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UK Coal : Strong platform for value creation

Mining

• Daw Mill demonstrating improved reliability

• Kellingley and Thoresby on track for new seams

• Development performance significantly improved

• Long term pricing remains good despite short term volatility

Harworth Estates

• Continuing to progress planning – market appears to be stabilising

• Long term opportunity remains undiminished
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Results for First Half of 2009

• Total sales 3.6mt (2008 H1: 3.7mt)

• Total production 3.7mt (2008 H1: 3.7mt)
• Deep mines 3.0mt (2008 H1: 2.8mt)
• Surface mines 0.7mt (2008 H1: 0.9mt)

• Average realised sales price £1.80 / gigajoule (2008 H1: £1.79/GJ)

• Revenue £159.8m (2008 H1: £172.9m)

• Harworth Estates loss £36.2m after revaluation loss of £37.4m (2008 H1: profit £20.5m 
after revaluation gain of £19.8m)

• Operating loss before property revaluation and non-trading exceptionals £38.1m (2008 
H1: £24.0m loss)

• Loss per share 51.8 pence  (2008 H1: 6.5 pence loss per share)

• Net assets £128.3m (December 2008: £300.4m) after increase in retirement benefit 
obligations of £92.0m and loss for the period of £81.5m
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Outlook

• Second half: difficult geology at Kellingley and Thoresby

• New seams opening in Q1 2010

• Significantly improved mining productivity from 2010

• Costs reduced by closure of Welbeck

• Deep mine output to be broadly unchanged

• Pricing outlook progressively better 2010-2012 as new contractual framework 

builds up

• Strong pipeline of planning approvals at Harworth Estates

• Project Worth estimate £886m in 2014 - unchanged



GROUP FINANCIALS 
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Segmental Income Statement

£m H1 2009 H1 2008 FY 2008

Deep mines (35.9) (24.2) (12.8)

Surface mines (3.2) 5.0 10.4

 - surface mines restoration provision - (5.6)

Other (0.2) 0.1 (0.5)

Total mining, including power (39.3) (24.7) (2.9)

Property

Realised gains from investment properties 0.7 0.1 3.7

Other income less expenses 0.5 0.6 1.0

Revaluation of investment properties (37.4) 19.8 -

Total property (36.2) 20.5 4.7

Operating (loss)/profit before non-trading exceptionals (75.5) (4.2) 1.8

Non-trading exceptionals 3.7 (0.9) (4.0)

Operating loss (71.8) (5.1) (2.2)

JV profits 0.4 0.6 1.5

Net finance costs (10.1) (5.4) (14.9)

Loss before tax (81.5) (9.9) (15.6)
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Tonnage Commitments as of end June 2009

*    Fully floating tonnage is priced off API#2, the industry benchmark for NW Europe, plus a delivery premium

**   Caps and floor prices are subject to indexation

***  Indexation is RPI based

m tonnes Total 2009 2010 2011 2012 2013 2014 2015

Fully floating* 4.6 0.6 1.3 1.3 1.3 0.1 - -

Floating within caps and floors** 8.9 0.8 1.2 2.5 3.1 0.4 0.6 0.3

Fixed subject to indexation*** 7.5 2.3 3.9 1.3 - - - -

Fixed 11.2 0.6 1.1 2.1 1.9 1.9 1.8 1.8

Total 32.2 4.3 7.5 7.2 6.3 2.4 2.4 2.1

Options to purchase coal granted at 

fully floating prices 3.0 - - 0.5 0.5 1.0 1.0 -
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Contractual Commitments:  

Average Realised Sales Price £/GJ

RPI assumed to increase at 2% per annum
Excluding options granted or unsold coal
API#2 assumptions presumed to increase in line with 2% RPI assumption

API#2 Assumptions £/GJ 2009 2010 2011 2012 2013 2014 2015

£3.00 2.08 2.12 2.54 2.94 2.55 2.52 2.50

£2.75 2.04 2.08 2.48 2.84 2.54 2.52 2.50

£2.50 2.01 2.03 2.41 2.74 2.54 2.52 2.50

£2.25 1.97 1.97 2.30 2.57 2.49 2.47 2.46

£2.00 1.94 1.92 2.20 2.40 2.48 2.46 2.46

£1.75 1.88 1.88 2.14 2.32 2.47 2.46 2.46

£1.50 1.85 1.84 2.10 2.27 2.46 2.46 2.46

Total contracted tonnage m tonnes 4.3 7.5 7.2 6.3 2.4 2.4 2.1

Source:  API#2 – McCloskey Group / TFS Brokers

Basis:    <1%S, CIF NW Europe, 6000 Kcal / Kg NAR (25.121 GJ/Tonne)

