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Dear Ms Katz

This is in regard to your letter dated February 12010 concerning the shareholder

proposal submitted by the Unitarian Universalist Association of Congregations for

inclusion in Alphas proxymaterials for its upcoming annual meeting of security holders

Your letter indicates that the proponent has withdrawn the proposal and that Alpha

therefore withdraws its January 122010 request for no-action letter from the Division

Because the matter is now moot we will have no further comment

cc Timothy Brennan

Treasurer Chief Financial Officer

Unitarian Universalist Association of Congregations

25 Beacon Street

Boston MA 02108

Sincerely

Michael Reedich

Special Counsel

Re Alpha Natural Resources Inc



From Katz Edythe CO 7604 Iekatz@aiphanr.com

Sent Monday February 01 2010242 PM

To shareholderpi-oposals

Cc Groves Vaughn

Subject Withdrawal of No-Action Request

Attachments Alpha wdrawal -29-10_O01 2.pdf

Ladies and Gentlemen

Reference is made to our No Action request the Request dated and submitted to the Commission on January 12 2010
Please be advised that Alpha Natural Resources Inc ANR received from the Unitarian Universalist Association of

Congregations the proposal proponent the attached letter dated January 29 2010 withdrawing its proposal regarding climate

change Therefore ANR is withdrawing its Request

Sincerely

Edythe Katz

Alpha Natural Resources inc

Vice President and Assistant General Counsel

999 Corporate Boulevard Suite 300
Linthicum Heights MD 21090
Phone 4106897604
Fax 410-689-76O1
ekatz@alphanr.com

2/1/2010



UNITARIAN UNIVERSALIST
ASSOCIATION OF CONGREGATIONS

January29 2010

Mr Vaughn Groves

BVP General Counsel

Alpha Natural Resources

One Alpha Place

P.O Box 2345

Timothy Brennan Abingdon VA 24212

Treasurer and

CbWFinancial Dear Vaughn

25 Beacon Street
Thank you for your letter of January.22 on the assur es contained in that

letter the Unitarian Universalist Associati will withdraw shareholder proposal
Massachusetts 02108 addressing the risks of climate change on
USA

617 948 4305 We look forward to continuing our dialogue with you and others at Alpha as you
617 367.3237 IX

conduct your analysis of climate risks to the company and develop strategy to

address them At convenient time in the fall of 2010 we would like to have
www.uua.org

discussion with you and your key staff to review the Companys stance on the requests

contained in our proposal and in particular the need for
report reviewed by board

committee of independent directors on how the company is responding to rising

regulatory and public pressure to significantly reduce greenhouse gas emissions from

the companys operations and from the use of its primary products

At that time should we find the Companys response inadequate we intend to file

similar resolution for consideration at the 2011 annual shareholder meeting We
would hope that should we do so the Company would not attempt to omit the
resolution but would allow the shareholders to express their views through vote at

the annual meeting

We appreciate the spirit of our discussions to date and we commend the Company for

its proactive efforts to address the challenges of decarbonizing world

Yours truly

c7\7
Timothy Brennan

Treasurer Chief Financial Officer

Affirming the Worth and Dignity of All People



Alpha Natural Resources

Januaty 122010

Office of Chief Counsel

Division of Corporation Finance

Securities and Exchange Commission

100 Street N.E

Washington DC 20549-2000

Re Securities Exchange Act of 1934 Section 14a Rule 14a-8 Omission of Shareholder

Proposal

Ladies and Gentlemen

am writing on behalf of Alpha Natural Resources Inc 17k/a Foundation Coal Holdings

Inc Alpha and sometimes referred to hereinafter as the Company to inform you pursuant

to Rule 14a-8j under the Securities Exchange Act of 1934 as amended the Exchange Act
that Alpha intends to omit from its proxy solicitation materials for its 2010 annual meeting of

shareholders shareholder proposal the Proposal submitted by the Unitarian Universalist

Association of Congregations the Proponent Copies of the Proposal and accompanying

materials are attached as Exhibit

Alpha expects to file its definitive proxy statement for the 2010 annual meeting of

shareholders in April 2010 Accordingly as contemplated by Rule 14a-8j this letter is being

filed with the Commission more than 80 calendar days before the date upon which Alpha expects

to file the definitive proxy solicitation materials for the 2010 annual meeting of shareholders

Pursuant to Staff Legal Bulletin No 14D SLB 14D am submitting this request for

no-action relief to the Commission under Rule 4a-8 by use of the Commission email address

shareholderproposa1ssec.gov and have included my name and telephone number both in this

letter and the cover email accompanying this letter In accordance with the Staffs instruction in

Section of SLB 14D and Rule 14a-8j under the Exchange Act am simultaneously

forwarding by email copy of this letter to the Proponent

THE PROPOSAL

The Proposal requests report reviewed by board committee of independent directors

on how Alpha is responding to rising regulatory and public pressure to significantly reduce

greenhouse gas emissions from the companys operations and from the use of its primary

products The requested report would omit proprietary information be prepared at reasonable

cost and be available to shareholders by September 2010 The Proposal includes supporting

statements suggesting that efforts to reduce climate change can profoundly affect the valuation

of many companies such as Alpha and that company productivity/margins are likely to be

structurally impaired by new regulatory mandates

One Alpha Place P.O Box 2345 Abingdon Virginia 24212 866-322-5742 276-619-4410 www.alphanr.com
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DISCUSSION

The Proposal May Be Omitted Pursuant to Rule 14a-8i7 as Dealing With

Ordinary Business Operations

Rule 4a-8i7 of the Exchange Act provides that company may exclude shareholder

proposal from its proxy statement if the proposal deals with matter relating to the companys

ordinary business operations

In Staff Legal Bulletin No 14C SLB 14C the Staff provided additional guidance

with respect to Rule 4a-8i7 Specifically the Staff distinguished between shareholder

proposals requesting an internal assessment of the risks or liabilities that company faces as

result of its operations that may adversely affect the environment or the publics health and

shareholder proposals which instead focus on the company minimizing or eliminating operations

that may adversely affect the environment or the publics health The Staff took the position in

SLB 14C that the first type of proposal would be excludable as relating to an evaluation of the

risk while the second type of proposal would not be excludable

The Staff recently issued Staff Legal Bulletin No 14E SLB 14E which appears to

reverse the historical approach taken by the Staff with respect to shareholder proposals involving

the evaluation of risk SLB 14E clarifies that fact that shareholder proposal would

require an evaluation of risk will no longer be dispositive of whether the proposal may be

excluded under Rule 4a-8i7 Instead the Staff now intends to evaluate the merits of

shareholder proposal by focusing on the subject matter to which the risk pertains or that gives

rise to the risk and where proposals underlying subject matter transcends the day-to-day

business matters of the company and raises policy issues so significant that it would be

appropriate for shareholder vote the proposal generally will not be excludable under Rule 4a-

8i7 as long sufficient nexus exists between the nature of the proposal and the company On

the other hand in those cases in which proposals underlying subject matter involves an

ordinary business matter to the company the proposal generally will be excludable under Rule

4a8i7

The Nature of the Proposal Lacks Sufficient Nexus to the Company

The Proposal requests Alpha to report on how it is responding to rising regulatory and

public pressure to significantly reduce greenhouse gas emissions from its operations and from

the use of its primary products Alphas primary business however is to produce process and

sell coal not to burn it Alpha does not engage in any operations in which the burning of coal

which produces GHG emissions accounts for significant portion of its total assets net

earnings and/or gross sales nor does it own or operate any power plants or have any plans to

operate power plants or to enter into business that burns coal

The supporting statements themselves state that it is the combustion of coal not coal

itself that was responsible for approximately 35% of all GHG emissions generated by fossil
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fuels in the United States in 2004 The Proposal also quotes May 2007 Standard and Poors

statement which identifies the burning of coal and not coal itself as being the issue with

respect to climate change Based on these statements and the fact that Alphas business is the

production processing and selling of coal not the burning of it the Company believes that the

subject matter of the proposal lacks sufficient nexus to the Company and its operations

The Focus of the Proposal is on Ordinary Business Operations Not

Significant Policy Issues

The Staff has historically taken the position that proposals related to day-to-day company

activities shall be excludable regardless of the fact that such day-to-day activities could be tied

to larger social issues See e.g Family Dollar Stores Inc November 2007 allowing

exclusion of proposal requesting report evaluating the companys policies and procedures for

systematically minimizing customers exposure to toxic substances and hazardous components in

its marketed products as relating to ordinary business operations Waigreen Co October 13

2006 allowing exclusion of proposal requesting report characterizing the extent to which the

companys private label cosmetics and personal care products lines contain carcinogens

mutagens reproductive toxicants and chemicals that affect the endocrine system and describing

options for using safer alternatives as relating to ordinary business operations Ford Motor

Company March 2004 allowing exclusion of proposal recommending that the board

publish annually report regarding global warming which would included detailed information

on temperatures atmospheric gases sun effect carbon dioxide production carbon dioxide

absorption and costs and benefits at various degrees of heating or cooling as relating to ordinary

business operations and Wal-Mart Stores March 15 1999 proposal requesting report to

ensure that company did not purchase goods from suppliers who manufacture items using forced

labor convict labor and child labor or who fail to comply with laws protecting employees rights

was excludable since it requested that the report
also address ordinary business matters In each

of the foregoing matters the Staff did not object to excluding the proposals each of which

involved significant social issues because the proposal also related primarily to day-to-day

company activities

The Company received similar proposal last year which requested that it issue report

on how it was responding to rising regulatory and public pressure to significantly reduce the

social and environmental harm associated with carbon dioxide emissions from its operations

and from the use of its primary products and was successful in its arguments to exclude the

proposal Similarly Alpha Natural Resources Inc with whom the Company merged on July

31 2009 was also successful in convincing the Staff that shareholder proposal it received last

year which requested the same information as the proposal delivered to the Company could be

excluded Ultimately the Staff agreed that in both cases the proposals were excludable under

Rule 4a-8i7 as relating to the companies respective ordinary business operations

The Proposal does not request that Alpha change its policies or minimize or eliminate

operations that may adversely affect the environment or public health but instead focuses on the

impact of regulatory and public pressures on the Company Thus Alpha believes that the
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Proposal requests precisely the type of report involving ordinary business activities noted by the

Commission in SEC Release No 34-40018 May 21 1998 the 1998 Release as falling

within the ordinary business exclusion This is evidenced not only by the terms of the Proposal

itself but by the references to the likely economic implications of climate change on companies

including the statement that to reduce climate change can profoundly affect the

valuation of many companies and that company productivity/margins are likely to be

structurally impaired by new regulatory mandates to reduce greenhouse gas emissions These

statements clearly indicate that the Proposal is focused on the economic implications on and

liability of the Company rather than social policy These are matters for the business judgment

of management and are not appropriate for oversight by shareholders

The Proposal Seeks to Micromanage the Company

As set forth more fully below Alpha believes that it may properly omit the Proposal from

its proxy solicitation materials pursuant to Rule 14a-8iX7 because the Proposal deals with

matters relating to the conduct of Alphas ordinary business operations The Commission has

stated that the policy underlying this exclusion is to confine the solution of ordinary business

problems to the board of directors and place such problems beyond the competence and direction

of the stockholders The basic reason for this policy is that it is manifestly impracticable in most

cases for stockholders to decide management problems at corporate meetings Hearing on SEC

Enforcement Problems before the Subcommittee of the Senate Committee on Banking and

Currency 85th Congress 1st Session part at 119 1957 reprinted in part in Release 34-

19135 47 October 14 1982 In its release adopting revisions to Rule 4a-8 in 1998 the

Commission described the two central considerations underpinning the exclusion The first

which relates to the subject matter of the proposal is that certain tasks are so fundamental to

managements ability to run company on day-to-day basis that they could not as practical

matter be subject to direct shareholder oversight SEC Release No 34-40018 May 21 1998

the 1998 Release The second consideration relates to the degree to which the proposal

seeks to micro-manage the company by probing too deeply into matters of complex nature

upon which shareholders as group would not be in position to make an informed judgment

Id In addition the Staff has indicated that where proposal requests report on specific

aspect of the registrants business the Staff will consider whether the subject matter of the

proposal relates to the conduct of the ordinary business operations Where it does such

proposal although only requiring the preparation of report will be excludable SEC Release

