was kind of roughly 25% high-vol A and 15% low-vol coals. We have done a
good job of maintaining our domestic sales position. And as a rule, we have only our higher quality coal left to sell just
kind of round numbers what'’s left is about 15% low-vol, about 30% high-vol A, and about 55% high-vol B.

John Eaves

Brandon, this is John. On your question on the railroad too, | mean most of the sales that we made on the met side thus
far have been domestically. All that transportation is actually contracted with our customer, we’re now entering the
negotiating season with our international customers where the rail transportation comes more into play. | would say that
we have seen the rail roads be pretty proactive in terms of facilitating more thermal and net volumes in the international
market.

Brandon Blossman - Tudor Pickering Holt & Company

And then Paul just real quick. PRB cost ranges exactly the same as it was a year ago forecasting basis, lower volumes
year-over-year 13 to 12, any expectations, you fell exactly into the middle of that range for 12, is that a fair expectation
for 13 and what would move one way or the other?

Paul Lang

As | mentioned in my comments Q4 was the best cash performance for the quarter and the guys did a pretty good job,
in the Powder River Basin you know our volumes were down and our cost were up a little bit and we were able to
mitigate a lot of that by ideally equipment taking other steps and in the basin we did can’t be understated although took
care of a short term issue, it should help us going down the road. You know my sense on 2013 is pretty much where
we're at, we're expecting the volumes to be about the same and we think with the little uptick in volume we will be able
to offset most of the minor inflation everything’s that will come along. You know I think there is a lot of positive things on
the cost side but you know despite all that I'm definitely not satisfied where we’re in controlling cost and you know it will
remain our focus for 2013.

Operator
And our next question will come from Mitesh Thakkar of FBR.
Mitesh Thakkar - FBR

My first question is on the Western Bituminous cost, Paul obviously good job during the quarter. When | look at the
guidance though, it looks like there is a significant bump not only versus the full year 2012 but meaningfully higher
compare to the fourth quarter, what is driving that? If you can kind of give us a bridge on that, that will be great.

John Eaves

http://seekingalpha.com/article/1157721-arch-coal-s-ceo-discusses-q4-2012-results-earnings... 2/5/2013



Arch Coal's CEO Discusses Q4 2012 Results - Earnings Call Transcript - Seeking Alpha  Page 7 of 37

All right Mitesh, you know we have an extraordinary cost quarter in Western Bituminous, quarter-over-quarter cash cost
went down 22% while the sales volume decreased 18%, the net result was an 18% and 68 per ton cash margin and
13.47 for the year. | don’t want to take away anything from great accomplishment by the team but there was some non-
recurring items that occurred in the quarter the biggest which of was the run-out of the Dugout Longwall. Obviously
we're not forecasting, operating in the Dugout Longwall in 2013 but we’re keeping our options open and we really
remain encouraged by the market in this region. | guess taking all that into account though we’re still forecasting a cash
cost of $24 to $27.

Mitesh Thakkar — FBR

Okay great and just looking at the contracting, obviously when you do math on the PRB coal it looks like you sold $15
million - $16 million tons at around $10 which is kind of below your cash cost. Can you give us some color about you
know what is in there maybe is it a function of mix or like the weak export markets which you talked about, can you talk
about the net backs right now on the export side as well?

John Eaves

As we walk our way through this trough you know we remain focused on the longer term opportunities and still view the
PRB as a long lived asset that’s going to support us for a lot of years. | guess without any apology we took some
volume off the table for 2013 and reduced our exposure, so we could run the minds at a reasonable rate. But we also
had success at leveraging the 2013 numbers for volume and price in the outer years, for a little more color you know the
numbers are weighted down by a couple things, some of its market based agreements, some of it's the blend of 84 and
8800 coal as well as the drop in the international prices. When you think about it the end of January the Indonesian
4900 kilocal coal is in the mid-60s you know about a year ago that was $80 or $85.

You know obviously, $15 or $20 in the PRB is a huge number and you know we continue to want to pursue these
international things and we don’t want to be a swing supplier in the trade, but | think if you stand back, | think very
positive thing on the pricing is we have seen significant production response to current pricing and that includes
Australia and then Indonesia. And | think as we work through our gradual stockpile drops in the PRB at the utilities, we
should see some price recovery later in the year. And looking at 2014, we have been able to take this and we are sitting
at about 55% or 60% of our thermal position committed based on 2013 guidance. So, | think the strategy is paying off.

Mitesh Thakkar - FBR

Alright, great. And one last follow-up if | may on the Leer mine, have you contracted any coal from Leer and if not what
is your expectation in terms of pricing given where the met markets are currently?

John Eaves

Without going into specific pricing, we have not contracted anything, but | wouldn’t have expected too either. We are
focused on the early production out of the mine going to steelmakers to do test burns to get it into their blend. So, |
wouldn’t have expected to really sign any term agreements for that operation till next year.

Paul Lang

But we do have some tests going on in the coal that are going well.
Mitesh Thakkar - FBR

Great. Thank you very much guys.

Operator

And our next question will come from Shneur Gershuni of UBS.
Shneur Gershuni - UBS

Good morning guys.
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John Eaves
Good morning.
Shneur Gershuni - UBS

Just a very quick follow-up to Mitesh’s last question with respect to the PRB cost versus what you have sold, the actual
tonnage that you booked was that actually technically done at a loss or just given the fact that their pricing differentials,
royalty calculations and so forth and fixed operating leverage that those tons are not actually booked at a loss or close
to breakeven, if you can sort of talk about that for a second?

John Drexler

Hey, Shneur you hit on an item that you do have to take into consideration. | think Paul touched on that it can be a
variety of factors as we look at each of the individual sales including mix at a 400, at a 800 BTU coal, but another
important item that you mentioned as well, the sales sensitive cost impact of what we are looking at. So, a third of the
sale price is sales sensitive cost. You need to take that into account into what we report from a cash cost perspective
over the course of 2012 with the realizations that we had at that time also. And | think when you adjust for those items
you will see that maybe we weren't selling these at a loss in that region.

Shneur Gershuni - UBS

Great. Just two quick questions here, one if we can start with contracting you had mentioned that you have kept some
of the better or higher quality met coal back for the market as you expected to move up and so forth. When we think
about where benchmark pricing was for metallurgical coal and where you booked the high-vol in PCI for the domestic
contract and so forth, was it better than expectations or the relationship between the two was there a contraction or
widening of the spread at all kind of how we think about how you contracted those specific tons?

John Eaves

Yeah. | think it was about as expected. | mean, we as Paul indicated a lot of it was weighted down with a high-vol B in
PCI. And as we see the international market materialize, we hope that the prices will improve. | mean, we believe right
now at the 165 benchmark there is a large percentage of the suppliers in the seaborne market that don’t have a cost
structure that can play in that market at that price. So, we think you are already seeing kind of moving along the bottom
maybe bumping up a little bit if you look at spot prices. So, with the 35 million tons we have seen come out of supply
maybe some more coming up versus second quarter, we do think there is a real possibility for prices do respond
particularly in the back half of the year. And that's why strategically we tried to manage and maintain more of our high-
vol A and low-vol open at this point whereas last year we had committed a higher percentage of that.

Shneur Gershuni - UBS

Great. And just one final question, you have definitely made some great strides with respect to CapEx and so forth.
Once Leer is up and running and it looks | assume you don’t make any land acquisitions, it sort of seems you are
running at about $170 million maintenance CapEx number. Is that how we should be thinking about 2014 and beyond?
And does this low CapEx or maintenance CapEx run-rate impair your ability to ramp up production if you see a pricing
uptick?

Paul Lang

Clearly, we are focused on that reduction as well as cost control. And if you look at the (buckets), 2013 maintenance
CapEx is about $170 million. If you recall though in October, we are also getting the benefit this year of about, you could
argue a number of $40 million or $50 million of equipment that we ideal that some of the minds of the east and we are
able to transfer and take advantage of so | think you take that into account, you're looking at kind of a normalized
maintenance capital for us next year.

John Eaves

As we think about growth capital once we do have the Leer up and running at steady state we have some land additions
which would be LBA and some smaller stuff about $60 million to $80 million a year, beyond that it would be just
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maintenance capital until we sell some improvement and market that really justified spending more growth capital.
We're fortunate though when we think about the next several years of having the (inaudible) value reserve which is just
to the west of Leer could be another longwall and another continuous (inaudible) and then we have the big Bakken and
the Southern lllinois quarry, those very attractive projects but until we see some improvement in the market the ability to
go put some thermal to bed longer term then we’re going to kind of sit where we’re right now.

Operator
(Operator Instructions). Our next question will come from Brian Yu with Citi.
Brian Yu - Citi

My first question is just on the coal sale, what's the anticipated volumes that you would expect to produce and sell out of
Leer this year?

John Eaves

| think we’re going to have about a million tons in total.

Brian Yu - Citi

And that would be both production and sales?

Paul Lang

Yes and you know obviously that’s going to be very heavily weighted to Q4 when longwall starts up.
Brian Yu - Citi

All right and so if you’re doing some development you mentioned you did some test burns now, would that excel your
once go into the second and third quarter and then would that be geared towards international markets? Or would you
try placing them domestically?

John Drexler

Brian as far as the accounting for some of those sales that occurred during development between now and the startup
of the longwall from an accounting perspective those aren’t booked through on P&L, those are an adjustment CapEx.
That’s traditionally in our industry as you develop a longwall, have the accounting for that is. As far as the target for test
burns and whether it's domestic or international | will turn that back over to Paul and John.

John Eaves

| clearly say we had a lot of interest particularly in Asia out of this coal and | think I’'m just going to have to take a shot
but | would say about 70% of what we shift is going to Asia for test burns.

Brian Yu - Citi

Okay and just switching topics on this, on the PCX related tons we took the charge, is any of that, can you provide more
detail than to how that may or may not impact your future operating results as you delivering those contracts?

John Drexler

As far as what occurred during the course of the quarter, there was a contract with the customer being serviced from
Patriot that ultimately had an obligation of Arch attached to it. We have been very explicit in what our exposure to those
contracts has been over the last several years and specifically over the last quarter since the bankruptcy. During the
quarter that contract was rejected in bankruptcy so the obligation came back to Arch, the way that specific contract
works as it's been amended over the years is it's a required fixed payment schedule between now and 2017 for which
we have obligations to make those payments. So once that was rejected in bankruptcy the obligation came back to us.
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We recorded the full liability for that amount and will just make ongoing payments between now and 2017, not material
to any given here.

Operator
(Operator Instructions). Our next question comes from (inaudible).
Unidentified Analyst

| guess first off it seems like you're getting more encouraged by 2013 on a burn expectation. So when you’re looking at
that 50 million ton expectation, how much of that do you think will come from new business versus coming from burning
down existing stockpile level?

John Eaves

| think it will be a combination, | mean we finished the year at a 182 million tons and you know depending on where you
call target levels we think that's you know a good 30 to 40 million tons above normalized levels so some of it's got to
come off existing inventories and we will expect you know a draw in January or February but we would expect as the
year progresses on that there will be some new business opportunities to sell coal as well, but clearly we need to draw
the next 45 to 60 days in the inventory to make that happen, because we go into the (shiver) season. So, | think it will
be a combination, but | think the first order business is to pull down the inventories that we ended the year with. So, we
see that happening and if we did encounter some mild weather for the next 45 to 60 days, | mean, it's possible that it
could delay that, but we are hopeful that we continue to get some cold weather here.

