Arch Coal, Inc. Reports Third Quarter Results
October 22, 2001 9:51 PM ET
Highlights:

- Net loss of $8.1 million, or $.15 per share, vs. anet loss of $5.2 million, or $.14 per share, in 3Q00

. Adjusted EBITDA of $58.6 million, vs. $76.1 million in 3Q00

. Revenues of $353.3 million, vs. $359.3 million in 3Q00

. Coal salesof 27.1 million tons, vs. 26.8 million tons in 3Q00

. Remaining available production for 2002 committed and priced; also committed and priced a substantial amount of tonnage
for delivery in 2003

. 357,200 shares repurchased at an average price of $14.13 per share

St. Louis- October 22, 2001 - Arch Coal, Inc. (NY SE:ACI) announced today that it had a net loss of $8.1 million, or $.15 per
share, for its third quarter ended September 30, 2001. The company had previously announced that it expected to lose between
$.15 and $.25 for the quarter. In comparison, Arch had a net loss of $5.2 million, or $.14 per share, in the same quarter of 2000.

The third quarter is traditionaly the company's weakest earnings period due in part to the timing of miners' vacations and the
scheduling of major maintenance projects during vacation periods. In addition, company results were adversely affected by aloss
at the West Elk deep mine in Colorado, where production has been hampered by high levels of methane liberation, and the
continuation of higher costs at the Samples mine in West Virginia resulting from a sandstone intrusion in the coal seam.

"We made significant progress on several fronts during the quarter just ended that should contribute to substantially stronger
resultsin the future,” said Steven F. Leer, Arch Coal's president and chief executive officer. "The performance of the West Elk
mine improved steadily each month of the quarter as it successfully expanded its methane control efforts and increased
productivity levels. In addition, we committed additional eastern and western tonnage for delivery in 2002 and 2003 at favorable
pricing levels."

For the nine months ended September 30, 2001, Arch Coa had a net loss of $1.2 million, or $.03 per share, compared to a net
loss of $22.4 million, or $.59 per share, for the same period of 2000. Total revenues for the first nine months of 2001 totaled
$1,103.3 million and coal sales totaled 81.0 million tons, vs. $1,057.2 million and 79.4 million tons for the first nine months of
2000. Adjusted EBITDA for the first nine months of 2001 totaled $207.2 million, compared to $220.5 million in the same period
of 2000.

Contract activity

During the quarter, Arch committed and priced its remaining available tonnage for 2002. The company currently expects to
receive an average of between $30.00 and $30.50 per ton for its eastern sales volume in 2002, and between $7.00 and $7.25
per ton for its western sales volume in 2002.

The table below describes the company's contract activity related to its Central Appalachia and Powder River Basin production
since the beginning of 2001.

l

Urpniced tonrage Urgriced tonriage Aoverage pricing for new
at 1101 (roe tors) | at 107501 (rora tons) | corarattraents (per tom)

2002

Central Lypalachia 10 d $27.00
Poder Brver Basin 20 i] 1000
2003

Central Sypalachia 13 5 $22.00
Powder Frver Basin 22 20 $ 950
2004

Central Lypalachia 20 17 $22.00
Fowder Brver Pasin a5 45 $ 900

"U.S. coal markets continue to enjoy very strong fundamentals,” Leer said. "Many U.S. power producers are exploring longer
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term supply agreements with large, reliable and well positioned coal producers. We have aready locked in pricing for our
expected production in 2002 and a substantial amount of tonnage in 2003 as well."

Major factors

The Samples mine in southern West Virginia continues to experience higher costs as a result of a sandstone intrusion that has
thinned the coal seam in the current reserve area. As a result, Samples experienced a $5.6 million loss during the quarter due to
production shortfalls. The sandstone intrusion is expected to result in another loss at Samples in the fourth quarter.

"Early next year, the Samples mine expects to begin development work on a new reserve area with more favorable geology,” Leer
said. "We have yet to receive the necessary permits for these reserves, but expect to do so before the end of the year."

For the quarter, West Elk recorded a $2.3 million operating loss. However, the mine's performance improved steadily as the mine
implemented a series of methane control procedures. During August and September, the mine produced more than 500,000 tons
per month, or approximately 80% of normalized production, and it achieved break-even financial resultsin September. "Whileit is
still too early to provide assurance that the West Elk mine's problems are resolved, we are pleased with its recent progress,” Leer
said. "We expect to build on this progress in the fourth quarter.”

Leer added that most of the company's other mines are running well. Black Thunder, the company's largest mine, set a shipment
record for the quarter.

Stock buyback program

On September 15, Arch announced that its board of directors had authorized the company to repurchase up to 6,000,000 shares
of Arch Coal common stock. During the quarter, the company used $5.0 million to repurchase 357,200 shares of stock, at an
average price of $14.13 per share. The timing of any additional purchases, and the exact number of shares to be purchased, will
be dependent on market conditions.

