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building a better tomorrow

A LETTER FROM OUR CHAIRMAN AND CEO

It's a privilege to present Arch Coal’s first formal social responsibility report. In the 10 years since Arch Coal
was formed, we've made it a priority to act as a responsible energy company — from our safety practices to
our environmental stewardship. Now it is especially rewarding to present a report that encompasses our
company’s strong values and high operating standards.

I'm extremely proud to work for Arch Coal. And I'm proud of the efforts of my 4,000 fellow employees,
whose own commitment to ethical, caring and responsible behavior shows in everything we, as a
corporation, do.

I'm proud that we allow integrity to be our guide in every area and at every level of the organization.

I'm proud that we go to great lengths to protect the environment, and that we're committed to making coal
an increasingly clean resource through technology and innovation.

I'm proud of our efforts to support our local communities and educational initiatives, including our
annual signature sponsorship — the Arch Coal Teacher Achievement Awards. We recognize that a strong
educational foundation is needed to keep our nation competitive in a global economy.

And I'm perhaps most proud of Arch’s overall safety record. Year after year, the employees at Arch’s
subsidiary operations continuously outperform the U.S. coal industry average by a very wide margin.

Why do we do all this? Because it's the right thing to do — for us and for future generations. And because
we're firm believers that good corporate citizenship is a central tenet in long-term success.

Looking forward, we recognize that while we have a strong record on which to build, there is still plenty
of work ahead. Our pledge is to continue tracking our progress and to share our results with you.

Thank you for taking the time to review this inaugural responsibility report. We invite you to send us
feedback at responsible@archcoal.com. We are committed to continuous improvements in all areas of our
business to ensure the well-being of our employees, our customers, our neighbors and our shareholders.

Sincerely,

___Sﬁ""-f?/—f-ﬂff_

Steven F. Leer

Chairman and CEO
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OUT Y1S10N

WE ENDEAVOR TO CREATE SUPERIOR CUSTOMER AND SHAREHOLDER VALUE
AS THE SAFEST, LOWEST COST AND MOST ENVIRONMENTALLY RESPONSIBLE
SUPPLIER OF COAL-BASED ENERGY IN THE WORLD.




our dedication

our commitment

our integ“rity

Arch Coal is dedicated to being a market-driven global leader in the coal industry and to creating
superior long-term shareholder value. In pursuit of these objectives, we will:

¢ Conduct our business with integrity

¢ Embrace technology and innovation in everything we do

e Work with customers to develop new and better services which add value to both parties
e Foster a motivating work environment

e QOperate safe, low-cost mines

e Act as responsible caretakers of the land, utilizing our resources effectively and efficiently

At Arch, we have a social conscience attuned to safety, ethics, the environment, and education.

A critical element of good corporate citizenship is protecting our employees, as well as our company's future
contributions. We believe safety is a value, and we expect our workforce to act with integrity above all else.

We care about our community and the environment — for ourselves, for our children and for the generations

to come. We're helping fuel America’s future by supporting clean-coal technologies. And with a tradition of giving,
we reach out to our neighbors through special programs, such as the Arch Coal Foundation’s Teacher Achievement
Awards, and by devoting our time to nonprofit organizations, such as local schools.

Arch believes that good corparate governance serves as the foundation for ethical practices. We are committed
to good governance practices and ethical business conduct in every area and at every level of the organization.

Independent directors. \We're governed by a board of directors, with 10 of our 12 directors satisfying
the New York Stock Exchange’s requirements for independence. Our board of directors maintains five
committees: Audit; Finance; Nominating and Corporate Governance; and Personnel and Compensation.
All of the directors currently serving on the Audit, Nominating and Corporate Governance, and Personnel
and Compensation committees are independent.

Ethical principles. Arch is committed to doing business ethically and safely. That is why we have adopted

a Code of Business Conduct to outline a set of ethical principles to help guide our daily activities. All newly hired
employees receive a copy of this code or its applicable provisions, and all salaried employees are required to
complete online training. The code applies to everything we do, from the way we serve customers to the way we
safeguard our employees and the environment. The code defines how our employees are expected to treat each
other and other stakeholders, including our customers, our suppliers, our shareholders and our communities.