No 34-20091 August 16 1983

The Company believes that the Proposal is excludable because it seeks to micro-

manage the Companys business practices The safety health and environmental impacts

associated with Alphas business operations are an integral part of Alphas day-to-day business

strategy
and operations In May 2008 former Alpha Natural Resources Inc which merged with

and into Foundation Coal Holdings Inc on July 31 2009 and changed its name to Alpha

Natural Resources Inc formed the Safety Health and Environmental Committee currently

known as the Safety Health Environmental and Sustainability Committee of the Board of
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Directors with the responsibility to oversee the protection of safety health and the environment

This committee has the responsibility to monitor Alphas compliance with safety health and

environmental regulatory requirements and of plans and programs developed by the Company to

evaluate and manage safety health environmental and sustainability risks to Alphas business

See committee charter attached hereto as Exhibit In connection with the merger the

Company has also created new executive position of Chief Sustainability Officer who is

responsible for .the management development and monitoring of the financial social and

environmental performance of the Company The Company views these matters which include

regulatory and public pressure to reduce greenhouse gas emissions as fundamental to Alphas

ordinary business The committee and management also believe that they and not the

Companys shareholders are in the best position to determine how resources already committed

by the Company to matters of safety health the environment and sustainability relative to Alpha

should be deployed

This Proposal should be excluded under Rule 14a-8i7 because it seeks to micro-

manage Alpha by probing too deeply into matters of complex nature upon which shareholders

as group would not be able to make an informed judgment and which would divert resources

of the Company to the development of
report

that may not in the committees and

managements judgment be the correct use of such resources Further Alpha clearly views the

Companys consideration and response to regulatory and public pressure to reduce greenhouse

gas emissions as an important ordinary business consideration as demonstrated by the

Companys disclosure in its most recently filed Annual Report on Form 10-K for the fiscal year

ended December 31 2008 in Item Business and Item 1A Risk Factors sections of such

Form 10-K and Form 10-Q for the quarter ended September 30 2009 in Item IA Risk

Factors The relevant pages of this Form 10-K and Form 1O-Q are attached hereto as Exhibit

In these sections Alpha provides disclosure regarding the current and proposed regulations

relating to climate change and greenhouse gas emissions specifically and the potential
effects to

its business relating to these regulatory developments Alpha clearly views monitoring these

regulatory developments as part of its ordinary business operations Thus the Proposal relates

directly to the Companys policies and programs for risk management assessments of exposure

and loss prevention and other business strategies matters critical to the operation of Alphas

business and should be excluded

It is well established that shareholder proposals seeking companys assessment of the

financial implications of aspects of its business operations do not raise significant policy issues

and instead delve into the minutiae and details of the ordinary conduct of companys business

The type of report requested by the Proposal necessarily entails Alphas assessment of its

response to pressures to address greenhouse gas emission regulations and the Proposal and the

supporting statements suggest that the reason to do so is for competitive purposes For example

the supporting statement suggests that efforts to reduce climate change can profoundly affect

the valuation of many companies such as Alpha and company productivity/margins are likely

to be structurally impaired by new regulatory mandates Increasing value and improving

productivity margins are fundamental responsibilities of management and are not matters
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appropriate for shareholder oversight As such these matters are better left to the business

judgment of management The Staff has granted no-action relief to exclude proposals requesting

similar climate change/environmental reports or studies See e.g Assurant Inc March 17

2009 Foundation Coal Holdings Inc March 11 2009 CONSOL Energy Inc February 23

2009 Alpha Natural Resources Inc February 17 2009 Oneok Inc.February 2008

Coal Inc January 17 2008 TXU Corp April 2007 ACE Limited March 19 2007

Standard Pacific Corp January 29 2007 Hewlett-Packard Company December 13 2006

Wells Fargo Company February 16 2006 Ryland Group Inc February 13 2006

Wachovia Corporation February 10 2006 Newmont Mining Corp February 2005

Motor Company March 2004 American International Group Inc February 11 2004 and

Chubb Corporation January 25 2004

Furthermore due to the nature of Alphas business report on its response to the rising

regulatory and public pressures to significantly reduce greenhouse gas emissions would be

monumental task because the Proposal likely contemplates report more detailed than the

information already compiled and made publicly available by Alpha Preparing such detailed

report would be an onerous task requiring analysis of the day-to-day management decisions

strategies and plans necessary for the operation of large coal mining company Such an

undertaking would necessarily encompass Alphas financial budgets capital expenditure plans

coal pricing philosophy coal production plans and short- and long-term business strategies In

addition as the Proposal notes the law on this subject is still in flux as there are currently

numerous state and federal regulatory schemes being formulated to address greenhouse gas

emissions There are also international regulatory protocols and treaties which are currently

under consideration as noted in the Companys Annual Report on Form 10-K and Form 10-Q

To prepare the report requested by the Proposal would require Alpha to predict the future local

state federal and international regulatory frameworks If the predicted framework turned out to

be wrong the report generated would ultimately be of no benefit to management or the

shareholders and needless drain on Company resources This is the type of micro-management

by shareholders that the Commission sought to enjoin in the 1998 Release

The Proposal Relates to the Companys Compliance with Applicable Law

The Staff has concurred with the omission of shareholder proposals on the basis that they

related to the companys compliance with applicable law See e.g Humana Inc February 25

1998 proposal requesting that the board of directors appoint committee of outside directors to

oversee the companys corporate anti-fraud compliance program to investigate possible

corporate misconduct and report to shareholders the findings of its review General Electric Co

January 2005 proposal requesting report detailing the companys broadcast television

stations activities to meet public interest obligations and Allstate Corp February 16 1999

proposal requesting an independent shareholder committee to investigate issues of illegal

activity by the company In each of the foregoing matters the Staff concurred with the

omission of the proposal on the basis that it related to the companys ordinary business

operations i.e the conduct of legal compliance program The Companys operations are



Office of Chief Counsel

January 12 2010

Page

subject to extensive safety health and environmental regulations as discussed in its most recent

Form 10-K and 0-Q the pages of each which are attached hereto as Exhibit and Alpha

clearly views monitoring these regulatory developments as part of its ordinary business

operations Accordingly the Proposal deals with the day-to-day business operations of the

Company as it relates to legal and regulatory compliance

II The Proposal May Be Omitted Pursuant to Rule 14a-8i5 Because it is Not

Relevant to Alphas Operations

Rule 4a-8i5 permits the exclusion of shareholder proposal that relates to operations

which account for less than 5% of companys total assets at the end of its most recent fiscal

year ii net earnings for the most recent fiscal year and iiigross sales for the most recent fiscal

year and that is not otherwise significantly related to the companys business

The Proposal requests Alpha to report on greenhouse gas emissions from its operations

and use of its primary products Alphas primary business however is to mine process and sell

coal not to burn it Alpha does not own or operate any power plants has no current plans to do

so and does not engage in any operations in which the burning of coal which produces GHG

emissions accounts for 5% or more of its total assets or represents 5% or more of its net

earnings and gross sales Further the proposal does not otherwise significantly relate to the

Companys business As result the Proposal is not relevant to the Alphas operations and

should be excludable from the Companys proxy statement pursuant to Rule 14a-8i5

The supporting statements themselves state that it is the combustion of coal not coal

itself that was responsible for approximately 35% of all GHG emissions generated by fossil

fuels in the United States in 2004 The Proposal also quotes May 2007 Statement of Standard

and Poors which identifies the burning of coal and not coal itself as being the issue with

respect to climate change

The Staff has permitted companies to exclude shareholder proposals unrelated to their

businesses For example in Arch Coal Inc January 19 2007 group of shareholders

submitted proposal requesting that Arch Coal Inc Arch competitor of the Company

provide report on how Arch was responding to rising regulatory competitive public pressure

to significantly reduce carbon dioxide and other emissions from its current and proposed power

plant operations Arch sought to exclude the proposal pursuant to Rule 4a-8i5 Arch

indicated that it did not have any power plant operations and/or plan to have any power plant

operations Arch also explained that because its primary business was to mine process and

market low sulfur coal through its active mining operations the proposal did not relate to any of

Archs assets net earnings or gross sales and was therefore irrelevant to Archs operations under

Rule 14a-8i5 Similarly in The Proctor Gamble Company August 11 2003 two

shareholders submitted proposal requesting that The Proctor Gamble Company PG
adopt new policy forbidding human embryonic stem cell research PG sought to exclude the

proposal pursuant to Rule 14a-8i5 PG indicated that it did not conduct human embryonic

stem cell research and that it had no plans to conduct such research in the future In both
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examples the Commission indicated that it would not recommend enforcement if Arch and PG
excluded the proposals in reliance on Rule 4a-8i5

That Staff has historically adhered to the proposition that proposals that are ethically

significant in the abstract but have no meaningful relationship to the business may

be excluded See e.g Hewlett-Packard Company January 2003 Israeli operations and land

owned in Israel were not otherwise significantly related to the companys business despite

revenues related to Israeli operations accounting for nearly 3.5% of the companys total net

revenues for the previous fiscal year and Merck Co Inc January 2006 the companys

practice of obtaining and distributing gifts obtained from the Peoples Republic of China to

participants in its Partnership for Giving Campaign was not otherwise significantly related to the

companys business

Ill Conclusion

In short Alpha believes that the Proposal may be properly omitted from its proxy

solicitation materials for its 2010 annual meeting of shareholders pursuant to Rule 4a-8i7
and Rule 14a-8i5

As discussed above the Proposal should be excludable under Rule 4a-8i7 because it

focuses on the Companys fundamental day-to-day business operations and involves matter

that requires an internal assessment of the Companys response to various regulatory and public

policy initiatives proposal may be excluded in its entirety when it addresses ordinary business

matters even if it also touches upon policy matter The fact that the Proposal and supporting

statement mention greenhouse gas emissions and climate change does not remove it from the

scope of Rule 14a-8i7 because the Proposal fundamentally addresses the benefits risks and

liabilities Alpha faces as result of its response to regulatory and public pressure to address

greenhouse gas emissions

In addition the Proposal should be excludable under Rule 14a-8i5 because it is not

relevant to Alphas operations Alphas primary business is to mine process and sell coal not to

burn it Alpha does not own or operate any power plants has no current plans to do so does not

engage in any operations in which the burning of coal which produces GHG emissions

accounts for 5% or more of its total assets or represents 5% or more of its net earnings and gross

sales and the proposal does not otherwise significantly relate to Alphas business

STAFFS USE OF FACSIMILE NUMBERS FOR RESPONSE

Pursuant to SLB l4C in order to facilitate transmission of the Staffs response to my

request during the highest volume period of the shareholder proposal season my facsimile

number is 276 623-4321 and the Proponents facsimile number is 212 815-8663 New York

City Office of the Comptroller
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CONCLUSION

Based upon the foregoing analysis Alpha respectfully requests that the Staff concur that

it will take no action if Alpha omits the Proposal from its proxy solicitation materials for its 2010

annual meeting of shareholders If the Staff does not concur with the positions of Alpha

discussed above we would appreciate the opportunity to confer with the Staff concerning these

matters prior to the issuance of its Rule 4a-8 response

If you have any questions or require any additional information please do not hesitate to

contact me at 276 619-4463

ncer

Executive Vice President General Counsel and Secretary

Attachments

cc Timothy Brennan Unitarian Universalist Association of Congregations

Treasurer and Chief Financial Officer



Exhibit

UNITARIAN UNIVERSALIST
ASSOCIATION OF CONGREGATIONS

OVERNIGHT MAlL

November 20 2009

Mr Vaughn Groves

Executive Vice President General Counsel

TImothy Brennan Alpha Natural Resources Inc

Trnuverw.J One Alpha Place P.O Box 2345

C5IuIc14IQPcU Abingdon VA 24212

25 Beacon
Dear Mr Groves

Boston

Massachusetts 02U18 The Unitarian Universalist Association of Congregations UUA holder of 314

USA shares in Alpha Natural Resources Inc Company is hereby submitting The

617 948 4305 frl enclosed resolution for consideration at the upcoming annual meeting The resolution