Paul Lang

And | think we are clearly getting a sense from several customers that they are being cautious on their contracting in
2013 and we are going to be careful. And as John said as the burn comes off or the stockpiles come off, | think that will
determine what we see later in the year as far as new sales.

John Eaves

Yeah, | mean a lot of these get burned a few years ago and they have been pretty conservative in their buys. And if you
did see inventories come down, you actually could see those guys come back to market in the third and fourth quarter
and based on pretty heavy buying activity.

Unidentified Analyst

Great, that’s very helpful. And | think just following up on that, obviously you have had a lot of changes in your
Appalachian thermal footprint over the past year with all the mine closures, what do you think is a good run-rate to think
about the actual production in the basin right now? And if we do see the stockpiles get drawn down lot of spot (in these),
how long would it take you to ramp up this production capacity and how much could you ramp it up?

John Eaves

Well, | mean, we are going to be very cautious. | mean, we are not going to bring production on for short-term
opportunities. We are guiding to 8 to 9 million tons of met. | think you could see a comparable level in the thermal side. |
think it just depends on what we see from a market perspective. Paul and his guys were encouraged by what they are
seeing on the industrial sector and you saw that reflected in our pricing that we did during the quarter. So, we will see
how it goes, but | think if we sell and improve sustained market, there is an opportunity that we could bring on some
additional volume back half of the year, but as you know cap as a whole was off about 36 million tons from 11 to 12 and
we are forecasting another pretty significant step off in cap as we move into 2013. As | mentioned in my opening
comments, if you just take fourth quarter run-rates and annualize them, it's below 130 million tons in Central App, which
is pretty significant from where we have been over the last five plus years.

Unidentified Analyst

Great. That’s all very helpful.
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Operator

Thank you. Ladies and gentlemen, we will take our next question from Jim Rollyson of Raymond James
Jim Rollyson - Raymond James

Good morning everyone.

John Eaves

Jim.

Jim Rollyson - Raymond James

John, going back to that inventory question just when you guys looked in your internal modeling and assuming normal
weather, where do you think inventories get down to in that — under normal weather scenario this year and maybe what
do you think they need to get down to, to really jump start some opportunity for better pricing?

John Eaves

Jim, as we look at normalized weather we look at natural gas prices kind of where they are now in that mid 3s. Our
internal forecast would have it somewhere around 155 plus or minus at the end of this year, which is maybe slightly
above normalized levels, but getting much closer and | would say that we have really setup a pretty nice first half in
2014 in terms of buying activity.

Jim Rollyson - Raymond James

And as far as getting back to some sense of pricing, | mean obviously the gas prices to cooperate as well, but what do
you think normal levels are today more like it used to be the 140 to 150 as you think that’s more like the 130s given
reduced burn?

John Eaves

Well, you have had some generation come up obviously, so that number is probably going down a little bit, but | would
say it's probably mid-130s to mid-140s range for normalized. | mean, it depends on the customer, but with some of the
plant closures we have had thus far, | think that number probably gets a little bit lighter than the old 150 number.

Jim Rollyson - Raymond James

Alright. And as the last follow-up, can you just refresh us maybe how we should think about the cost contribution from
the Leer mine, obviously this year you are going to be working on getting it up and running, but as you go forward into
next year and get it running at a full run rate, how we think about Leer costs in relation to your overall met costs?

Paul Lang

Jim, what we have been saying and | guess with any new mine you want to be cautious, but what we are saying is the
average cost will be in line with our regional average, so | think that's a good number start modeling with.

Operator
And our next question will come from Lucas Pipes of Brean Capital.
Lucas Pipes - Brean Capital

My first question is on potential asset sales, maybe if you could give us an update on kind of what type of assets you're
looking at with transportation assets also be considered?
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John Eaves

You know as we said in the past and we continue to look at our asset base and we have always been not only buyers of
assets but we have been sellers of assets and that's something that we continue to look at. You know | don’t want to set
the expectation or something that’s definitely going to happen but you know if there is an asset it's not necessarily
strategic to what we’re doing. Somebody could come in and provide value that we don'’t see certainly something that
we're willing to consider. I'll say that we are not in a position where we have to buy or sell assets and will not do that,
we're always reviewing our portfolio and making sure that it fits with what we’re trying to do. | mean if you look at our
diversity, we think we are well positioned in the U.S. with our production based in the PRB, our improved performance
in western kind of growing presence in lllinois and then if you look at our almost billion tons that we have in Appalachia
which about 40% of that is low cost in that. We do think that we’re pretty well positioned, so if there is something in that
asset base that didn’t fit, we would certainly consider modernization.

Lucas Pipes - Brean Capital

Great and then a quick follow-up question. | mean a lot of prognosticators you see in the U.S. met coal exports are a
little bit lower this year. First kind of what is your take on that and then secondly you actually increased your met coal
guidance year-over-year, direct back to, first should you expect to take market share from your peers and if so is that
result of your cost structure in the basin?

John Eaves

Well | mean obviously 2012 was a big year, on a short term basis we shift a 124 million tons, | mean | think it's too early
to say that we’re going to be in that level. | mean what we’re saying it's going to be a plus 100 million ton market and
how the market evolves over the balance of the year will determine where those final numbers shake out.

| wouldn’t tell you that based on what we see in global demand, yeah we’re bullish longer term, when we look at the
new coal fire generation that we see being built around the world to the tune of about 300 gigawatts we think over the
next three or four years there is going to be an additional 900 million tons of coal that is going to be required to service
that growth and demand and when we look at steel production you know we’re forecasting about a 3% increase in steel
production from 12 to 13. So we do see some improvement in China. We see some improvement in Europe and a little
improvement in South America.

So as a company we want to make sure that we're well positioned to take advantage of those opportunities and here in
the U.S, if you listen to some of the auto guys, | mean their forecasting low to mid-15s in terms of units being produced
in 2013 which you know translates into a good met market for us. So, you know we’re cautiously optimistic and kind of
watching the market and we will be selective in taking new business.

Operator
And our next question will come from John Bridges of JPMorgan.
John Bridges — JPMorgan

| wondered if you could give us a bit more detail on the Korean exports you were talking about, is that PRB is it
squeezing out to the west coast or is it coming out of the gulf? And is it like going Panamax because | would think the
rates would be a bit tight now.

Paul Lang

| will start your question, as we look in Korea, we exported both thermal and metallurgical coal to Korea, the thermal
coal obviously came out of the PRB, the met coal came off the east-coast majority of it went through DTA and Curtis
Bay.

John Bridges - JPMorgan
And the PRB is going out to the West Coast?

Paul Lang
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Yes sir.
John Bridges - JPMorgan

Okay and then just as a follow-up the two draglines that are ideal, this is a really sum how much production would that
represent?

Paul Lang

You know John | guess | would rather not go there on specific numbers, you know | think you can just look at our overall
guidance and look at our history as to what those volumes would amount to.

Operator

And our next question will come from Kuni Chen of CRT Capital Group.
Kuni Chen - CRT Capital Group

Hey, good morning folks.

John Eaves

Good morning.

Kuni Chen - CRT Capital Group

| guess just first question on the PRB, obviously in the fourth quarter you layered in some tons here to run at an efficient
level for 2013, are you basically there already or do you have to layer in perhaps a few more tons in the first half to keep
your cost structure within the range?

John Eaves

| guess without citing it specifically, we are sitting at about 90% committed, which is really one of the better positions we
have been in a long time. And | think the market outlook and the volumes we have to sell are kind of baked in our
guidance. So, | think we have taken it into account.

Kuni Chen - CRT Capital Group

Okay, fair enough. Then | guess just on the Central App, it looks like you committed some tons in the fourth quarter at
sort of a high $70 per ton type of range. Is that something with the mix there? Can you just give us some more color on
that?

John Eaves

Yeah. | think there is a little bit of noise | think in those numbers, but what you are seeing is | think what you are seeing
particularly in the east is kind of a bit of a combined impact of volume dropping off and gas pushing up the industrial
accounts. And some of those customers going back to coal are obviously since we have some higher quality products
we have been able to capitalize on this and pick up some of that market segment in otherwise what'’s been a pretty
tepid thermal market. Bottom line is our marketing guys did a good job and these -- what you see is clearly a great
effort, but | think the number is probably little high from what you are seeing in the market.

Operator
And our next question will come from David Gagliano with Barclays.

David Gagliano - Barclays
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Great, thanks for taking my questions. My first question back on the PRB volumes overpriced in the fourth quarter, | just
want to step back for a second even if we assume for example the sales based cost come down in etcetera, etcetera. It
looks like it’s still the best kind of a breakeven commitment on 16 million tons. So, my question is the obvious question
obviously can you just walk us through the logic of why that’s better than shutting it down leaving in the ground and then
selling it at $1 or $2 per ton margin in 2014 for example?

John Eaves

Dave, this is John. A couple of things and Paul touched on | think the fact that we are able to turn that into additional
business in ‘14 and ‘15 at very attractive prices, | mean, you've just seen ‘14 we are not showing you ‘15, but we really
have turned it in multi-year business. | think the second piece is that we are trying not to be shortsighted as we look at
strategically in terms of our global customer base. And we don’t wanted to show up when things get good, we want to
make sure that we have established long-term relationships with some of our international customers that we are ready
when the market does turn. And we know it's going to turn, because when you look at the new coal, our generation
being built around the world we are struggling on where all that supply is going to come from. So, Arch has been very
proactive in developing that international customer base. We have been very proactive in going out and getting port
capacity. We want to be part of that, because as we look to the U.S. over the next three to five years, | mean, let’s face
it, | mean demand is going to be pretty flat. And if we are going to grow we have to look at that market and we can’t wait
a year or two down the road for markets to improve to be part of it. So, | think the marketing guys have done a great job
in developing relationships all over Asia, long-term relationships, port relationships that we think will serve us well. And |
mean, if yeah, we don't like the prices either, but we do think strategically it's important to do that now versus late.

David Gagliano - Barclays

Okay, | have just a two-part follow-up question. First of all, the midpoint of your full year volume target, it implies another
14 million tons obviously to go, | am assuming that’s all in the PRB. It's related to one of the questions earlier. My first
part of my question is that how should we think about that? Is that, that’s going to be sold at whatever the prices are or
is there potential for that to be shut-in? That’s my first question. And then my second question along the lines of your
commentary, | am just curious over the last 14 years that covered the company like it has changed in terms of the view
towards the PRB. This is the same company that for the first 12 years | looked at it 13 years or whatever would
consistently say we are not going to sell the coal if it's not at the right price and we will leave it in the ground, what’s
changed in the last year such that now it's more about maintaining long term relationships et cetera.

John Eaves

Well | think it's both, | mean we always evaluate every transaction and make a decision accordingly and we’ll continue
to do that. As Paul mentioned we got a lot ideal equipment in the PRB right now that we don’t plan on bringing back on
until we see sustained demand. But | think what has changed is the marketplace and the marketplace has changed to
gear us more to the international market and to establish that market, we got to go out and develop relationships and
sell coal and that has you know put us in a position where we have done some of that that we think will serve us well
when the market turns. Is it a given that all the uncommitted coal at our met points is going to be sold, no, it's not, |
mean we’re going to evaluate the market and we will make a decision at the time whether we sell it or we leave that
production in ground.

Operator
And our next question will come from David Martin of Deutsche Bank.
David Martin - Deutsche Bank

Was hoping you can give us a little color on the moving parts related to your app cost guidance for 13, is it essentially
that had a change in mix you know offsets the benefit of high cost mine curtailments and then | was going to ask about
Leer startup cost impacts but | think John you said earlier those don’t get reflected in average cost.

