CONSOL Coal Resources Investor Room

CONSOL Coal Resources LP Announces Results for the First Quarter 2020
CANONSBURG, Pa., May 11, 2020 /PRNewswire/ -- Today, CONSOL Coal Resources LP (NYSE: CCR)
(the "Partnership") reported financial and operating results for the quarter ended March 31, 2020.
First Quarter 2020 Highlights Include:
Net income of $0.2 million;
Adjusted EBITDA1 of $14.4 million;
Net leverage ratio1 of 2.2x;
Raised $4.1 million through an equipment finance lease
transaction; and
Temporary suspension of the cash distribution to
deleverage the balance sheet.
Management Comments
"The United States along with other economies worldwide have seen a significant energy demand decline
year-to-date driven by the widespread government-imposed lockdowns in response to the COVID-19
pandemic," said Jimmy Brock, Chief Executive Officer of CONSOL Coal Resources GP LLC, the general
partner of the Partnership. "Coal producers, just like companies in other industries, are facing unprecedented
demand decline, which has weighed on our operational, sales and financial performances year-to-date. While
the duration and breadth of this ongoing pandemic are uncertain, management has undertaken a number of
steps to reduce costs and has adjusted our operations accordingly to support deleveraging and liquidity
enhancement."
Sales & Marketing
Our marketing team sold 1.5 million tons of coal during the first quarter of 2020 at an average revenue per
ton sold of $43.16, compared to 1.7 million tons at an average revenue per ton sold of $49.38 in the year-ago
period. The average revenue per ton sold was impacted by a reduction in revenues on our netback contracts
in the first quarter due to lower PJM West power prices and volumes, as well as lower average pricing on
export sales. During the first quarter of 2020, average PJM West day-ahead power prices declined by 33.4%
compared to the year-ago period, but our average revenue per ton sold across the portfolio only declined by
12.6% due to our strong contracted position. We also negotiated buyouts of some volumes from customer
contracts in exchange for payment of certain fees to us during the first quarter of 2020, which contributed
$2.7 million to our other income and resulted in a reduction in our PAMC average revenue per ton sold
during the quarter.
On the domestic front, according to the U.S. Energy Information Administration, inventories at domestic
power plants stood at approximately 140 million tons at the end of February, an increase of roughly 41%
from year-ago levels as weak demand trends, particularly from industrial and business consumers, and low
natural gas prices weighed on our customers' ability to profitably burn coal. On a positive note, low natural
gas and crude oil prices are also leading to reduced capital budgets for E&P companies. Industry sources
now estimate that E&P capital expenditures will decline by 40-45% in 2020. As a result of this reduced
investment, several industry observers now expect natural gas prices to rise above $3/mmbtu in 2021, as gas
production declines due to lack of capital spending, which we believe will make coal more attractive to
power plant customers.

Internationally, thermal coal prices have declined since the beginning of 2019 due to a pullback in global
LNG prices and, more recently, due to global COVID-19-related shutdowns. We are already seeing a
seaborne supply response occurring from several countries, which has helped to stabilize API 2 and
Newcastle prices, albeit at lower levels. During these turbulent times, we are still finding opportunities to
capture and grow market share in the export markets. Recently, our customer, Xcoal, won a contract to
supply 1.8 million tons of coal to the Punta Catalina power plant in the Dominican Republic. To fulfill that
contract, Xcoal increased the volume of tons to be acquired under its supply contract with us. In aggregate,
we are contracted for 2.5 plus million export tons in 2020.
CCR is currently 98% contracted for 2020 and 44% contracted for 2021, assuming annual production of 6.5
million tons. Despite our strong contracted position, we face significant uncertainties given the ongoing
economic slowdown due to the COVID-19 pandemic-related shutdowns. We are also collaborating with our
customers to help them manage the contractual obligations that we both have, which could result in some
2020 contracted volumes being bought out or deferred into 2021.
Operations Summary
During the first quarter of 2020, we faced reduced customer demand and a longwall move at our Harvey
mine, which weighed negatively on our operating performance. CCR produced 1.5 million tons, compared to
1.7 million tons in the first quarter of 2019.
Total costs during the first quarter of 2020 were $67.2 million compared to $70.9 million in the year-ago
quarter. The decline in overall costs was driven by reduced production volume and reduced operating days, as
we sought to match production with demand. However, the reduced production volume also created an
adverse impact on our operating leverage, which resulted in a higher average cash cost of coal sold per ton1
compared to the year-ago period. Average cash cost of coal sold per ton1 was $32.41 compared to $29.71 in
the year-ago quarter. Our Enlow Fork mine faced high subsidence-related costs in the first quarter of 2020,
which also impacted our overall cost performance. At the beginning of the second quarter, we temporarily
idled our Enlow Fork mine to reduce our overall average cash cost of coal sold per ton1 , as weak demand
trends continued and several of our customers chose to buy out a portion of their previously committed
volumes.
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Quarterly Distribution
During the first quarter of 2020, CCR generated net cash provided by operating activities of $16.8
million and distributable cash flow1 of $3.5 million. During the quarter, our net cash provided by operating
activities was impacted by lower net income. As previously announced, based on the ongoing uncertainty in
the commodity markets driven by COVID-19-related demand decline, the board of directors of our general
partner temporarily suspended payment of our cash distribution for all unitholders. As we get better visibility
on the impact of COVID-19, the board of directors of the general partner will determine an appropriate level
for cash distributions.

