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Canadian miners may hold edge in bidding for Peace River Coal

DAVID PARKINSON
AUGUST 26, 2010

The competition is heating up for a plumb asset in one of the coal mining hotbeds of Canada - and some of the country's leading publicly
traded coal comparies may have an inside track.

Reports this week said that Peace River Ceal Ltd., which owns the Trend metallurgical coal mine and several other development projects
near the northeastern 8.C. town of Tumbler Ridge, has narrowed the field of potential suitors to a handful of names, almast a year after
the 75-per-cent owner of the joint venture, U.K.-based mining glant Anglo American PLC, announced it was putting it up for sale. This

tollows a first round of bidding, under which more than 60 companies from around the world reportedly expressed interest in Peace River
Coal, whose price tag could run north of $500-million. The sale is expected to be completed before year's end.
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operate In the same area as Peace River Coal's properties, offering operating synergies that might prove a deal-clincher for 2 winning bid.

"Based strictly on proximity, we would suggest all three of these companies would llkely have conducted at least some due diligence on
Peace River Coal," Mr. Lichtenheldt wrote in a research note.
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Spokesmen for both Western Coal and Grande Cache indicated that their firms had expressed Interest in Peace River Coal in the first
round of bidding, but declined ta say whether they have made the short list of bidders for the second round. (Teck didn't provide a

comment.) "We have taken a look at the assets, yes. That's about all we can say about it. We're bound by confidentiality agreements,”
sald David Jan, head of investor relations at Western Coal.
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That may be critical in the bidding process for Peace River, as its existing operations are relatively high-cost for the industry, with cash
costs of about $130 to $140 (U.5.) a tonne. Contract prices for high-quality coking coal are running at about $225 a tonne for the current

quarter, but sluggish demand over the summer has analysts expecting the price could dip below $200 for the next quarter - and some
analysts see them heading back toward $150 over the long term.
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For Grande Cache, though, the deal would be a stretch. The upper range of the anticipated purchase price could exceed the company's
entire market capitallzation, which is slightly more than $500-million (Canadian).
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