John Eaves

Yes from the startup cost impact David you’re correct under the accounting those essentially get capitalized into the
development of the operation.

Paul Lang
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| think just to add a little color, if you look at our cost you know they went up about $6 compared to 2011 and a lot of that
in 2012 will be in 2013 as the shift a higher percentage of metallurgical production. You can garner from the numbers
will be about evenly split in 2013 between met and thermal in the east and that’s got an obvious cost impact.

David Martin - Deutsche Bank

Okay and then secondly | just wanted to come back to the earlier comments on sales related cost and don’t take my
question the wrong way. | know | guess what I’'m trying to understand is where are those sales related costs are
embedded ‘cause | look at your for example your SG&A cost guidance and there is really no difference year-over-year.

John Drexler

Yeah David from sales related cost the royalties and taxes that are paid on the sale of coal in any of our regions and
any of our operations off loads through the cost of sales line and is considered a cash cost. So as you look at as an
example our regional per ton analysis, the sales sensitive costs are part of that cash cost per ton. SG&A is really all
corporate overhead related items, anything associated with the sale of that cost is flowing through our income statement
on cost of sales and it's reflected in our detail analysis, regional cost analysis and the cash cost per ton.

Operator
And our next question will come from Andre Benjamin of Goldman Sachs.
Andre Benjamin - Goldman Sachs

| was first hoping that maybe clarify how you’re thinking about the balance sheet and the use of cash that you built up. |
know you have indicated that you like to be capitalized to handle a potentially extended downturn. So should we
continue to expect that you'll just hold that cash until the market is stabilizes and then prepay the callable debt or when
things stabilize, can we see you turn around and use some of that cash on some of the growth opportunities you have
highlighted that target value reserves on the (inaudible) basin.

John Drexler

Clearly as we indicated, we felt it was prudent in the fourth quarter to go and bolster liquidity on the balance sheet for
the market downturn and for whatever the extension on that downturn is even if we don’t expect it to be prolonged. So
right now we’re in a position where we’re going to be managing to that liquidity closely as indicated in my prepared
remarks you know we expect operating cash flows to potentially be below where they were last year so we will watch
this closely but as we have indicated over the course of the call we're beginning to see signs of improvement and given
the positioning of Arch as things do improve as markets do turn we think the earnings potential cash flow potential is
significant, a very primary focus for us once we begin to see that turn we begin to get confidence in those markets
moving forward in a very positive way for an extended period of time. We will have the ability then to go and address
what we believe is higher leverage than what we would like to have. So, that will be a primary focus for us. However,
clearly, wherever the markets are going, we will way the opportunities we have with organic growth projects etcetera,
but as we have indicated numerous times, our primary focus will be de-levering as we move forward as the markets do
turn.

Operator

(Operator Instructions) Our next question comes from Chris Haberlin of Davenport & Company.
Chris Haberlin - Davenport & Company

Hi, thanks for taking my call.

John Eaves

Hi Chris.

Chris Haberlin - Davenport & Company
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You in your release, you talked about consumption, coal consumption increasing this year by approximately 50 million
tons and it sounds like you are looking for an inventory drop through the year of 25 million to 30 million tons. So, that
kind of leaves sales at 20 million or 25 million tons and how do you — | guess, how do you think that incremental sales
volume should be distributed across the major thermal basins in the U.S.?

John Eaves

Well, | think it depends on where gas prices are. | would tell you that with that kind of inventory draw of natural gas
prices in the $3.40, $3.50 range where we have been seeing we think that the PRB and probably the Western Bit coals
will do pretty well. And we are actually seeing that today. If you look at the marketplace both of those coals are
dispatching on the curve. And as that inventory comes down, I think the buying activity will only improve and you should
see improvements in both the PRB and the Western Bituminous for Arch.

Operator
And our next question will come from Meredith Bandy of BMO Capital Markets.
Meredith Bandy - BMO Capital Markets

Hi guys. So, most of my questions have obviously been asked and answered, but one question | had was in Appalachia
in 2014, you gave us new sales guidance there of 1.7 million tons sold at $53.98. | was just surprised that, that number
fell so drastically. When was that sold? Would you see the current market as being — is that indicative of the current
market, is the current market better or worse than that?

John Eaves

| believe that, that's some carryover volume that we got through the ICG transaction and that we see the markets better
than that in 2014, but that is for the most part carryover from ICG.

Operator

And our next question will come from Justine Fisher of Goldman Sachs.
Justine Fisher - Goldman Sachs

Good morning.

John Eaves

Good morning.

Paul Lang

Good morning Justine.

Justine Fisher - Goldman Sachs

So, my question is on the kind of the production plan given potential outcomes in 2013 and it seems that most of the
coal companies are not planning to increase production this year even though we hear a lot of talking about how the
second half could be stronger, especially with natural gas. And so | know why you are not, because you have answered
to other questions that you don’t want to do it until you see a meaningful increase in demand, but the question is how
quickly could you bring that tonnage back if you did see meaningful demand? And then also would you or would you
just say no, | am sorry we are not going to produce that much and let prices get really higher, do you think that you guys
would produce into that higher price environment?

Paul Lang

Well, | think the answer how fast that production could come back depends on the base. In the PRB obviously | think we
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are poised very well to respond to whatever the market brings. And obviously we will be very careful. Same in Western
Bit, we have the longwall that's idle at Dugout Canyon, and you saw how effective it was in Q4 of 2012. The east, | think
is a tougher issue. | think a lot of the production | know the stuff that we shutdown, some of that’s not coming back very
easily and | think it take a significant market shift for us to even think about the Eastern operations bring back thermal
coal.

John Eaves

Yeah, | think you have seen some structural changes in the east. And as to Paul’s point, | mean you are going to see a
lot of those tons that will not come back and that’'s why we are optimistic about what’s going to happen in the PRB and
to a lesser extent maybe Western Bit, and we think as that demand starts to reassert itself, we think that PRB comes
into play pretty quickly.

Operator

And we will now move on to Evan Kurtz of Morgan Stanley.
Evan Kurtz - Morgan Stanley

Hi, good morning everyone.

John Eaves

Good morning.

Paul Lang

Good morning.

Evan Kurtz - Morgan Stanley

Just a quick question on met coal, in 2012 what was your split between export tons versus sales of domestic steel mills
and how do you see that changing in 20137

Paul Lang

| think our export in 2012 was 65% thermal and 35% met. My guess is excuse me 2012 — 2013 my guess is the
metallurgical volumes will tick up a little bit as compared to the thermal volumes on the export side.

Evan Kurtz - Morgan Stanley

Okay got you and then could you provide me a color perhaps on how domestic met coal contracts ship out this year
maybe on a differential from a light quality basis.

John Eaves

| will just say in terms of volume we did a very good job of maintaining our market share and I'm very pleased with
where the guy shook out and you know if you look at it, what we did was we took off the table in the domestic market,
most of our PCI and lower quality high (inaudible), and obviously that’s with the anticipation that the higher quality coals
will travel overseas better and garner better prices.

Operator
And we’ll take our next question from Lance Ettus of Tuohy Brothers.

Lance Ettus - Tuohy Brothers
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Just wanting to know you know on just on the asset sale side, | mean have a lot of | think excess reserves in PRB and
also (inaudible) basin, those bases are still viable and you know the only base reserves obviously to wrap your fiber
volume properties and maybe that area maybe is considered not core. | guess kind of elaborate more in the potential for
selling these assets and you know | guess the interest we’re seeing out there maybe we’re approaching those assets.

John Eaves

Well | mean we're talking to a number of people as we have and we will continue, | wouldn’t | mean in this environment,
| think it's pretty challenging to try to monetize assets and again | don’t want to talk about any particular region, | do
think the lllinois overtime could very well become a core operating region for Arch Coal depending on how we see the
market evolve. | mean obviously, we're very bullish on the PRB, you know another area that might be somewhat
challenged based on our comments is kind of the east and the way we see the thermal market potentially but you know
we will have to evaluate the opportunities we have to monetize assets and see if they meet our needs, if not as |
indicated earlier we’re not in a situation where we have to buy or sell assets. So somebody is going to have to provide
more value than we can provide in order for us to do a transaction.

Operator
And we will take our final question from Dave Katz of JPMorgan.
Dave Katz — JPMorgan

| was just wanting to confirm you guys are still | guess with the amendment that was put through on the credit facility. In
November you have the maximum senior secured leverage ratio in 2013 of 3.5 right?

Paul Lang

Correct.

Dave Katz - JPMorgan

And do you anticipate being able to comply with that throughout the year?
John Eaves

We don’t anticipate having any concerns with that the other major item there is the minimum liquidity measurement of
$450 million and we feel comfortable with the structure that we have in place.

Operator
And at this time I'll turn the conference back over to John Eaves for any additional or closing remarks.
John Eaves

Thank you. We certainly appreciate you join us today. We feel good about the way we position the company, first of all
our safety and environmental performance for 2012 again showed our leadership in that area. Our ability to maintain
cost and capital in a low volume environment, our ability to go out and put additional cash on our balance sheet. We
think all these things has positioned us very well that continue to weather this storm and be positioned when market
does turn and it will turn. So we look forward to updating you in April on our first quarter results. Thank you.

Operator
And that does conclude our teleconference. Thank you all for your participation.

Copyright policy: All transcripts on this site are the copyright of Seeking Alpha. However, we view them as an
important resource for bloggers and journalists, and are excited to contribute to the democratization of financial
information on the Internet. (Until now investors have had to pay thousands of dollars in subscription fees for
transcripts.) So our reproduction policy is as follows: You may quote up to 400 words of any transcript on the
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Dave Katz - JPMorgan
Arch Coal, Inc. (ACl) Q4 2012 Earnings Conference Call February 5, 2013 11:00 AM ET
Operator

Good day, everyone and welcome to this Arch Coal Incorporated Fourth Quarter 2012 Earnings Release Conference
Call. Today’s call is being recorded. At this time, | would like to turn the call over to Ms. Jennifer Beatty, Vice President
of Investor Relations. Please go ahead.

Jennifer Beatty - Vice President, Investor Relations

Good morning from St. Louis. Thanks for joining us today. Before we begin, let me remind you that certain statements
made during this call, including statements relating to our expected future business and financial performance may be
considered forward-looking statements, according to the Private Securities Litigation Reform Act. Forward-looking
statements by their nature address matters that are to different degrees uncertain.

These uncertainties, which are described in more detail in the annual and quarterly reports that we file with the
Securities and Exchange Commission may cause our actual future results to be materially different than those
expressed in our forward-looking statements. We do not undertake to update our forward-looking statements, whether
as a result of new information, future events or otherwise, except as may be required by law. | would also like to remind
you that you can find a reconciliation of the non-GAAP financial measures that we plan to discuss this morning at the
end of our press release, a copy of which we have posted in the Investor section of our website at archcoal.com.

On the call this morning we have John Eaves, Arch’s President and CEO; Paul Lang, Arch’s Executive Vice President
and COO; and John Drexler, our Senior Vice President and CFO. John, Paul and John will begin the call with some
brief formal remarks, and thereafter, we will be happy to take your questions. John?

