EU’s Biggest Coal Group to Cut Jobs, Close Mines to Survive
by Maciej Martewicz and Konrad Krasuski
Jan. 8, 2015 – Kompania Weglowa SA, the European Union’s biggest coal producer, will cut jobs, close mines, and get financial aid from state-owned power utilities, after the Polish government backed a rescue plan for its 3rd-largest employer.
Poland wants to “gradually’ phase out operations at state-owned Kompania’s 4 mines, sell 1 to coal trader Weglokoks SA, and move its remaining 9 profitable facilities to a new holding company, the Economy Ministry said on its website.  Weglokoks and state-owned power producers are already in talks to buy stakes in the new group.  Poland estimates that as many 4,800 jobs may be redundant under the plan, which will cost the budget 2.3 billion zloty ($631 million) through 2016.
‘‘The time to talk has passed, now it’s time to take action,” Prime Minister Ewa Kopacz said at a news conference after a cabinet meeting yesterday.  “The alternative solution to the program could only be Kompania’s bankruptcy.”
Poland, which relies on coal for 90% of its electricity production, has been under growing pressure to overhaul the industry, after its 2 biggest producers last year failed to sell bonds to finance operations.  Kompania, which produces 1/4 of the EU’s hard coal and employs 49,000 people, has struggled to survive, as sluggish economic growth cut demand for the fuel and sent its prices to a 7-year low.
Strike Action
More than 1,000 workers at Kompania’s mines have started sit-down strikes, to protest against planned job cuts, Dominik Kolorz, chairman at one of the industry’s unions, said at a televised news conference in Katowice today.  Unions won’t attend tomorrow’s meeting with the government to discuss the revamp and will step up protests next week, he said.
Tomasz Glogowski, a Kompania spokesman, didn’t answer a call or a message sent to his mobile phone seeking comment.
The government wants to prepare a plan for utilities’ investments in the industry this month, Deputy Economy Minister Wojciech Kowalczyk said yesterday.  The transaction should be completed through June, the ministry said on its website.
Buying mining assets is “rational,” as all utilities want to have access to fuel supplies and will help stabilize coal prices on the domestic market, Kowalczyk said.  He declined to comment on the value of the deal or what stakes may be bought.
Power Utilities
PGE SA, the country’s biggest power generator, fell 0.9% to 19.07 zloty at 3:14 p.m.  in Warsaw, trimming yesterday’s 1.4% gain.  PGE may spend as much as 1.5 billion zloty on Kompania’s restructuring, Marcin Gatarz, a Warsaw-based analyst at UniCredit SpA, said in a note today.
In April, state-owned coal producer JSW SA acquired a mine from Kompania for 1.49 billion zloty, while utility Tauron Polska Energia SA bought out Kompania’s stake in a venture for 310 million zloty in December 2013.
JSW shares jumped as much as 10% today, while Lubelski Wegiel Bogdanka SA, Poland’s most profitable coal mine, surged 4.2%, extending yesterday’s 3% gain.
“The government’s plan is positive for Bogdanka in the mid and long term, due to lower supply of coal,” Artur Iwanski, an analyst at PKO Bank Polski SA, said in a note today.
Lower Costs
Kompania will cut production cost to about 200 zloty a ton by the end of this year, from 316 zloty after closing mines, Kowalczyk said.  Its total output from 9 mines will reach about 29 million tons within one year, matching its current annual production from all 14 plants.
The company may post an operating profit of about 200 million zloty this year and 500 to 600 million zloty in 2016, he said.  Kompania’s operating loss was 1.12 billion zloty for 11 months of 2014, Kowalczyk said.
Trader Weglokoks will pay Kompania with cash for its 4 mines and cancel debt owed by the coal group, in the first stage of asset transfers, according to Kowalczyk.  Kompania will later move the remaining 5 mines to the new holding group.  Then power utilities will be able to buy stakes in the entity.
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