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PART I: FINANCIAL INFORMATION 
  

National Coal Corp.  
Condensed Consolidated Balance Sheets  

(Unaudited)  
  

The Condensed Consolidated Balance Sheet as of December 31, 2008 was derived from Audited Financials.  

See Accompanying Notes to Condensed Consolidated Financial Statements.  
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Item 1. Financial Statements 

   June 30, 2009   December 31, 2008 

Assets    

Current Assets:    

Cash and cash equivalents   $ 945,432   $ 4,624,511  
Restricted cash   2,479,871    2,771,445  
Accounts receivable, net  6,026,309    5,738,137  
Inventory    5,543,970    3,690,162  
Prepaid and other current assets   1,657,794    1,550,873  

    
 

   
 

Total Current Assets   16,653,376    18,375,128  

Property, plant, equipment and mine development, net  100,151,492    102,446,696  
Deferred financing costs    4,701,349    4,779,439  
Restricted cash   20,325,426    19,916,320  
Other non-current assets   2,327,617    2,291,634  

    
 

   
 

Total Assets  $ 144,159,260   $ 147,809,217  
    

 

   

 

Liabilities and Stockholders’ (Deficit) Equity    

Current Liabilities:    

Accounts payable  $ 18,386,181   $ 13,782,871  
Accrued expenses    5,398,324    2,586,312  
Debt obligation in default   64,256,963    —   
Borrowings under short-term line of credit   4,000,000    —   
Current maturities of long - term debt   2,524,622    3,616,338  
Current installments of obligations under capital leases   1,579,025    1,943,968  
Current portion of asset retirement obligations   371,347    259,607  
Deferred revenue  —      2,224,880  

    
 

   
 

Total Current Liabilities   96,516,462    24,413,976  

Long - term debt, less current maturities, net of discount   42,286,023    103,499,899  
Obligations under capital leases, less current installments   847,864    1,419,099  
Asset retirement obligations, less current portion  7,672,296    7,150,091  
Deferred revenue    1,178,580    1,303,655  
Other non-current liabilities   1,971,101    2,138,235  
Deferred tax liability   1,691,529    2,393,527  

    
 

   
 

Total Liabilities  152,163,855    142,318,482  
         

Stockholders’ Equity (Deficit):    

Common Stock, $.0001 par value; 80 million shares authorized; 34,379,889 and 
34,184,824 shares issued and outstanding at June 30, 2009 and December 31, 2008   3,437    3,418  

Additional paid - in capital   115,511,584    114,770,947  
Accumulated deficit  (123,519,616)   (109,283,630) 

    
 

   
 

Total Stockholders’ (Deficit) Equity   (8,004,595)   5,490,735  
         

Total Liabilities and Stockholders’ (Deficit) Equity   $ 144,159,260   $ 147,809,217  
    

 

   

 



National Coal Corp. 
Condensed Consolidated Statements of Operations  

(Unaudited)  
  

See Accompanying Notes to Condensed Consolidated Financial Statements.  
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For the Three Months Ended 

June 30,   
For the Six Months Ended 

June 30,  
   2009   2008   2009   2008  

Revenues:   
Coal sales   $34,351,772   $30,371,697   $ 68,438,797   $ 65,855,138  
Other revenues   919,674   1,215,043    1,910,388    1,400,349  

    
 

   
 

   
 

   
 

Total revenues   35,271,446   31,586,740    70,349,185    67,255,487  
                 

Operating expenses:      

Cost of coal sales (exclusive of depreciation, depletion, 
amortization and accretion)   30,789,570   29,150,572    62,276,676    63,622,147  

Cost of services   766,286   1,144,488    1,708,665    1,144,488  
Depreciation, depletion, amortization and accretion   4,041,380   2,698,517    8,960,899    7,390,364  
General and administrative  1,761,429  2,798,746   4,003,558    4,623,368  

    
 

   
 

   
 

   
 

Total operating expenses   37,358,665   35,792,323    76,949,798    76,780,367  
                 

Loss from operations    (2,087,219)   (4,205,583)   (6,600,613)   (9,524,880) 
    

 
   

 
   

 
   

 

Other income (expense):      