John Eaves - President and Chief Executive Officer

Good morning everyone. Today, I'd like to spend a few moments highlighting milestones that Arch achieved in 2012
despite the market downturn we have been facing. Last year, Arch generated $688 million in EBITDA. As 2012 unfold, it
became clear that we were going to see a contraction versus 2011 thus we began cutting our capital spending
significantly. As a result, we ended the year in only slightly negative territory for free cash flow even if we are moving
ahead on the Leer mine development.

We also successfully bolstered our cash and liquidity resources in 2012 to write out the storm and to emerge as even
stronger players when market recovers. John Drexler will highlight those financing initiatives in his prepared remarks. Of
course, one of the most important milestones that Arch achieved in 2012 was another strong performance in safety and
environmental stewardship. For the seventh year in a row, we ranked first among our major diversified coal peer for our
safety record and garnered 24 external awards for outstanding achievement in our core values. In addition, five of our
complexes completed 2012 without a single safety incident on environmental violation. What's more, we advanced the
build out of our low-cost high-quality metallurgical coal platform in Appalachia and held the line on cost in other regions.
We believe the addition of Leer will further enhance our competitive position within the industry and will serve us well in
the coming market up-cycle.

Lastly, we are building momentum in the seaborne coal markets. Our exports hit a record 13.6 million tons in 2012,
that’s a fourfold increase since 2009. We sent met and thermal coal to Europe and South America and to new places in
the Middle East and Asia. Our top destination for exports in 2012 was South Korea. Our increased participation in the
seaborne coal trade reflects the growing worldwide consumption of coal as well as the strengthening of Arch’s position
in the competitive landscape. With our low-cost operations and growing port access, we are well-positioned to benefit
from the changing dynamics in the seaborne market. We see exports as a long-term development opportunity as a way
to diversify our customer base and as a way to unlock further value for our reserves. Growth overseas will also help
offset our expectation for a relatively flat coal use here at home.

While these international netback prices don’t always offer a substantial return today, we believe prices will rebound as
market fundamentals improve. In fact, we continue to field enquires about shipping our coal overseas and are building
new business in this rapidly growing arena. That's why we think U.S. exports will continue at elevated levels and
certainly exceed 100 million tons in 2013 whether we approach the record levels achieved in 2012 remains to be seen
and we’ll ultimately dependent on the evolution of coal markets throughout the year.
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Turning now to discussion of coal market fundamentals, 2012 could well prove to be at the trough. Global benchmark
metallurgical prices declined 50% since their peak a year and a half ago while U.S. thermal coal consumption declined
to levels we haven'’t seen since the mid-90s. Needed economic activity, unseasonably warm weather and low natural
gas prices all converse the dampen coal demand, causing coal stockpiles to grow to near record levels by May of last
year. However we’re encouraged to see stabilization in the back half of 2012 based upon these dynamics we believe
that we’re moving up the bottom as we head into 2013. Net coal markets are beginning to show some signs of life,
inquiries that were non-existent six months ago are emerging. Utilization of steel mills is improving and China’s
economy seems to be picking up.

On the supply side production cuts and constraints are beginning to take hold and should start to have a greater impact
as the year progresses. Thermal coal markets appear poised for better days as well while winter weather has not been
very cold, it has been better than last year. So far this season heating degree days are up 5%, we estimate coal
stockpiles into 2012 in a 182 million tons well below the peak from last May but about 10 million tons higher than they
were at the end of 2011. Thus we expect to exit this winter season with coal inventories above normal but are
forecasting draw downs in January and February.

That's still a lot better than the 30 million ton build we had from last winter. In addition prices for natural gas are high
enough to give western coals an economic advantage on the dispatch curve. At the same time we believe that natural
gas prices were unsustainably low today as companies cannot make sufficient returns to justify continued investment as
evidenced by the rig count decline.

Overtime we expect market forces to move gas prices higher which further boaster coals competitiveness in the power
sector. We also believe that coal that U.S. generators enter 2013 with conservative burn forecast and could potentially
fund themselves needing coal as the year progresses. This development should initially help to reduce the stockpile
overhang that could eventually lead to more active and dynamic market in the second half of the year and into 2014.
One area that’s definitely helping to turn coal markets around the supply shut-ends.

The higher estimates, net coal supply cuts, totaled nearly 35 million metric tons annualized. On the thermal side the
cuts are even larger. According to recent industry data the U.S. coal industry reduced production by nearly 80 million
tons in 2012. PRB led the way with 38 million tons of volume reductions and Central App was close behind with a
decline of 36 million tons.

In fact, Central App, produced just a 148 million tons in 2012 but even more striking is fourth quarter run rate is below a
130 million tons annualized. For 2013, we expect global supply to fall further as high price contracts roll-up, trader
inventories liquidate and the higher cost supply exists the market altogether. These trends should help rebalance supply
and demand as the year progresses, setting the backdrop for a reason. In closing | want to reiterate, whereas it's never
found at the bottom of the market cycle we as a company had been here before and we know what it takes to manage
through the trouble so we’re ready to capitalize on the market rebound.

Underlying fundamentals and begin to improve first and our financial results will follow. In the meantime we’ll continue
executing the strategy, it has allowed us to mitigate the headwinds that we have been facing.

We'll stay focused on what we can control, capital spending, cost and commitments. We’ll also look for ways to optimize
our portfolio and won't roll-out further curtailments or divestitures as we focus on unlocking value for assets. With that in
mind, I'll now turn the call over to our COO, Paul Lang for discussion of Arch’s recent operating performance and
outlook for 2013. Paul?

Paul Lang - Executive Vice President and Chief Operating Officer

As John mentioned | would like to highlight our continued focus areas in 2013, these are keeping our cash cost and
capital spending levels low and continue to strength our sales commitment portfolio. In the fourth quarter our overall
cash cost per ton declined from the third quarter levels and represented our best quarterly performance of the year.
Driving these results was an exceptional fourth quarter performance in our Western by bituminous region which helped
offset higher planned maintenance expense in the Powder River Basin. For full year 2012 we held the line on cost in all
of our operating regions, this was a notable accomplishment when you consider how significantly we reduced
production over the course of the year as you know spreading highly fixed cost over lower volume effects unit cost and
that is reflected in our operating performance in 2012.

In our largest volume region, the Powder River Basin our cash cost in 2012 were up 7% year-over-year while our sales
volume declined 11%. We proactively mitigated the impact of the weak coal market by adding equipment and took other
steps that contain cost. During the downturn, we stepped up our reclamation efforts and received the benefit of
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completing this work faster and add lower costs than we have been incurred with contractors. Our efforts will also allow
us to sequence future reclamation work with greater flexibility. Going forward, the demand outlook for this region is
expected to improve, but at this time, we have two draglines and eight shovels as well as their related support
equipment idle at our operations. As domestic supply overhang corrects, we expect to deploy this equipment and
recapture some of the loss volume which will benefit our cost structure over time.

In our Western Bituminous region, we successfully reduced our cash cost per ton year-over-year despite running at
lower volume levels in 2012. Late in 2011, we significantly restructured our operating profile in the region by reducing
production out of our Dugout Canyon mine and shifting volumes to other lower cost mines. We also transitioned to a
new mining area at our Skyline mine in the fourth quarter of 2012 successfully completing a major transition of that
operation. Looking ahead, we are optimistic about the market for Western Bituminous coal, we are seeing a slight
pickup in domestic demand due to improvements in the construction sector and higher natural gas prices. In addition,
export opportunities are improving for this region and should increase further as port capacity materially expands in
2014.

In Appalachia, our sales volume declined in 2012 as expected with our portfolio realignment in the region. During the
year, we closed 10 higher cost thermal and incremental metallurgical operations. We decreased production at other
active operations and we’ve reduced our overall workforce by nearly 17%.

Our overall cash cost per ton increased in Appalachia during 2012 which is consistent with our ongoing shift to a higher
metallurgical coal output. Even with this cost increase, our Appalachian segment represents for the lowest cost
operating profiles in the region. Looking ahead, we continue to optimize our assets in Appalachia and anchor our
thermal production at our lowest cost asset coal met mine. Our metallurgical platform will consist of our lowest cost
mine, Mountain Laurel along with operations producing higher quality coal such as Beckley and Sentinel.

As John mentioned, our coking coal profile will further be enhanced by the addition of the Leer mine as that operation
reach full production in 2014, we project its cost structure will be in line with our overall average for the region. In the
fourth quarter, we have continued to make solid progress on the development of the Leer mine and we completed the
slope construction in December. We have also started the process of test marketing the coal with steelmakers in North
America, Europe and Asia. Just like Mountain Laurel, we believe Leer will be a sought-after premium brand in its
category, given its large reserve base, good cost structure, and homogenous quality. We also recognized that it takes
times for steelmakers to introduce new coals into their blends. Currently, we expect the longwall at Leer to startup
sometime during the third quarter and continue to monitor the state of the coking coal markets closely.

Turning now to capital spending, we have cut about $200 million that of our capital plan since 2011 and our actual
spend in 2012 came in $25 million favorable to the target. For 2013, we expect capital spending of $350 million or less.
That level allows us to adequately maintain our existing operation and still that suspend on value-enhancing projects,
including the Leer development as well as the replenishment of our reserve base.

Lastly, | want to touch on our sales commitments. On the metallurgical side, we sold 7.5 million tons at an average price
of $113 per ton in 2012. We are targeting higher sales in 2013 mainly due to incremental volumes from Leer. At the
same time, our product mix is improving. In 2013, 40% of our metallurgical sales should be a blend of low-vol and high-
vol A coal, and we expect that percentage increase in the future. To give this change on context, our product mix is
already up from roughly 33% of low-vol and high-vol A in 2012, and it was less than 20% in 2011. We are not only
producing more metallurgical coal, but we are producing a higher quality product mix.

We have booked nearly half of our targeted metallurgical sales in 2013 in an average price of $93 a ton while that
pricing is lower than what we garnered in 2012, it reflects the higher blend of high well-being in PCI sales than we had
last year as well as some carry over volume. For 2013, we've strategically left open a larger percentage of our higher
quality brand such as Beckley. Although international prices are low at the moment, we expect those markets will
strengthen as we progress through 2013 and remain optimistic about to play some of those products both domestically
and overseas. While on the thermal side we’ve layered in some sales to run our mind efficiently in 2013 while continuing
to produce a slight significantly reduced volume levels. We’re roughly 90% committed based on the mid-point of our
guidance range and have maintained sales leverage where we believe opportunities will present themselves over the
course of the year.

As discussed we’re encouraged by what we’re seeing in the domestic and international arena for Western Bituminous
coals and in Appalachia the domestic industrial sector remain solid which is helping to provide an offset to soft thermal
markets in the region.

In the Powder River Basin, we placed some business in 2013 for both 8800 and 8400 coals that will reduce our sales
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exposure in near term and position us to operate our minds more steadily. We’ve also leveraged those sales throughout
the year commitments at more attractive prices and have retained a productive to significantly benefit from improving
market fundamentals. While our sales profile in 2013 will likely be waived down by lower realized prices on export sales
we continue to pursue key contracts to fulfill our longer term strategic goal increasing our stake in the seaborne coal
trade.

As John noted South Korea is the single largest country, we did business with on the international front in 2012. We
believe this relationship will continue to grow as country builds out a coal generation fleet that is designed burned sub-
bituminous coal with its consistent quality, high reliability and extensive reserve base, the Powder River Basin will
increasingly play a larger role in Korea as well as the broader Asia-Pacific region.

With that I'll now turn the call over to John Drexler, Arch’s CFO to provide an update on our consolidated financial
results and liquidity position. John?