High expectations. \We have adopted internal incentive programs designed to reward our employees
for delivering value-based results, such as exceptional safety performance or environmental stewardship.
These programs are intended to recognize those employees or groups of employees who most exemplify
our corporate values.

Anonymous hotline. To ensure that the principles contained in the Code of Business Conduct are maintained
throughout our organization, we have 24/7 telephone and e-mail hotlines maintained by an independent third-party
as a resource for our employees to seek help and report violations of the Code of Business Conduct or the law. All
reports are taken seriously, promptly investigated and immediately addressed, if warranted.

Online access. We invite you to view our Code of Business Conduct and our Corporate Governance Guidelines
at www.archcoal.com/investors/corporategovernance.asp.

Arch Coal, Inc.  Our Commitment

3

-




our safety
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SPOTLIGHT ON SAFETY

Prevention is the cornerstone
of our safety driven culture.

Employee safety is of paramount importance. That's why Arch and our operating subsidiaries are constantly
striving to improve our safety processes year after year. In fact, efforts are currently underway to implement
a behavior-based safety process —and we believe Arch is the first in the U.S. coal industry to adopt such a
progressive and inclusive approach to safety.

This multi-faceted, behavior-based process targets potentially unsafe behaviors and other pre-indicators of
safety performance in an effort to prevent injuries before they occur. Our 360-degree approach includes peer-
to-peer observations, statistical analysis and cultural audits.

Our acute focus on employee safety is reflected in mine-specific assessments and process-oriented action
plans that seek to identify and correct unique safety challenges through education and training.

We believe focusing on prevention is the best way to reach our ultimate goal of zero accidents and injuries at
all of our subsidiary operations. Safety is a core value at Arch, and we remain vigilant in our efforts not only to
lead the coal mining industry in health and safety practices, but also to make continuous improvements.

Safety is a core value at Arch.

Our guiding principle is to make sure that every miner returns
home safe and healthy at the end of every shift. We set high
standards and employ a behavior-based approach to ensure
our safety practices are engrained in the culture.

Achieving industry
leading results.

In 20086, our Skyline operation in Utah earned the nation’s top safety honor
among all underground coal mines, the U.S. Department of Labor’s Sentinels
of Safety award (at right). Skyline employees completed more than 500,000
employee-hours without a single reportable or lost-time injury.

Arch’s 2006 lost-time incident rate of 1.23 was nearly three times better than the
U.S. coal industry average of 3.37 lost-time injuries for every 200,000 employee-
hours worked. Twelve of our mines and plants — representing 46 percent of our
operations — worked an entire year without a reportable injury in 2006.
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Championing
employee safety.

Our employees not only embrace Arch’s safety driven culture, they
also are actively engaged in making it stronger. Each year, mine
employees set the bar higher, implementing new local safety
initiatives, participating in cross operational audits and peer-to-peer
reviews, and striving for our most prestigious internal recognition

— the ACI President’s Safety Award.

Preparing dedicated

mine rescue teams.

We pride ourselves on training some of the best mine rescue teams in the world. Arch’s
rescue teams regularly practice and compete with their peers to hone their skills, and
often take home awards. As just one example, Mingo Logan's Mountaineer Mine Rescue
Team was named the “Grand Champion” at the 2006 Virginia Mining Institute’s two-day
rescue competition for the best overall cumulative score.

Ongoing dialogue on safety.
We know that our commitment to operate safely must be embraced
at all levels to be effective. Therefore, we illustrate the importance
of safety in a variety of employee communication vehicles, such as
regular training workshops, custom safety videos and posters, and
unwavering management support and accountability.




Award-winning safety practices.

Our commitment to safety is reflected in dozens of state and national awards for excellence earned
in the past 18 months.

Subsidiary/Unit  State Award Description

Arch Coal, Inc. us Arch Coal won a first place award for its 17-minute safety training video
titled, “Electrical Safety — No Second Chances. Keep the Promise.”

Skyline uT MSHA recognized Skyline mine for achieving the nation’s best safety record
among large underground mines.

Dugout Canyon uT Dugout mine earned the Joseph A. Holmes National Certificate of Honor
for completing 682,537 work-hours without incurring a lost-time injury.

