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COVER STORY

The cover design is suggestive of
the growth of the company during its
five year history.

The graph, while not listing the
years and specific values, illustrates
the growth in the net worth of the
company from January 1, 1946 to De-
cember 31, 1950. At the start of this
5 year period, as indicated by the
solid portion of the first bar, the com-
pany had a net worth of $72,162,000.
The cross hatched areas show the in-
crease in net worth in each year. At
December 31, 1950 the company's net
worth amounted to $139,484,000, or
an increase of £67,322,000, over the
5 years,

The background illustration is the
Georgetown Preparation Plant, now

nearing completion and located near
Cadiz, Ohio.
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To the Shareholders of . . .

PITTSBURGH CONSOLIDATION COAL COMPANY

FIVE-YEAR REVIEW

In a natural resource industry, particularly one such as bituminous coal, a year
is a very short Perind to measure the progress of an individual company. Tre-
mendous swings occur in consumption due to changes in general industrial
activity and in prices of competitive fuels. In addition, strikes cause unusual
quantities of coal to be consumed from storage, while threats of such shut-
downs result in the building of abnormal stockpiles. All these factors require
an over-capacity to produce in normal times.

At the end of 1950 your company had completed the first five years of its
history, and we feel you may be interested in a review of this five-year period,
as trends are more easily discernible in such a period and are not subject to the
wide fluctuations occurring in annual figures. This report also includes a sum-
mary of operations for the year 1950 which begins on page 21.

The principles underlying the formation of this company were described
when it began its corporate history on November 23, 1945, as follows:

“The spirit and aims behind this merger are to have a strong, well financed
and aggressive company which will fight to restore coal as an undisputed pri-
mary source of energy. Coal is our most abundant natural resource, and this
company will concentrate on an intense modernization, research, development
and marketing program to assure the maximum use of this resource.”

It should be borne in mind that this five-year period from January 1, 1946 to
December 31, 1950, in spite of violent changes in market conditions, has been
one, if taken as a whole, of sustained high industrial activity. In fact, there has
been considerably higher industrial production on the average than we antici-
pated when the company was formed. Thus we have had a longer and better
opportunity to carry out our program than we could have properly expected

at the end of 1945.



We will report to you briefly on various phases of the business and attempt to

point out the significant changes which have occurred during the period. These
are:

1—Increase in Coal Reserves
2—Modernization of Plants and Equipment
3—Market Conditions and Trends
4—Research and Development

5—Labor Relations in the Industry
6—Present Financial Position and Changes During the Period

Increase in Coal Reserves

This company is primarily concerned with the production and marketing of
bituminous coal. Therefore, reserves of coal in the ground are its principal
stock in trade. There are many misconceptions as to the value of reserves of
any natural resource. Coal reserves have absolutely no value to a commercial
coal company unless they can be mined and delivered to a consumer of coal at
a cost to the producer something less than the price the consumer is willing to
pay. Under this standard a given block of reserve coal acreage may have con-
siderable value today, but tomorrow may be temporarily worthless because of
market conditions or swings in the prices of competing fuels; and of course
the converse is true. Because there are such extensive coal reserves in the
country it may be said that generally coal reserves are of limited value unless
they can be mined and delivered cheaper than most other coal reserves.

Our own coal reserves have increased during the five years from 1,370,000,000
tons to 1,810,000,000 tons, or some 309, 1n spite of the fact that the company
and its lessees have mined 132,000,000 tons during that period. What is more
important, however, is that our coal reserves have been subject to considerable
realignment. We have sold and leased acreages which we felt had somewhat
less strategic value and have acquired holdings primarily in areas where we

believe that heat units or energy can be produced cheaper than in most dis-
tricts in the Northeastern Appalachian area.

By the purchase of the Hanna properties and other acquisitions we have accu-
mulated some 225,000,000 tons of strip coal in Southeastern Ohio, We had no
strip coal holdings there at the time of the formation of the company. One of
the chief virtues of this coal is that it can be mined more cheaply than most
other coal due in part to the development during the last ten years of large new
stripping equipment for removing overburden. In Northern West Virginia and
Southwestern Pennsylvania we have purchased about 600,000,000 tons of Pitts-
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(BILLIONS OF TONS)

burgh vein coal which, because of its location, the height of the seam and
general mining conditions, we believe we shall be able to mine at the lowest
possible underground cost.

Although the present values of the individual tracts of our reserve acreage
vary considerably, we believe that these reserves, if taken as a whole, are not
only of greater quantity but also of greater value than those we had five years
ago. This realignment of reserves will continue and we will add to them
through the years. Thus the life of our reserves will in all probability be
extended beyond the sixty years indicated by assuming an annual rate of
extraction of 30,000,000 tons.

Modernization of Plants and Equipment

Adequate and strategically located reserves are of little commercial value
currently unless the coal can be mined from them in a most economical fashion
and be efficiently prepared for the consumer in the size and of the analysis best
suited to his needs. In 1945 only a very small percentage of the coal mined by the
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constituent companies came from modern and efficient operations. Therefore,
an extensive program has gone on during these five years to make all our long
lite producing units into the most efficient and most modern possible. At the
beginning of the period, for example, 349, of our coal was hand loaded. Today
all of our coal is mechanically loaded except a very small quantity of special
purpose coal produced from a few short life older mines in Western Pennsyl-
vania. None of these hand loading mines, which represent less than 5%, of our
present daily output, has a life of more than six years; however, because of its
quality this coal is urgently needed for metallurgical purposes.

Our original underground mining and stripping modernization programs are
substantially completed, but we are constantly trying new methods and new
equipment which means that our program will be a continuous one if we are
to keep mining operations at the top standards we have set for ourselves. There
is no other way to overcome the high wages which we feel it is incumbent on
the coal industry to pay 1n order to bring into the mines the best type of labor
which has now become so necessary in order to operate the present intricate and
€xpensive equipment.

During the fhive-year period our output per man day, including deep and
surface mining, has increased from 7.5 tons to 10.3 tons, which has permitted

TONS PER MAN DAY

1946 1947 1948 1949 1950

Until July 1, 1947, the miner spent 8 hours at his place of work. Since that date, under-
ground travel time has been included in the work day, substantially reducing the hours
of productive time. The figures for productivity cover both underground and strip mines.
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DAILY CAPACITY FOR MECHANICALLY PREPARING COAL
(THOUSANDS OF TONS)

When Georgetown Preparation Plant is completed in the Spring
of 1951, the daily capacity will be increased to 136,200 tons.

us to minimize the effects of the great increase in wage rates shown in the chart
on page 13. While this improvement in productivity is partially due to the
increase in strip or surface mining, it may also be attributed to the large capital
expenditures We have made and the new mining methods developed during
the period.

After the coal is mined it must be carefully prepared in surface washing and
sizing plants. We have built three of these expensive plants during the five-year
period, namely, Arkwright in Northern West Virginia, Mathies in Western
Pennsylvania and Hendrix in Kentucky. A fourth one, Georgetown in Ohio, is
now nearing completion. The combined daily capacity of these four plants is
52,000 tons. We have modernized other surface plants and acquired some addi-
tional ones by purchase during the period. We recently authorized an additional
plant for our Williams Mine in Northern West Virginia. When this plant is

completed in 1952, all our long life mines will have been provided with modern
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