Forward Prices based on latest information as at 21 August 2009  converted into sterling at $1.65/£

Historic prices converted into sterling at historic exchange rates

API#2 Historic Spot/Current Forward Prices
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Revenue

£m H1 2009 H1 2008 FY 2008

Deep mines output (m tonnes) 3.0 2.8 6.2

Surface mines output (m tonnes) 0.7 0.9 1.7

Production (m tonnes) 3.7 3.7 7.9

Sales (m tonnes) 3.6 3.7 7.9

Average sales price (£/GJ) 1.80 1.79 1.62

Average calorific value (GJ/tonne) 24.0 24.8 24.4

£m £m £m

Coal sales 153.9 161.8 368.5

Other mining and power 2.6 3.1 6.2

Other sales 0.5 5.4 12.6

Rental income 2.8 2.6 5.2

Revenue 159.8 172.9 392.5
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Mines : Overview

Deep mines figures now include power costs – comparatives now include: H1 2008 £0.4m; FY 2008 £2.3m.

• Deep mine costs showing impact of increased incentives and development costs at Daw Mill following 

increase in development and production, and of geological issues at Kellingley and Thoresby

• Surface mine costs increased due to higher proportion of “muckshift” to coal production

H1 2009 H1 2008 FY 2008 H1 2009 H1 2008 FY 2008

Deep mines m tonnes m tonnes m tonnes £m £m £m

Daw Mill 1.7 1.6 3.2 55.1 45.7 96.9

Kellingley 0.4 0.5 1.2 38.1 35.7 72.4

Thoresby 0.4 0.3 0.9 31.7 32.9 63.1

Welbeck 0.5 0.4 0.9 28.9 26.8 57.7

Total deep mines before stock movements 3.0 2.8 6.2 153.8 141.1 290.1

Stock movements (8.8) (4.4) (3.0)

Total deep mines after stock movements 145.0 136.7 287.1

Surface mines 0.7 0.9 1.7 33.3 31.6 63.1

Cost per gigajoule (£1.92/GJ) (£1.52/GJ) (£1.61/GJ)

2008 restoration provision - 5.6 -

Total mining production/costs 3.7 3.7 7.9 178.3 173.9 350.2

Production Cash cost before depreciation
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Operating Costs

*Operating costs exclude non-trading exceptionals

£m H1 2009 H1 2008 FY 2008

Deep mines costs excluding depreciation 145.0 136.7 287.1

Surface mines costs (including SM amortisation), excluding depreciation 33.3 31.6 63.1

Revaluation of SM restoration provisions - 5.6 - 

Total mining costs, excluding depreciation 178.3 173.9 350.2

Other costs 2.4 2.8 6.3

Costs including surface mine amortisation excluding depreciation 180.7 176.7 356.5

Depreciation/diminution 17.9 20.3 37.9

Total costs* 198.6 197.0 394.4
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Exceptionals, Finance and Tax

Finance costs
• Bank interest and other includes £1.6m amortisation of loan issue costs (2008 H1: £0.7m)

• Due to changes in bank market, loan rates been varied which have made interest rate swaps 

ineffective for hedge accounting purposes 

• Interest rate on debt c.8%

£m H1 2009 H1 2008 FY 2008

Non-trading exceptional items

Profit on sale of joint venture 6.5 - -

Closures and redundancies (0.7) (0.4) (0.6)

Costs associated with Harworth colliery (2.2) (0.5) (3.4)

3.6 (0.9) (4.0)

Net finance costs

Bank interest and other (7.1) (5.5) (11.4)

Generator loan/prepayment interest (0.8) - -

Mark to market gains on fair value of swaps - 2.1 0.8

Unwinding of discount on provisions (2.2) (2.0) (4.3)

(10.1) (5.4) (14.9)