Dugout also earned the MSHA Sentinels of Safety Certificate for working
456,600 work-hours without a lost-time injury.

Arch of Wyoming WY Seminoe Il mine earned two Joseph A. Holmes National Certificates
of Honor for surpassing 100,000 work-hours with a perfect safety record.

Coal-Mac WV Coal-Mac earned West Virginia Holmes safety award for best overall safety
performance among surface mines in its class.

Coal-Mac also earned a Mountaineer Guardian Award from the
West Virginia Office of Miners’ Health, Safety & Training for significant
accomplishments in mine safety.

Mountain Laurel WV Mountaineer Il mine received a Mountaineer Guardian Award from the
West Virginia Office of Miners’ Health, Safety & Training for significant
accomplishments in mine safety.
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our stewardship
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SPOTLIGHT ON STEWARDSHIP

Excelling through

innovative reclamation techniques.

Since our earliest days, Arch and our predecessor companies have been committed to environmental
responsibility —and we will continue to lead the industry in this essential area of performance.

Arch’s ongoing pursuit of excellence in reclamation often earns us top honors from the U.S. Department of
Interior. Former Arch mine sites in West Virginia, lllinois and Wyoming have won America’s top honor, the
National Director's Award, for excellence in land reclamation and environmental stewardship over the years.

Mingo Logan’s Low Gap surface mine in southern West Virginia was transformed over six years into a world-
class, 18-hole golf course for public use. The development of the Twisted Gun Golf Course was integrated into
the normal mining reclamation process — and paid for through contributions from Arch, Premium Energy Corp.,
and Pocahontas Land Corp. Twisted Gun is the only 18-hole golf course in a three-county region due to the
great expense of course development in the mountainous terrain.

The former Captain mine in southern lllinois was the largest surface mine east of the Mississippi River at its
production peak. The site was reclaimed as a mix of farmland, lakes, wetlands, and forests. Now, these former
mine lands are part of the largest state park in lllinois, Pyramid State Park.

The Seminoe | mine in Hanna, Wyoming, was named the nation’s best example of reclamation in 2005 for
establishing diverse and productive grasses and shrubs that have enhanced the quality of life among the
wildlife population, including big game, raptors and small mammals.

Technology is the key to responsible coal use.

At Arch, we believe the responsible use of coal can enhance a nation’s quality of life, its global
competitiveness, its long-term energy security and its prospects for stable and sustained rates of growth.
Electrification is a precursor to poverty alleviation, and in many parts of the world coal represents the most
reliable, lowest cost and most abundant fuel source for electric generation.

Because of these significant attributes, global coal consumption has increased approximately 25 percent

in the past five years, driven in large part by the emerging economies of Asia. Given the great abundance

of coal in nations such as China, that rapid growth trend is almost certain to continue. That's why we believe
developing cleaner technologies — and promoting their uptake throughout the world — is the clear path to

a more sustainable energy future.

For our part, we have invested in —and work closely with —a Denver-based company that has carved out
a leadership position in mercury control technologies and processes. We provide financial support to

a number of organizations and institutions that are engaged in making coal an increasingly clean energy
source. And, through our interest in the emerging coal-to-liquids field via a 24-percent stake in DKRW
Advanced Fuels, we plan to be among the first companies to capture and store carbon dioxide generated
in the coal-conversion process.

Arch believes that cleaner technology holds the key to a cleaner energy future, and we are taking steps
to accelerate the arrival of that future.
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Protecting

wildlife.

Arch’s Black Thunder mine in
Wyoming supports the North
American ferruginous hawk migration
study in conjunction with the Nature
Conservancy and the USDA Forest
Service, among others. Since 2003,
the mine has provided personnel and
financial support to track migratory
hawk patterns through the use

of small GPS transmitters.

Promoting clean coal and clean-coal technologies.

Arch supports continuing advances in making coal an increasingly clean energy resource. Since 1970, emissions from
coal-fueled power plants have declined by 50 percent. As a producer of low-sulfur and ultra-low-sulfur coals, Arch has
played a significant role in that progress. Further gains are on the horizon. Still tighter U.S. restrictions take effect in
2010, as well as controls on mercury emissions. Arch is working with one of the leaders in mercury control technologies
to develop solutions for its customers in the power generation industry.