617 367 3237
requests that the Company prepare report on how the Company is responding to

org
rising regulatory competitive and public pressure

to significantly reduce carbon

dioxide and other emissions from the companys products and operations This is

similar to the resolution we submitted in 2007 at the Foundation Coal annual meeting

where it received substantial support from the shareholders At that time we had

frank dialogue with top management at the company but wore unaNb to come to

agreement We would welcome the opportunity to discuss our proposal with the

Companys management

This resolution is proposed by the Unitarian Universalist Association of

Congregations which is faith community of more than 1000 self-governing

congregations that bring to the world vision of religious freedom tolerance and

social justice With roots in the Yewish and Christian traditions Unitarianisni and

Universalism have been force in American spirituality from the time of the first

Pilgrim and Puritan settlers The UUA is also an investor with an endowment valued

at approximately $115 million the earnings of which are an Important source of

revenue supporting our work in the world The UIJA takes its responsibility as an

investor and shareowner very seriously We view the shareholder resolution process as

an oppottunity to bear witness to our values at the same time that we enhance the

value of our investm.ents

We submit the enclosed resolution for Inclusion in the proxy statement in accordance

with Rule 14a-8 of the General Rules and Regulations of the Securities and Exchange

Act of 1934 for consideration and action by the shareowners at the upcoming annual

meeting We have held at least $2000 in market value of the Companys common

stock for more than one year as of the filing date and will continue to hold at least the

requisite number of shares for filing proxy resolutions through the stockholders

Affinning the Worth oud DignUy of All People



meeting representative of the UUA will attend the aunual meeting to move the

resolution as required

Verification that we are beaefloial owners nf Alpha Natural Resources lnc.will be

provided upon request If you have questions or wish to discuss the proposal you

may contact me directly at 617-948-4305 or by mall at tbrennaacuua.org

Yours very truly

Timothy

Treastith and iefFin.anQia1 Officer

Enclosure Shareholder resolution on greenhouse gas emissions



Report on Pressure to Reduce Emissions

Alpha Natural Resources Inc

W1IEREAS

in 2007 the Intergovernmental Panel on Climate Change found that thatwarmlng of the climate system is

unequivocal and that man-made grersthouse gas emissions OHO are now believed with greater than 90 percent

certainly to be the cause

In October 2007 group representing the worlds 150 scientifIc and engineering academics including the U.S

National A.cademy of Sciences Issued report urging governments to lower OHO emissions by establishing firm

and rising price for such emissions and by doubling energy research budgets to accelerate deployment of olcaner and

more efficient technologies

Tn October 2006 report authored by fonner chief economist of The World Bank Sir Nicolas Stern estimated that

climate change will cost between 5% and 20% of global domestic product if emissions are not reduced and that

greenhouse gases can be reduced at cost of approximately 1% of global GDP per annum The report also warned

that the investment that takes place in the next 10-20 years will have profound effect on the climate In the second

half of this century and in the next

In 2004 combustion of coal was responsible for approximately 35% of all OHO omissions generated by fossil fuels

intheU.S

In Juno 2009 the U.S House of Rapresentalives passed climate change bill to reduce GHG emissions to 17% below 2005

levels by 2020 and 83% by 2050 In September2009 similar legislative proposal was introduced to the Senate Twenty-

four states have already entered into regional initiatives to reduce emissions in advance of the federal mandate

In December2009 government and scientific leaders from around the world will gather in Copenhagen for format talks on

implementing the 1992 United Nations Fttuuework Convention on Climate Change The collective goal is the formulation of

climate treaty that sets emissions
targets

fbr industrialized and developing nations

rn October 2008 McKinscy Company reported that Efforts to reduce climate change can profoundly affect the

valuation of many companies but executives so for seem largely unaware

In May2007 Standard and Poors indicated that energy efficiency is likely to emerge as major part
of the solution

to climate change and warned that the global power system cant do without coal but it also cant continua to burn

coal in its current fOrm

Ins July2007 report Citigroup warned that Prophesies of new wave of Coal-fired generation have vaporized

while clean coal technologies such as rGCC with carbon capture and Coal-to-LiquIds remain decade away or

more and that company productivity/margins are likely to be structurally impaired by new regulatory mandates

to reduce ORG emissions

RflSOLVED Shareholders request report reviewed by board committee of independent directots on how the company is

responding to rising regulatory mmd public pressure to significantly reduce greenhouse gas emissions from the companys

operations and from the use of Its primary products Such report will omit proprietary information be prepared at

reasonable cost and be available to shareholders by September 12010
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Alpha Natural Resources

SAFETY HEALTR ENVIRONMENTAL AND SUSTAINAB1LLTY

Coisiiwrrii CHARTER

Purpose and Authority

The Safety Health Environmental and Sustainability Committee of Alpha Natural Resources

Inc the Company is appointed by the Board of Directors the Board to provide oversight of the

Companys performance in relation to safety occupational health environmental and sustainability

issues including the Companys compliance with safety health enviromnental and sustainability

related laws and other regulatory requirements applicable to its business iithe Companys initiatives to

exihance sustainable business practices and its reputation as responsible corporate citizen including the

promulgation and enfoivement of policies procedures and practices which promote the protection of the

safety and health of its employees contractors customers the public and the environment iii the plans

programs
and processes established by the Company to evaluate and manage safety health

environmental and sustainability risks to its business operations products and reputation generally iv

the Companys response to significant safety health environmental and sustainabiity-related public

policy legislative regulatory political and social issues and trends that may affect the business

operations financial performance or public image of the Company or the industry and such other

duties as assigned to it from time to time by the Board

it Committee Resources

The Committee in discharging its oversight role is empowered to study or investigate any matter

of interast or concern that the Committee deems appropriate and to obtain any information it requests

from Company employees and outside advisers which persons will be directed to cooperate and comply

with the Committees requests The Committee shall have the sole authority to select and retain

consultant to terminate any consultant retained by it and to approve
the consultants fees and other

retention terms The Company shall provide for appropriate funding for such counsel or experts retained

by the Committee

LII Committee Contposition

The Committee shall be comprised of three or more members of the Board The Chairman and

niembers of the Conrmittee shall be appointed by the Board and shall servo until such members successor

is duly elected and qualified or until such members earlier resignation retirement removal from office or

death The members of the Committee may be removed with or without cause by majority vote of the

Board



The Chairman will chair all meetings of the Committee and set the agendas for Committee

meetings The Chairman shall establish an annual calendar with proposed agenda of the matters to be

addressed at each of the Committees scheduled meetings during the year

IV Delegation of Duties

In fulfilling its responsibilities the Com.niitten is entitled to form and delegate any or all of its

responsibilities to subcommittee consisting of one or more members of the Committee when appropriate

and permitted by applicable legal and regulatory requirements Where so permitted subcommittee of

the Committee may exemnise the powers
and authority of the Committee and the Board while acting within

the scope of the powers
and responsibilities delegated to it

Meetings

The Committee shall meet as often as its members deem necessary to fulfill the Committees

responsibilities majority of the Committee members shall constitute quorum for the transaction of

the Committees business The Committee shall act upon the vote of majority of its members at duly

called meeting at which quorum is present Any action of the Committee may be taken by written

instrument signed by all of the members of the Committee The Committee shall have the authority to

establish other rules and procedures for notice and conduct of its meetings consistent with the Companys

bylaws and the Corporate Governance Practices and Policies

The Committee may invite to its meetings any director member of management of the Company

and such other persons as it deems appropriate in order to carry out its responsibilities

VII Powers and Duties

The following functions shall be the recurring activities of the Committee in carrying out its

responsibilities outlined in Section of this Charter These functions should serve as guide with the

understanding that the Committee may carry out additional or substitute functions and adopt additional

policies and procedures as may be appropriate
in light of changing business legislative regulatory or

other conditions The Committee shall also carry out any other responsibilities and duties delegated to it

by the Board from time to time related to the purposes of the Committee outlined in Section of this

Chatter

The Committee shall have the following specific powers and duties

Review appropriate objectives and policIes fur the Company relative to the protection of the

safety and health of employees contractors customers the public and the environment and assist

management in the formulation and oversight of policies principles and practices designed to

foster the sustainable growth oldie Company

Oversee the Companys monitoring and enforcement of these policies and related procedures and

practices and review with management the quality of the Companys procedures for identifing

assessing monitoring and managing the principal risks In the Companys business associated

with safety and occupational health the protection of the environment and sustainable

development While it is the responsibility of management to assess and manage the Companys

exposure
to safety health environmental and sustainability risks the Committee will provide

oversight by reviewing policies that govern these procedures

-2-



Discuss annually with management the scope and plans for conducting audits of the Companys

safety health environmental and sustainable practices and performance The Committee will

also meet with management to discuss the significant results of the audits

Review significant Company sustainability reports prior to final issuance

Review and discuss with management any material noncompliance with safety health

environmental and sustainability-related laws and managements response to such

noncompliance

Review and discuss with management pending or threatened administrative regulatory or

judicial proceedings that are material to the Company and managements response to such

proceedings

Review and discuss any significant safrly health enviromnental and sustainability public policy

legislative regulatory political and social issues and trends that may affect the business

operations financial performance or public image of the Company or the industry and

managements response to such matters

Review with nianagelnent the Companys procedures for the handling of complaints regarding

safety health environmental and sustainability-related matters

Review and reassess the adequacy of this Charter annually and recommend any proposed changes

to the Board for approval

10 Conduct an annual performance evaluation of the Committee

11 Perform such other duties and responsibilities consistent with this Charter and governing laws as

may be delegated to the Committee from time to time by the Board

12 Report to the Board on regular basis and make such recommendations with respect to any of the

above matters as the Committee deems necessary or appropriate

VII Understanding as to the Committees Role

Management of the Company is responsible for the day-to-day operation of the Companys

business As result the Companys officers and employees and other persons
who may be engaged by

the Committee may have more time knowledge and detailed information about the Company than do the

Committee members The Committee will review information opinions reports or statements presented

to the Committee by the Companys officers or employees or other persons as to matters the Committee

members reasonably believe are within such other persons professional or expert competence and who

has been selected with reasonable care by or on behalf of the Company While the Committee has the

responsibilities and powers set forth in this charter each member of the Committee in the performance of

his or her duties will be entitled to rely in good fhitI upon reports presented to the Committee by these

experts Accordingly the Committees role does not provide any special assurances with regard to

matters that are outside the Committees area of expertise or that are the traditional responsibility of

management

Amended November 192009
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INVJRONMENTAL AND OTHER REGULATORY MATTERS

Federal state and local authorities regulate the United Statos coal mining and oil and gas industries with respect to

matters such as employee health and safety permitting and licensing requirements emissions to air and discharges to water

plant and wildlife protection the reclamation and restoration of properties after mining or other activity has been completed

the storage treatment and disposal of wastes remediation of contaminated soil protection of surface and groundwater surface

subsidence from underground mining the effects on surface and groundwater quality and availability noise dust and

competing uses of adjacent overlying or underlying lands such as for oil and gas activity pipelines roads and public facilities

These ordinances regulations and legislation and judicial or agency Interpretations thereof have had and will continue to

have significant effect on our production costs and our competitive position New laws and regulations as well as future

interpretations or different enforcement of existing laws and regulations may require substantial increases in equipment and

operating costa to us and delays intenuptions or termination of operations the extent of which we cannot predict We intend

to respond to these regulatory requirements and interpretations thereof at the appropriate time by implementing necessary

modifications to facilities or operating procedures When appropriate we may also challenge actions in regulatory or court

proceedings Future legislation regulations Interpretations or enforcement may also cause coal to become less attractive fuel

source due to factors such as Investments necessary to use coal or taxes imposed upon its use As result future legislation

regulations interpretations or enforcement may adversely affect our mining or other operations cost structure or the ability of

our customers to use coal

We endeavor to conduct our mining and other operations in compliance with all applicable federal state and local laws

and regulations However violations occur from time to time None of the violations Identified or the monetary penalties

assessed upon us In recent years has been material It Is possible that future liability
under or compliance with environmental

and safety requirements could have material effect on our operations or competitive position Under some circumstances

substantial fines and penalties including revocation or suspension of mining or other permits may be imposed under the laws

described below Monetary sanctions and in severe circumstances criminal sanctions may be imposed for failure to comply

with these laws

Mine Safety and Health

The Coal Mine Health and Safety Act of 1969 and the Federal Mine Safety and Health Act of 1977 impose stringent

safety and health standards on all aspects of mining operations Also most of the states In which we operate have state

programs for mine safety and health regulation and enforcement Collectively federal and state safety and health regulation in

the coat mining industry is perhaps one of the most comprehensive and pervasive system for protection of employee health and

safety affecting any segment of U.S industry Regulation has significant effect on our operating costs