Tax
• Trading losses and excess capital allowances at Dec 08 estimated at £145m and £105m respectively

• Capital losses in excess of £380m
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Income Statement

£m H1 2009 H1 2008 FY 2008

Revenue 159.8 172.9 392.5

Total costs (198.6) (197.0) (394.4)

Profits on disposal of investment properties 0.7 0.1 3.7

Operating (loss)/profit before revaluation of investment properties (38.1) (24.0) 1.8

Revaluation of investment properties (37.4) 19.8 -

Operating (loss)/profit before non-trading exceptionals (75.5) (4.2) 1.8

Profit on sale of joint venture 6.5

Closures/redundancies (0.7) (0.4) (0.6)

Harworth (2.1) (0.5) (3.4)

Operating loss (71.8) (5.1) (2.2)

JV profits 0.4 0.6 1.5

Finance costs (10.1) (5.4) (14.9)

Loss before tax (81.5) (9.9) (15.6)

Tax - (0.3) (0.1)

Loss after tax (81.5) (10.2) (15.7)

Loss per share (pence) (51.8) (6.5) (10.0)
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Cashflow

£m H1 2009 H1 2008 FY 2008

Operating loss (71.8) (5.1) (2.2)

Revaluation of property 37.4 (19.8) -

Profits on sale of fixed assets and investment properties (0.7) (0.1) (3.7)

Depreciation/diminution 17.9 20.3 37.9

Profit on sale of joint venture (6.5) - -

Surface mines restoration provision revaluation - 5.6

Working capital 5.4 (15.6) (13.1)

Other movements 2.1 3.1 (10.0)

Finance costs/interest payments (7.6) (4.8) (10.8)

(23.8) (16.4) (1.9)

Deep mines

Capital expenditure (30.5) (14.4) (25.8)

Net payment re provisions (1.2) (10.5) (7.3)

Fixed asset disposals 0.1 - 0.2

(31.6) (24.9) (32.9)

Surface mines

Amortisation of restoration assets 6.8 5.7 12.6

Pre-coaling expenditure (3.0) (5.4) (6.2)

Restoration payments (11.4) (3.9) (8.9)

(7.6) (3.6) (2.5)

Harworth Estates

Proceeds of sales 5.4 0.9 6.0

Planning and development (4.4) (6.2) (14.1)

1.0 (5.3) (8.1)

Pension deficit payments (1.7) (2.5) (7.7)

Net movement in restricted funds 1.3 11.7 20.3

Proceeds from sale of joint venture 8.7 - -

Generator loans / prepayments 47.3 - -

Movement in net bank debt, less unrestricted cash (6.4) (41.0) (32.8)
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Borrowings – Bank Debt

*Coal Authority deposits in respect of surface damage (subsidence) and cash held in Harworth Insurance, UK Coal’s UK based captive 

insurance company.

£m Jun-09 Movement Dec-08

Gross bank debt (152.9) 26.5 (179.4)

Unrestricted cash 9.4 (32.9) 42.3

Net bank debt less unrestricted cash (143.5) (6.4) (137.1)

Generator loans and prepayments (47.3) (47.3) -

Total debt less unrestricted cash (190.8) (53.7) (137.1)

Restricted cash* 27.5 (1.3) 28.8

Total net debt (163.3) (55.0) (108.3)

Shareholders' funds 127.8 300.4

Bank gearing, excluding restricted cash 112.3% 45.6%

Total gearing, excluding restricted cash 149.3% 45.6%
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Balance Sheet

£m H1 2009 H1 2008 FY 2008

Fixed assets

Operating assets 194.4 191.0 181.8

Surface mines development assets 24.7 31.1 28.5

Investment properties 366.9 413.9 404.7

Deferred tax asset 36.1 36.0 36.1

Other 2.2 3.4 4.2

624.3 675.4 655.3

Inventories 58.5 46.2 46.7

Debtors 25.4 42.4 40.0

Creditors (106.4) (103.3) (104.1)

Other (8.8) (0.9) (9.3)

Gross bank debt, less available cash (143.5) (145.3) (137.1)

Generator loans and prepayments (47.3) - -

Provisions (105.4) (130.4) (115.9)

Restricted cash 27.5 37.4 28.8

Pensions (196.0) (101.7) (104.0)