Interest expense   (4,627,745)  (4,448,591)   (8,644,128)   (9,056,159) 
Interest income   81,735   315,900    182,922    544,810  
Income from joint venture  69,921  23,113   150,598    225,129  
Other    (49,923)   (1,073,201)   (26,763)   (1,756,177) 

    
 

   
 

   
 

   
 

Other income (expense), net   (4,526,012)  (5,182,779)   (8,337,371)   (10,042,397) 
                 

Loss before income taxes   (6,613,231)  (9,388,362)   (14,937,984)   (19,567,277) 

Income tax benefit   267,662   318,157    701,998    394,167  
    

 
   

 
   

 
   

 

Net loss   (6,345,569)  (9,070,205)   (14,235,986)   (19,173,110) 

Preferred stock dividend  —   (39,889)  —      (79,779) 
    

 
   

 
   

 
   

 

Net loss attributable to common shareholders   $ (6,345,569)  $ (9,110,094)  $(14,235,986)  $(19,252,889) 
    

 

   

 

   

 

   

 

Basic net loss per common share   $ (0.19)  $ (0.30)  $ (0.42)  $ (0.65) 
    

 

   

 

   

 

   

 

Diluted net loss per common share   $ (0.19)  $ (0.30)  $ (0.42)  $ (0.65) 
    

 

   

 

   

 

   

 

Weighted average common shares outstanding   33,997,537   30,080,337    33,991,216    29,450,135  
    

 

   

 

   

 

   

 



National Coal Corp. 
Condensed Consolidated Statements of Cash Flows  

(Unaudited)  
  

See Accompanying Notes to Condensed Consolidated Financial Statements.  
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For the Six Months Ended 

June 30,  
   2009   2008  

Operating Activities    

Net loss   $(14,235,986)  $(19,173,110) 
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:    

Depreciation, depletion, amortization and accretion    8,960,899    7,390,364  
Deferred income tax benefit   (701,998)   (394,167) 
Amortization of deferred financing costs    688,235    477,840  
Amortization of debt discount    1,142,846    1,503,642  
Gain on disposal of assets    38,762    (102,146) 
Loss on sale of Straight Creek properties    —      397,549  
Loss on extinguishment of debt    —      1,676,840  
Income from joint venture    (150,598)   (225,129) 
Bad debt expense   222,712    —   
Settlement of asset retirement obligations    (144,423)   (386,763) 
Stock option expense    740,656    453,926  
Changes in operating assets and liabilities:    

Accounts receivable    (510,884)   (146,472) 
Inventory    (1,416,562)   (130,323) 
Prepaid and other current assets    892,383    1,095,344  
Other non - current assets   188,815    80,000  
Accounts payable and accrued expenses    9,215,323    1,653,260  
Deferred revenue    (2,224,880)   —   
Other non - current liabilities    (167,134)   23,875  

    
 

   
 

Net cash flows provided by (used in) operating activities   2,538,166    (5,805,470) 
    

 
   

 

Investing Activities    

Capital expenditures    (6,074,711)   (5,435,458) 
Proceeds from sale of Straight Creek properties    —      10,711,399  
(Increase) decrease in restricted cash    (409,106)   3,645,906  
Additions to prepaid royalties   (74,200)   (518,299) 

    
 

   
 

Net cash flows (used in) provided by investing activities    (6,558,017)   8,403,548  
         

Financing Activities    

Proceeds from issuance of common and preferred stock    —      10,863,256  
Proceeds from stock option exercises    —      1,037,125  
Proceeds under short-term line of credit    4,000,000    —   
Repayments of long-term debt    (2,076,905)   (12,876,093) 
Repayments of obligations under capital leases    (1,143,065)   (279,966) 
Payments for deferred financing costs   (439,258)   —   

    
 

   
 

Net cash flows provided by (used in) financing activities    340,772    (1,255,678) 
    

 
   

 

Net (decrease) increase in cash and cash equivalents   (3,679,079)   1,342,400  
Cash and cash equivalents at beginning of period    4,624,511    9,854,351  

    
 

   
 

Cash and cash equivalents at end of period   $ 945,432   $ 11,196,751  
    

 

   

 