Since early 2006 and continuing to he present as result of the 2006 Sago mine incident in West Virginia the 2006

Darby mine incident in Kentucky and other incidents in the coal mining industry legislative
and regulatory bodies at the state

and federal levele including MSHA have promulgated or proposed various new statutes regulations and policies relating to

mine safety and mine emergency Issues rn the case of MSHA the MINBR Act passed in 2016 mandated mine rescue

regulations new and improved technologies and satbty practices in The area of tracking and communication and emergency

response plans and equipment Although some new laws regulations and policies are In place these legislatIve and regulatory

efforts are still ongoing At this time it is not possible to predict the full effect that the new or proposed statutes regulations

nd policies will have on our operating costs but it will increase our costs and those of our competitors Some but not all of

these additional costs may be passed onto customers

Black Lung

Under the Black Lung Benefits Revenue Act of 1977 and the Black Lung Benefits Reform Act of 1977 as amended in

1981 each coal mine operator must secure payment of federal black lung benefits to claimants who
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are current and former employees and to trust Iliad for the payment of benefits and medical expenses to eligible claimants

The trust fund is funded by an excise tax on production of up to $1.10 per ton for deep-mined coal and up to $0.55 per ton fur

surface-mined coal neither amount to exceed 4.4% of the gross sates price

In December 2000 the Departmont of Labor amended regulations implementing the federal black lung laws to among

other things establish presumption in Ibvor of claimants treating physician and limit coal operators ability
to introduce

medical evidence regarding the claimants medical condition The number of claimants who are awarded benefits ha since

increased and will continue to Increase as will the amounts of those awards

As of December 31 2008 all of our various payment obligations for federal black lung benefits to claimants entitled to

such benefits are made from tax exempt trust established for that purpose Based on actuarial reports and required funding

levels from time to time we may have to supplement the trust corpus to cover the anticipated liabilities going forward

Coal Industry Retiree Health Benefit Act of 1992

The Coal Industry Retiree Health Benefit Act of 1992 the Coat Acf provides for the fending of health benefits for

certain UMWA retirees and their spouses or dependents The Coat Act established the Combined Benefit Fund into whick

employers who are signatory operators are obligated toy annual premiums for beneficiaries The Combined Benefit Fund

covers fixed group of Individuals who retired before July 1976 and the average age of the retirees in this fund is aver

80 years of age Premiums paid in 2008 for our obligations to the Combined Benefit Fund were approximately $0.9 million

The Coal Act also created second benefit fend the 1992 UMWA Benefit Plan the 1992 Plan for miners who retired

between July 1976 and September 30 1994 and whose former employers are no longer in business to provde them retiree

medical benefits Companies with 1992 Plan liabilities also pay premiums into this plan Premiums paid In 2008 fur our

obligation to the 1992 Plan were approximately $1.0 million These per beneficiary premiums for both the Combined Benefit

Fund and the 1992 Plan are adjusted annually based on various criteria such as the number of beneficiaries and the anticipated

health benefit costs

On December 20 2006 the Tax Relief and Health Care Act of 2006 became law and will have the impact of reducing or

eliminating the premium obligation of companies due to the expanded transfers from the Abandoned Mine Land Fund

AML The additional transfer offends from AJvIL will Incrementally eliminate by 2010 to the extent the new transfers are

adequate the unassigned beneficiary premium under the Combined Benefit Fund eflbethe October 2007 The additional

transfers will also reduce incrementally the pie-funding and assigned beneficiary premium to cover the cost of beneficiaries fur

which no individual company is responsible orphans under the 1992 Plan beginning January 12008 For the first time the

1993 Benefit Plan the 1993 Plan all of the beneficiaries of which are orphans will begin receiving subsidy from new

federal transfer that will ultimately cover the entire cost of the eligible population as of December31 2006 tInder the

Combined Benefit Fund the 1992 Plan and the 1993 Plan if the federal transfers are inadequate to cover the cost of the

orphan component the current or former signatories of the UMWA wage agreement will remain liable for any shortfall

Environmental Laws

We and our customers are subject to various deral state and local environmental laws Some of the more material of

these laws and issues discussed below place stringent requirements on our coal mining and other operations and on the

ability of our customers to use coal Federal state and local regulations require regular monitoring of our mines and other

facilities to ensure compliance with these many laws and regulations
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Mining Permits and Necessary Approvals

Numerous governmental permits licenses or approvals are required for mining oil and gas operations and related

operations When we apply tbr these permits and approvals we may be required to present data to federal slate or local

authorities pertaining to the effect or impact our operations may have upon the environment The requirements imposed by any

of these authorities may be costly and time consuming and may delay commencement or continuation of mining or other

operations These requirements may also be added to modified or re-interpreted from time to time Regulations also provide

that mining permit or modification can be delayed refused or revoked if an officer director or stockholder with 10% or

_greater Interest in the entity is affiliated with or is in position to control another entity that has outstanding mining permit

violations Thus past or ongoing violations of federal and state mining laws could provide basis to revoke existing permits

and to deny the issuance of additional permits

In order to obtain mining permits and approvals from state regulatory authorities we must submit reclamation plan for

restoring upon the completion of mining operations the mined property to its prior or better condition productive use or other

permitted condition Typically we submit our necessary permit applications several months or oven years before we plan to

begin mining new area In the past we have generally obtained our mining permits In time so as to be able to run our

operations as planned However we may experience difficulty or delays in obtaining mining permits or other necessary

approvals in the future or even face denials of permits altogether in particular issuance of Army Corps of Engineers the

COB permits in Central Appalachia allowing placement of material in valleys have been slowed in recent years duo to

ongoing litigation over the requirements for obtaining such permits These delays could spread to other geographic regions as

litigation or legislation progresses

Surface Mining Control and Reclamation Act

The Surface Mining Control and Reclamation Act of 1977 the SMCRA which is administered by the Office of

Surface Mining Reclamation and Enforcement within the Department of the Interior the OSM establishes mining

environmental protection anti reclamation standards for all aspects of surfkco mining as well as many aspects of deep mining

that impact the surface Where state regulatory agencies have adopted federal mining programs under SMCRA the state

becomes the regulatory authority with primacy and issues the permits but OSM maintains oversight SMCRA stipulates

compliance with many other major environmental statutes including the federal Clean Air Act Clean Water Act Resource

Conservation and Recovery Act RCRA and Comprehensive Environmental B.esponse Compensation and Liability Act

CERCLA or Superfand

SMCRA permit provisions include requirements for among other actions coal prospecting mine plan development

topsoil removal storage and replacement selective handling of overburden materials mine pit beckfllling and grading

protection of the hydrologic balance subsidence control for underground mines surface drainage control mine drainage and

mine discharge control and treatment and re-vegetation The permit application process is Initiated by collecting baseline data

to adequately characterize the pre-mine environmental condItion of the permit area This work includes surveys of cultural and

historical resources soils vegetation wildlife assessment of surface and ground water hydrology climatology and wetlands

In conducting this work we collect geologic data to define and model the soil and rock structures and coal that we will mine

We develop mining and reclamation plans by utilizing this geologlo data and incorporating elements of the environmental

data The mining and reclamation plan incorporates the provisions of SMCRA the state programs
and the complementary

environmental programs that affect coal mining Also Included in the permit application are documents defining ownership

and agreements pertaining to coal minerals oil and gas water rights rights of way and surface land

Some SMCRA mine permits take over year to prepare depending on the size and complexity of the mine Once

permit application is prepared and submitted to the regulatory agency It goes through completeness review and technical

review Public notice of the proposed permit is given that also provides for comment period before permit can be Issued

Some SMCRA mine permits may take several years or even longer to be
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issued Regulatory authorities have considerable discretion in the timing of the permit issuance and th public and other

agencies have rights to comment on and otherwise engage in the permitting process Including through intervention in the

courts

Under the Stream Buffer Zone Rule issued under SMCR.A in 1983 mining disturbances were prohibited within 100 feet

of streams if negative effects on water quality were expected Neither OSM nor any of the states interpreted the rule as

prohibiting excess spoil disposal in streambeds under Section 404 of the Clean Water Act Due to differing interpretations of

th rule being applied OSM worked fur several years to revise and clarify the Stream Buffer Zone Rule OSM proposed

changes to this rule which would make exemptions available if mine operators take steps to reduce the amount of waste and its

eftbet on nearby waters Many comments to this proposed rut both for and against were filed during this process In

December 2008 OSM finalized the proposed role to clarify the Stream Buffer Zone Rule The new rule allows disposal of

excess spoil withIn 100 feet of streams but requires OSM to snake findings of impact minimization that overlap findings

required by the COB in administration of the Clean Water Act Section 404 program Since the rule was finalized several

environmental groups have filed legal challenges against both OSM and the EPA challenging not just the rule but the BPAs

written concurrence which is required by SMCRA Legislation in Congress has been Introduced In the past and may be

introduced in the future In an attempt to preclude placing any mining material in streams Such legislation would have

material adverse impact on future ability to conduct certain types of mining activity Surface mining would likely be more

adversely impacted

Mountaintop removal mining is legal but controversial method of surfbce mining This mining method accounted for

less than three percent of our total 2008 coal production Certain anti-mining special interest groups have recently waged

public relations assault upon this mining method and have encouraged the introduction of
legislation

at the state and federal

level to restrict or ban It and to preclude purchasing coal mined by this method Should changes in laws regulations or

availability of permits severely restrict or ban this mining method in the future our production and associated profitability

could be adversely impacted

Before SMCRA permit is issued mine operator must submit bond or otherwise secure the performance of

reclamation obligations The AML which is part of SMCRA requires fee on all coal produced The proceeds are used to

reclaim mine lands closed prior to 1977 when SMCRA oame into efct The current fee is $0315 per ton on surfhce-mlned

coal and $0.135 on deep-mined coal from 2008 to 2012 with reductions to $028 per ton on surface-mined coal and $0.12 per

ton on deep-mined coal from 2013 to 2021

Surety Bonds

Federal and state laws require us to obtain surety bonds to secure payment of certain long-term obligations including

mine closure or reclamation costs federal and state workers compensation costs obligations under federal coal leases and

other miscellaneous obligations Many of these bonds are renewable on yearly basis In recent years surety bond prenthnn

costs have increased and the market terms of surety bonds have generally become more unfavorable In addition the number

of companies willing to issue surety bonds has decreased We cannot predict the ability to obtain or the cost of bonds lathe

Iliture

Clean Air Act

The Clean Air Act the Clean Air Act Amendments and the corresponding state laws that regulate the emissions of

materials into the air affect coal mining operations both
directly

and indirectly Direct impacts on coal mining and processing

operations may occur tbrougi Clean Air Act permitting requirements and/or emission control requirements relating to

particulate matter such as fugitive dust ineluding future regulation of fine particulate matter measuring 10 micrometers in

diameter or smaller The Clean Air Act indirectly affects coat mining operations by extensively regulating the air emissions of

sulfur dioxide nitrogen oxides particulates mercury and other compounds emitted by coal-fueled electricity generating plants

and Industrial facilities which bum coal Power plants will likely have to continue to install pollution control technology and

upgrades Power plants may be able to recover the costs fbr these upgrades in the prices they charge for power but this is not
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certainty and state publio utility commissions often control such rate matters The Clean Air Act provisions and associated

regulations arc complex lengthy and often being assessed for revisions or additions in addition one or more of the pertinent

state or federal regulations issued as final are at this time and may still continue to be subject to current and future legal

challenges in courts and the actual timing of implementation may remain uncertain Some of the more material Clean Air Act

requirements that may directly or Indirectly affect our operations include the following