Operating statistics

Regional analysis: Of the 27.1 million tons of coal that Arch sold during the third quarter, approximately 8.1 million tons
originated at its eastern operations and 19.0 million tons originated at its western operations. Arch Coal had an average realized
sales price of $12.44 per ton and average operating costs of $12.18 per ton. The eastern operations had an average realized sales
price of $27.04 per ton and an average cost of $26.56 per ton during the quarter. The western operations had an average realized
sales price of $6.22 per ton and an average cost of $6.01 per ton during the quarter. (Western operations data do not include the
results of 65%-owned Canyon Fuel Company, which is accounted for on the equity method.)

Expected sales volume for the fourth quarter: Arch expects to sell approximately 8.6 million tons of coal in the fourth quarter of
2001 at its eastern operations. In the west, Arch expects to sell approximately 18.2 million tons of Powder River Basin cod and
roughly 1.6 million tons of coal from its West Elk mine. Total sales (on a 100% basis) at Arch's 65%-owned Canyon Fuel
operations in Utah are expected to be approximately 3.4 million tons in the fourth quarter.

Financial: Arch expects depreciation, depletion and amortization of between $55 million and $60 million in the fourth quarter.
Capital expenditures are expected to total between $40 million and $45 million. (Projections for depreciation, depletion and
amortization and capital expenditures include Arch's ownership percentage in Canyon Fuel Company.)

Earnings guidance: Arch had previously announced that it expected to break even for the last six months of 2001, with athird
quarter loss expected to be offset by a comparable level of profit in the fourth quarter. As aresult, the company currently expects
to record a profit of between $.12 and $.18 per share in the fourth quarter.

L ooking ahead

"As we prepare for 2002 and the improved coal pricing we will enjoy beginning in January, our top financial priority will beto run

our mines efficiently," Leer said. "A materialy improved revenue line is locked in. Now our focus must be to deliver these
improvements to the bottom line through sound cost control."
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In addition, the company will continue to negotiate contracts for its expected production in 2003 and beyond, according to Leer.
"Contract pricing has moved in a narrow range for the past six months and remains at very attractive levelstoday," he said. "We
expect pricing to remain strong for the foreseeable future.”

Leer pointed to the modest increase in production so far this year as one reason for this positive outlook. "U.S. coal production
was up approximately 24 million tons for the first six months of 2001," Leer said. "Given that government reports show that power
generators pulled nearly 40 million tons out of stockpiles last year, we expect stockpiles to remain considerably below utility target
levels entering 2002."

Excess capacity at coal-fired power plantsis the lowest cost source of additional power, he added, and remained so even when
gas prices briefly fell below $2 per million Btu's in September. "Electricity demand has increased in 49 of the last 50 years," Leer
said. "We expect coal usage to increase and coa markets to remain tight even in today's sluggish economic environment.”

Instability in world energy markets has focused renewed attention on domestic energy reserves and may trandate into a central
role for cod in Americas future energy policies. "America has a 250-year supply of coa at current consumption rates, and
technology is making coal usage more environmentally friendly al thetime," Leer said. "Coal is a key resource in achieving greater
energy independence for America."

A conference call concerning third quarter earnings will be webcast live today at 11 am. Eastern time. The conference call can be
accessed viathe "investor" section of the Arch Coal web site (www.archcoa.com).

Arch Cod isthe 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 awidely accepted financial indicator of a company's ability to incur
and service debt. Adjusted EBITDA should not be considered in isolation or as an aternative 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 Cod, Inc., its subsidiaries and its ownership percentage in its equity
investments.

Forward-Looking Statements. Statements 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-1ooking
statements are based on information available to, and expectations and assumptions deemed reasonable by, the company.
Because these forward-looking statements are subject to various risks and uncertainties, actual results may differ materially from
those projected in the statements. These expectations, assumptions and uncertainties include: the company's expectation of
continued growth in the demand for electricity; belief that legislation and regulations relating to the Clean Air Act and the relatively
higher costs of competing fuels will increase demand for its compliance and low-sulfur coal; expectation of continued improved
market conditions for the price of coal; expectation that the company will continue to have adequate liquidity from its cash flow
from operations, together with available borrowings under its credit facilities, to finance the company's working capital needs; a
variety of operational, geologic, permitting, labor and weather related factors; and the other risks and uncertainties which are
described from time to time in the company's reports filed with the Securities and Exchange Commission.
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Arch Coal, Inc¢. and Subsidiaries

Condensed Consolidated Statements of Operations
{In thousands, except per share data)