Supplemental Cash Flow Information    

Cash paid during the year for interest   $ 3,081,947   $ 7,696,009  
Non-cash investing and financing activities:    

Preferred stock effective dividends   —      131,712  
10.5% Senior Secured Notes exchanged for common stock   —      12,735,848  
Financed equipment acquisitions    77,700    225,131  
Equipment acquired through obligations under capital leases    336,000    3,317,221  
Asset retirement obligations incurred, acquired or recosted    324,332    158,300  
Interest and fees paid in-kind or financed    2,100,000    —   



National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements  

1. Business Overview  
National Coal Corp. (the “Company”) consists primarily of two wholly-owned subsidiaries: (i) National Coal Corporation and 
(ii) NCC Corp. and its wholly-owned subsidiary National Coal of Alabama, Inc. The Company principally engages in the business of 
mining high quality bituminous steam coal in East Tennessee and North Alabama and, until March 31, 2008, in Southeast Kentucky. 
Its customers are electric utilities and industrial concerns in the surrounding states.  

On August 3, 2009, the holders of the 12% Notes due 2012 foreclosed on the outstanding capital stock of NCA, the collateral for the 
12% Notes due 2012, in partial satisfaction of the 12% Notes due 2012 and NCA is no longer a subsidiary of the Company as of such 
date. Upon the foreclosure, the Company’s remaining operations are all located in Tennessee. The Company acquired its Alabama 
operations in October 2007, financed principally through the issuance of $60 million in 12% Notes due 2012. On June 26, 2009, 
National Coal of Alabama, Inc. (“NCA”) was obligated to pay to its debt holders approximately $1.9 million of accrued interest on its 
12% Notes due 2012. The date for making the interest payment was extended by the holders of the 12% Notes due 2012 to July 17, 
2009, and on July 21, 2009 NCA defaulted on the 12% Notes due 2012 as the interest payment had not been made. As a result, the 
entire debt obligation in default of $64.3 million which also includes the Overriding Royalty Obligation, net of debt discounts, has 
been classified as a current liability in the accompanying balance sheet at June 30, 2009. Additionally, the credit agreement provides 
that upon the acceleration of the entire unpaid balance of the indebtedness, the holders of the 12% Notes due 2012 are entitled to 
receive the Make-Whole Amount, which amount is the present value of all future interest payments with respect to the principal 
amount of the indebtedness under the agreement. The Company estimates the Make-Whole Amount will be approximately $19.8 
million.  

No creditor of NCC Corp. or NCA, including the holders of the 12% Notes due 2012, has any recourse to National Coal Corp. or its 
other subsidiaries for any liabilities of NCC Corp. or NCA, including liabilities arising under the credit agreement. Management 
believes that the operations of National Coal Corp. and its other subsidiaries will continue independently of any actions taken with 
respect to NCA and its assets. The Company expects to report a gain on the disposition of NCA in the third quarter 2009 due to its 
negative equity position in NCA.  

In Tennessee, the Company owns the coal mineral rights to approximately 65,000 acres of land and leases the rights to approximately 
14,000 additional acres. As of June 30, 2009, the Company’s mining complexes included two active and three inactive underground 
mines, one inactive and two active surface mines, and one highwall mine. In addition, the Company has two preparation plants and 
two unit train loading facilities in Tennessee served by the Norfolk Southern (“NS”) railroad. The Company holds seven permits that 
allow it to open new or re-open existing mines in Tennessee close to current operations. As of June 30, 2009, the Company controlled
approximately 33.6 million estimated recoverable tons of coal reserves in Tennessee as defined by the SEC Industry Guide 7 as that 
part of a mineral deposit which could be economically and legally extracted at the time of the reserve determination. At June 30, 
2009, the Company’s Tennessee operations had cash and cash equivalents of approximately $0.6 million and negative working capital
of approximately $12.6 million. Cash flows provided by (used in) the Tennessee operations were $0.6 million and $(8.5) million for 
the six months ended June 30, 2009 and 2008, respectively.  