Acid Rain Title PT of the Clean Air Act required two-phase reduction of sulfur dioxide emissions by electric

utilities Phase II became effective in 2000 and applies to all coal-fired power plants generating grenter than 25

megawatts The affected electricity generators have sought to meet these requirements mainly by among other

compliance methods switching to lower sulfur fuels installing pollution control devices reducing electricity

generating levels or purchasing sulfur dIoxide emission allowances The adoption of the Clean Air Interstate Rule

CA1R in 2005 created tighter limits for sulfur dioxide and nitrogen oxides for the states covered under CAiR

than currently exist under Title IV See Clean Air Interstate Rule for more information The cap-and-trade

program under the CAR utilizes the same allowance allocation policy developed under Title IV of the Clean Air

Act States not governed by the CAIR will continue to be subject to the regulations of Title We cannot

accurately predict the effect of these provisions of the Clean Air Act onus in future years Initially we believe that

implementation of Phase II resulted in an upward pressure on the price of lower sulfur eastern coals and more

demand for western coals as coal-fired power plants continue to comply with the more stringent restrictions of Title

As utilities continue to invest the capital to add scrubbers and other devices to comply with Title IV CAIR the

Clean AirMercury or CAME or possible regulations requiring maximum achievable control technology to limit

mercury emissions discussed below and other provisions of the law demand for lower sulfur coals may drop

Fine Particulate Matter and Ozone The Clean Air Act requires the Environmental Protection Agency EPA to

set standards referred to as National Ambient Air Quality Standards NAAQS foe certain pollutants Areas that

are not in compliance referred to as non-attainment areas with these standards must take steps to reduce

emissions levels In 1997 the EPA revised the NAAQS fur particulate matter and ozone Although previously

subject to legal challenge these revisions were subsequently upheld but implementation was delayed for several

years For ozone these changes include replacement of the exIsting one-hour average standard with more stringent

eight-hour average standard in Phase of the Ozone Rule In April2004 the EPA announced that counties in 31

states and the District of Columbia Ibiled to meet the new eight-hour standard for ozone On November 82005 the

EPA finalized Phase of the Ozone Rule which establishes the final compliance requirements and tlmellnes upon

which state local and tribal government will base their state Implementation plans for areas designated as non-

attainment For partioulates the changes include retaining the existing standard fur particulate matter with an

aerodynamic diameter less than or equal to 10 microns PMIO and adding new standard for fine particulate

matter with an aerodynamic diameter less than or equal to 2.5 microns PM2.S State fIne particulate non-

attainment designations were finalized in December 2005 and counties in 21 states and the District of Columbia

were classified as non-attainment areas At the same time the EPA also proposed changes to the current national air

quality monitoring requirements for all criteria pollutants including particulates and revisions to the national air

quality standards for tine particulate pollution proposing more stringent requirements for this pollutant These

newly proposed standards were incorporated into the EPAs final role on particulate matter Issued in October 2006

These standards also include making new state non-attainment designations in 2010 based on 2007-2009 air quality

data requiring these states to meet the BPAs new PM standards by 2015 Meeting the new PM2.5 standard may

require reductions of nitrogen oxide and sulfur dioxide emissions On March 292007 the EPA Issued final rule

defining requIrements for state plans to clean the air In 39 areas where particle pollution levels do not meet national

air quality standards Future regulation and enforcement of these new ozone and PM2.5 standards will affect many

power plants especially coal-fired plants and all plants in non-attalnment areas These events may change the

demand for coal
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Ozone Significant additional emissions control expenditures may be required at many coal-fired power plants to

meet the current NAAQS for ozone Nitrogen oxides which are by-product of coal combustion can lead to the

creation of ozone Accordingly emissions control requirements for new and expanded coal-fired power plants and

industrial boilers may continue to become more demanding in the years ahead This may change the demand for

coal

NOx SIP Call The NOx SIP Call program was established by the EPA in October of 1998 to reduce the transport of

ozone on prevailing winds from the Midwest and South to states in the Northeast which said they could not meet

federal air quality standards because of migrating pollution Under Phase of the program the EPA required .90000

tons of nitrogen oxides reductions from power plants in 22 states east of the Mississippi River and the District of

Columbia beginning in May 2004 Phase 11 of the program which became effective in June 2004 required further

reduction of about 100000 tons of nitrogen oxides per year by May 2001 The instaLlation operation and

maintenance of these additional control measures such as selective catalytic reduction devices required under the

final rules will make it more costly to operate coal-fired electricity generating plants

Clean AirInteztata Rule In 2004 thc EPA proposed new rules for further reducing emissions of sulfur dioxide and

nitrogen oxides The final CAIR was issued by the EPA in 2005 The rule calls for power plants in Texas and 27

states bordering or east of the Mississippi River and the District of Columbia to reduce emission levels of sulfur

dioxide and nitrous oxide At full Implementation CAIR was estimated by the EPA to cut regional sulfur dioxide

emissions by more than 70% from the 2003 levels and to cut nitrogen oxide emissions by more then 60% from 2003

levels States had to achieve the required emission reductions using one of two compliance options The first

alternative was fur the state to require power plants to participate in an EPA administered cap-and-trade system

that caps emissions in two stages This cap and trade approach is similar to the system now In effect under other

regulations controlling air pollution Alternatively state could elect to meet specific state emissions budget

through measures of the states choosing These state measures had to be at least as stringent as those Imposed by

CA After the passage
of CAIR different entities and organizations challenged the rule on various bases The U.S

Court of Appeals fur the D.C Circuit Slate of Worth Carolina eta EPA No 05-1244 on July 112008 issued

its decision in litigation challenging CAIR The decision vacated CAIR and the CAIR federal implementation plan

in their entirety The decision remanded CA1R to BPA to promulgate rule that complies with the courts opinion

The court ruled against the EPA on several of the core aspects of the rule Including CAIRs use of unrestricted

interstate trading the 2015 compliance deadline for Pbase of CAIR the use of Title P1 allowances at heightened

surrender ratio for compliance with the S0 part of CAIR and EPAs determination of the 802 and NOx emission

budgets The court also struck down emission allowance trading In CAIR holding that unrestricted trading might

result In no emission reductions In an upwind state thereby preventing the EPA from fulfilling its responsibility

under the Clean Air Act to prohibit sources in one state from contributing to non-attainment In another

state Ultimately this ruling may significantly impaot the EPAs potential future ability to address interstate

pollution transport with cap-and-trade system The court also rejected an EPA fairness argument and ruled that it

was inappropriate for the EPA to divide region wide NOx budget among the states and essentially remove each

states responsibility to eliminate its own significant contribntion to downwind pollution After this ruling later in

2008 the EPA petitioned the court fur rehearing After bxiefing by all parties in December 2008 the court ruled

that complete vacatur of the rule would sacrifice clear bcncfits to public health and the environment while the EPA

worics to fix the deficiencies found by the court Thus CAIR will be in effect while the EPA modifies the rule How

the EPA will proceed to modii CAR is uncertain at this time Ultimately the stringency of the caps may require

many coal-fired sources to Install additional pollution control equipment to comply Thls.lncreased sulfur emission

removal capabiiity caused by the proposed rule could result in decreased demand for low sulfur coal potentially

driving down prices for low sulfur coal Individual states covered by CAJR may proceed to develop their own

regulations in this area which may differ and therefore may be more difficult to implement and operate within The

decision may affect the Price of allowances purchased and sold related to emission of SO2 and NOx
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and this in turn may increase or decrease the demand for certain coals If the prices for allowances change this may

affect the penalties imposed or premiums paid under the contracts through which we sell our coal These factors and

any new legislation if enacted could have material adverse effect on our financial condition and results of

operations or cash flow

Clean AirMerctay Rule In December 2000 the EPA decided to list coal-fired power plants as category of sources

subject to regulation under section 112 of the Clean Air Act Section 112 governs hazardous air pollutants from

stationary sources Tn January 2004 the EPA proposed mercury reduction rule for controlling mercury emissions

--

from power plants and requested comments on two approaches for reducing mercury currently emitted each year by

coal-fired power plants in the United States After reconsidering Its prior decision to regulate power plant emissions

of mercury under sectIon 112 EPA reversed its prior listing decision and issued its final CAMR in March 2005

Li doing so the EPA rejected the approach which would require coal-fired power plants to Install pollution controls

known as maximumachievable control technologies or MACT under section 112 of the Clean Air Act The

approach the EPA adopted which was challenged in federal court by several states and others set mandatory

declining cap on the total mercury emissions allowed from coal-fired power plants nationwide pursuant to section

ill of the Clean Air Act This cap-and-trade approach is similar to the approach under the CA rule discussed

above If Implemented the CAMR approach which allows lnercuiy emissions trading when combined with the

CAIR regulations was forecast to reduce mercury emissions by nearly 70% from current levels once Ihoililies reach

final mercury cap which takes effect in 2018 Current mercury emissions from United States power plants are

about 48 tons per year The first phase cap Is 3tons and was scheduled to begin in 2010 EPA estimates that much

of this reduction will come as co-beneflt of the pollution control devices installed under the CAIR regulations

The final cap was set at 15 tons per year beginning in 2018 Under the EPA approach each state would be allocated

budget of mercury emissions and required to submit plan on meeting its budget for mercury reductions Each

state is not required to adopt the cap-and-trade approach but instead can elect to meet specific state emissions

budget through measures of the states choosing The stringency of the caps may require many coal-fired sources to

install additional pollution control equipment to comply This increased mercury emission removal capability causcd

by the proposed rule could result in decreased demand for certain coals either duo to higher mercury levels or more

difficulty in removing the inherent mercury In November 2006 states were required to file their state

implementation plans SIP with the EPA for mercury compliance but only 21 states submitted plans This

prompted the EPA to designate federal Implementation plan PIP to be applied to states that did not file SIP

The PIP basically requires all slates without an EPA approved SIP to participate in the national cap-and-trade

program On February 82008 the United States Court of Appeals for the District of Columbia Circuit struck down

the EPAs regulations for reducing merclny emissions from coal-fired power plants The court held that the EPA

violated the Clean Air Act by reversing its prior decision to list coal-fired power plants as source of emissions

subject to regulation under Clean Air Act sectIon 112 AccordIng to the court once the EPA initially determined

under section 12nXl of the Clean Air Act that it was appropriate and necessary to regulate those plants under

the Clean Air Acts hazardous air pollutant program the agency could not reverse its own decision under that same

provision Rather the court held that sectIon 12c9 of the Act affords the exclusive mechanism to remove any

source from the list of sources regulated under the hazardous air pollutant program
That provision requires more

exacting finding to remove sources Including determination that no adverse environmental effct will result from

emissions from any source Because the efibot of the courts ruling is to maintain power plants on the Hat of

hazardous air pollutant sources subject to regulation under section 112 the court concluded that regulation of

mercury emissions from existing coal-fired plants under section 11 prohibited thereby invalidating the CAMRs

regulatory approach Both the EPA and industry appealed the decision to the United States Supreme Court after the

lower court denied petition for rehearing In February 2009 the EPA announced it would withdraw this appeal and

proceed to draft regulations for use of MACT under section 112 of the Clean Air Act and the United States Supreme

Court declined to rehear the
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case The EPA rulemaking process will likely take several years After rule is lssud affected utilities would have

three years to comply with the standard Separate state standards may also be passed and applied in the Interim 8nd

the Obaina Administration has announced desire to begin negotiations on an international treaty to cut mercury

pollution MACE standard could increase the cost of consuming coal and Impact the demand For coals with

various amounts or compounds of mercury contained therein

Carbon Dioxide and other greenhouse gases In 2003 certaIn states sued the EPA seeking court order requiring

the EPA to designate carbon dioxide as criteria pollutant under the Clean Air Act and to issue new NAAQS for

carbon dioxide Previously the EPA had established that carbon dioxide is not criteria pollutant and therefore

cannot be regulated under the Clean Air Act In 2005 federal oouit upheld the EPAs position that It was not

roquired to regulate carbon dioxide as pollutant In April 2007 In Massaclnisetts .Envfroiunental Protect Ion

Agency the United States Supreme Court case ruled in 5-4 decisIon the Clean Air Act does give the EPA the

authority to regulate tailpipe emissions of greenhouse gases In addition the majority held that greenhouse gases fit

well within the Clean Air Acts capaulous definition of air pollutant In July 2008 the EPA issued an Advance