John Drexler - Senior Vice President and Chief Financial Officer

Thank you Paul. As John and Paul have described we’re beginning to see some signs of improvement in coal markets,
however the timing and magnitude of a recovery remain uncertain. This reality is what prompted us to undertake the
financing transactions that we completed in the fourth quarter. We increased our cash on hand by nearly $370 million
and decreased our short term borrowings by 100 million. At the end of 2012 we had cash and short term investments of
just over $1 billion and no borrowings under our credit facilities. Our available liquidity totaled 1.4 billion at December 31
which was up $400 million compared to the third quarter. Following these strategic moves we're in a very strong liquidity
position with the majority of our liquidity in the form of cash. In addition, these transactions relax the financial
maintenance covenants in our revolving credit facility creating ample financial flexibility to manage through the market
headwinds.

Although we don’t expect the current cycle to be prolonged, we're prepared for that contingency. We have a structure in
place that will allow us to fund our operations and our ongoing growth plans with (inaudible). While aggressively
allowing us to pay down debt as market fundamentals improve. Turning to our quarterly results, Arch reported adjusted
EBITDA of $71 million for the three months ended December 31. These results were impacted by a $58 million charge
or $0.17 per share that reflects the rejection of a customer supply contract by the U.S. bankruptcy court and the
assumption of the contract obligation by Arch. Absent the charge EBITDA would have been $130 million. Other notable
items in the quarter’s results were intangible asset impairment charges totally $231 million or $0.97 per share. With the
vast majority of VAT charge related to goodwill. We’re required to perform a goodwill impairment review on an annual
basis or as conditions warrant. The results of our testing indicated that a portion of our goodwill was impaired mainly
due to the material decline and benchmark metallurgical coal prices.

This one-time non-cash charge did not impact our cash flows, liquidity, our on-going business operations. Income taxes
for the fourth quarter included a charge of $24 million or $0.11 per share to increase the valuation allowance for certain
state net operating loss carry-forwards. Our evaluation of our deferred tax assets indicated that these loss carry-
forwards were likely not recoverable requiring them to be written off.

Finally, the income statement line for coal derivative and trading activity reflects an expense of $13 million in the fourth
quarter. As | discussed on the third quarter call, this paper loss was primarily due to the expiration of in the money API-2
swap position that we entered into to hedge the price of export shipments. The cash income we received from the
settlement of those positions more than offsets that loss, but for reporting purposes, the corresponding income is
reported under the other operating income lines.

Lastly, I'd like to discuss our guidance for 2013. We expect thermal sales volumes in the range of 125 million to 135
million tons with met sales in the range of 8 million to 9 million tons. Cash cost in the range of $10.75 to $11.50 per ton
in the Powder River Basin; cash cost between $24 and $27 per ton in the Western Bituminous region; cash cost of $66
to $72 per ton in Appalachia; and cash cost of $34 to $36 per ton in the lllinois Basin. DD&A in the range of $510 million
to $540 million, SG&A in the range of $130 million to $140 million, interest expense between $360 million and $370
million, and capital expenditures of $330 million to $360 million. Given our current outlook and the impact of percentage
depletion, we expect the tax benefit in the range of 30% to 50%.

Our guidance assumes that we will continue to manage cost and capital in 2013 as we successfully did in 2012.
Depending on the trajectory of markets during the course of 2013, it is likely that our operating cash flows will be below
that of last year. We will continue to work towards improving cash flows for the year from continued expense reduction
and ongoing capital discipline to even more stringent working capital management to asset divestitures. We are
confident that Arch is well-positioned to weather this downturn and to outperform and create substantial shareholder
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value as market conditions improve.

With that, we are ready to take questions. Operator, | will turn the call back over to you.
Question-and-Answer Session

Operator

Thank you. (Operator Instructions) And our first question will come from Brandon Blossman of Tudor Pickering Holt &
Company.

Brandon Blossman - Tudor Pickering Holt & Company

Good morning. Let's see any more detail available on what was sold on the met side for ‘13, it sounds like more than --
for the prepared comments more than the average amount of high-vol B, is that indeed the case? And then what can we
think of as far as netbacks to the mine and price at the port in terms of rail transport charges, still seeing some
differentials there between high-vol A and lesser grades and should we expect that on a go-forward basis?

Paul Lang - Executive Vice President and Chief Operating Officer

Brandon, this is Paul, | will try and answer your question. | probably won’t get too far into the pricing, but | will try and
help you on the volume question. We have committed about half of our metallurgical volume for 2013 at an average
price of about $93. If you look at those numbers, these sales were about 60% PCI low-vol B as well as some carryover
from 2012. The remainder of the sales was kind of roughly 25% high-vol A and 15% low-vol coals. We have done a
good job of maintaining our domestic sales position. And as a rule, we have only our higher quality coal left to sell just
kind of round numbers what'’s left is about 15% low-vol, about 30% high-vol A, and about 55% high-vol B.

John Eaves - President and Chief Executive Officer

Brandon, this is John. On your question on the railroad too, | mean most of the sales that we made on the met side thus
far have been domestically. All that transportation is actually contracted with our customer, we're now entering the
negotiating season with our international customers where the rail transportation comes more into play. | would say that
we have seen the rail roads be pretty proactive in terms of facilitating more thermal and net volumes in the international
market.

Brandon Blossman - Tudor Pickering Holt & Company

And then Paul just real quick. PRB cost ranges exactly the same as it was a year ago forecasting basis, lower volumes
year-over-year 13 to 12, any expectations, you fell exactly into the middle of that range for 12, is that a fair expectation
for 13 and what would move one way or the other?

Paul Lang - Executive Vice President and Chief Operating Officer

As | mentioned in my comments Q4 was the best cash performance for the quarter and the guys did a pretty good job,
in the Powder River Basin you know our volumes were down and our cost were up a little bit and we were able to
mitigate a lot of that by ideally equipment taking other steps and in the basin we did can’t be understated although took
care of a short term issue, it should help us going down the road. You know my sense on 2013 is pretty much where
we're at, we're expecting the volumes to be about the same and we think with the little uptick in volume we will be able
to offset most of the minor inflation everything’s that will come along. You know [ think there is a lot of positive things on
the cost side but you know despite all that I'm definitely not satisfied where we’re in controlling cost and you know it will
remain our focus for 2013.

Operator
And our next question will come from Mitesh Thakkar of FBR.

Mitesh Thakkar - FBR
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My first question is on the Western Bituminous cost, Paul obviously good job during the quarter. When | look at the
guidance though, it looks like there is a significant bump not only versus the full year 2012 but meaningfully higher
compare to the fourth quarter, what is driving that? If you can kind of give us a bridge on that, that will be great.

John Eaves - President and Chief Executive Officer

All right Mitesh, you know we have an extraordinary cost quarter in Western Bituminous, quarter-over-quarter cash cost
went down 22% while the sales volume decreased 18%, the net result was an 18% and 68 per ton cash margin and
13.47 for the year. | don’t want to take away anything from great accomplishment by the team but there was some non-
recurring items that occurred in the quarter the biggest which of was the run-out of the Dugout Longwall. Obviously
we're not forecasting, operating in the Dugout Longwall in 2013 but we’re keeping our options open and we really
remain encouraged by the market in this region. | guess taking all that into account though we’re still forecasting a cash
cost of $24 to $27.

Mitesh Thakkar - FBR

Okay great and just looking at the contracting, obviously when you do math on the PRB coal it looks like you sold $15
million - $16 million tons at around $10 which is kind of below your cash cost. Can you give us some color about you
know what is in there maybe is it a function of mix or like the weak export markets which you talked about, can you talk
about the net backs right now on the export side as well?

John Eaves - President and Chief Executive Officer

As we walk our way through this trough you know we remain focused on the longer term opportunities and still view the
PRB as a long lived asset that’s going to support us for a lot of years. | guess without any apology we took some
volume off the table for 2013 and reduced our exposure, so we could run the minds at a reasonable rate. But we also
had success at leveraging the 2013 numbers for volume and price in the outer years, for a little more color you know the
numbers are weighted down by a couple things, some of its market based agreements, some of it's the blend of 84 and
8800 coal as well as the drop in the international prices. When you think about it the end of January the Indonesian
4900 kilocal coal is in the mid-60s you know about a year ago that was $80 or $85.

You know obviously, $15 or $20 in the PRB is a huge number and you know we continue to want to pursue these
international things and we don’t want to be a swing supplier in the trade, but | think if you stand back, | think very
positive thing on the pricing is we have seen significant production response to current pricing and that includes
Australia and then Indonesia. And | think as we work through our gradual stockpile drops in the PRB at the ultilities, we
should see some price recovery later in the year. And looking at 2014, we have been able to take this and we are sitting
at about 55% or 60% of our thermal position committed based on 2013 guidance. So, | think the strategy is paying off.

Mitesh Thakkar - FBR

Alright, great. And one last follow-up if | may on the Leer mine, have you contracted any coal from Leer and if not what
is your expectation in terms of pricing given where the met markets are currently?

John Eaves - President and Chief Executive Officer

Without going into specific pricing, we have not contracted anything, but | wouldn’t have expected too either. We are
focused on the early production out of the mine going to steelmakers to do test burns to get it into their blend. So, |
wouldn’t have expected to really sign any term agreements for that operation till next year.

Paul Lang - Executive Vice President and Chief Operating Officer
But we do have some tests going on in the coal that are going well.
Mitesh Thakkar - FBR

Great. Thank you very much guys.

Operator
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And our next question will come from Shneur Gershuni of UBS.

Shneur Gershuni - UBS

Good morning guys.
John Eaves - President and Chief Executive Officer
Good morning.

Shneur Gershuni - UBS

Just a very quick follow-up to Mitesh’s last question with respect to the PRB cost versus what you have sold, the actual
tonnage that you booked was that actually technically done at a loss or just given the fact that their pricing differentials,
royalty calculations and so forth and fixed operating leverage that those tons are not actually booked at a loss or close
to breakeven, if you can sort of talk about that for a second?

John Drexler - Senior Vice President and Chief Financial Officer

Hey, Shneur you hit on an item that you do have to take into consideration. | think Paul touched on that it can be a
variety of factors as we look at each of the individual sales including mix at a 400, at a 800 BTU coal, but another
important item that you mentioned as well, the sales sensitive cost impact of what we are looking at. So, a third of the
sale price is sales sensitive cost. You need to take that into account into what we report from a cash cost perspective
over the course of 2012 with the realizations that we had at that time also. And | think when you adjust for those items
you will see that maybe we weren't selling these at a loss in that region.

Shneur Gershuni - UBS

Great. Just two quick questions here, one if we can start with contracting you had mentioned that you have kept some
of the better or higher quality met coal back for the market as you expected to move up and so forth. When we think
about where benchmark pricing was for metallurgical coal and where you booked the high-vol in PCI for the domestic
contract and so forth, was it better than expectations or the relationship between the two was there a contraction or
widening of the spread at all kind of how we think about how you contracted those specific tons?

John Eaves - President and Chief Executive Officer

Yeah. | think it was about as expected. | mean, we as Paul indicated a lot of it was weighted down with a high-vol B in
PCI. And as we see the international market materialize, we hope that the prices will improve. | mean, we believe right
now at the 165 benchmark there is a large percentage of the suppliers in the seaborne market that don’t have a cost
structure that can play in that market at that price. So, we think you are already seeing kind of moving along the bottom
maybe bumping up a little bit if you look at spot prices. So, with the 35 million tons we have seen come out of supply
maybe some more coming up versus second quarter, we do think there is a real possibility for prices do respond
particularly in the back half of the year. And that’s why strategically we tried to manage and maintain more of our high-
vol A and low-vol open at this point whereas last year we had committed a higher percentage of that.