Total net assets 128.3 319.8 300.4

Net assets per share (pence) 82 204 191
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Retirement Benefit Liabilities

Industry Wide Schemes
• Two sectionalised schemes and small Blenkinsopp fund set up on privatisation

• Closed to new members but legally cannot be closed to future service

• Funding negotiations in 2010 on next triennial valuation as of December 2009

Concessionary Fuel Scheme
• Unfunded post employment liability

£m Total Pensions Fuel

Deficit January 2009 (104.0) (74.8) (29.2)

Contributions paid less current service cost 3.1 2.9 0.2

Interest cost less expected return on assets (3.5) (2.5) (1.0)

Difference between actual return and expected return on assets (13.6) (13.6) -

Actuarial loss on liabilities (78.0) (74.5) (3.5)

Deficit June 2009 (196.0) (162.5) (33.5)

Pensions: principal assumptions

Deficit contributions H1 2009 £2.1m Rate of price inflation 3.3% (Dec 2008: 2.6%)

Expected 2009 contributions c.£21m Discount rate 6.2% (Dec 2008: 6.5%)

Value of schemes' assets £318m (Dec 2008: £317m) Return on assets 6.4% (Dec 2008: 6.4%)

Value of schemes' liabilities £481m (Dec 2008: £392m) Longevity (male retiring at 60) 82.0 - 84.7 years
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Provisions

£m

Within 1 

year

Within 1-2 

years

Within 2-5 

years

More than 5 

years

June 2009 

Total

Restricted 

cash

Dec 2008 

Total 

provisions

Provisions offset by restricted funds

Employee insurance liabilities etc 7.1 4.5 6.5 0.6 18.7 19.1 18.7

Surface damage (subsidence) 3.6 2.5 5.2 1.7 13.0 8.5 13.4

10.7 7.0 11.7 2.3 31.7 27.6 32.1

Provisions to be funded

Surface Mining site restoration 16.6 7.8 16.9 8.0 49.3 59.4

Deep Mines - 1.3 3.6 18.8 23.7 23.2

.

Redundancy 0.8 - - - 0.8 1.2

17.4 9.1 20.5 26.8 73.8 83.8

Total provisions 105.5 115.9

• Employee insurance and surface damage provisions covered by restricted cash and bonds

• Surface mine restoration provisions set up in full on coaling new mine.  

Amortisation of £6.8m (2008 H1: £5.7m) covers amortisation of pre and post coaling costs

• Deep mines provisions relate to closure of Welbeck 2010-2012 and other deep mines 2017 onwards



MINING AND POWER
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Mining : Overview

Market environment

• Short term demand for coal affected by economic recession

• 2010 onwards - coal price indicators stronger

• Very strong customer relationships helping to support investment in the future

• New and amended contracts now in place

Developing the business

• Three high performing deep mines 

• Daw Mill showing reliability and productivity

• New seams at Kellingley and Thoresby Q1 2010

• Increased development metreage - Daw Mill first half higher than entire 2008
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Deep Mines

Daw Mill

• Belt replacement programme in Q4 2008 has improved reliability of the mine

• Fastest 2m tonnes in year ever mined from single coal face achieved 8 August 2009

• Successful development programme of 2,700m in H1 2009 compared to 2,000m in FY 2008

Kellingley

• Poor geology has blighted the old panel throughout the period

• Moved production to next panel early before completion of old panel to improve reliability

• Ramp on new panel (last in old seams) now completed, albeit with more difficulty than anticipated

• Work on first panel of new Beeston seam on track to commence early 2010 although behind target

Thoresby

• Despite difficult geology, performance expectations met

• Mining plan for new panel modified to mitigate problems experienced on previous panel

• New panel commenced in July, although ramp up slower than expected

• Good progress on new Deep Soft seam on track to commence Q1 2010

Welbeck

• Performance expectations met for the first half year

• Final panel starting September

• Closure now likely in Q1 2010 when reserves exhausted
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Surface Mines

Surface mines output of 0.7m tonnes (2008 H1: 0.9m tonnes)

• Production at Cutacre affected by former mine workings 

• Steadsburn output affected by need to get through thin seams to good coal

• Muckshift to coal production ratio higher than expected

• Resulting increase in cost per GJ 

Second half 

• Expecting a much improved operational performance

• Cutacre and Steadsburn issues resolved

• Significantly improved extraction cost per GJ

• Decided to delay Park Wall North in light of fall in short term demand
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Mining : Future

Improved productivity.  Improved pricing outlook. Substantial reserves.

