
Arch Coal, Inc. Reports First Quarter Results

April 23, 2001 10:01 PM ET

Highlights: 

● Net income of $6.1 million, or $.15 per share, vs. a net loss of $15.0 million, or $.39 per share, in 1Q00 
● Adjusted EBITDA of $80.3 million, vs. $63.6 million in 1Q00 
● Total debt reduction of $98.7 million, or 9% 
● Revenues of $381.4 million, vs. $357.8 million in 1Q00 
● Coal sales of 27.2 million tons, vs. 27.8 million tons in 1Q00

St. Louis - April 23, 2001 - Arch Coal, Inc. (NYSE:ACI) announced today that it had net income of $6.1 million, or $.15 per 
share, for its first quarter ended March 31, 2001. In comparison, Arch had a net loss of $15.0 million, or $.39 per share, in the 
same quarter of 2000. 

"As previously announced, Arch Coal realized very strong margins on the limited tonnage that was open to market-based pricing 
during the quarter," said Steven F. Leer, Arch Coal's president and chief executive officer. "Moreover, nearly all of our mines 
performed well during the period, and continue to operate at high levels of efficiency today." 

The one operation that struggled during the quarter was the West Elk mine in Colorado, which encountered higher-than-expected 
methane levels following the relocation of its longwall mining system to a new reserve area in late February. "We have made 
progress in combating the problem, and we are optimistic that the mine can return to reasonably strong levels of production in the 
second half of the year," Leer said. "However, the problem did lead to a substantial curtailment of planned shipments in the first 
quarter, and it will have an impact on shipments during the second quarter as well." 

In addition to strong market-based pricing on its open tonnage, the company also benefited from income tax credits related to 
depletion and a $3.5 million pre-tax gain associated with the reversal of certain previously recorded reclamation liabilities. 
Offsetting those benefits were accruals related to stock-based compensation benefit programs that could be realized in future 
periods as a result of improved stock performance. 

Arch had revenues of $381.4 million and coal sales of 27.2 million tons in the first quarter of 2001, compared to $357.8 million 
and 27.8 million tons in the same period of 2000. Adjusted EBITDA for the quarter totaled $80.3 million, compared to $63.6 
million in the first quarter of 2000. 

Coal markets 

Coal markets continued to strengthen during the quarter, especially in Arch's two principal producing regions. "The spot price of 
Powder River Basin coal has tripled in the past 12 months, and the spot price of central Appalachian compliance coal has 
doubled," Leer said. "We are particularly encouraged by the fact that prices continued to improve in both regions during March 
and April, months when electricity demand typically falls off and coal prices soften." 

As previously announced, Arch had committed nearly all of its expected production for 2001 before the year began, and has only 
about 1.5 million tons of coal to ship at current spot pricing for the remainder of 2001. The company currently has approximately 
30% of its expected production open to market-based pricing in 2002, 50% in 2003, and 75% in 2004.  

"In recent years, power generators have waited until the summer months or even later before seeking to secure new supply 
commitments for the following year," Leer said. "In contrast, we have already received a substantial number of solicitations for 
2002 business and are engaged in active negotiations with some of these generators. We view this development as a positive 
indication that pricing for our open-to-market business in 2002 could be quite strong."  

Debt reduction 

During the quarter, Arch reduced its total debt by $98.7 million, or more than 9%, principally through the use of proceeds raised 
in an equity offering in early February made in connection with a secondary offering by Ashland Inc. "We continue to view the 
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strengthening of our balance sheet as our top financial priority and one of the best options we have to create value for our 
shareholders," Leer said. 

Leer noted that the company was able to achieve this debt reduction despite the fact that capital spending is historically higher in 
the first quarter due to the timing of reserve acquisition payments for the Thundercloud lease and Arch's normal capital budget 
cycle. Arch made the third of five annual payments of $31.6 million on the Thundercloud lease in January 2001. 

West Elk mine 

In recent weeks, West Elk has completed revisions to its ventilation plan and has made progress in diluting the liberated methane 
levels. "We are making strides in addressing the higher methane levels, and we are optimistic about our ability to effectively 
manage the problem over the long term," Leer said. West Elk is in the process of drilling degasification holes inside the mine and 
will soon drill similar holes from the surface that should help control methane levels over time. 

The West Elk mine was idle for roughly six months in 2000 due to a fire that occurred in the western section of the mine. In 
February 2001, West Elk completed mining the last longwall panel in the western section and moved its longwall mining system to 
a new reserve area on the mine's east side. West Elk recently completed efforts to permanently seal the entire west side of the 
mine. 