Management believes that the Company has sufficient resources to fund its Tennessee operations throughout the remainder of 2009. 
However, this belief is predicated on certain assumptions as to: (i) sales volumes, related pricing and customers continuing to take  
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National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
deliveries of our coal as contracted; (ii) production levels; (iii) the availability of coal to be purchased at a reasonable price; 
(iv) budgeted capital expenditures; and (v) cost per ton level decreases at existing mines and newly opened mines. Significant 
deviation from any one of these assumptions could have a material adverse effect on the Company’s operating cash flows.  

The Company relies primarily on its ability to generate cash from operations to service its debt. If it does not generate sufficient cash 
flows to meet its debt service requirements, the Company may need to seek additional financing, the availability of which is uncertain 
given the current state of credit markets. If it is unable to obtain financing on terms that are acceptable to them amidst the tightening 
credit market, the Company could be forced to raise equity financing or sell assets under unfavorable circumstances to make up for 
any shortfall in its payment obligations. Additionally, since the Company defaulted on its 12% Notes due 2012, future financings may 
be difficult to obtain, if at all. The 10.5% Notes due 2010 limit the Company’s ability to sell assets and also restrict the use of the 
proceeds from any such sale. However, the debt facility does allow asset sales if the funds generated from such sales are used to pay 
outstanding debt and prepayment costs associated with the debt obligation. Even if asset sales are permitted, the Company may not be 
able to sell assets in a timely manner or for sufficient amounts to enable the Company to meet its debt obligations.  

On August 10, 2009, the Company drew down an additional $1 million pursuant to the terms of its Revolving Credit Agreement, 
bringing total outstanding borrowings to $5 million. The intended use of this line draw is to fund a reclamation bonding program with 
a surety that was executed July 2009 and that will release up to $4 million of restricted cash that will be made available for working 
capital purposes, including to reduce trade payables, and repayment of amounts borrowed under the Revolving Credit Agreement. 
However, there can be no assurances that the restricted cash released will be in amounts sufficient to repay all outstanding borrowings 
under the Revolving Credit Agreement due December 2009.  

During the six months ended June 30, 2009, the Company’s Tennessee operations generated total revenues of $43.2 million and sold 
approximately 0.6 million tons of coal. Revenues are derived primarily from the sale of coal to electric utility companies in the 
Southeastern United States pursuant to long-term contracts or open purchase order arrangements with long-time customers. Georgia 
Power represented approximately 93% of the Tennessee operation’s coal revenues for the six months ended June 30, 2009.  

The Company typically sells its coal for a specified per ton amount and at a negotiated price pursuant to both short-term contracts and 
contracts of twelve months or greater. The weighted average selling price per ton in Tennessee is $74.45, $79.56, and $76.23 on 
0.6 million, 0.9 million, and 0.9 million tons contracted for the remainder of 2009, and fiscal years 2010 and 2011, respectively. Price 
adjustment, “price reopener” and other similar provisions in long-term supply agreements may reduce the protection from short-term 
coal price volatility traditionally provided by such contracts. Any adjustment or renegotiation leading to a significantly lower contract 
price would result in decreased revenues and lower gross margins, which could have a material adverse effect on the Company’s 
operating cash flows. Additionally, the Company’s customers may have the ability to delay the timing of their purchases, which could 
negatively impact operating cash flows. Finally, coal supply agreements also typically contain force majeure provisions allowing 
temporary suspension of performance by the Company or its customers during the duration of specified events beyond the control of 
the affected party.  

The Company assumes it will meet its contract commitments through a combination of produced tons and purchased coal. The 
Company’s production can be negatively impacted by weather, labor shortages or equipment break-downs. Additionally, geological 
and mining conditions may not be fully identified by available exploration data or may differ from experience in current operations. 
During 2008, the Company experienced severe increases in diesel fuel and costs associated with all petroleum related products and  
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National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
also encountered additional regulatory examination, as did most of its competitors that weakened productivity. Additionally, coal for 
purchase may not be available, or available only at unfavorable prices. The occurrence of such events can adversely affect production, 
the cost of sales or both, and could have a materially adverse effect on the Company’s operating cash flows.  