United States Air Quality

Electricity
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Supporting economic
development.

Arch supports economic development on former mine
lands. For example, you'll find a wood products park and
a lush, 18-hole links style golf course on reclaimed mingé

lands. Not to mention, the only Arctic char fish hatchery
east of the Mississippi River uses clean, pure water
from a former Arch mine in southern West Virginia.




Recycling and conserving.

West Elk mine demonstrates environmental leadership as an
original contributor and continuing participant in Colorado’s
voluntary Pollution Prevention Program, which includes a rigorous
recycling, reuse and conservation program. Other operations
routinely recycle materials as well, from used tires to motor oil.

Our Coal-Mac operation has 'II"-'",I'
planted 600,000 trees on reclaimed
lands in southern West Virginia

during the past four yea'r's,'r‘o'gghly
doubling the number originally |
found at the site.

Deyeloping water resources.

Water is a crucial factor in the amount and quality of wildlife.

In southern Utah, our Sufco mine purchased and installed a
permanent water guzzler system to help birds and small mammals
survive an extended drought. In West Virginia, Arch created more
than 250 acres of new wetlands on its former surface mine sites.

Achieying awards
and recognition.

Governmental and nonprofit organizations often
give credence to our efforts as environmental
stewards by naming our mines among the best
reclaimed sites in the country. Here is a list of our
major accolades from the past five years:

U.S. Department of the Interior — National Good
Neighbor Awards; National Director’s Awards;
National Excellence in Surface Mining Award

Department of Environmental Land Quality
— Wyoming Good Neighbor Award; Wyoming
Reclamation Award

Department of Environmental Protection,
West Virginia — Greenlands Award; Wildlife Award

Ducks Unlimited — Wetlands West Virginia Award

U.S. Forest Service — Prairie Partner Award

Department of Public Health & Environment
— Colorado Pollution Prevention Award

Western Slope Environmental Resource Council
— Conservation Award

Division of Minerals and Geology — Outstanding
Contemporaneous Reclamation in Colorado Award

National Association of State Land
Reclamationists — Outreach Award

Ruffed Grouse Society — Partnership in Habitat
Creation Award

Society of American Foresters — Woodlands West
Virginia Award

National Wild Turkey Federation — Wildlife West
Virginia Award

Division of Oil, Gas and Mining — Earth Day
Award in Utah

Respecting our backyard.

We treat the land and its wildlife with respect, integrating reclamation of the land into every phase of mining. Great care is
taken to ensure that the land is restored to a natural and productive state once mining is complete. Not only do we fully comply
with the many U.S. regulatory requirements for reclaiming mine lands, we also strive to meet mare rigorous internal standards,
as well as reward operations that demanstrate great vision and a true love for the native lands.
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SPOTLIGHT ON CITIZENSHIP

Teacher Achievement Awards program
builds a stronger tomorrow.

We believe our nation’s success begins in classrooms led by exceptional teachers. These teachers inspire their
students to achieve great things — and Arch recognizes their important contributions to America’s future.

That's why one of our largest community programs in Wyoming, West Virginia and Utah is the Arch Coal Foundation's
annual Teacher Achievement Awards. We honor 27 outstanding classroom teachers each year with a $2,500 unrestricted
cash prize, a distinctive glass trophy and a plaque.

The program, developed more than 20 years ago by Arch’s former parent company, has awarded more than $400,000
to elementary and secondary educators since its inception. Recipients span diverse backgrounds and teaching specialties,
but they all have a common thread: a true passion for student learning.

Second-grade teacher Shirley George (at left) is one of our award recipients. Teaching seven-year-olds at \Wagonwheel
Elementary in Gillette, Wyoming, George challenges her students to explore diverse subject areas through the use
of technology and local resources, and employs a hands-on, student-centered approach to learning.

Like so many of the former award recipients, Terri Cooper reinvested part of her cash prize in her classroom.
Cooper rewards three eighth-grade students at Newcastle Middle School in Cheyenne, Wyoming,
with $50 savings bonds for outstanding character and citizenship.