Notice of Proposed Rulemaking for the regulation of greenhouse gas emissions under the Clean Air Act The notice

details the potential ramifications of regulating these gases for both mobile and stationary sources and the potential

effbcts on the U.S economy and how we conduct our operations The ultimate actions of the EPA as result of this

Supreme Court decision may affect the demand for coal In addition there are several new state programs to limit

CO2 emissions and others have been proposed There are also pending before Congress several proposals to limit

CO2 emissions and other proposals may be forthcoming Various 1-louse and Senate committees are conducting

hearings into the issues surrounding climate change and the effects of CO2 emissions and other greenhouse gases

Congress or one or more states at some point is likely to regulate and may limit the release of carbon dioxide

emissions as part of any green house gas initiatives that are proposed in the future See Climate Change for further

information These limitations could affectihe future marketfor coal and how we conduct our operations

Regional Here The BPA has initiated regional haze program designed to protect and to improve visibility
at and

around national parks national wilderness areas and international parks The original regional haze rule required

designated facilities to meet the EPAs BART standard which requires installation of the Best Available Retrofit

Technology to reduce emissions that contribute to visibility problems In December 2006 this rule was modified to

allow states the flexibility to evaluate the use of cap-and-trade programs when these programs would result in

greater progress toward the EPAs visibility goals This program restricts the construction of new coal-fired power

plants whose operation may impair visibility at and around fbderaily protected areas Moreover this program may

require certain existing coal-fired power plants to Install additional control measures designed to limit haze-causing

emissions such as sulfUr dioxide nitrogen oxides volatile organic chemicals and particulate matter These

limitations could affect the future market for coal

Climate Change

One major by-product of burning coal and all other fossil fuels is carbon dioxide which Is considered greenhouse gas

and is major source of concern with respect to global warming In November 2004 Russia ratified the Kyoto Protocol the

Protocol to the 1992 United Nations Framework Convention on Climate Change which establishes binding set of

emission targets for greenhouse gases With Russias ratification the Protocol received sufficient support to become binding

on all those countries that have ratified It Although the targets vary from country to country if the United States were to ratl

the Protocol the United States would be required to reduce greenhouse gas emissions to 93% of 1991 levels from 2008 to

2012 In 2002 President Bush reaflirmed U.S support for the United Nations Framework Convention on Climate Change but

the U.S Senate did not ratiI the Protocol because among other reasons It did not require emissions reduction from all
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countrios The Protocol expires in 2012 Many of the countries which did ratilj
the Protocol are not on target to meet the

mandated reductions in carbon dioxide In addition many developing nations which also emit greenhouse gases are not

covered by the Protocol As such new or modified international protocol to regulate carbon dioxide omissions will likely
be

proposed Iii the fhture

As
part

of the United Nations Framework Convention on Climate Change representatives from 187 nations met in Bali

Indonesia in December 2007 to discuss program to limit greenhouse gas emissions after 2012 The United States participated

in the conibrence The convention adopted what is called the BaIl Action Plan The Bali Action Plan contains no binding

.commitments but concludes that deep cuts in global emissions will be required and provides timetable for oyeam of

talks to shape the first formal addendum to the 1992 UnIted Nations Framework Convention on Climate Change treaty since

the Kyoto Protocol The ultimate outcome of the Bali Action Plan end any treaty or other arrangement ultimately adopted by

the United States or other countries may have material adverse impact the global supply and demand for coal This is

particularly true i-f cost effective technology for the capture and sequestration of carbon dioxide is not sufficiently and timely

developed

Future regulation of greenhouse gases in the United States could occur pursuant to future United States treaty obligations

statutory or regulatory changes under the Clean Air Act or otherwise at the state and federal level The Bush Administration

proposed package of voluntary emission reductions for greenhouse gases reduction targets which provide 11w certain

incentives if targets are met The Obama Administration Is more likely to support mandatory emission reductions for

greenhouse gases There are also various federal state and local legislative initiatives aimed at tracking or regulating both on

mandatory or voluntary basis the release of carbon dioxide from generating power and other commercial activity In 2002 the

Conference of New England Governors and Eastern Canadian Premiers adopted Climate Change Action Plan calling for

reduction in regional greenhouse emissions to 1990 levels by 2010 and further reduction of at least 10% below 1990 levels

by 2020 Currently several state groups are working on regional plans to address climate and energy issues The new Congress

has been active in promoting greenhouse gas legislation with several sepatate bills already being presented end others possible

There are number of uncertainties regarding these and additional initiatives which may be proposed In addition to the timing

for implementing any new legislation open Issues include matters such as the applicable baseline of emissions to be permitted

initial allocations of any emission allowances required emissions reductions availability of offsets to emissions such as

planting trees or capturing methane emitted during mining the extent to which additional states will adopt the programs and

whether they will be linked with programs in other states or countries Increased efforts to control greenhouse gas emissions

could result in reduced demand for coal and increased costs to consume coal and to conduct our operations

Clean Water Act

The Clean Water Act of 1912 the CWA and corresponding state laws afibot coal mining operations by imposing

restrictions on the discharge of certain pollutants into water and on dredging and filling wetlands The CWA establishes In-

stream Water quality standards and treatment standards for wastewater discharge through the Natlonal Pollutant Discharge

Elimination System NPDES Regular monitoring as well as compliance with reporting requirements and performance

standards are preconditions for the issuance and renewal of NPDBS permits that govern the discharge of pollutants Into water

The CWA provisions and associated regulations are complex lengthy and often being assessed for revisions or additions In

addition one or more of the pertinent state or federal regulations Issued as final are at this time and may still continue to be

subject to current and future amendments or legal challenges In courts and the actual timing of implementation may remain

uncertain Some of the more material CWA issues that may directly or indirectly afibot our operations are discussed below

Permits under Section 404 of the CWA are required for coal companies to conduct dredging or filling activities in

jurisdictional waters for the purpose of creating slurry ponds water Impoundments refuse disposal areas valley tIlls or other

mining activities Jurisdictional waters typically include ephemeral intermittent and perennial stream8 and may in certain

instances include man-made conveyances that have hydrologic connection to stream or wetland The COB only has

jurisdiction over the navigable waters of the United States and outside these waters there is arguably no need to procure

404 permit The United States Supreme Court ruled in
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GLOSSARY OF SELECTED TERMS

Ash Impurities consisting of iron alumina and other incombustible matter that are contained in coal Since ash increases

the weight of coal it adds to the cost of handling and can affect the burning characteristics of coal

Assigned reserves Coal that is planned to bc mined at an operation that is currently operating currently idled or for

which permits have been submitted and plans are eventually to develop the operation

Bituminous coal common type of coal with moisture content less than 20% by weight and heating value of 10500 to

14000 Btus per pound is dee and black and often has well-defined bands of bright and ilmaterial

Bri fish thermal unit or BIU measure of the thermal energy required to raise the temperature of one pound of pure

liquid water one degree Fahrenheit at the temperature at which water has Its greatest density 39 degrees Fahrenheit

Central Appalachia Coal producing area in eastern Kentucky Virginia southern West Virginia and portion of eastern

Tennessee

Clewi Air Act Amendments comprehensive set of amendments to the federal law governing the nations air quality

The Clean Air Act was originally passed in 1970 to address significant air pollution problems in our cities The 1990

amendments broadened and strengthened the original law to address specific problems such as acid deposition uihms smog

hazardous air pollutants and stratospheric ozone depletion

Coal seam Coal deposits occur in layers Each layer is catted seam

Coke hard dry carbon substance produced by heating coal to very high temperature in the absence of air Coke is

used in the manufacture of iron and steel Its production results in number of useful byproducts

Compliance coal Coal which when burned emits 1.2 pounds or less of sulfur dioxide per million Btu as required by

Phase 11 of the Clean Air Act

Continuous minen machine which constantly extracts coat while loading This Is to be distinguished from

conventional mining unit which must stop the extraction process in order for loading to commence

Continuous mining Any coal mining process which teats the coal from the face mechanically and loads continuously

thus eliminating the separate cycles of cutting drilling shooting and loading This is to be distinguished from conventional

mining an older process in which these operations are cyclical

Fossilfuel Fuel such as coal petroleum or natural gas formed from the fossil remains of organic material

High Bin coal Coal which has an average heat content of 12500 Btus per pound or greater

Illinois Basin Coal producing area in Illinois Indiana and western Kentucky

Lignite The lowest rank of coal with high moisture content of up to 45% by weight and heating value of 6500 to 8300

Btus per pound is brownish black and tends to oxidize and disintegrate when exposed to air

Longwall mining The most productive underground mining method in the United States rotating drum is tranimecl

mechanically across the face of coal and hydraulic system supports the roof of the mine while the drum advances through

the coal Chain conveyors then move the loosened coal to standard underground mine conveyor system for delivery to the

surface
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Low Btu coal Coal which has an average heat contct of 9500 Bins per pounti or less

Law sulfur coal Coal which when burned emits 1.6 pounds or less of sulfur dioxide per million Btu

Medhim su/ur coal Coal which when burned emits between 1.6 and 4.5 pounds of sulfur dioxide per million Btu

Metallurgical coal The various grades of coal suitable for carbonization to make coke for steel manufacture Also known

as met coal its quality depends on four Important criteria volatility which affects coke yield the level of impurities

including sulfur and ash which affect coke quality composition which affects coke strength and basic characteristics which

affect coke oven safety Met coal typically has particularly high Btu but low ash and sulfur content

Mid Bfu coal Coal which has an average heat content of between 9500 and 12500 Bins per pound

Nitrogen oxide NO.9 gas formed in high temperature environments such as coal combustion It isa harmful pollutant

that contributes to smog

Northern Appalachia Coal producing area in Maryland Ohio Pennsylvania and northern West Virginia

Overburden Layers of earth and rock covering coal seam In surface mining operations overburden is removed prior to

coal extraction

Pillon An area of coal left to support the overlying strata in mine sometimes left permanently to support surface

structures

Powder River Basin Coal producing area In northeastern Wyoming and southeastern Montana This is the
largest known

source of coal reserves and the largest producing legion in the United States

PreparatIon plant Usually located on mine site although one plant may servo several mines preparation plant is

facility for crushing sizing and washing coal to remove impurities and prepare it for use by particular customer The

washing process has the added benefit of removing some of the coals sulfur content

Probable reserves Roscrvcs for which quantity and grade and/or quality are computed from information similar to that

used for proven reserves but the sites for inspection sampling and measurement are farther apart or are otherwise less

adequately spaced The degree of assurance although lower than that fur proven reserves is high enough to assume continuity

between points of observation

Proven reserves Reserves for which quantity is computed from dimensions revealed in outcrops trenches workings

or drill holes grade and/or quality are computed from the results of detailed sampling and the sites for inspection

sampling and measurement are spaced so closely end the geologic character is so well defined that size shape depth and

mineral content of reserves are well-established

Reclamation The process of restoring land and the environment to their original state tbllowing mining activities The

process commonly includes recontourisig or reshaping the land to Its approximate original appearance restoring topsoil and

planting native grass and ground covers Reclamation operations are usually underway before the mining of particular site is

completed Reclamation Is closely regulated by both state and federal law

Reserve That part of mineral deposit that could be economically and legally extracted or produced at the time of the

reserve determination
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Roof The stratum of rock or other mineral above coal seem the overhead surface of coal working place

Room-and-P lIar Mining Method of underground mining in which the mine roof is supported mainly by coal pillars
left

at regular intervals Rooms are placed where the coal is mined

Scrubber flue gas desufurizaflon .rysten Any of several forms of chemical/physical devices which operate to neutralize

sulfur compounds formed during coal combustion These devices combine the sulfur in gaseous emissions with other

chemicals to form inert compounds such as gypsum that must then be removed for disposal Although effective in

substantially reducing sulfur from combustion gases scnzbbcrs require about 6% to 7% of power plants electrical output and

thousands of gallons of water to operate

S/cain coal Coat used by power plants and industrial steam boilers to produce electricity steam or both It generolly is

lower in Dtu heat content and higher in volatile matter than metallurgical coat

Sub-bituminous coal Dull coal that ranks between lignite and bituminous coal Its moisture content is between 20% and