The Company invested approximately $4.7 million in equipment and mine development in its Tennessee operations during the six 
months ended June 30, 2009. During the remainder of 2009, management expects to incur approximately $1.0 million - $1.5 million 
to maintain existing assets in Tennessee. In prior years, the Company experienced the unanticipated loss of the use of key equipment, 
which resulted in lost production and lost revenues. The Company may experience similar mechanical failures in the future, which 
could have a material adverse effect on its operating cash flows.  

2. Summary of Significant Accounting Policies  
Basis of Presentation  
The accompanying consolidated financial statements include the accounts of National Coal Corp. and those of its two wholly-owned 
operating subsidiaries, National Coal Corporation and NCC Corp. and their respective wholly-owned subsidiaries, NC Railroad, Inc., 
Jacksboro Coal Company, Inc. and National Coal of Alabama, Inc. Additionally, operations for the six months ended June 30, 2008 
include those of the Company’s former Straight Creek operations, which were sold on March 31, 2008. Revenues and net losses 
attributable to the Straight Creek operations were $5.0 million and $(2.4) million, respectively, for the six months ended June 30, 
2008.  

All intercompany transactions and balances have been eliminated in consolidation. Investments in business entities in which National 
Coal Corp. and its subsidiaries do not have control, but have the ability to exercise significant influence over the operating and 
financial policies, are accounted for under the equity method.  

The unaudited consolidated financial statements do not include footnotes and certain financial information normally presented 
annually under accounting principles generally accepted in the United States of America and should, therefore, be read in conjunction 
with the Annual Report on Form 10-K of National Coal Corp. for the year ended December 31, 2008. The accompanying unaudited 
consolidated financial statements reflect all adjustments (consisting of normal recurring adjustments) that, in the opinion of 
management, are considered necessary for a fair presentation of the financial position, results of operations, and cash flows for the 
periods presented. Accounting measurements at interim dates inherently involve greater reliance on estimates than at year-end. The 
results of operations for the three and six months ended June 30, 2009 are not necessarily indicative of results that can be expected for 
the fiscal year. Any material subsequent events have been evaluated for disclosure through August 10, 2009, the date of the filing of 
this Form 10-Q.  

Use of Estimates  
The preparation of financial statements in conformity with U.S. generally accepted accounting principles requires management to 
make estimates, judgments, and assumptions that affect the reported amounts and related disclosures of assets, liabilities, revenues, 
and expenses at the date of the financial statements and for the periods then ended. On an on-going basis, management evaluates the 
estimates used, including those related to workers’ compensation, reclamation and mine closure obligations, coal reserve values, 
income taxes, and contingencies. Estimates are based on historical experience, actuarial estimates, current conditions, and various 
other assumptions that management believes to be reasonable under the circumstances. Actual results may differ from these estimates. 
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National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
Cash and Cash Equivalents  
Cash and cash equivalents are stated at cost. Cash equivalents consist of highly liquid investments with maturities of three months or 
less when acquired.  

Accounts Receivable  
Trade accounts receivable are recorded at the invoiced amount and do not bear interest. Customers are primarily utilities and 
industrial companies. Balances are stated net of an allowance for doubtful accounts, which was $652,712 and $430,000 at June 30, 
2009 and December 31, 2008, respectively. Bad debts expense was $0 and $193,414, net of recoveries of $29,298 during the three 
and six months ended June 30, 2009, respectively, and $609,859 during the three and six months ended June 30, 2008.  

Inventory  
Inventory includes mined coal, purchased coal and tires. Mined coal is classified as inventory at the point it is extracted, and is valued 
at the lower of average cost or net realizable value. As of June 30, 2009 and December 31, 2008 the Company reduced the carrying 
value of its inventories by $2,968,631 and $1,255,157, respectively, to state mined coal inventories at net realizable value. Mined coal 
inventory costs include labor, fuel, equipment costs, and operating overhead. Purchased coal inventory is valued at the lower of 
average cost or net realizable value. Tires are classified as inventory when purchased and recorded at the lower of average cost or 
market.  

Property, Plant, Equipment and Mine Development  
Property and equipment are stated at cost. Maintenance and repairs that do not improve efficiency or extend economic life are 
expensed as incurred. Plant and equipment are depreciated using the straight-line method over the estimated useful lives of assets 
which generally range from seven to thirty years for building and plant and one to seven years for equipment. Upon sale or retirement, 
asset cost and related accumulated depreciation are removed from the accounts and any related gain or loss is reflected in the 
statement of operations.  

