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Coal Mining 
Primer and Major 

Restructuring 
Issues 








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Disclaimer


 










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What is coal?
 





  




 



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Why is coal important?
 


 



 

 


 

 


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Where is coal mined?
 




 
  




 
 



  


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Where is coal mined in the U.S. today?

Northern 
Lignite

Powder 
River 
Basin

Central
Interior

Rocky Mountain
Illinois
Basin

Northern
Appalachia

Gulf
Lignite

Central
Appalachia



Est. Avg. BTU/lb: 8,000 – 9,500
Est. Avg. % Sulfur: 0.5 – 1.2
2013 Production: 408 short tons

Est. Avg. BTU/lb: ~13,100
Est. Avg. % Sulfur: 1.0

Est. Avg. BTU/lb: ~6,600
Est. Avg. % Sulfur: 0.9 

Est. Avg. BTU/lb: 11,400 – 11,800
Est. Avg. % Sulfur: 3.4 – 4.2
2013 Production: 132 short tons

Est. Avg. BTU/lb: 12,000 – 13,100
Est. Avg. % Sulfur: 2.1 – 4.2
2013 Production: 123 short tons

Est. Avg. BTU/lb: 12,700 – 13,800
Est. Avg. % Sulfur: 0.7 – 1.6
2013 Production: 128 short tons

 


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What is the typical 
process for mining coal?

 




 
 


  



 
 


  
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What is the typical 
process for mining coal?

 
  


 




 


 


 


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What are the key coal sector themes?

SEABORNE 
OVERSUPPLY

HIGH LEVERAGE 
LEVELS

COMPETITION 
FROM NATURAL 

GAS

Impact of El 
Niño 
Weather 
Pattern

PERSISTENT LOW 
PRICE 

ENVIRONMENT

MARKET DYNAMICS
Competition from Natural 
Gas in U.S. Thermal Market
 Relative economics 

driving coal-to-gas 
switching

 PRB / ILB coal relatively 
competitive; Appalachian 
coal remains pressured

Depressed Coal Prices
 Increasing supply as 

peak-market projects 
come online

 Weak Chinese demand 
growth

 Weak Australian dollar

Impact of Carbon 
Regulations 

SE
C

U
LA

R
 T

H
EM

ES

Supportive Long-Term Global Demand 
Fundamentals 
 Increasing urbanization and 

industrialization in emerging markets
 Coal still most affordable energy 

source in large parts of developing 
world

Environmental Regulation in U.S.
 Confirmed retirements of ~41 GW of 

coal-fired generating capacity 
through 2020

 Potential for significant incremental 
retirements depending on carbon 
regulations

Supply Rationalization
 ~35 Mt of global met 

supply curtailments; 
further 
rationalization 
needed 

Elevated Sector Leverage 
 Large debt-financed acquisitions near 

peak of met coal market
 Pricing deterioration

Emerging Challenges to 
Nascent Thermal Recovery  
 Rail network congestion 

in U.S.
 Challenges from low-

cost Colombian 
producers

Timing and Extent of 
U.S. Pacific Coast 
Export Capacity 
Expansion

Demand 
Growth in 
Emerging 
Markets 

Producer 
Discipline in 
Seaborne Met 
Markets

Coal Industry 

DEMAND IMPACT 
OF 

ENVIRONMENTAL 
REGULATIONS

Trajectory of 
Natural Gas 
Prices and 
Exchange Rates

 



KEY RISKS/UNCERTAINTIES
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What is the supply/demand outlook for the 
U.S. coal industry?