• Daw Mill Current block 20+mt to c.2016 

Then potentially 400’s block - investment 2010+

- 30-40+m tonnes potential coal

• Kellingley 20mt in Beeston project to c.2019  

Additional potential thereafter

• Thoresby 12mt in Deep Soft to c.2017

• Welbeck Closure in Q1 2010

• Surface Mines Moving towards sustainable 2+mt for 10 years+

*Estimated production/delivered tonnages



HARWORTH ESTATES
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Harworth Estates

• Prince of Wales/Baileycross, Pontefract –planning consent received for 917 

homes and 260,000 sq ft of office, retail and community uses

• In H1 2009 we received planning committee approvals for 169 homes and 

submitted planning applications for 585 homes and 370,000 sq ft of 

commercial space

• Continued progress in creating land value – in H1 2009 detailed 

representation made for circa 5,250 homes and 1.2m sq ft of commercial 

space

• Waverley, South Yorkshire – planning applications for new community 

(c.3,890 house plus c. 165,000 sq ft ancillary commercial and leisure) and 

change of existing consent to Government campus expected to go to 

committee in H2

• Project Worth estimate £886m in 2014 – mid case
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RICS Valuation

*    Like-for-like percentage change takes account of properties changing classification together with an adjustment for 
expenditure and disposals

• 9% like-for-like decrease in RICS valuation

• Lower house prices and softening yields depressed portfolio valuation for non agricultural land by c.15%*

• Agricultural land valuations increased by 5% in H1 2009*

RICS VALUATION Jun-09 Dec-08 % Jun-08 Dec-08

like-for-like*

Agricultural 115.6 110.2 5% 111.7 119.2 

Undeveloped land 202.5 239.5 (15%) 253.0 231.1

Commercial land with rental income 48.8 54.6 (11%) 52.8 54.3 

Investment Properties at valuation 366.9 404.3 (9%) 417.5 404.7 

Operational 15.3 17.7 (13%) 21.0 17.6 

Total Properties at valuation 382.2 422.0 (9%) 438.4 422.3 
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Summary

Mining

• Daw Mill demonstrating improved reliability

• Kellingley and Thoresby on track for new seams

• Development performance significantly improved

• Long term pricing remains good despite short term volatility

Harworth Estates

• Continuing to progress planning – market appears to be stabilising

• Long term opportunity remains undiminished



Thank you
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2009 H1 : Principal Events 

Baileycross, Pontefract (J32 M62 / A1M)

• Outline Planning Consent for phase 1 

• 917 homes and 261,000 sqft office / employment space

Waverley J33 M1 Sheffield Parkway

• Evolution Park, 94,000 sqft built (25% let), part of Advanced Manufacturing Park, 

• Highfield Commercial 550,000 sqft – planning for change of use to 694,000 sqft 

Government office relocation campus 

• New Community 3,890 new homes

• Planning applications submitted for New Community and Government office use -

both expected to go before committee H2

Rossington Regeneration (J3 M18 Doncaster)

• Eco-town programme successfully confirmed site suitable as a major housing led 

regeneration scheme despite not being one of first four locations selected by 

Government – Phase 1, up to 2,000 homes, potential for further development

Appendix I
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2009 H1 : Principal Events Appendix I

Cutacre (J4 M61 Bolton) –major strategic site adjoining Greater Manchester 

motorway network

• Evidence submitted to support inclusion in Bolton’s Core Strategy as potential 271 

acre premium mixed use Business Park following completion of restoration in 2013

Gascoigne Wood - 165 acre strategic rail connected site with potential for 

approx 93,000 sq m (1m sq ft) employment use

• Strong development interest driven by ability to utilise both excellent rail connectivity 

and power infrastructure

• Court of Appeal dismissed challenge to planning permission decision

Bates Staithes (Northumberland), Little Houghton (Barnsley), Ellington 

(Northumberland) and Killamarsh (NE Derbyshire)

• Planning committee approvals for 169 homes. 