The Arch Coal Teacher Achievement Awards program is unique because it features
public nomination and peer selection. After all applications are received, a distinguished
panel of experienced teachers, often former recipients, makes the final selection.

s
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teachers throughout the state to memories will be Jathe

strive to do their best work —and
excellence in teaching results in
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experience.” Newcastle, Wyo.

stored in my heart
for a lifetime.”

— Bob Robinson, Parkersburg, W.Va.
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Being good neighbors.

We strive to be good neighbors from day-to-day and in
times of need, such as our Black Thunder mine’s quick
response to a tornado and its aftermath in Wright,
Wyo. Our mine and its employees provided emergency
responders, a solution for dispasing of 500 truckloads
of debris, and free meals to more than 300 homeless
residents and disaster relief volunteers. Our operations
have been recognized twice by the U.S. Department of
the Interior with National Good Neighbor awards for our
exemplary interaction, communication and involvement
with surrounding communities.

Making a difference.

We're building on a long history of investing in
communities — individually and collectively — to
make a positive difference where we live and
operate. We also demand our personal best each
and every day to do the right thing for ourselves,
our children and for the generations to come.

The Arch Coal

Foundation

The mission of the Arch Coal Foundation is to support
organizations and causes that are making a positive
difference in the communities where Arch operates.

Improving daily life.

In Logan County, West Virginia, residents of Mifflin
and Sharples gained public water access with the
completion of a 10,800-foot waterline extension that
was the result of a partnership among Arch and the
Mountain Laurel complex, West Virginia American
Water and the Logan County Public Service District. The
$1 million extension provides new water service to 90
homes. Similarly, Mingo Logan's Ben Creek operation
recently completed the Bee Branch waterline project to
provide public access to seven area residents who had
relied on well water alone for decades.

Additionally, Arch’s West Elk mine funded $500,000

in new railroad crossings and track realignment along
the western slope of Colorado, and our operations have
created, extended or improved countless miles of public
roads and overpasses.

™

™

Our Foundation was formed in December 2005 with an initial

endowment from Arch Coal, Inc. Our contributions emphasize
education, culture and the environment. These funds are used
to support organizations who engage in improving the quality
of life in the communities in which we operate.

Education has traditionally
been one of the largest
areas of giving for Arch Coal
‘k because we believe quality
] education enhances our
country's competitiveness
and advances our future.




Valuing our employees.

A critical element of sound corporate citizenship is the
support of a thriving, diverse workforce. Across our national
network of mines, we provide our 4,000 employees with

a work environment that reflects the words and spirit of the
equal employment laws, a variety of training and development
opportunities, and an attractive and competitive set of
compensation and benefit programs.

I

Backing our troops.

Thunder Basin has Wyoming ‘Five-Star’ status as an
exemplary corporate supporter of the National Guard
and Reserve and advocate for employee service. At the
holidays, Thunder Basin's Black Thunder and Coal Creek
mines shipped cheese and sausage gift boxes to all

150 of the Wyoming National Guard members

serving in Iraqg.

In a continuing effort to support the local community
and to be good stewards of the land, our Skyline mining
complex spansors a Boy Scouts of America Noxious
Weed Control program. Skyline employees and local
scouting troops provided more than 200 service hours
to reduce the noxious weeds on the U.S. Forest Service
lands so that other vegetation has room to grow.

Encouraging energy education.

We welcome more than 5,000 students and other tour groups to our mines each year.
Moreover, we support educational organizations that strive to bring teachers and students
current information and teaching materials on our energy resources, such as the American Coal

Foundation, Missouri Minerals Education Council and CEDAR of S

our Coal-Mac mine developed the Coal Education Development and Resource (CEDAR) program,

and through our continuing leadership provides in excess of 1,200

Our commitment includes the Arch Coal Teacher Achievement
Awards, recognizing top classroom teachers in West Virginia
and Wyoming. In addition, Arch Coal has granted more

than 100 scholarships to employees’ dependents seeking
secondary education.