 


U.S. COAL SUPPLY AND DEMAND OUTLOOK COMMENTARY

U.S. COAL 
SUPPLY/

DEMAND 
BALANCE

 Competition from abundant and cheap 
natural gas and environmental 
regulation-driven plant retirements will 
continue to pressure thermal coal 
demand 

 Ongoing supply curtailments eliminate 
production that is uneconomical 

 Mild weather and rail congestion 
limiting near-term volume and pricing 
upside resulting from tighter utility 
inventories

 Domestic competition from natural gas 
may stimulate U.S. thermal exports
 Export potential to Pacific Basin 

constrained by port infrastructure

U.S. COAL
PRODUCTION 

BY REGION

 U.S. coal production is expected to 
remain largely flat from 2013A – 2020E, 
but decline in the near term

 Central (ILB) basin expected to continue 
taking market share at the expense of 
higher cost Appalachian producers, 
especially CAPP

 PRB and ILB less sensitive to natural gas 
prices due to lower cost position

14 25 

(37)

7 

53 
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(16)

0 
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0
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2011A 2012A 2013A 2014A 2015E 2016E 2017E 2018E 2019E 2020E

Net Surplus (Deficit) Supply Demand
Mst Mst

Exports 107 126 118 97 91 89 85 82 82 81

Imports 13 9 9 11 11 11 11 11 11 11

Net 94 117 109 86 80 78 74 71 71 70

1,095 1,018 985 997 965 935 938 937 953 960 

0

400

800

1,200

2011A 2012A 2013A 2014A 2015E 2016E 2017E 2018E 2019E 2020E

Appalachian Western Central Lignite

Mst CAGR
‘14 – ‘20

(3.6%)

(0.6)%

4.0%

(0.4)%

(a) (b)

CAGR = (0.4)%

Source:  EIA and Wall Street research.
(a) Western includes western bituminous, Powder River Basin and other.
(b) Central includes Illinois Basin.
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What are the key drivers behind the decline in 
thermal coal demand in the U.S.?

 



0

1,500

3,000

4,500

6,000

2012A 2016E 2020E 2024E 2028E 2032E 2036E 2040E

Coal Natural Gas Nuclear Renewable/Other

0%

25%

50%

75%

100%

2012A 2016E 2020E 2024E 2028E 2032E 2036E 2040E

Coal Natural Gas Nuclear Renewable/OtherSource:  EIA, SNL Energy and IHS CERA.

   

TWh

   

CAGR
’13A – ’40E

1.9%

0.3%

1.7%

0.1%

% of Total CHANGE
’13A – ’40E

779 bps

(309 bps)

328 bps

(798 bps)



    

 In the U.S., total and coal-fired electricity generation are expected to remain 
relatively flat from 2013 – 2040, increasing at CAGRs of 0.9% and 0.1%, respectively
 Though coal is expected to remain a primary source of electricity generation 

for the foreseeable future, it is forecasted to lose share (~800 bps) to natural 
gas through 2040

 U.S. power producers plan to retire ~41 GW of coal capacity to natural gas between 
2015 and 2020
 Significant incremental retirements beyond the announced closures are 

expected

 Most U.S. coal retirements are expected to be concentrated in the PJM, Mid-
Continent and Southeast regions
 ERCOT is not predicted to experience coal plant retirements in the near term, 

as local coal types (lignite), as well as PRB, remain economical and gas 
conversions can’t be justified from a cost standpoint

40%
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What are the pricing trends for U.S. thermal coal?
 

 

HISTORICAL & PROJECTED U.S. THERMAL COAL PRICES COMMENTARY

 U.S. thermal coal prices are expected to remain 
depressed in the near term, but rising natural 
gas prices could bolster relative economics (e.g., 
more muted coal-to-gas switching)

 Near-term price recovery hampered by rail 
network congestion and mild weather 
outlook

 CAPP coal cannot competitively dispatch in a 
sub $5.00/mmBtu natural gas price 
environment, accelerating declines in 
production

 NAPP and ILB coal can compete with natural 
gas at $3.00 – $4.00/mmBtu, and could gain 
ground as scrubber upgrades allow more plants 
to burn these higher sulfur types of coal

 PRB coal is cost-competitive even at natural gas 
prices of $2.75 – $3.00/mmBtu



































    

Thermal Coal ($/short ton) Natural Gas ($/mmBtu)

2007A 2008A 2009A 2010A 2011A 2012A 2013A 2014A 2015E 2016E
(a) (b) (c) (d) (e)

$52

$56

$37

$2.79

$52

$52

$31

$2.79

$11 $11

Source: Bloomberg.
(a) Big Sandy Barge Low Sulfur ($/ short ton).
(b) Pennsylvania Railcar Seam Coal ($/short ton).
(c) Illinois Basin Mid Sulfur ($/short ton).
(d) Powder River Basin 8,800 Btu Coal ($/short ton).
(e) Henry Hub natural gas spot price and forward curve ($/mmBtu).
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What is the seaborne thermal coal market?