Shneur Gershuni - UBS

Great. And just one final question, you have definitely made some great strides with respect to CapEx and so forth.
Once Leer is up and running and it looks | assume you don’t make any land acquisitions, it sort of seems you are
running at about $170 million maintenance CapEx number. Is that how we should be thinking about 2014 and beyond?
And does this low CapEx or maintenance CapEx run-rate impair your ability to ramp up production if you see a pricing
uptick?

Paul Lang - Executive Vice President and Chief Operating Officer

Clearly, we are focused on that reduction as well as cost control. And if you look at the (buckets), 2013 maintenance
CapEx is about $170 million. If you recall though in October, we are also getting the benefit this year of about, you could
argue a number of $40 million or $50 million of equipment that we ideal that some of the minds of the east and we are
able to transfer and take advantage of so | think you take that into account, you're looking at kind of a normalized
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maintenance capital for us next year.
John Eaves - President and Chief Executive Officer

As we think about growth capital once we do have the Leer up and running at steady state we have some land additions
which would be LBA and some smaller stuff about $60 million to $80 million a year, beyond that it would be just
maintenance capital until we sell some improvement and market that really justified spending more growth capital.
We're fortunate though when we think about the next several years of having the (inaudible) value reserve which is just
to the west of Leer could be another longwall and another continuous (inaudible) and then we have the big Bakken and
the Southern lllinois quarry, those very attractive projects but until we see some improvement in the market the ability to
go put some thermal to bed longer term then we’re going to kind of sit where we’re right now.

Operator
(Operator Instructions). Our next question will come from Brian Yu with Citi.
Brian Yu - Citi

My first question is just on the coal sale, what's the anticipated volumes that you would expect to produce and sell out of
Leer this year?

John Eaves - President and Chief Executive Officer

| think we’re going to have about a million tons in total.

Brian Yu - Citi

And that would be both production and sales?

Paul Lang - Executive Vice President and Chief Operating Officer

Yes and you know obviously that's going to be very heavily weighted to Q4 when longwall starts up.
Brian Yu - Citi

All right and so if you're doing some development you mentioned you did some test burns now, would that excel your
once go into the second and third quarter and then would that be geared towards international markets? Or would you
try placing them domestically?

John Drexler - Senior Vice President and Chief Financial Officer

Brian as far as the accounting for some of those sales that occurred during development between now and the startup
of the longwall from an accounting perspective those aren’t booked through on P&L, those are an adjustment CapEx.
That’s traditionally in our industry as you develop a longwall, have the accounting for that is. As far as the target for test
burns and whether it's domestic or international | will turn that back over to Paul and John.

John Eaves - President and Chief Executive Officer

| clearly say we had a lot of interest particularly in Asia out of this coal and | think I’'m just going to have to take a shot
but | would say about 70% of what we shift is going to Asia for test burns.

Brian Yu - Citi

Okay and just switching topics on this, on the PCX related tons we took the charge, is any of that, can you provide more
detail than to how that may or may not impact your future operating results as you delivering those contracts?

John Drexler - Senior Vice President and Chief Financial Officer
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As far as what occurred during the course of the quarter, there was a contract with the customer being serviced from
Patriot that ultimately had an obligation of Arch attached to it. We have been very explicit in what our exposure to those
contracts has been over the last several years and specifically over the last quarter since the bankruptcy. During the
quarter that contract was rejected in bankruptcy so the obligation came back to Arch, the way that specific contract
works as it's been amended over the years is it's a required fixed payment schedule between now and 2017 for which
we have obligations to make those payments. So once that was rejected in bankruptcy the obligation came back to us.
We recorded the full liability for that amount and will just make ongoing payments between now and 2017, not material
to any given here.

Operator
(Operator Instructions). Our next question comes from (inaudible).
Unidentified Analyst

| guess first off it seems like you're getting more encouraged by 2013 on a burn expectation. So when you’re looking at
that 50 million ton expectation, how much of that do you think will come from new business versus coming from burning
down existing stockpile level?

John Eaves - President and Chief Executive Officer

| think it will be a combination, | mean we finished the year at a 182 million tons and you know depending on where you
call target levels we think that’s you know a good 30 to 40 million tons above normalized levels so some of it's got to
come off existing inventories and we will expect you know a draw in January or February but we would expect as the
year progresses on that there will be some new business opportunities to sell coal as well, but clearly we need to draw
the next 45 to 60 days in the inventory to make that happen, because we go into the (shiver) season. So, | think it will
be a combination, but | think the first order business is to pull down the inventories that we ended the year with. So, we
see that happening and if we did encounter some mild weather for the next 45 to 60 days, | mean, it's possible that it
could delay that, but we are hopeful that we continue to get some cold weather here.

Paul Lang - Executive Vice President and Chief Operating Officer

And | think we are clearly getting a sense from several customers that they are being cautious on their contracting in
2013 and we are going to be careful. And as John said as the burn comes off or the stockpiles come off, | think that will
determine what we see later in the year as far as new sales.

John Eaves - President and Chief Executive Officer

Yeah, | mean a lot of these get burned a few years ago and they have been pretty conservative in their buys. And if you
did see inventories come down, you actually could see those guys come back to market in the third and fourth quarter
and based on pretty heavy buying activity.

Unidentified Analyst

Great, that's very helpful. And | think just following up on that, obviously you have had a lot of changes in your
Appalachian thermal footprint over the past year with all the mine closures, what do you think is a good run-rate to think
about the actual production in the basin right now? And if we do see the stockpiles get drawn down lot of spot (in these),
how long would it take you to ramp up this production capacity and how much could you ramp it up?

John Eaves - President and Chief Executive Officer

Well, | mean, we are going to be very cautious. | mean, we are not going to bring production on for short-term
opportunities. We are guiding to 8 to 9 million tons of met. | think you could see a comparable level in the thermal side. |
think it just depends on what we see from a market perspective. Paul and his guys were encouraged by what they are
seeing on the industrial sector and you saw that reflected in our pricing that we did during the quarter. So, we will see
how it goes, but | think if we sell and improve sustained market, there is an opportunity that we could bring on some
additional volume back half of the year, but as you know cap as a whole was off about 36 million tons from 11 to 12 and
we are forecasting another pretty significant step off in cap as we move into 2013. As | mentioned in my opening
comments, if you just take fourth quarter run-rates and annualize them, it's below 130 million tons in Central App, which
is pretty significant from where we have been over the last five plus years.
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Unidentified Analyst

Great. That’s all very helpful.

Operator

Thank you. Ladies and gentlemen, we will take our next question from Jim Rollyson of Raymond James
Jim Rollyson - Raymond James

Good morning everyone.

John Eaves - President and Chief Executive Officer

Jim.

Jim Rollyson - Raymond James

John, going back to that inventory question just when you guys looked in your internal modeling and assuming normal
weather, where do you think inventories get down to in that — under normal weather scenario this year and maybe what
do you think they need to get down to, to really jump start some opportunity for better pricing?

John Eaves - President and Chief Executive Officer

Jim, as we look at normalized weather we look at natural gas prices kind of where they are now in that mid 3s. Our
internal forecast would have it somewhere around 155 plus or minus at the end of this year, which is maybe slightly
above normalized levels, but getting much closer and | would say that we have really setup a pretty nice first half in
2014 in terms of buying activity.

Jim Rollyson - Raymond James

And as far as getting back to some sense of pricing, | mean obviously the gas prices to cooperate as well, but what do
you think normal levels are today more like it used to be the 140 to 150 as you think that’s more like the 130s given
reduced burn?

John Eaves - President and Chief Executive Officer

Well, you have had some generation come up obviously, so that number is probably going down a little bit, but | would
say it's probably mid-130s to mid-140s range for normalized. | mean, it depends on the customer, but with some of the
plant closures we have had thus far, | think that number probably gets a little bit lighter than the old 150 number.

Jim Rollyson - Raymond James

Alright. And as the last follow-up, can you just refresh us maybe how we should think about the cost contribution from
the Leer mine, obviously this year you are going to be working on getting it up and running, but as you go forward into
next year and get it running at a full run rate, how we think about Leer costs in relation to your overall met costs?

Paul Lang - Executive Vice President and Chief Operating Officer

Jim, what we have been saying and | guess with any new mine you want to be cautious, but what we are saying is the
average cost will be in line with our regional average, so | think that's a good number start modeling with.

Operator
And our next question will come from Lucas Pipes of Brean Capital.

Lucas Pipes - Brean Capital
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My first question is on potential asset sales, maybe if you could give us an update on kind of what type of assets you're
looking at with transportation assets also be considered?

John Eaves - President and Chief Executive Officer

You know as we said in the past and we continue to look at our asset base and we have always been not only buyers of
assets but we have been sellers of assets and that's something that we continue to look at. You know | don’t want to set
the expectation or something that’s definitely going to happen but you know if there is an asset it's not necessarily
strategic to what we’re doing. Somebody could come in and provide value that we don'’t see certainly something that
we're willing to consider. I'll say that we are not in a position where we have to buy or sell assets and will not do that,
we're always reviewing our portfolio and making sure that it fits with what we’re trying to do. | mean if you look at our
diversity, we think we are well positioned in the U.S. with our production based in the PRB, our improved performance
in western kind of growing presence in lllinois and then if you look at our almost billion tons that we have in Appalachia
which about 40% of that is low cost in that. We do think that we’re pretty well positioned, so if there is something in that
asset base that didn’t fit, we would certainly consider modernization.

Lucas Pipes - Brean Capital

Great and then a quick follow-up question. | mean a lot of prognosticators you see in the U.S. met coal exports are a
little bit lower this year. First kind of what is your take on that and then secondly you actually increased your met coal
guidance year-over-year, direct back to, first should you expect to take market share from your peers and if so is that
result of your cost structure in the basin?

John Eaves - President and Chief Executive Officer

Well | mean obviously 2012 was a big year, on a short term basis we shift a 124 million tons, | mean | think it's too early
to say that we’re going to be in that level. | mean what we’re saying it's going to be a plus 100 million ton market and
how the market evolves over the balance of the year will determine where those final numbers shake out.

| wouldn’t tell you that based on what we see in global demand, yeah we’re bullish longer term, when we look at the
new coal fire generation that we see being built around the world to the tune of about 300 gigawatts we think over the
next three or four years there is going to be an additional 900 million tons of coal that is going to be required to service
that growth and demand and when we look at steel production you know we’re forecasting about a 3% increase in steel
production from 12 to 13. So we do see some improvement in China. We see some improvement in Europe and a little
improvement in South America.

So as a company we want to make sure that we’re well positioned to take advantage of those opportunities and here in
the U.S, if you listen to some of the auto guys, | mean their forecasting low to mid-15s in terms of units being produced
in 2013 which you know translates into a good met market for us. So, you know we’re cautiously optimistic and kind of
watching the market and we will be selective in taking new business.

Operator
And our next question will come from John Bridges of JPMorgan.

John Bridges - JPMorgan

I wondered if you could give us a bit more detail on the Korean exports you were talking about, is that PRB is it
squeezing out to the west coast or is it coming out of the gulf? And is it like going Panamax because | would think the
rates would be a bit tight now.