30% by weight and its heat content ranges from7800 to 9500 Btua per pound of coal

SOlfw One of the etcments present in varying quantities in coal that contributes to environmental degradation when coal

is buroed Sulfur dioxide is produced as gaseous by-product of coal combustion

Surface mine mine in which the coal lies near the surface and can be extracted by removing the covering layer of soil

see Overburden About 67% of total U.S coal production comes from surface mines

Tons short or net ton Is equal to 2000 pounds long or British ton is equal to 2240 pounds metric tonne is

approximately 2205 pounds The short ton is the unit of measure referred to In this document

Thwk..and-Shovel Mining and Thick and Front-End Loader Mining Similar rorms of mining where large shovels or

front-end loaders are used to remove overburden which is used to backfill pits after the coal is removed Smaller shovels load

coal in haul trucks fur transportation to the preparation plant or rail loadout

Unassigned reserves Coal that is likely to be mined in the future butwhich is not considered Assigned reserves

Undergronnd mine Also known as deep mine Usually located several hundred fact below the earths surface an

underground mines coai is removed mccthanioally and transferred by shuttle car and conveyor to the surface Underground

mines account for about 33% of annual U.S coal production

Unit train train of 100 or more cars carrying single product typical coal unit train can carry at least 10000 tons of

coal in single shipment
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Because of extensive and comprehensive regulatory requirements violations of laws regulations and permits occur at our

operations from time to time and may result in significant costs to us to correct such violations as well as civil or criminal

penalties and limitations or shutdowns of our operations

Extensive regulation of these matters has had and will continue to have significant effect on our costs of production and

competitive position Further regulations legislation or enforcement may also cause our sales or profitability to decline by

hindering our ability to continue our mining operations by increasing our costs or by causing coal to become less attractive

fuel source Sec BusinessEnvironmental and Other itegulatoty Matters for discussion of some of the enviroinnental and

-other regulations acting our business

Our operations may substantially impact the environment or cause exposure to hazardous substances rind our

properties may have significant environmental contamination any of which could result in material liabilities to us

We use and in the past have used hazardous materials and generate and in the past have generated hazardous wastes In

addition many of the locations that we own or operate were used fur coal mining and/or involved hazardous materials usage

before we were involved with those locations as weLl as after We may be subject to claims under federal and state statutes

and/or common law doctrines for toxic torts natural resource damages and othor damages as well as the investigation and

clean up of soil surface water groundwater and other media Such claims may arise for exampl out of current or former

conditions at sites that we own or operate currently as well as at sites that we or predecessor entities owned or operated in the

past and at contaminated sites that have always been owned or operated by third parties Our liability for such claims may be

joint
and several so that we may be held responsible for more than our share of the contamination or other damages or even

fur the entire share. We have from time to time been subject to claims arising out of contamination at our own and other

facilities and may incur such liabilities in the future

Our operations can also impact flows and water quality in surface water bodies and remedial measures may be required

such as grouting cracks or lining of stream beds to prevent or minimize such impacts We are currently Involved with state

environmental authorities concerning Impacts or alleged Impacts of our mining operations on water flows in several surface

streams We are studying or addressing those impacts and we have not finally resolved those matters Many of out mining

operations take place in the vicinity of streams and similar impacts could be asserted or identified at other streams in the

future The costs of our efforts at the streams we are currently addressing and at any other streams that may be IdentIfied In

the future could be significant Our mining and oil and gas operations also generate water which we need to collect and

dispose of or treat In the past we have sometimes disposed of this water in mined out areas or in permitted refuse

Impoundments If we are unable to obtain permits for this type of water disposal in the future our costs to operate may lncreaso

substantially

We maintain extensive coal
slurry impoundments at number of our mines Such impoundments are subject to

regulation Slurry Impoundments maintained by other coal mining operations have been known to fall releasing large volumes

of coal slurry Structural failure of an impoundment can result in extensive damage to the environment and natural resources

such as bodies of water that the coal slurry reaches as well as liability for related personal injuries
and property damages and

Injuries to wildlife Some of our Impoundments overlie mined out areas which can pose heightened risk of failure and of

damages arising out of failure We have commenced measures to modify our method of operation at one surface impoundment

containing slurry wastes in order to induce the risk of releases to the environment from it process that will take several years

to complete If one of our impoundments were to fail we could be subject to substantial claims fur the resulting environmental

contamination and associated liability as well as for fines and penalties The level of insurance we carry to cover exposures

for this type Or occurrence and other unanticipated events may not be adequate

These and other Impacts that our operations may have on the environment as well as exposures to hazardous substances

or wastes associated with our operations and environmental conditions at our properties could result in costs and liabilities

that would materially and adversely affect us
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Extensive envlromnental regulations affect our customers and could reduce the demand for coal as fuel source and

cause our sales to decline

The Clean Air Act and similar state and local laws extensively regulate the amount of sulfur dioxide particulate matte

nitrogen oxides merouiy and other compounds emitted into the air from electric power plants which are the largest end-users

of our coal Such regulations may require significant emissions control expenditures for existing and new coal-fired power

plants to attain applicable ambient air quality standards In addition state regulatory schemes for electricity pricing may bc

administered to not permit recovery of investments in emissions control equipment As result these generators may switch to

lusts that generato less of these emissions possibly reducing the likelihood that generators will keep existing coal-fired power

plants in service or build new coal-fired power plants Any of these developments may reduce demand for our coal

For example the final CAIR was issued by the EPA in 2005 The rule calls for power plants in Texas and 21 states

bordering or east of the Mississippi River and the District of Columbia to reduce emission levels of sulfur dioxide and nitrous

oxide At full Implementation CAIR is estimated by the EPA to out regional sulfur dioxide emissions by more than 70% from

the 2003 levels and to out nitrogen oxide emissions by more then 60% from 2003 levels States must achieve the required

emission reductions using one of two compliance options The first alternative is for tim state to require power plants to

participate In an EPA administered cap-and-trade system that caps emissions in two stages This cap and trade approach is

similar to the system now in effect under other regulations controlling air pollution Alternatively state can elect to meet

speciflo state emissions budget through measures of the states choosing These state measures will be at least as stringent as

those imposed by CAIR The stringenoy of the caps may require many coal-fired sources to install additional pollution control

equipment to comply This increased sulfur omission removal capability caused by the proposed rule could result In decreased

demand for low sulfur coal potentially driving down prices for low sulfur coal After the passage of CAIR different entities

and organizations challenged the rule on various bases The U.S Court of Appeals fir the D.C Circuit State of North

Carolina at at EPA No 05-1244 on July 112008 issued Its decision in litigatIon challenging CAIR The decision vacated

CAIR and the CAIE federal implementation plan In their entirety The decision remanded C/SIR to EPA to promulgate rule

that complies with the courts opinion The court ruled against the EPA on several of the core aspects of the rule including

CAIRs use of unrestricted interstate trading the 2015 compliance deadline for Phase of CAIR the use of Title 1Y

allowances at heightened surrender ratio for compliance with the SO5 part of C/SIR and EPAs determination of the SO2 and

NOx emission budgets The court also struck down emission allowance trading in C/SIR holding that unrestricted trading

might result in no emission reductions In an upwind state thereby preventing the EPA from fulfilling its responsibility under

the Clean AirAct to prohibit sources in one state from contributing to non-attainment in another state Ultimately this ruling

may significantly impact thc EPAs potential future ability to address interstate pollution transport with cap-and-trade

system The court also rejected an EPA fairness argument and ruled that it was Inappropriate for the BPA to divide region

wide NOx budget among the states and essentially remove each states responsibility to eliminate Its own significant

contribution to downwind pollution After this ruling later in 2008 the EPA petitioned the court for rehearIng Alter briefing

by all parties in December 2008 the court ruled that complete vacatur of the rule would sacrifice clear benefits to public

health and the environment while the EPA works to fix the deficiencies thund by the court Thus C/SIR will be in effrct while

the EPA modifies the rule How the EPA will proceed to modi CAIR is uncertain at this time

In 2005 the EPA finalized CAMR for controlling mercury emissions from power plants by Imposing two-step

approach to reducing between now and 2018 the total mercury emissions allowed from coal-fired power plants nationwide

The approach adopted sets mandatojy declining cap on the total mercury emissions allowed from coal-fired power plants

nationwido This cap-and-trade approach Is similar to the approach under the CAR rule discussed above This approach

which allows mercury emissions trading when combined with the CAIR regulations will reduce mercury emissions by nearly

70% from current levels once fhciiitfes reach final mercury cap which takes effect in 2018 Current mercury emissions from

United States power plants are about 48 tons per year The first phase cap is 38 tons beginning in 2010 EPA estimates that

much of this reduction will come as aco-beneflt of the pollution control devices Installed under the CAIR regulations The
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Line cap is set at 15 tons per year beginning in 2018 Each state has been allocated budget of mercury emissions and must

submit plan on meeting its budget for mercury reductions The states are not required to adopt the cap-and-trade approach

but many took that approach Alternatively state can elect to meet specific state emissions budget through measures of the

states choosing On February 2008 the United States Court of Appeals Ibr the District of Columbia Circuit struck down the

EPAs regulations for reducing mercury emissions from coal-fired power plants The effect of the courts ruling is to maintain

power plants on the list of hazardous air pollutant sources subject to regulation under section 112 of The Clean Air Act and to

invalidate the EPAs cap-and-trade approach to regulation of mercury emissions Both the EPA and Industry appealed the

decision to the United States Supreme Court after the lower court denied petition for rehearing In February 2009 the EPA

announced it would withdraw this appeal and proceed to draft regulations for use of maximum achievable control

technologies or MACT under section 112 of the Clean Air Act and if the United States Supreme Court declined to rehear

the case The EPA rukmaldng process will likely
take several years After rule Is issued affected utilities would have three

years to comply with the standard Separate state standards may also be passed and applied In the interim MACF standard

could increase the cost of consuming coal and impact the demand for coals with various amounts or compounds of mercury

contained therein

Some of our coal supply agreements contain provisions that allow purchaser to terminate its contract if legislation Is

passed that either restricts the use or type of coal permissible at the purchasers plant or results in specified increases in the

coat of coal or its use These factors and legislation if enacted could have material adverse effect on our financial condition

and results of operations or cash flow

Current and future proposals may be introduced In Congress and various states designed to further reduce emissions of

sulfur dioxide nitrogen oxides and mercury from power plants and certain ones could regulate additional emissions such as

carbon dioxide If such initiatives are enacted into law power plant operators could choose other fuel sources to meet their

requirements thereby reducing the demand fur coal Current and possible future governmental programs are or may be in

place to require the purchase and trading of allowances associated with the emission of various substances such as sulfur

dioxide nitrous oxide mercury and carbon dioxide Changes in the markets for and prices of allowances could have material

effect on demand for and prices received for our coal

The United States and more than 160 other nations are signatories to the 1992 UnIted Nations Framework Convention on

Climate Change which is intended to limit emissions of greenhouse gases such as carbon dioxide which is amJor by-product

of burning coaL in December1997 in Kyoto Japan the signatories to the convention agreed to the J.Cyoto Protocol the

Protocol which is binding set of emission targets for developed nations Although the specific emission targets vary from

country to country if the United States were to ratiPj
the Protocol our nation would be required to reduce emissions to 93% of

1990 levels over five-year period from 2008 through 2012 The United States has not ratified the Protocol The Protocol

which expires In 2012 has received sufficient support from enough nations to enter Into force and will become binding on all

those countries that have ratified it

As part of the United Nations Framework Convention on Climate Change representativos from 187 nations met In Bali

Indonesia in December 2007 to discuss program to limit greenhouse gas emissions after 2012 The United States participated