103 

59 
46 42 40 35 27 23 

0

40
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120

Glencore
Xstrata

PT Bumi
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PT Adaro
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Siberian
Coal

Anglo
American

KZRU Tata Power
Company

Source:  Wall Street research, EIA and AME.
Note: Import, export and production values represent 2015E estimates.

     

      
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135 Mt Japan, Korea, 

Taiwan
294 Mt

Europe
173 Mt

Major Exporter

Major Importer

 The seaborne market accounts for ~30% of 
global thermal coal production

 Exports are dominated by Indonesian and 
Australian producers due to:
 Proximity to high-demand regions 

(e.g., China, Japan, India)
 Quality of coal

 U.S. producers are typically marginal/ 
swing suppliers in the seaborne thermal 
market due to high transportation costs
 Freight disadvantaged to the Pacific 

Basin
 Limited infrastructure capacity 

restricts exports from the western 
U.S.

 Recently, Colombia has gained limited 
traction with coastal power generators 
due to its freight advantage

 China recently enacted import restrictions 
on lower quality thermal coal, which 
could impact certain seaborne producers 
as well as import tariffs on thermal coal

Mt 10% 6% 5% 4% 4% 3% 3% 2% Market 
Share (%)

Seaborne 
Production 

(Mt)

2015E Market
Size: ~980 Mt
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What is the seaborne met coal market?

Source:  Wall Street research, EIA and AME.
Note: Import, export and production values represent 2015E estimates.

    

     
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 Pacific Basin dynamics ultimately drive 
the seaborne met coal market

 China, which consumes and 
produces more than half of the 
world’s met coal, became a net 
importer of met coal in 2009

 Australian producers dominate the 
export market due to advantageous 
cost position, high quality met coal 
and proximity to Asian steel mills

 With a smaller footprint, and generally 
higher cost structure, U.S. producers are 
price takers in the seaborne market

 Most of the largest export met coal 
producers are large diversified miners 
(e.g., BHP Billiton, Teck Resources, 
Anglo American, Glencore Xstrata)

 Coal-focused U.S. companies (e.g., 
Peabody Energy, Alpha Natural 
Resources) are also among the top 
seaborne met coal producers 
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What are the pricing trends for seaborne 
thermal and met coal?

 


HISTORICAL & PROJECTED SEABORNE COAL PRICES COMMENTARY

 Seaborne met coal is in a prolonged pricing trough, 
with expectations for a drawn-out recovery
 Prices have steadily fallen since 2011 due to a 

slowdown in Chinese demand and a ramp-up 
in Australian production

 Q4’15 benchmark price for high quality met 
coal settled at $89 per tonne, a six year low; 
spot prices currently as low as ~$82 per tonne

 Producer discipline is expected to drive 
modest recovery beginning in 2016

 Weakening Australian dollar is further putting 
pressure on seaborne prices as the price of met 
coal on an Australian dollar basis has 
increased over the last three quarters

 Seaborne thermal coal is also in a prolonged 
pricing trough, with no expectations for a near-
term rebound given substantial excess capacity in 
the industry
 Participation by U.S. coal producers in the 

seaborne market, however, is limited

Source: Wall Street research.
(a) Quarterly Australia-Japan met coal benchmark contract prices.
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   
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Who are the major U.S. coal producers?
 


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             

             

             
             

             

             
             

             


             
             
             
             
             
             


             
             


 
 
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What is the financial condition of the major 
U.S. coal producers?