Three Months Ended fine Months Ended
September 30 September 30
2001 2000 2001 2000
[Unaudited) [Unaudited)
Revenues
Coal sales § 337 246 § 343405 §1,047 502 1,010,102
Inzome from eguity investment 4 0BG 3452 14,372 3,844
Cther revenues 11,995 12432 41 437 35,297
F33.303 329,289 11033511 1,057,243
Costs and expenses
Cost of coal sales 330196 319,500 992 297 945 617
Zelling, general and administrative expenzes G751 &.851 34,589 28611
Amorization of coal supply agreemerts E2MT 11,087 M .aTe 30,790
Cther expenses 4 097 3800 1262 11,510
349 261 343438 1,060,555 1,016,525
Income from operstions 4 044 15,851 42 426 38,715
Interest expense, net:
Interest expense (15,128) [23,172) (51,208) (69,287
Interest income 244 425 3,581 1122
(14 554) (22 749) (47 327 (65,165)
Losz before income taxes (10,8400 (6,098 (49017 (28,4300
Benefit from income taxes (2700 (1,700 (3,700 (7100
Het loss § (81400 $(5,1958) Fo01,201) § (223500
Bazic and dillted losz per cammon share ¥ [0.15) ¥ [0.14) ¥ [0.03) ¥ [0.59]
Wigighted average shares outstanding 52 63 38164 47 404 38164
Dividends declared per share ¥ 00575 ¥ 00575 ¥ 04725 F 04725
Adjusted EBITDA, * F 58590 § ¥6092 § 207177 220450

¥ o diusted EBITDA is defined s income from operations before the effect of net interest expense;
income taxes, and depreciation, depletion and amortization for Arch Coal, Inc., its subsidiaries and
t= owenership percentage in itz equity investments.
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Arch Coal, Inc. and Subsidiaries
Condensed Consolidated Balance Sheets
[In thousands)

Septembor 3, Dezembor 3,
L 2000
Assets [(Unaudited)
Current assets
Cash and cash equivalents S E,020 S E,028
Trade receivables 144,929 727
Other receivables 86T 28,540
Inuentories AE, 663 47,930
Frepaid royalties 2,640 2,262
Dieferred income takes 27,440 27,440
Cither 12,938 13,963
Total current assets 284,101 277,290
Froperty, plant and equipment, net 1,408,145 1,430,053
Ovher assets
Prepaid royalties 33,3490 17,500
Coal supply agreements a7.606 102,284
Dieferred income tates 201,795 179,343
Inyestment in Canyon Fuel 160,361 138,700
Cither 27,3567 0,244
510,409 A24,E71
Liabilities and =stockholders' equity
Current liabilities
Accounts payable S 05,006 kS 103,014
Accrued expenses 146524 152,303
Current portion of debt a0,3vz E0,129
Total zurrent liabilities 241,802 25446
Long-term debt EVE,000 1090 EEE
Bocrued postretirement benefits ather than pension 326,526 F36,EE3
Accrued reclamation and mine closure 2,600 fa52a
Aocrued workers' compensation 749,941 7B
Accrued pension cost 23,074 19,287
Obligations under capital leazes 2,997 11,242
Otker noncurrent liabilities E1178 41,803
Total liabilities 1,635,218 2,012,740
Stockholders” equity
Common stock B27 3497
Paid-in capital 836,326 473428
Fietained deficit [244,736) [234,550)
Treasury stock, at cost [5.043) [12,971)
Accumulated ather comprehensive loss [18,631) -
Total stockhalders' equity BET 437 219874
Total liabilities and stockholders' equity 3 2202655  22IEEM
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Arch Coal, Inc. and Subsidiaries

Condensed Consolidated Statements of Cash Flows

{In Thousands)

Operating activities
Met loss
Adiuztments to reconcile to cash
provided by operating activities:
Depreciation, depletion and amaortization
Prepaid rovalties expensed
Met gain on dizposition of azsets
Income from equity investment
Met distributions from eqguity investment
Changes in:
Receivakles
Inventories
Accaourts payable and accrued expenses
Income taxes
Accrued postretirement benefts other than pension
Accrued reclamstion and mine clozure
Accrued workers' compensation benefits
Cther

Cash provided by operating activities

Investing activities

Additions to prapetty, plant and equipment

Proceeds from dispositions of property, plant and equipment
Additions to prepaid rovatties

Cash uzed in investing activities

Financing activities

Met payments an revalyer and lines of credt
Payments on term loans

Proceeds from sale and leazeback of equipment
Reductions of abligstions under capital leaze
Dividends paid

Proceeds from sale of common stock

Purchasze of treasury stack

Cash uzed in financing activities

Decreaze in cash and cash eguivalents
Cazh and cazh equivalents, beginning of period

Cash and cash equivalents, end of period

Canyon Fuel Company cash flow information [Arch Coal ownership percentage]

Deprecigtion, depletion and amoaortization
Additions ta property, plant and equipment
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Mine Months Ended
September 20,
200 2000
[Unaudited)
Foo01,201) ¥ (22350
132,253 153,286
32,405 3,479
[7,334) [15,786)
(14,3721 (5,544)
42,711 17,479
1,771 §,739
(8,639) 7,836
[3,787) 21,594
(10,339) [5,771]
10,137 1,104
[328) (14,7781
1,348 [5,294)
3,5580) (12,457
123,717 127257
[39,795) (103,121)
8,122 18,342
(21 674) (22,799
(103,347 (106,978)
[230,423) [25,777)
(135,000) -
- 13,3592
2350 -
{G,334) (6,354)
380,995 -
[5,045) -
(20 378) [22,009)
(2 (1,730
B 028 3,283
§ 6020 F 13553
32,453 23,479
(12473) (13 467)



