
May 22, 2008 Presentation titlePage 1

Coal – the bull case

Coal Trading Conference

8 December 2009

► Ernst & Young refers to the global organization of member firms of Ernst 
& Young Global Limited, each of which is a separate legal entity. Ernst & 
Young LLP is a client-serving member firm of Ernst & Young Global 
Limited located in the U.S.
Thi t ti i © 2009 E t & Y LLP All i ht d N

Disclaimer

► This presentation is © 2009 Ernst & Young LLP.  All rights reserved.  No 
part of this document may be reproduced, transmitted or otherwise 
distributed in any form or by any means, electronic or mechanical, 
including by photocopying, facsimile transmission, recording, rekeying, or 
using any information storage and retrieval system, without written 
permission from Ernst & Young LLP.  Any reproduction, transmission or 
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disclaims any liability in connection with use of this presentation or its 
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contents by any third party.
► Views expressed in this presentation are not necessarily those of Ernst & 

Young LLP.
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Any U.S. tax advice contained herein was not intended or written to be used, 
and cannot be used, for the purpose of avoiding penalties that may be 

imposed under the Internal Revenue Code or applicable state or local tax 
law provisionslaw provisions.

These slides are for educational purposes only and are not intended and 
should not be relied upon as accounting advice. A detailed analysis of the 

company's specific facts and circumstances is generally required to 
conclude on the appropriateness of the application of U.S. Generally 

Accepted Accounting Principles.
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Overview

1. Strong fundamental demand 

2. Strong growth forecasts 

3. Plentiful and geographically distributed reserves

4. Low cost source of energy

5. Industry operators proactively addressing regulatory and 
environmental issues

6. Significant investments in clean coal initiatives – corporate and 
government
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government

7. Let history be our guide

Demand
strong fundamentals and 
growth prospectsgrowth prospects
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Global energy consumption
Strong fundamental demand for coal

► Last year, for the first time 
non-OECD primary 
consumption exceeded

Primary energy consumption

+ 7.2%
China

+1.4%
World

consumption exceeded 
OECD consumption

► Strong growth in China 
continues to be the key 
driver

► The fastest growing 
economies are more 
h il li t l

Coal consumption
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Source: BP Statistical Review of World Energy, June 2009

heavily reliant on coal 
than any other source of 
energy

+ 6.8%
China

+3.1%
World

Asia Pacific leads production and consumption
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Strong growth forecasts for coal

1998

2008

Future
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Coal
Hydroelectricity
Nuclear Energy
Natural Gas
Oil

Some statistics to consider

India
► The Indian Planning Commission is calling for 52 gigawatts of new 

coal-fueled generation capacity in 2007 – 2012
► Indian coking coal demand is set to increase by two thirds to 45 

million tonnes by 2013 and further to 110 million tonnes in 2020 
► Indian steel production is expected to reach 125 million tonnes by 

April 2013 and 261 million tonnes by 2020

China
► China's coal use is expected to grow by 2 billion tons over the next 
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► C a s coa use s e pected to g o by b o to s o e t e e t
two decades

► China is building 70 billion watts of new power supply, the size of 
Britain's power system, every year, and 70% of that is coal-fired

► China is building one supercritical generation station per month
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Emerging players 
securing significant coal operations and off-take agreements

Acquirer Target Value (US$m)
Yanzhou Coal Felix Resources 2,500

Big China coal plays - 2009

CIC (Chinese Investment Corp) PT Bumi Resources 1,900
CIC Teck Resources 1,400
CIC Noble Group 850
Noble Group Gloucester Coal 284
CMGC  (China Metallurgical Group Corp) Waratah Coal (Mineralogy) 515
Baosteel Aquila Resources 240

I di
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India 
Acquirer Target Value (US$m)
Tata Steel Benga Coal Project 270