 



$12,283, 8.1x

$9,627, 5.0x

$9,609, 6.1x

$6,037, 6.5x

$4,949, 6.6x

$3,712, 8.2x

$1,859, 12.6x

$1,539, 4.7x

$524, 5.8x

$438, 3.5x

$134, NA

PRIVATE

PRIVATE

$9,869, 5.5x

$7,886, 5.9x

$7,758, 7.1x

$3,700, 7.6x

$3,351, 4.8x

$2,273, 6.0x

$2,216, 4.5x

$972, 3.8x

$580, 5.9x

$184, 7.0x

$176, 5.5x

$156, NA

PRIVATE

$2,391, 7.2x

$1,759, 3.0x

$470, 10.0x

$417, 5.3x

$339, 13.9x

$248, 4.8x

$159, 4.7x

$64, 15.9x

CH. 11

CH. 11

ACQUIRED

CH. 11

CH. 11

 63%
Market Cap Peers Wtd. Index (56%)
 (29%)
 (62%)

 95%
  (22%)
 10%
 (7%)

5 YEARS AGO 3 YEARS AGO TODAY

Source: Company listings, S&P, FactSet, Bloomberg.
(a) Big Sandy Barge Low Sulfur ($/short ton), 

Bloomberg.
(b) Seaborne Hard Coking Coal Contract Price –

Monthly ($/tonne), Bloomberg.

3 Year Benchmarks (% change)5 Year Benchmarks (% change)

MARKET CAPITALIZATION ($  IN MILLIONS) & EV/EBITDA 

Thermal

Thermal & Met
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What is the financial condition of the major 
U.S. coal producers? (cont’d)

 



16.5x, CC

13.3x, B

8.1x, B

4.5x, BB 

4.2x, B+

3.9x, B 

3.3x, BB-

1.1x, NA

CH. 11

CH. 11

CH. 11

CH. 11

ACQ.

2.6x, BB

1.3x, BB

1.1x, NA

1.0x, NA

0.9x, BB

0.8x, B-

0.2x, BB

0.1x, BBB-

(0.1x), BB-

(0.5x), BB+

NA

NA

NA 

4.9x, B

3.8x, BB-

2.9x, BB-

2.6x, NA

2.5x, BB+

2.1x, B+

2.0x, BB

1.9x, BB

1.4x, BBB-

0.9x, BB-

0.8x, NA

NA, CCC+

NA, B-

Source: Company listings, S&P, FactSet.

NET LEVERAGE & CREDIT RATING

Thermal

Thermal & Met

5 YEARS AGO 3 YEARS AGO TODAY



AMERICAN BANKRUPTCY INSTITUTE

75

How does the current environment impact DIP 
and exit financing for coal companies?

Source: Court Filings.
(a) Includes $100 million Bonding Accommodation.
(b) Represents aggregate fees paid in connection with DIP financing.

 

 
 


 



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What are the major labor 
issues facing coal producers?
 

 
 


 

 
  


 
 




  
 

 


 
  

 




AMERICAN BANKRUPTCY INSTITUTE

77

What are the major labor issues 
facing coal producers? (cont.)
 

 


 
 






 

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Addressing Labor Costs 
in Chapter 11

 

 
 


 


 


 


 


 
 
  



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Addressing Labor Costs 
in Chapter 11 (cont.)

 
 

   
 




 
  


 
 
   

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Addressing Labor Costs 
in Chapter 11 (cont.)

 
 


 
 
 


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What are the major environmental 
issues facing coal producers?

 


 
 
 
 


 
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What are the major environmental 
issues facing coal producers?

 

 





 



 

 
 




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Reclamation Obligations
 


 


 





 




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Reclamation Bonds
 

 



 




 


  


 
 

 
 
 





AMERICAN BANKRUPTCY INSTITUTE

85

Environmental Challenges 
to Asset Sales

 




 




  


   
  
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Environmental Regulatory Trends
 

 




 



 
 




 





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Environmental Regulatory Trends
 

 
 





 



 



 
 




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Environmental Regulatory Trends
 

 


 




 
 



 
 





 
 