• Applications submitted for 34,400 sq m (370,000 sq ft) of commercial development and 

585 new homes

Growth Point designated areas cover several of our residential schemes
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2009 H1: RICS value of principal sites

£ m

Waverley, Sheffield - new community 20-50

Highfield Commercial - JV with Helical for Government Campus 7.5-10

AMP -successful JVôs with Yorkshire Forward & Strategic Sites5 -7.5

Baileycross, Pontefract - 297 acres, 1,300 homes, 261k sq ft employment * 20-50   

Cutacre, Bolton - 271 acres, employment 10-20

Rossington, Doncaster - 358 acres, phase 1, circa 2,000 homes 10-20

Harworth, Nottinghamshire - 102 acres, residential & employment 10-20

North Gawber, Barnsley - 39 acres, residential 5 -7.5

Asfordby, Leicestershire - 69 acres, 650k sq ft employment 10-20

Gascoigne Wood, N. Yorks - 165 acre, rail and grid connected commercial 10-20

Appendix II

* Phases I & II
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Project Worth estimates at December 2008

2012 2013 2014

• December 2006 £800 m

• December 2007 £935 m £1 bn

• December 2008 mid case £668 m £783 m £886 m

Portfolio of:

• Projects 77

• Gross acreage 13,290 acres

• Net developable 3,790 acres

Ultimately supporting : 2014

• Housing c 30,000 plots on 1,649 net acres

• Commercial c 32m sq ft on 2,141 net acres

• Total development on 3,790 net acres £738 m

• Agricultural on 31,700 gross acres £148 m

£ 886 m

Worth in 2008 money ïno tax or clawback ïno development profits

Appendix III
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UK electricity generation by fuel type

• Steady decline in nuclear coupled with high coal price in summer both helped increase gas burn in 2008

• 2008 first year of Large Combustion Plant Directive influence

Source: DECC Energy Statistics

(%) 2000 2001 2002 2003 2004 2005 2006 2007 2008

Coal 32.1 34.4 32.3 35.0 33.6 34.1 38.0 34.7 32.1

Gas 40.6 38.1 40.6 38.5 41.1 39.6 36.9 43.2 47.5

Nuclear 21.9 22.8 22.1 21.8 19.7 20.0 18.5 15.3 12.9

Oil 1.7 1.3 1.2 1.1 1.1 1.2 1.2 1.1 1.3

Renewables/Others 3.7 3.4 3.8 3.6 4.5 5.1 5.4 5.7 6.2

TOTAL 100 100 100 100 100 100 100 100 100

Appendix IVa
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Steam Coal Supplies to UK Market 2008
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Appendix IVb
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Electricity Generation:

Capacity & Peak Demand Projections

• Annual demand expected to grow by 

~1% per annum

• 20GW by 2020 new build requirement

• 8GW Committed new build

• 1.7GW New interconnector

• Increasing interest in new build as 

margins widen

• Turbine/construction market tight in 

face of high global demand

• Projected closures to 2020:

• 1.5 GW Magnox

• 8.4 GW Opted–out coal

• 10.1 GW Opted-in coal

• 3.5 GW Oil

• 5.9 GW Nuclear 

Source: Oxera, March 2009
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Predicted coal burn

for UK power generation
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Appendix IVe
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UK COAL Principal Locations Principal locations

Appendix V
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Disclaimer

• These presentation slides contain certain forward-looking statements with respect to the 

operations, performance and financial condition UK COAL.  By their nature, these statements 

involve uncertainty since future events and circumstances can cause results and developments 

to differ materially from those anticipated.  The forward-looking statements reflect knowledge 

and information available at the date of preparation of these slides and UK COAL undertakes no 

obligation to update these forward-looking statements.  Nothing in this presentation should be 

construed as a profit forecast.

• In making these presentation slides available, UK COAL makes no recommendation to buy, sell 

or otherwise deal in shares in the Group or in any other securities or investments whatsoever, 

and you should neither rely nor act upon, directly or indirectly, any of the information contained in 

this presentation in respect of any such investment activity.  Past performance is no guide to 

future performance.  If you are considering engaging in investment activity, you should seek 

appropriate independent financial advice and make your own assessment.

• By accepting these presentation slides, you agree to be bound by the above conditions and 

limitations.


