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S‘.uck in cement: Some important cus-
tomers of domestic steam coal producers are
still struggling due to the sluggish economy,

and that side of the business might be in the

recovery process for quite a while longer.

mlt’s about windows opening, even if for
brief periods of time. While the global win-
dow for Central Appalachian coal wasn’t
cracked long or very wide earlier this month,
it created enough space for some coal to slip
through.

The number of people who are buying
coal and the amount of coal being bought and

sold hasn’t changed that much in the past few

weeks. The number of people making inquiries
about coal has taken a big jump.

2eBMNN Ji m Thompson rages impotently
about state of energy, pulls back muscle.

Jim Lennon of Macquarie Commodi -
ties Research dropped a bit of a bombshell in
his most recent research report. Lennon and
histeam reported “ |atest deals for Australian
hard coking coal into China have completed
at levels above $200/metric tonne FOB.”

One extremely well placed Colombian
coal industry source said he thinks recent re-
ports of thermal coal exportsto China might
be overblown.

It appears delay is at least in the off-
ing for White Oak Mining’s Illinois longwall
plans, which were to mine 14 million
tons/year of coal.

[H*BEIS] 11linois Basin sales into non-tradi-
tional domestic markets are “ coming faster
than what the market had anticipated.”

Mo MEWa KenAmerican's idled Paradise opera-
tion is about to come back online as a new
mine.

Pressure is mounting on the Japanese
and others, it would seem, to accept BHP Bil-
liton’s push for quarterly coking coal price
change mechanisms.

Cold stretch no panacea, only
beginning of what’s needed for
domestic steam coal market revival

A number of sources are quick to
emphasize that the early January cold
shap that brought record power gen-
eration in some regions, while cer-
tainly a boost for Eastern coal pro-
ducers, is not a panacea or sprinkling
of magic dust that will signal arever-
sal of fortune in the domestic steam
coal market.

The bitter cold turned up the heat
in American homes and office build-
ings, and it also stoked the flamesin
the utility coal market, if only slight-
ly. A few spot deals were done — or at
|east discussed —in Central and
Northern Appalachia, and inquiries
were much more numerous than in
many months previous.

Still, as the reality of warmer
weather takes hold in parts of the
country, the producers’ euphoria
brought about by frigid conditions
has been replaced by areturn to the
woe-is-me mentality that has pre-
vailed in the recession-altered ther-
mal coal market.

It wasn't a complete waste of cold
weather for producers. Coal stock-
piles definitely took a fairly sizeable
hit, as several U.S. Coal Review util-
ity sources have verified, and
NYMEX pricing rose somewhat. A
source added that FirstEnergy has re-
turned some coal-fired units back to
service, a move that hasto bring a
smile to the faces of certain produc-
ers.

Still, it seems activity among the
big playersin the market was limit-
ed, as inventories remain high at
many power plants.

“It got cold, and people used more
coal. It's basic Coal 101 class,” a
source said. “1 know thisis helpful,
but on the other hand, | don’t know if
it is affecting prices much. | think
thereisstill amalaise. It’stoo early
to tell what this will do.

“In Pennsylvania, they are talking
about a warm trend, and for the rest
of the month they expect it to be
above freezing. Y ou wonder whatev-
er slight gain there might have been
if now the pressure might be off for
the second half of the month of Janu-
ary. That’s a good ways through the
winter.

“Things are still fairly depressed. |
am not seeing a lot of excitement.
Coals really aren’t moving. That’'s
my barometer.”

While acknowledging the role
played by cold weather where stock-
pile levels are concerned, a source
said an improved economy is the key
to areturn to normalcy.

“The U.S. unemployment (rate) is
at 10 percent, and the manufacturing
sector has not really picked up to the
extent that you see much increase in
electricity usage,” he said. “Aslong
as it stays there, | think we will bein
the same doldrums.

“Even if it stays fairly cold, that’s
probably not enough to drop the
stockpiles as much as is needed.

“| think the big driver is the eco-
nomic situation. Y ou need to see peo-
ple going back to work and manufac-
turing opening back up. The manu-
facturing sector has to start making
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Americas Energy in Canada completes merger with
Americas Energy in U.S. to form AENY, confuse many

Americas Energy Company of Canada and Americas Ener-
gy Company based in Knoxville, TN, have completed their
merger and the company is now known as AENY .

The coal producer, which has reservesin East Kentucky
and Tennessee, expects to be producing 75,000 tons of coal
per month by the end of the year. Its current production, all
under contract according to company President and CEO
Chris Headrick, is currently coming from its East Kentucky
properties.

“1 am extremely pleased and excited for all the sharehold-
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ers,” Headrick said in areleased statement. “ The completion
of the merger allows us to move forward with our business
plan and to exploit all our assets to their maximum poten-
tial.”

Headrick said that in the near future the company plans to
begin mining at its Artemus operations, which include sur-
face and deep minesin Knox County, KY. That includes coal
from the Blue Gem seam. The company also plans on open-
ing two deep mines that will produce mid- to high-vol met
coal.a

White Oak branches look unlikely to extend to lllinois
Basin sky nearly as quickly as once anticipated

It appears delay is at least in the offing for White Oak
Mining's Illinois longwall plans, which were to mine 14
million tons/year of coal.

Mike Tracy, who served as White Oak’s chief executive,
has returned to Drummond Coal, from which he joined the
Illinois venture. Drummond has not yet made any an-
nouncements regarding the move, but one is anticipated.

Reportedly, White Oak has retained its property folks and
accounting department, but it’s not clear the company is
continuing to aggressively pursue permitting for a develop-
ment that originally was set to go on line during 2010. One
Illinois Basin source said he expects a delay of “five years,
at least.”

Questions about financing the project might play arolein
any delay.

White Oak hasn’t benefited from being a couple of years
behind Chris Cline in getting to work on its mining ven-
ture.

“They were having trouble getting their permit” ina
timely fashion, a source said, citing along queue to get
necessary approvalsin lllinois. “1 think the state just could-
n't handle all the activity, so alot of things got pushed
back,” a source said. The permit process was probably at
least a year behind White Oak’ s expectations, a source said,
“maybe two years.”

Perhaps more information will emerge in the coming
days, but for now, we will have to watch for White Oak’s
next move. Regardless of its plans, Southern Illinois will
produce substantially more coal during the next few years,
undoubtedly led by Cline.

“Chris Cline was three to five years ahead of everybody,
and he's able to get his mines going,” a source said. Cline
could have 22-25 million tons of production on line within
the next couple of years, assuming he judges the market to
be prepared.

White Oak has some potential, though one source said its
coal is“thinner, in general (than what Cline will minein
abundance) and also deeper — and probably higher in chlo-
rine content.”

As for the outlook for the Illinois Basin, its anticipated
staggering growth path has changed “not at all,” a source
said. But White Oak might have been “two years too late
getting started.”

The company’ s plans include two longwall mines, each
capable of producing for some 40 years 7 million tons of
coal annually. The potential reserve baseis 1 billion tons.
While the seam might not be quite as favorable as what
Clineis mining, it's six to eight feet, which is nothing to
easily dismiss.a
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