In the confaronce The convention adopted what is called the Bali Action Plan The Bali Action Plan contains no binding

commitments but concludes that deep cuts in gLobal emissions will be required and provides timetable for two years of

talks to shape the first formal addendum to the 1992 United Nations Framework Convention on Climate Change treaty since

the Kyoto Protocol The ultimate outcome of the Bali Action Plan and any treaty or other arrangement ultimately adopted by

the United States or other countries may have material adverse impact the global supply and demand for coal and the costs

to consume coal and conduct our operations This is particularly true if cost effective technology for the capture and

sequestration of carbon dioxide is not sufficiently developed

Although the Protocol is still not binding on the United States and the Bali Action Plan is just commencing and because

no comprehensive regulations focusing on greenhouse gas emissions are in place these restrictions
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whether through ratification of global agreements or other efforts to stabilize or induce greenhouse gas emissions could

adversely affect the price and demand for coal Countries that have to reduce emissions may use less coal affecting demand for

United States export coal There could be pressure on companies in the United States to reduce emissions if they want to trade

with countries that are part of the Protocol or subsequent global agreements Prom time to time Congress may consider various

proposals to tax or otherwise limit greenhouse gas emissions In addition some states and municipalities in the United States

have adopted or may adopt in the future regulations on greenhouse gas emissions Some states and municipal entities have

commenced litigation
in different jurisdictions seeking to have certain utilities including some of our customers reduce their

emission of carbon dioxide If successful there could be limitation on the amount of coal our customers could utilize Any of

-these measures could affect coal demand at utilities in the United States See BusinessEnvironmental and Other Regulatory

Matters for discussion of some of the environmental and other regulations affecting our business

Fluctuations in transportation costs and the availability or reliability of transportation could reduce revenues by

causing us to reduce our production or Impairing our ability to supply coal to our customers

Transportation costs represent significant portion of the total cost of coal for our customers and as result the cost of

transportation is critical factor in customers purchasing decision Increases in transportation costs could snake coal less

competitive source of energy or could make our coal production less competitive than coal produced from other sources

Some of our mines depend on single transportation carrier or single mode of transportation Disruption of any of these

transportation services due to weather-related problems flooding drought accidents mechanical difficulties strikes lockouts

bottlenecks and other events could temporarily Impair our ability to supply coal to our customers Transportation providers

may fbce difficulties in the future that may impair our ability to supply coal to our customers resulting In decreased revenues

If there are disruptions of the transportation services provided by the piimaiy Tail barge or truck carriers that transport

our produced coal and we are unable to snake alternative transportation arrangements to ship our coat our business could be

adversely affected

Because our profitability Is substantially dependent on the availability of an adequate supply of cost reserves that can

be mined at competitive costs the unavailability of these types of reserves would cause ens profitability to decline

We have not yet applied for all of the permits required or developed the mines necessary to use all of our reserves

Furthermore we may not be able to mine all of out reserves as profitably as we do at our current operations Our planned

development projects and acquisition activities may not result in significant additional reserves and we may not have

continuing success developing new mines or expanding existing mines beyond our existing reserves Most of our mining

operations are conducted on properties owned or leased by us Because title to most of our leased properties and mineral rights

is not thoroughly verified until permit to mine the property Is obtained our right to mine some of our reserves may be

materially adversely affected If defects in title or boundaries exist In addition in order to develop our reserves we must

receive various governmental permits We may be unable to obtain the permits necessary for us to operate profitably in the

future Some of these permits are becoming increasingly more difficult and expensive to obtaiu and the review process

continues to lengthen

Our profitability depends substantially on our ability to mine coal reserves that have the geological characteristics that

enable thorn to be mined at competitive costs and to meet the quality needed by our customers Replacement reserves may not

be available when required or if avaIlable may not be capable of being mined at costs comparable to those characteristic of

the depleting mines We may not be able to accurately assess the geological characteristics of any reserves that we now own or

subsequently acquire which may
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Extensive environmental regulations affect our customers and could reduce the demand for coal as fuel source and cause our

sales to decline

The operations our customers are subject to extensive laws and regulations relating to emissions to air and discharges to water plant and

wildlife protection the storage treatment and disposal of wastes and permitting of operations These requirements are significant part of the

costs of their respective businesses and their costs are increasing as environmental requirements become more stringent These requirements

could adversely affect our sales by causing coal to become less attractive fuel source of energy

In particular the Clean Air Act and similar state and local laws extensively regulate the amount of sulfur dioxide particulate matter

nitrogen oxides mercury and other compounds emitted into the air from electric power plants which are the largest end-users of our coal

series of more stringent requirements are expected to become effective in coming years Such requirements may require significant emissions

control expenditures for coal-fired power plants

For example the final CAIR was issued by the EPA in 2005 The rule calls for power plants in Texas and 27 states bordering or east of the

Mississippi River and the District of Columbia to reduce emission levels of sulfur dioxide and nitrous oxide At full implementation CAIR is

estimated by the EPA to cut regional sulfur dioxide emissions by more than 70% from the 2003 levels and to cut nitrogen oxide emissions by

more than 60% from 2003 levels States must achieve the required emission reductions using one of two compliance options The first

alternative is for the state to require power plants to participate in an EPA administered cap-and-trade system that caps emissions in two

stages This cap and trade approach is similar to the system now in effect under other regulations controlling air pollution Alternatively state

can elect to meet specific state emissionsbudget through measures of the states choosing These state measures will be at least as stringent as

those imposed by CAIR The stringency of the caps may require many coal-fired sources to install additional pollution control equipment to

comply This increased sulfur emission removal capability caused by the proposed rule could result in decreased demand for low sulfur coal

potentially driving down prices for low sulfur coal After the passage of CAIR different entities and organizations challenged the rule on

various bases The U.S Court of Appeals for the D.C Circuit State of North Carolina et EPA No 05-1244 on July 112008 issued its

decision in litigation challenging CAIR The decision vacated CAIR and the CAIR federal implementation plan in their entirety The decision

remanded CAIR to EPA to promulgate rule that complies with the courts opinion The court ruled against the EPA on several of the core

aspects of the rule including CAIRs use of unrestricted interstate trading the 2015 compliance deadline for Phase of CAIR the use of Title

IV allowances at heightened surrender ratio for compliance with the SO part of CAIR and EPAs determination of the SO and NOx

emission budgets The court also struck down emission allowance trading in CAIR holding that unrestricted trading might result in no

emission reductions in an upwind state thereby preventing the EPA from fulfilling its responsibility under the Clean Air Act to prohibit

sources in one state from contributing to non-attainment in another state Ultimately this ruling may significantly impact the EPAs potential

future ability to address interstate pollution transport with cap-and-trade system The court also rejected an EPA fairness argument and

ruled that it was inappropriate for the EPA to divide region wide NOx budget among the states and essentially remove each states

responsibility to eliminate its own significant contribution to downwind pollution After this ruling later in 2008 the EPA petitioned the court

for rehearing After briefing by all parties in December 2008 the court ruled that complete vacatur of the rule would sacrifice clear benefits

to public health and the environment while the EPA works to fix the deficiencies found by the court Thus CAIR will be in effect while the

EPA modifies the rule How the EPA will proceed to modify CAIR is uncertain at this time
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In 2005 the EPA finalized CAMR for controlling mercury emissions from power plants by imposing two-step approach to reducing

between now and 2018 the total mercury emissions allowed from coal-fired power plants nationwide The approach adopted sets mandatory

declining cap on the total mercury emissions allowed from coal-fired power plants nationwide This cap-and-trade approach is similar to the

approach under the CAIR rule discussed above This approach which allows mercury emissions trading when combined with the CAIR

regulations will reduce mercury emissions by nearly 70% from current levels once facilities reach final mercury cap which takes effect in

2018 Current mercury emissions from United States power plants are about 48 tons per year The first phase cap is 38 tons beginning in 2010

EPA estimates that much of this reduction will come as co-benefit of the pollution control devices installed under the CAIR regulations

The final cap is set at 15 tons per year beginning in 2018 Each state has been allocated budget of mercury emissions and must submit plan

on meeting its budget for mercury reductions The states are not required to adopt the cap-and-trade approach but many took that approach

Alternatively state can elect to meet specific state emissions budget through measures of the states choosing On February 82008 the

United States Court of Appeals for the District of Columbia Circuit struck down the EPAs regulations for reducing mercury emissions from

coal-fired power plants The effect of the courts ruling is to maintain power plants on the list of hazardous air pollutant sources subject to

regulation under section 112 of the Clean Air Act and to invalidate the EPAs cap-and-trade approach to regulation of mercury emissions

Both the EPA and industry appealed the decision to the United States Supreme Court after the lower court denied petition for rehearing In

February 2009 EPA announced it would withdraw this appeal and proceed to draft regulations for use ofmaximuin achievable control

technologies or MACT under section 112 of the Clean Air Act and if the United States Supreme Court declined to rehear the case The

EPA recently entered into settlement agreement under which the EPA committed to issue proposed MACT rule restricting emissions of

hazardous air pollutants including mercury from coal-fired power plants by March 2011 and to issue final rule by November 2011 The EPA

has indicated that all existing coal-fired power plants will be required to comply with such standards within four years of final rule MACT

standard could increase the cost of consuming coal and impact the demand for coals with various amounts or compounds of mercury contained

therein

The United States and more than 160 other nations are signatories to the 1992 United Nations Framework Convention on Climate Change

which is intended to limit emissions of greenhouse gases such as carbon dioxide which is major by-product of burning coal In

December 1997 in Kyoto Japan the signatories to the convention agreed to the Kyoto Protocol the Protocol which is binding set of

emission targets for developed nations Although the specific emission targets vary from country to country if the United States were to ratify

the Protocol our nation would be required to reduce emissions to 93% of 1990 levels over five-year period from 2008 through 2012 The

United States has not ratified the Protocol The Protocol which became effective in 2005 and expires in 2012 requires the industrialized

countries that have ratified it to significantly reduce their GHG emissions

As part of the United Nations Framework Convention on Climate Change representatives from 187 nations met in Bali Indonesia in

December 2007 to discuss program to limit greenhouse gas emissions after 2012 The United States participated in the conference The

convention adopted what is called the Bali Action Plan The Bali Action Plan contains no binding commitments but concludes that deep

cuts in global emissions will be required and provides timetable for two years of talks to shape the first formal addendum to the 1992 United

Nations Framework Convention on Climate Change treaty since the Kyoto Protocol Although the Protocol is still not binding on the United

States and the Bali Action Plan is just commencing these restrictions whether through ratification of global agreements or other efforts to

stabilize or reduce greenhouse gas emissions could adversely affect the price and demand for coal Countries that have to reduce emissions

may use less coal affecting demand for United States export coal There could be pressure on companies in the United States to reduce

emissions if they want to trade with countries that are part of the Protocol or subsequent global agreements

U.S legislative and regulatory action also may address greenhouse gas emissions In June 2009 the Waxnian-Markey bill which would

establish cap-and-trade program designed to achieve substantial reductions in greenhouse gas emissions passed the U.S House of

Representatives Similar legislation currently is under consideration in the U.S Senate EPA also has commenced regulatory action that could

lead to controls on carbon dioxide from larger emitters such as coal-fired power plants and industrial sources In advance of federal action state

and regional climate change initiatives such as the Regional Greenhouse Gas Initiative of eastern states the Western Regional Climate Action

Initiative and recently enacted California legislation are taking effect before federal action In addition some states and municipalities in the

United States have adopted or may adopt in the future regulations on greenhouse gas emissions Some states and municipal entities have

commenced litigation in different jurisdictions seeking to have certain utilities including some of our customers reduce their emission of

carbon dioxide

Considerable uncertainty is associated with these air emissions initiatives The content of new treaties legislation or regulation is not yet

determined and many of the new regulatory initiatives remain subject to review by the agencies or the courts Predicting the economic effects

of climate change legislation is difficult given the various alternatives proposed and the complexities of the interactions between economic and

environmental issues Any more stringent air emissions requirements however are likely to impose significant emissions control expenditures

on many coal-fired power plants and industrial boilers and could have the effect of making them unprofitable As result these generators may

switch to other fuels that generate less of these emissions possibly reducing future demand for coal and the construction of coal-fired power

plants In this regard many of our coal supply agreements contain provisions that allow purchaser to terminate its contract if legislation is

passed that either restricts the use or type of coal permissible at the purchasers plant or results in specified increases in the cost of coal or its

use to comply with applicable ambient air quality standards Any switching of fuel sources away from coal closure of existing coal-fired

plants or reduced construction of new plants could have material effect on demand for and prices received for our coal