Operating statistics 

Regional analysis: Of the 27.2 million tons of coal that Arch sold during the first quarter, approximately 8.9 million tons originated 
at its eastern operations and 18.3 million tons originated at its western operations. Arch Coal had an average operating realization 
of $13.24 per ton and average operating costs of $12.12 per ton. The eastern operations had an average realized sales price of 
$27.76 per ton and an average cost of $24.57 per ton during the quarter. The western operations had an average realized sales 
price of $6.28 per ton and an average cost of $6.14 per ton during the quarter. (Western operations data does not include the 
results of 65%-owned Canyon Fuel Company, which is accounted for on the equity method.)  

Expected 2001 production: In the east, Arch expects to sell a total of approximately 34 million tons of coal in 2001 from its mines 
in central Appalachia. In the west, Arch expects to sell approximately 65 million tons of coal at its Black Thunder mine in the 
Powder River Basin of Wyoming and between 4 million and 6 million tons of coal at the West Elk mine in Colorado. The actual 
volume produced at West Elk will be largely dependent on the company's ability to manage the high methane levels currently being 
experienced there. 

Financial: Arch currently expects depreciation, depletion and amortization to total approximately $225 million in 2001, which 
includes $54.1 million in the quarter just ended. Capital expenditures are expected to total approximately $130 million, which 
includes $51.5 million expended in the quarter just ended. (Projections for depreciation, depletion and amortization and capital 
expenditures include Arch's ownership percentage in Canyon Fuel Company.) 

Looking ahead 

"In recent weeks, we have received a substantial number of solicitations from power generators that are looking to secure a 
supply of coal for 2002 and thereafter," Leer said. "Given the current tightness in U.S. coal markets, we expect favorable pricing 
for our tonnage that is uncommitted or open to market-based pricing."  

"Moreover, we continue to be encouraged by other developments that should continue to exert a positive influence on coal 
prices," Leer continued. "Natural gas prices remain high, hydroelectric output is being adversely affected by drought-like 
conditions in the western United States, and the nuclear system is producing at near its practical capacity. Furthermore, coal 
stockpiles at U.S. power plants were 35% lower at the outset of 2001 than a year earlier, and given current coal production levels 
we could see a further erosion of those stockpiles this summer." 

Meanwhile, coal-fired power plants are operating at a utilization rate of only 70%. "Clearly, coal demand will continue to climb as 
power generators seek to run these plants at ever-higher levels of efficiency," Leer said.  

The longer-term demand picture is strengthening as well. "The high price of competing fuels has spurred a renewed interest in new 
coal-fired generation," Leer added. "The announced additional capacity that is expected to come on-line towards the middle of 
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the decade should provide a smooth transition for continued coal demand growth as existing coal-fired plants begin to approach 
their effective capacity limits." 

So far, plans to build roughly 20,000 megawatts of new coal-fired capacity have already been announced, according to Energy 
Ventures Analysis. That equates to between 60 million and 80 million tons of new coal demand annually. 

A conference call concerning first quarter earnings will be webcast live today at 11 a.m. EST. The conference call can be 
accessed via the "investor info" section of the Arch Coal web site (www.archcoal.com). 

Arch Coal is the nation's second largest coal producer with subsidiary operations in West Virginia, Kentucky, Virginia, Wyoming, 
Colorado and Utah. Through these operations, Arch Coal provides the fuel for approximately 6% of the electricity generated in 
the United States. 

Definition: Adjusted EBITDA is presented above because it is a widely accepted financial indicator of a company's ability to incur 
and service debt. Adjusted EBITDA should not be considered in isolation or as an alternative to net income, operating income, 
cash flows from operations, or as a measure of a company's profitability, liquidity or performance under generally accepted 
accounting principles. Adjusted EBITDA is defined as income from operations before the effect of net interest expense; income 
taxes; and depreciation, depletion and amortization for Arch Coal, Inc., its subsidiaries and its ownership percentage in its equity 
investments. 

Forward-Looking Statements: Statements contained in this press release which are not statements of historical fact are forward-
looking statements within the "safe harbor" provision of the Private Securities Litigation Reform Act of 1995. These forward-
looking statements are based on our current expectations and projections about future events, some or all of which may be 
incorrect, and which are also subject to various risks and uncertainties that could cause actual results to differ materially from 
those projected in the statements. These expectations, assumptions and uncertainties include the following: our expectation of 
continued growth in the demand for electricity; our belief that legislation, regulations and the relatively higher costs of competing 
fuels will increase demand for our compliance and low-sulfur coal; projected production and financial results; our expectation of 
improving market conditions for the price of our coal; our expectation that we will continue to have adequate liquidity from our 
cash flow from operations, together with available borrowings under our credit facilities, to pay down our debt and to finance our 
working capital needs; a variety of operational, geologic, permitting, labor and weather-related factors, including equipment 
availability; and other risks and uncertainties detailed from time to time in the company's reports filed with the Securities and 
Exchange Commission. 
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