2020 Guidance

Given the ongoing uncertainty associated with the COVID-19 pandemic-driven economic slowdown, we are
working with our customers to manage their shipments and inventory levels. However, due to the difficulty in
forecasting the duration of this economic slowdown, our 2020 guidance remains suspended. Nonetheless, our
team remains ready and is looking forward to eventual demand recovery.
First Quarter Earnings Conference Call
A joint conference call and webcast with CONSOL Energy Inc., during which management will discuss the
first quarter 2020 financial and operational results, is scheduled for May 11, 2020 at 11:00 AM eastern time.
Prepared remarks by members of management will be followed by a question and answer session. Interested
parties may listen via webcast on the Events page of our website, www.ccrlp.com. An archive of the webcast
will be available for 30 days after the event.
Participant dial in (toll free)
Participant international dial in

1-888-348-6419
1-412-902-4235

Availability of Additional Information
Please refer to our website www.ccrlp.com for additional information regarding the Partnership. Prior to the
earnings conference call, we will make available additional information in a presentation slide deck to
provide investors with further insights into our financial and operating performance. This material can be
accessed through the "Events and Presentations" page of our website, www.ccrlp.com. In addition, we may
provide other information about the Partnership from time to time on our website.
We will also file our Form 10-Q with the Securities and Exchange Commission (SEC), reporting our results
for the quarter ended March 31, 2020. Investors seeking our detailed financial statements can refer to the
Form 10-Q once it has been filed with the SEC.
Footnotes:
1

"adjusted EBITDA", "distributable cash flow", "average cash cost of coal sold per ton", "average cash
margin per ton sold" and "net leverage ratio" are non-GAAP financial measures, which are reconciled to the
most directly comparable GAAP financial measures immediately below the caption "Reconciliation of NonGAAP Financial Measures."
About CONSOL Coal Resources LP