International Coal Ventures Coal resources 2,000*

Supply 
plentiful and low cost
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Plentiful reserves
Fossil fuel reserves to production ratios at end 2008
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Source: BP Statistical Review of World Energy, June 2009
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Source: Claverton Energy
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Energy security - US

► Coal comprises 85% of US energy sources

► Coal fuels 49% of US electricity supply

► 36 states obtain at least 30% of electricity of coal
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The compelling case for coal
Resources needed to replace US electricity from coal

Solar 4,000 times more solar generation than currently in use

Wind 75 times more wind power which is intermittent andWind 75 times more wind power, which is intermittent and 
requires natural gas backup

Nuclear 250 new nuclear reactors requiring $2+ trillion investment

Natural gas 17 more trillion cubic feet…nearly double US production 
with supply from Russia and Iran

Hydro 500 facilities the size of Hoover Dam
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Hydro 500 facilities the size of Hoover Dam

Efficiency US would need to reduce electricity consumption by 50%

Source: Peabody Energy
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Issues 
environmental and regulatory

Climate change and the environment
Perhaps the biggest issue currently facing the coal industry

► Greenhouse gas (GHG) considerations
► Mandatory reporting
► Cap and trade legislation

P ti f Si ifi t D t i ti (PSD)► Prevention of Significant Deterioration (PSD)

► Direct challenges 
► Stream buffer zones
► Permit reviews
► Special interest group lawsuits

► Indirect challenges 
► Hazardous air pollution challenges
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► Hazardous air pollution challenges
► Wastewater discharge reviews
► Coal combustion waste disposal
► State and local renewable energy requirements
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Current sustainability trends
Pressure on coal companies

► Increased public awareness of climate change issues 
► Increased consideration in political arena
► Range of regulatory and policy instruments applied across provinces,► Range of regulatory and policy instruments applied across provinces, 

countries and continents
► Impacts on mining companies:

► Collation and disclose carbon emissions 
► Disclosure of management approach/ strategy
► Verification and assurance carbon emissions
► Reduction or offset of carbon emissions (when liable)
► Taxation penalties on carbon emissions 
► Potential financial benefits from reducing carbon emissions

Page 19

g
► Opportunities to apply for funding/ tax credits for carbon reduction 

innovations
► Addressing climate change implications in advance of regulatory 

requirements to  protect against exposure to unexpected risks

Market and Regulatory Drivers

Political Economic/Market Social Technology

►Private and public 
funds on green 
technologies

►Market growth in 
carbon trading

►Market for ‘green’ 
products expanding

►Supply chain and 
t h f

►Increased awareness 
of sustainability issues 
e.g. climate change 
and global warming

►Shareholder activism 
►High media coverage
►Public expectations of 

t bilit

► Clean energy 
technology 

► Further 
development in 
clean coal: CCS, 

►Pressure from 
international NGO and 
mining organisations 

►Political power of 
green debate

►Government 
regulation and 
i ti
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customer push for 
‘green’ credentials

accountability

Strategic and Operational Risks and Market Opportunities

incentives
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Response to the challenge 
Companies, industry bodies and governments across the globe

United States Vision 21 and FutureGen clean coal projects have 
been reinvigorated

Signature clean coal projects:

been reinvigorated

China Greengen – China’s centrepiece commercial climate 
change initiative

A t li C l 21 d i i th h
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Australia Coal 21 – advances near-zero emissions through 
technologies such as oxyfuel

Global status of CCS projects
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Response to the challenge 
A dramatic success of clean coal technology
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-84%-100%

-50%

1970 - 2007 Source: American Coal Council

Let history be our guide
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Clean Air Act Amendments

► Clean Air Act Amendments sounded the death toll for the coal 
industry in 1991 – a  “cap & trade”  system for SO2

1 P i h i t d i SO2 bbi t h l i1. Power companies have invested in SO2 scrubbing technologies

2. Reduced SO2 emissions

3. No more acid rain
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► Coal industry triumphs in the face of adversity