Additionally, the Arch Coal Foundation has committed
$100,000 to Marshall University’s new Mine Safety
Technology Innavation Capability and Regional Business
Development program in an effort to identify new
technologies and practices for the next generation

of coal mining safety.

outhern West Virginia. In fact,

volunteer-hours each year.

In the area of arts and culture, Arch has made significant
contributions to large cultural institutions and local arts
groups in the communities where our employees live, such as
the University of Wyoming Art Museum, the Kentucky Center
for the Arts and the Repertory Theatre of St. Louis.

The Foundation also supports organizations working
to improve the environment. Past contributions have
supported the Conservation Fund and reforestation
research through West Virginia University.

Nearly all of our financial support goes to organizations in the
eight states in which we operate: Wyoming, West Virginia,
Missouri, Utah, Colorado, lllinais, Kentucky, and Virginia.
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Going that extra mile.

We devote considerable time and talents in improving
our communities, from planting trees to supporting
education and everything in between. Most recently,

our Cumberland River operation has funded an effort

for its local school district to conduct teacher and staff
training to recognize the signs and symptoms of drug use.
Furthermore, we're sponsoring a motivational speaker
for an all-school assembly to encourage local students

to stay away from drugs.

Promoting
student scholars.

The Arch Coal Scholars program honors outstanding
scholastic achievement by the children of employees of
Arch Coal and its subsidiaries. As many as 11 students are
chosen each year for the $1,500 college scholarships, and
through academic achievement the students can renew
the scholarships for an additional three years. Since the
formation of Arch Coal in 1997, we have awarded more
than 100 students with over $500,000 in scholarships.

Supporting education.

Our employees show enthusiasm for education through
involvement in elementary school sponsorships, on-site
student tours, and university grants — just to name a few.
For example, our Lone Mountain mine adopted a local
elementary school in St. Charles, Virginia. Each year, we
provide 25 new bicycles and safety helmets for the winners
of an annual poster contest. In addition, the mine hosts an
annual Earth Day celebration for the school’s 350 teachers,
students, and chaperones, including the opportunity to trout
fish and the gift of a commemorative t-shirt.

SPOTLIGHT ON CITIZENSHIP

Fostering open dialogue through
a community adyvisory panel.

During the initial effort to develop a world-class mining complex in southern West Virginia, Arch and Mountain Laurel
encouraged open dialogue with our new neighbors. The result was the formation of a group of citizens who meets regularly
at the local volunteer fire station in Sharples, West Virginia. The goal of the Spruce Fork community advisory panel (CAP) is
to share ideas, solicit input and build mutual trust among our mining operation and a group of local citizens. CAP members

include local residents, clergy and other community leaders.

Among the topics discussed are changes that directly impact the community. For example, we worked together to develop
a local Crime Watch group that provides additional security to local residents, and Arch funded and built a new bridge in
Clothier, W.Va. that now provides residents with a safe and reliable connection to the existing state highway.

Additionally, the Spruce Fork CAP advances educational studies focused on science and the environment through mini-grants
provided by the Arch Coal Foundation. Educators in the Spruce Fork area apply for mini-grants and a committee, comprised
of CAP members and Arch employees, makes the funding decisions.

To our knowledge, Arch is the first coal company to develop and sustain a community advisory panel with its neighbors
ata new mine. The CAP meets over dinner at the firehouse and continues sharing ideas to work toward common goals.




WE PROVIDE COUNTLESS VOLUNTEER HOURS AND MORE THAN $1 MILLION
PER YEAR TO EDUCATIONAL GROUPS AND NONPROFITS IN OUR OPERATING REGIONS

Arts 4%
Health & Human Services 4%

P\

Environmental/Other 1 2%

Total
Education 45%

$1.077,130

civic 39%

Arch Coal, Inc. is one of the largest and most efficient coal producers in the United States.
The company'’s core business is providing U.S. power generators with clean-burning,
low-sulfur coal for electric generation. Through its national network of mines,

Arch supplies the fuel for approximately 6 percent of U.S. electric generation.

The terms “we” and “our” refer to Arch Coal, Inc. and its subsidiary operations.




Arch Coal, Inc.

One CityPlace Drive, Suite 300
St. Louis, Missouri 63141
314.994.2700

Learn more about our efforts at
www.archcoal.com
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