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’d like to talk about the 4™ driver for growth and ['m not sure how much this gets talked about in
other sections. But the Btu conversion technology are very very hot right now, These
technologies are key to expanding cur current traditional market in electricity generation, but more
importantly, the cencept of coal to gas and ceal to liquid are extremely powerful, and we're seeing
and having discussion with parties currently. You look at the generating side - what’s happening
with our Prairie State campus - this is a concept of taking a couple hundeed million tons of [ilinois
basin coal and putting a power plant right on top of it, collapsing the transportation supply chain
and providing economies and efficiencies on the scale and location and utilizing reserves that had
been trapped for a period of time. Now the mode] that we’ve used here works and its indifferent to
whether its an electricity generation facility, whether its an oil producing facility from coal or
whether it’s a pipeline natural gas quality producing facility from coal all sitting on Peabody sites.

Now these technologies are real and they are today’s technologles. These are not emerging,
they are not new. They only necded the market to recognize that they hava a place and time.
Coal gasification for pipeline quality natural gas - it looks like somewhere in a $5 to $6 per million
Btu range, fully loaded. Coal to liquid, which is either diesel fuel or gasoline - $35 to $45
prospects, So you ¢an understand why the interest and the discussions that we are having with the
providers of this technology has increased significantly over the course of the last 6 to 9 months.

And lasily, coal can be turned into hydrogen. The FutureGen plant, which is the IGCC power
plant coupled with carbon sequestration and hydrogen production which has been funded jointly
between the federal government and a consortium of coal and utilities. It’s really designed to show
that that technology will be commercial and will provide the ability to supply hydrogen fuel for the
fransportation sector of the future from coal. And why de I focus on the future of Btu conversion
technology? Because it is so meaningful for the company that has nearly 205 million Btu’s. Just
don’t ask me how many zeros that is. But we talk about the size of Peabody’s coal reserves and
this chart puts it in perspective.

On a Btu equivalent basis, our reserves are nearly double the proven oil reserves in the continental
.S, they are greater than the proven oil and gas reserves of the largest market-capped company in
the U.5., and they’re greater than the natural gas reserves in the continental U.S. The reserves are
important because to build these large facilities, you need a large block of contiguous reserves. As
we look at our 9+ billion tons of coal in this country we've got 30 sites where we have a 100
million ton block of coal that can be converted to gas, converted to liquids, converted to electricity.
Put it into another context, our coal reserves represent five years of all U.3, electricity demand and
10 years of al} U.S. natural gas demand, and 42 vears of diesel fuel requirements for the
transportation sector. What does all that mean in value and why does Btu conversion represent a




value added for the coal commodity itself? 1f you just take those quantities and run them out at the
current market raies for those, you can see that turning all the coal into electricity [doubles that)
(7). If you turn it into gas and it’s measured in trilliens of dollars. You turn it into a transportation
fuel, then it’s 12 times your value that it is being sold for today. So at the end of the day a Biu
conversion means & value conversion and we see that already today when you look at the relative
bargain that investors are paying for Peabody’s Btus versus what they're paying for the oil and gas
companies Btus.

So to wrap it up here, we believe that coal’s fundamentals are outstanding and if history is any
guide, then U.S. coal industry has been subject to very long market cycles, but I would point out
that previous cycles have always been supply disruptions, supply constraints, This is the first cycle
that’s been a demand coal cycle. We intend to vse the favorable markets and our unique ability to
add tremendous value and to continue a very strong record of performance and growing revenues,
earnings and income, and strengthening our balance sheet.

S0 here’s the bottom line, we expect to deliver continued growth, We’ve got an unmatched
leverage for the very strong markets we are seeing teday, we've got expanding margins thanks to
out productivity improvement. We’ve got outstanding organic growth opportunities, and more in a
long pipeling, We've got significant emerging markets from new generation, and completely new
markets from Btu conversion technology. And with our terrific financial strength and our leading
record of performance we intend to continue to build upon our growth performance,

S0 thank you for your interest, and I"d be happy to take questions from you at this time. Thank
you.

Q& A fondy guestions relevant to IGCC}
Time: 33mins 55seconds — 35mins 08seconds

Q: For the gasification, if you can just clarify what kind of coal works best, what kind of eapital {s
involved, where you expand it quickly given where natural gas pipelings are now?

A: Yes, there were a couple of questions there. In the case of which coal works best really the
gasification technology will work on virtually all coals. The things that you look for in terms of
where you would locate gasification facilities is the size of the coal reserve you have and then the
availability of infrastructure to move the gas product out once you have it in place. In the Powder
River Basin you could build a facility and all the gas pipelines that came out of there from the coal
bed methane you could move it. If you put it in the Illinois Basin there is certainly plenty of gas
infrastructure to move that gas. Capital costs are high, there iz no question about that, these are
typically billion plus dollar plants depending on the size. They are almoest all buiit in modules
whether it's a gas plant, & coal to gas plant or a coal to liquids plant. They build them in modules
or trains like you would with multi-unit power plants, so hopefully that answers your question,




Time: 36mins 06seconds — 37mins 20seconds

Q: Going back to your Btu conversion technology, do you envision yourself as a [6] (?) yvear
supplier of coal inte the market or de you see any opportunity to gain more value?

Az We would use a similar model to what we have used with our Prairie State energy campus, In
that particular context we had the coal reserves, we used that part of our equity into the joint
venture for the power plant and then in addition we bought on partners for the off-take, as well as
bringing on partners to operate the facility. And we expect we will probably have a residual
interest of about 20%, =0 in that context we got value from the reserves, we’ll get on going value
from the value added of the electricity conversion, I see the model working exactly the same on a
coal to gas or coal to liquids fype facility. We would look at a small equity participation to
participate in that market but that would not, we would not intend to be the operator of these large,
what are chemical conversion facilities.
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