CONSOL Coal Resources LP (NYSE:CCR) is a master limited partnership formed in 2015 to manage and
further develop all of CONSOL Energy Inc.'s (NYSE:CEIX) active coal operations in Pennsylvania. CCR's
assets include a 25% undivided interest in, and operational control over, the Pennsylvania Mining Complex,
which consists of three underground mines - Bailey, Enlow Fork and Harvey - and related infrastructure. For
its ownership interest, CCR has an effective annual production capacity of 7.1 million tons of high-Btu North
Appalachian thermal and crossover metallurgical coal. More information is available on our website
www.ccrlp.com.
Contacts:
Investor:
Mitesh Thakkar, (724) 416-8335
miteshthakkar@consolenergy.com
Media:
Zach Smith, (724) 416-8291
zacherysmith@consolenergy.com
Reconciliation of Non-GAAP Financial Measures
We evaluate our cost of coal sold and cash cost of coal sold on an aggregate basis. We define cost of coal
sold as operating and other production costs related to produced tons sold, along with changes in coal
inventory, both in volumes and carrying values. The cost of coal sold per ton includes items such as direct
operating costs, royalty and production taxes, direct administration, and depreciation, depletion and
amortization costs on production assets. Our costs exclude any indirect costs such as selling, general and
administrative costs, freight expenses, interest expenses, depreciation, depletion and amortization costs on
non-production assets and other costs not directly attributable to the production of coal. The GAAP measure
most directly comparable to cost of coal sold and cash cost of coal sold is total costs. The cash cost of coal
sold includes cost of coal sold less depreciation, depletion and amortization cost on production assets.
The following table presents a reconciliation of cost of coal sold and cash cost of coal sold to total costs, the
most directly comparable GAAP financial measure, on a historical basis for each of the periods indicated (in
thousands).
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We define average cash margin per ton as average coal revenue per ton, net of average cash cost of coal sold
per ton. The GAAP measure most directly comparable to average cash margin per ton is total coal revenue.
The following table presents a reconciliation of average cash margin per ton sold to total coal revenue, the
most directly comparable GAAP financial measure, on a historical basis, for each of the periods indicated (in
thousands, except per ton information).
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We define adjusted EBITDA as (i) net income (loss) before net interest expense, depreciation, depletion and
amortization, as adjusted for (ii) certain non-cash items, such as long-term incentive awards including
phantom units under the CONSOL Coal Resources LP 2015 Long-Term Incentive Plan ("unit-based
compensation"). The GAAP measure most directly comparable to adjusted EBITDA is net income.
We define distributable cash flow as (i) net income before net interest expense, depreciation, depletion and
amortization, as adjusted for (ii) certain non-cash items, such as unit-based compensation, less net cash
interest paid and estimated maintenance capital expenditures, which is defined as those forecasted average
capital expenditures required to maintain, over the long-term, the operating capacity of our capital assets.
These estimated capital expenditures do not reflect the actual cash capital expenditures incurred in the period
presented. Distributable cash flow will not reflect changes in working capital balances. The GAAP measures
most directly comparable to distributable cash flow are net income and net cash provided by operating
activities. We define distribution coverage ratio as a ratio of the distributable cash flow to the distributions,
which is the $0.5125 per quarter distribution for all limited partner units, including common and
subordinated units, issued for the periods presented.
The following table presents a reconciliation of adjusted EBITDA to net income, the most directly
comparable GAAP financial measure, on a historical basis for each of the periods indicated. The table also
presents a reconciliation of distributable cash flow to net income and operating cash flows, the most directly
comparable GAAP financial measures, on a historical basis for each of the periods indicated (in thousands).
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We define net leverage ratio as the ratio of net debt to last twelve month earnings before interest expense,
depreciation, depletion and amortization, adjusted for certain non-cash items, such as long-term incentive

awards, amortization of debt issuance and capitalized interest.
The following table presents a reconciliation of the net leverage ratio to net income, the most directly
comparable GAAP financial measure on a historical basis for the period indicated (in thousands).
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Cautionary Statement Regarding Forward-Looking Statements
Certain statements in this press release are "forward-looking statements" within the meaning of the federal
securities laws. With the exception of historical matters, the matters discussed in this press release are
forward-looking statements (as defined in Section 21E of the Securities Exchange Act of 1934, as amended)
that involve risks and uncertainties that could cause actual results to differ materially from results projected
in or implied by such forward-looking statements. Accordingly, investors should not place undue reliance on
forward-looking statements as a prediction of actual results. The forward-looking statements may include
projections and estimates concerning the timing and success of specific projects and our future production,
revenues, income and capital spending. When we use the words "anticipate," "believe," "could," "continue,"
"estimate," "expect," "intend," "may," "plan," "predict," "project," "should," "will," or their negatives, or
other similar expressions, the statements which include those words are usually forward-looking statements.
When we describe strategy that involves risks or uncertainties, we are making forward-looking statements.
We have based these forward-looking statements on our current expectations and assumptions about future
events. While our management considers these expectations and assumptions to be reasonable, they are
inherently subject to significant business, economic, competitive, regulatory and other risks, contingencies
and uncertainties, most of which are difficult to predict and many of which are beyond our control. Specific
risks, contingencies and uncertainties are discussed in more detail in our filings with the Securities and
Exchange Commission. The forward-looking statements in this press release speak only as of the date of this
press release and CCR disclaims any intention or obligation to update publicly any forward-looking
statements, whether in response to new information, future events, or otherwise, except as required by
applicable law.

CONSOL COAL RESOURCES LP
EARNINGS SUMMARY
(Dollars in thousands)
(unaudited)
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CONSOL COAL RESOURCES LP
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands)
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Depreciation, 582,942
Depletion and
Amortization
Total Property,
Plant and
410,878
Equipment—
Net
Other Assets:
Right of Use
Asset—
14,519
Operating
Leases
Other Assets 13,441
Total Other
27,960
Assets
TOTAL
$ 487,587
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1,572
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LIABILITIES
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SOURCE CONSOL Coal Resources LP
http://ccrlp.investorroom.com/2020-05-11-CONSOL-Coal-Resources-LP-Announces-Results-for-theFirst-Quarter-2020