Paul Lang - Executive Vice President and Chief Operating Officer

| will start your question, as we look in Korea, we exported both thermal and metallurgical coal to Korea, the thermal
coal obviously came out of the PRB, the met coal came off the east-coast majority of it went through DTA and Curtis
Bay.

John Bridges - JPMorgan
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And the PRB is going out to the West Coast?
Paul Lang - Executive Vice President and Chief Operating Officer
Yes sir.

John Bridges - JPMorgan

Okay and then just as a follow-up the two draglines that are ideal, this is a really sum how much production would that
represent?

Paul Lang - Executive Vice President and Chief Operating Officer

You know John | guess | would rather not go there on specific numbers, you know | think you can just look at our overall
guidance and look at our history as to what those volumes would amount to.

Operator

And our next question will come from Kuni Chen of CRT Capital Group.
Kuni Chen - CRT Capital Group

Hey, good morning folks.

John Eaves - President and Chief Executive Officer

Good morning.

Kuni Chen - CRT Capital Group

| guess just first question on the PRB, obviously in the fourth quarter you layered in some tons here to run at an efficient
level for 2013, are you basically there already or do you have to layer in perhaps a few more tons in the first half to keep
your cost structure within the range?

John Eaves - President and Chief Executive Officer

| guess without citing it specifically, we are sitting at about 90% committed, which is really one of the better positions we
have been in a long time. And | think the market outlook and the volumes we have to sell are kind of baked in our
guidance. So, | think we have taken it into account.

Kuni Chen - CRT Capital Group

Okay, fair enough. Then | guess just on the Central App, it looks like you committed some tons in the fourth quarter at
sort of a high $70 per ton type of range. Is that something with the mix there? Can you just give us some more color on
that?

John Eaves - President and Chief Executive Officer

Yeah. | think there is a little bit of noise | think in those numbers, but what you are seeing is | think what you are seeing
particularly in the east is kind of a bit of a combined impact of volume dropping off and gas pushing up the industrial
accounts. And some of those customers going back to coal are obviously since we have some higher quality products
we have been able to capitalize on this and pick up some of that market segment in otherwise what's been a pretty
tepid thermal market. Bottom line is our marketing guys did a good job and these -- what you see is clearly a great
effort, but | think the number is probably little high from what you are seeing in the market.

Operator

http://seekingalpha.com/article/1157721-arch-coal-s-ceo-discusses-q4-2012-results-earnings... 2/5/2013



Arch Coal's CEO Discusses Q4 2012 Results - Earnings Call Transcript - Seeking Alpha Page 32 of 37

And our next question will come from David Gagliano with Barclays.

David Gagliano - Barclays

Great, thanks for taking my questions. My first question back on the PRB volumes overpriced in the fourth quarter, | just
want to step back for a second even if we assume for example the sales based cost come down in etcetera, etcetera. It
looks like it’s still the best kind of a breakeven commitment on 16 million tons. So, my question is the obvious question
obviously can you just walk us through the logic of why that's better than shutting it down leaving in the ground and then
selling it at $1 or $2 per ton margin in 2014 for example?

John Eaves - President and Chief Executive Officer

Dave, this is John. A couple of things and Paul touched on | think the fact that we are able to turn that into additional
business in ‘14 and ‘15 at very attractive prices, | mean, you've just seen ‘14 we are not showing you ‘15, but we really
have turned it in multi-year business. | think the second piece is that we are trying not to be shortsighted as we look at
strategically in terms of our global customer base. And we don’t wanted to show up when things get good, we want to
make sure that we have established long-term relationships with some of our international customers that we are ready
when the market does turn. And we know it's going to turn, because when you look at the new coal, our generation
being built around the world we are struggling on where all that supply is going to come from. So, Arch has been very
proactive in developing that international customer base. We have been very proactive in going out and getting port
capacity. We want to be part of that, because as we look to the U.S. over the next three to five years, | mean, let’s face
it, | mean demand is going to be pretty flat. And if we are going to grow we have to look at that market and we can’t wait
a year or two down the road for markets to improve to be part of it. So, | think the marketing guys have done a great job
in developing relationships all over Asia, long-term relationships, port relationships that we think will serve us well. And |
mean, if yeah, we don’t like the prices either, but we do think strategically it's important to do that now versus late.

David Gagliano - Barclays

Okay, | have just a two-part follow-up question. First of all, the midpoint of your full year volume target, it implies another
14 million tons obviously to go, | am assuming that’s all in the PRB. It's related to one of the questions earlier. My first
part of my question is that how should we think about that? Is that, that’s going to be sold at whatever the prices are or
is there potential for that to be shut-in? That’s my first question. And then my second question along the lines of your
commentary, | am just curious over the last 14 years that covered the company like it has changed in terms of the view
towards the PRB. This is the same company that for the first 12 years | looked at it 13 years or whatever would
consistently say we are not going to sell the coal if it's not at the right price and we will leave it in the ground, what'’s
changed in the last year such that now it's more about maintaining long term relationships et cetera.

John Eaves - President and Chief Executive Officer

Well | think it's both, | mean we always evaluate every transaction and make a decision accordingly and we’ll continue
to do that. As Paul mentioned we got a lot ideal equipment in the PRB right now that we don’t plan on bringing back on
until we see sustained demand. But | think what has changed is the marketplace and the marketplace has changed to
gear us more to the international market and to establish that market, we got to go out and develop relationships and
sell coal and that has you know put us in a position where we have done some of that that we think will serve us well
when the market turns. Is it a given that all the uncommitted coal at our met points is going to be sold, no, it's not, |
mean we’re going to evaluate the market and we will make a decision at the time whether we sell it or we leave that
production in ground.

Operator
And our next question will come from David Martin of Deutsche Bank.
David Martin - Deutsche Bank

Was hoping you can give us a little color on the moving parts related to your app cost guidance for 13, is it essentially
that had a change in mix you know offsets the benefit of high cost mine curtailments and then | was going to ask about
Leer startup cost impacts but | think John you said earlier those don'’t get reflected in average cost.

John Eaves - President and Chief Executive Officer
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Yes from the startup cost impact David you're correct under the accounting those essentially get capitalized into the
development of the operation.

Paul Lang - Executive Vice President and Chief Operating Officer

| think just to add a little color, if you look at our cost you know they went up about $6 compared to 2011 and a lot of that
in 2012 will be in 2013 as the shift a higher percentage of metallurgical production. You can garner from the numbers
will be about evenly split in 2013 between met and thermal in the east and that’s got an obvious cost impact.

David Martin - Deutsche Bank

Okay and then secondly | just wanted to come back to the earlier comments on sales related cost and don’t take my
question the wrong way. | know | guess what I’'m trying to understand is where are those sales related costs are
embedded ‘cause | look at your for example your SG&A cost guidance and there is really no difference year-over-year.

John Drexler - Senior Vice President and Chief Financial Officer

Yeah David from sales related cost the royalties and taxes that are paid on the sale of coal in any of our regions and
any of our operations off loads through the cost of sales line and is considered a cash cost. So as you look at as an
example our regional per ton analysis, the sales sensitive costs are part of that cash cost per ton. SG&A is really all
corporate overhead related items, anything associated with the sale of that cost is flowing through our income statement
on cost of sales and it's reflected in our detail analysis, regional cost analysis and the cash cost per ton.

Operator
And our next question will come from Andre Benjamin of Goldman Sachs.
Andre Benjamin - Goldman Sachs

| was first hoping that maybe clarify how you’re thinking about the balance sheet and the use of cash that you built up. |
know you have indicated that you like to be capitalized to handle a potentially extended downturn. So should we
continue to expect that you'll just hold that cash until the market is stabilizes and then prepay the callable debt or when
things stabilize, can we see you turn around and use some of that cash on some of the growth opportunities you have
highlighted that target value reserves on the (inaudible) basin.

John Drexler - Senior Vice President and Chief Financial Officer

Clearly as we indicated, we felt it was prudent in the fourth quarter to go and bolster liquidity on the balance sheet for
the market downturn and for whatever the extension on that downturn is even if we don’t expect it to be prolonged. So
right now we’re in a position where we're going to be managing to that liquidity closely as indicated in my prepared
remarks you know we expect operating cash flows to potentially be below where they were last year so we will watch
this closely but as we have indicated over the course of the call we're beginning to see signs of improvement and given
the positioning of Arch as things do improve as markets do turn we think the earnings potential cash flow potential is
significant, a very primary focus for us once we begin to see that turn we begin to get confidence in those markets
moving forward in a very positive way for an extended period of time. We will have the ability then to go and address
what we believe is higher leverage than what we would like to have. So, that will be a primary focus for us. However,
clearly, wherever the markets are going, we will way the opportunities we have with organic growth projects etcetera,
but as we have indicated numerous times, our primary focus will be de-levering as we move forward as the markets do
turn.

Operator

(Operator Instructions) Our next question comes from Chris Haberlin of Davenport & Company.
Chris Haberlin - Davenport & Company

Hi, thanks for taking my call.

John Eaves - President and Chief Executive Officer
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Hi Chris.
Chris Haberlin - Davenport & Company

You in your release, you talked about consumption, coal consumption increasing this year by approximately 50 million
tons and it sounds like you are looking for an inventory drop through the year of 25 million to 30 million tons. So, that
kind of leaves sales at 20 million or 25 million tons and how do you — | guess, how do you think that incremental sales
volume should be distributed across the major thermal basins in the U.S.?

John Eaves - President and Chief Executive Officer

Well, | think it depends on where gas prices are. | would tell you that with that kind of inventory draw of natural gas
prices in the $3.40, $3.50 range where we have been seeing we think that the PRB and probably the Western Bit coals
will do pretty well. And we are actually seeing that today. If you look at the marketplace both of those coals are
dispatching on the curve. And as that inventory comes down, | think the buying activity will only improve and you should
see improvements in both the PRB and the Western Bituminous for Arch.

Operator
And our next question will come from Meredith Bandy of BMO Capital Markets.
Meredith Bandy - BMO Capital Markets

Hi guys. So, most of my questions have obviously been asked and answered, but one question | had was in Appalachia
in 2014, you gave us new sales guidance there of 1.7 million tons sold at $53.98. | was just surprised that, that number
fell so drastically. When was that sold? Would you see the current market as being — is that indicative of the current
market, is the current market better or worse than that?

John Eaves - President and Chief Executive Officer

| believe that, that’'s some carryover volume that we got through the ICG transaction and that we see the markets better
than that in 2014, but that is for the most part carryover from ICG.

Operator

And our next question will come from Justine Fisher of Goldman Sachs.
Justine Fisher - Goldman Sachs

Good morning.

John Eaves - President and Chief Executive Officer

Good morning.

Paul Lang - Executive Vice President and Chief Operating Officer
Good morning Justine.

Justine Fisher - Goldman Sachs

So, my question is on the kind of the production plan given potential outcomes in 2013 and it seems that most of the
coal companies are not planning to increase production this year even though we hear a lot of talking about how the
second half could be stronger, especially with natural gas. And so | know why you are not, because you have answered
to other questions that you don’t want to do it until you see a meaningful increase in demand, but the question is how
quickly could you bring that tonnage back if you did see meaningful demand? And then also would you or would you
just say no, | am sorry we are not going to produce that much and let prices get really higher, do you think that you guys
would produce into that higher price environment?
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Paul Lang - Executive Vice President and Chief Operating Officer

Well, | think the answer how fast that production could come back depends on the base. In the PRB obviously | think we
are poised very well to respond to whatever the market brings. And obviously we will be very careful. Same in Western
Bit, we have the longwall that's idle at Dugout Canyon, and you saw how effective it was in Q4 of 2012. The east, | think
is a tougher issue. | think a lot of the production | know the stuff that we shutdown, some of that's not coming back very
easily and | think it take a significant market shift for us to even think about the Eastern operations bring back thermal
coal.

John Eaves - President and Chief Executive Officer

Yeah, | think you have seen some structural changes in the east. And as to Paul’s point, | mean you are going to see a
lot of those tons that will not come back and that's why we are optimistic about what’s going to happen in the PRB and
to a lesser extent maybe Western Bit, and we think as that demand starts to reassert itself, we think that PRB comes
into play pretty quickly.

Operator

And we will now move on to Evan Kurtz of Morgan Stanley.

Evan Kurtz - Morgan Stanley

Hi, good morning everyone.

John Eaves - President and Chief Executive Officer

Good morning.

Paul Lang - Executive Vice President and Chief Operating Officer
Good morning.

Evan Kurtz - Morgan Stanley

Just a quick question on met coal, in 2012 what was your split between export tons versus sales of domestic steel mills
and how do you see that changing in 20137

Paul Lang - Executive Vice President and Chief Operating Officer

| think our export in 2012 was 65% thermal and 35% met. My guess is excuse me 2012 — 2013 my guess is the
metallurgical volumes will tick up a little bit as compared to the thermal volumes on the export side.

Evan Kurtz - Morgan Stanley

Okay got you and then could you provide me a color perhaps on how domestic met coal contracts ship out this year
maybe on a differential from a light quality basis.

John Eaves - President and Chief Executive Officer

| will just say in terms of volume we did a very good job of maintaining our market share and I'm very pleased with
where the guy shook out and you know if you look at it, what we did was we took off the table in the domestic market,
most of our PCI and lower quality high (inaudible), and obviously that’s with the anticipation that the higher quality coals
will travel overseas better and garner better prices.

Operator

And we’ll take our next question from Lance Ettus of Tuohy Brothers.
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Lance Ettus - Tuohy Brothers

Just wanting to know you know on just on the asset sale side, | mean have a lot of | think excess reserves in PRB and
also (inaudible) basin, those bases are still viable and you know the only base reserves obviously to wrap your fiber
volume properties and maybe that area maybe is considered not core. | guess kind of elaborate more in the potential for
selling these assets and you know | guess the interest we’re seeing out there maybe we’re approaching those assets.

John Eaves - President and Chief Executive Officer

Well | mean we’re talking to a number of people as we have and we will continue, | wouldn’t | mean in this environment,
| think it's pretty challenging to try to monetize assets and again | don’t want to talk about any particular region, | do
think the lllinois overtime could very well become a core operating region for Arch Coal depending on how we see the
market evolve. | mean obviously, we're very bullish on the PRB, you know another area that might be somewhat
challenged based on our comments is kind of the east and the way we see the thermal market potentially but you know
we will have to evaluate the opportunities we have to monetize assets and see if they meet our needs, if not as |
indicated earlier we’re not in a situation where we have to buy or sell assets. So somebody is going to have to provide
more value than we can provide in order for us to do a transaction.

Operator
And we will take our final question from Dave Katz of JPMorgan.
Dave Katz - JPMorgan

| was just wanting to confirm you guys are still | guess with the amendment that was put through on the credit facility. In
November you have the maximum senior secured leverage ratio in 2013 of 3.5 right?

Paul Lang - Executive Vice President and Chief Operating Officer
Correct.

Dave Katz - JPMorgan

And do you anticipate being able to comply with that throughout the year?
John Eaves - President and Chief Executive Officer

We don’t anticipate having any concerns with that the other major item there is the minimum liquidity measurement of
$450 million and we feel comfortable with the structure that we have in place.

Operator
And at this time I'll turn the conference back over to John Eaves for any additional or closing remarks.
John Eaves - President and Chief Executive Officer

Thank you. We certainly appreciate you join us today. We feel good about the way we position the company, first of all
our safety and environmental performance for 2012 again showed our leadership in that area. Our ability to maintain
cost and capital in a low volume environment, our ability to go out and put additional cash on our balance sheet. We
think all these things has positioned us very well that continue to weather this storm and be positioned when market
does turn and it will turn. So we look forward to updating you in April on our first quarter results. Thank you.

Operator
And that does conclude our teleconference. Thank you all for your participation.

Copyright policy: All transcripts on this site are the copyright of Seeking Alpha. However, we view them as an
important resource for bloggers and journalists, and are excited to contribute to the democratization of financial
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information on the Internet. (Until now investors have had to pay thousands of dollars in subscription fees for
transcripts.) So our reproduction policy is as follows: You may quote up to 400 words of any transcript on the
condition that you attribute the transcript to Seeking Alpha and either link to the original transcript or to
www.SeekingAlpha.com. All other use is prohibited.

THE INFORMATION CONTAINED HERE IS A TEXTUAL REPRESENTATION OF THE APPLICABLE COMPANY'S
CONFERENCE CALL, CONFERENCE PRESENTATION OR OTHER AUDIO PRESENTATION, AND WHILE
EFFORTS ARE MADE TO PROVIDE AN ACCURATE TRANSCRIPTION, THERE MAY BE MATERIAL ERRORS,
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IN NO WAY DOES SEEKING ALPHA ASSUME ANY RESPONSIBILITY FOR ANY INVESTMENT OR OTHER
DECISIONS MADE BASED UPON THE INFORMATION PROVIDED ON THIS WEB SITE OR IN ANY TRANSCRIPT.
USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S AUDIO PRESENTATION ITSELF AND THE
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If you have any additional questions about our online transcripts, please contact us at: transcripts@seekingalpha.com.
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http://seekingalpha.com/article/1157721-arch-coal-s-ceo-discusses-q4-2012-results-earnings... 2/5/2013



APPENDIX 40



The War On Coal: Sell Arch Coal - Seeking Alpha Page 1 of 2

Seeking Alpha ®

The War On Coal: Sell Arch Coal

November 20, 2012
by: Kofi Bofah

| about: ACI

Disclosure: | have no positions in any stocks mentioned, and no plans to initiate any positions within the next 72 hours.
(More...)

Coal industry fundamentals remain notable for extreme volatility. Earlier this summer, Patriot Coal went bust as the
effective canary in the coalmine. The coal industry now battles against the politicized "War on Coal" that is now a catch
phrase encompassing declining coal prices, booming natural gas production, and alternative energy solutions. Amidst
this ongoing malaise, energy analysts take care to break down specific coal portfolios in terms of geography and
chemical composition. In this environment, the search for the alpha, or "best of breed" coal stock will likely prove futile.
This strong sell call on Arch Coal (ACI) serves as an indictment against an industry that remains at risk of becoming
outdated amid global recession.

The Coal Market

The United States and China are the two major bookends of the world's coal market. In terms of reserves and
production, the U.S. and China headline a top-ten list that includes Russia, Australia, India, South Africa, and Indonesia.
On the consumption side of the ledger, coal is obviously an important energy resource for China and the United States,
the world's two largest economies. According to the Energy Information Administration, roughly 90% of U.S. coal
production remains state side for power generation. Rapidly industrializing China, of course, is a primary destination for
coal exports.

Lignite and sub-bituminous are low-grade classifications of coal primarily used as fuel for electric power generation.
Bituminous coal is a mid-grade resource utilized for both electric power generation and coke, which is the primary fuel
driving blast furnace steel production. As a premium fuel, anthracite coal is best reserved for domestic heating, due to
its relatively high carbon content for clean burning and costly expense. In this political environment, access to
bituminous and anthracite coal reserves alongside heavily trafficked trade routes to China are critical to the success of
any mining operation.

Within the United States, coal mother lodes stretch through Appalachia and the Interior Rocky Mountain region.
Wyoming, as the nation's leading coal producer, is home to the bituminous coal rich reserves within the Powder River
Basin. Across the Mississippi, anthracite coal is a leading resource of Central Pennsylvania. Despite this abundance,
U.S. Energy policy remains unfavorable to the maximum cultivation of domestic coal resources. Wyoming coal is
effectively shut in and away from the international marketplace due to the lack of political willpower to build export
terminals on the West Coast. Alternatively, Eastern Seaboard and Gulf Coast businesses often find it cheaper to import
overseas coal, rather than transport this fossil fuel via rail.

Coal, of course, is always a convenient scapegoat for environmentalist groups. Coal emissions include sulfur dioxide,
nitrogen oxide, mercury, and carbon dioxide. Until fairly recently, natural gas served as the more energy efficient, but
expensive alternative to coal. Improved hydraulic fracturing, or fracking, technology to develop the Marcellus and
Barnett Shale formations may effectively contribute to persistent natural gas gluts within the United States.

Over the past year, coal and natural gas spot prices have converged near $2.50 MMBtu. At this price point, utilities will
convert to natural gas, at the expense of coal usage. As an energy resource, coal now accounts for a dwindling 40%
share of U.S. power generation. Coal is losing the war.

Arch Coal Portfolio
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Arch Coal classifies domestic mining operations according to geography, pricing, and energy quality. Arch mines are
concentrated within Appalachia, lllinois, and the Interior Rocky Mountain region. Arch Coal management promotes a
resource portfolio both rich in access to Appalachian metallurgical, or coking, coal for steelmaking, alongside the low-
sulfur content coal of Wyoming's Powder River Basin for cleaner power generation. Going forward, access to
Wyoming's Powder River Basin coal will prove critical to meet the inevitably tougher environmental standards proposed
by Federal lawmakers.

Arch Coal's Appalachian region straddles the West Virginia, Kentucky, Maryland, Pennsylvania, and Virginia borders.
Appalachian coal is notable for both its relatively high-energy output and sulfur content. For its 2011 fiscal year, Arch
itemizes more than 500 million tons of recoverable coal reserves located within Central and Northern Appalachia. On
average, Appalachian coal generates 12,778 Btus of energy per pound, while emitting between 1.2 and 2.5 pounds of
sulfur content per one million Btus. For the sake of comparison, Powder River Coal generates 8,837 Btus per pound,
and maintains sulfur content of less than 1.2 pounds per million Btus energy generated. Arch operates with roughly 1.5
billion tons of recoverable reserves within the state of Wyoming. Weak coal prices alongside tighter E.P.A. regulations
will force the shutdown of underperforming mines throughout Appalachia.

The Bottom Line

Boom and bust scenarios are typical for all commodity plays. The coal industry is now deleveraging rapidly alongside
both the aforementioned natural gas glut and lackluster economic forecasts throughout the Western industrialized
world. Arch Coal profits are especially at risk, as this company ships the majority of its coal between the American and
European continents. For Arch, the spectacular buildup of the Chinese marketplace is largely irrelevant. Indonesian and
Australian mining operatives, such as BHP Billiton (BHP) can easily undercut Arch on transportation costs to China. For
2011, Arch reports a mere $61 million in Asian revenue out of $4.3 billion in total sales.

During fiscal year 2012, Arch Coal's profitability has declined sharply. Although sales remain flat, $523 million in mine
closing costs have contributed to $390 million in losses over the past nine months. Efficient cost cutting measures,
rather than increasing coal production, pricing, and demand are largely responsible for the $46 million in Arch Coal Q3
2012 profits. Arch Coal stock was to decline from $8.48 to $6.50 for a sharp 25% loss over the three weeks following
the release of this latest report. The steady deterioration in shareholder value will continue, as coal effectively goes the
way of wood.

Conservative investors should sell Arch Coal stock.
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