Leasing is used for certain capital additions when considered cost effective relative to other capital sources, and is classified as either 
capital or operating as appropriate. Leased equipment meeting the capital lease criteria of Statement of Financial Accounting 
Standards 13, Accounting for Leases is capitalized and the present value of the related lease minimum payments is recorded as a
corresponding asset and liability. Amortization of capitalized leased assets is computed using the straight-line method over the shorter 
of the estimated useful life or the initial lease term.  

Mineral rights represent tangible assets that are recorded at fair value when acquired, including amounts associated with any value 
beyond proven and probable reserves. Mine development costs are recorded at cost as incurred. The Company’s coal reserves are 
controlled either through direct ownership or through leasing arrangements which generally last until the recoverable reserves are 
depleted. Depletion of reserves and amortization of mine development costs is computed using the units-of-production method over 
the estimated proven and probable recoverable tons.  
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National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
The Company reviews its long-lived assets for impairment when events or changes in circumstances indicate that the carrying amount
of the assets may not be recoverable. If impairment indicators are present and the future undiscounted cash flows are less than the 
carrying value of the assets, the carrying values are reduced to the estimated fair value.  

Deferred Financing Costs  
Deferred financing costs represent capitalized expenses associated with the issuance of debt. Deferred financing costs are amortized 
by the interest method over the life of the associated debt.  

Restricted Cash  
Restricted cash includes accrued interest and consists principally of certificates of deposit and money market accounts securing letters 
of credit and surety bonds which collateralize mine reclamation obligations with various federal and state regulatory authorities. The 
current portion of restricted cash includes (i) short-term deposits for which statutory restrictions will be released within one year and 
(ii) an estimate of performance bond amounts associated with those permits for which the reclamation work has been completed and 
the release has been requested from the appropriate mining commission prior to the reporting date.  

Investments Accounted For Using the Equity Method  
In November 2007, National Coal of Alabama acquired a 49% interest in Powhatan Dock, LLC which operates a barge load-out 
facility in Alabama. The Company accounts for its investment using the equity method. During the three and six months ended 
June 30, 2009, the Company recorded $69,921 and $150,598, respectively, of equity method income associated with this investment 
and incurred $130,567 and $256,939, respectively, in barge loading fees with this investee. During the three and six months ended 
June 30, 2008, the Company recorded $23,113 and $225,129, respectively, of equity method income associated with this investment 
and incurred $180,073 and $526,813, respectively, in barge loading fees with this investee. Powhatan Dock, LLC recorded revenues 
of $765,848 and $1,589,684 and net income of $142,696 and $307,344 during the three and six months ended June 30, 2009. 
Powhatan Dock, LLC recorded revenues of $820,380 and $2,095,799 and net income of $47,172 and $459,448 during the three and 
six months ended June 30, 2008.  

Prepaid Mining Royalties  
Certain coal leases require minimum or advance payments which are deferred and charged to cost of sales as coal is extracted and 
sold. The Company had prepaid royalties of approximately $581,000 and $578,000 at June 30, 2009 and December 31, 2008, 
respectively, included in other non-current assets in the accompanying balance sheets.  

Reclamation and Asset Retirement Obligations  
The Surface Mining Control and Reclamation Act of 1977 and similar state statutes require mine properties to be restored in 
accordance with specified standards. SFAS No. 143, Accounting for Asset Retirement Obligations requires recognition of an asset
retirement obligation (“ARO”) for eventual reclamation of disturbed acreage remaining after mining has been completed. The
Company records its reclamation obligations on a permit-by-permit basis using requirements as determined by the Office of Surface 
Mining of the U.S. Department of the Interior (“OSM”). The liability is calculated based upon the reclamation activities remaining 
after coal removal ceases, assuming that reclamation activities have been contemporaneous within state and federal guidelines during 
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National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
mining. A liability is recorded for the estimated future cost that a third party would incur to perform the required reclamation and 
mine closure discounted at the Company’s credit-adjusted risk-free rate. A corresponding increase in the asset carrying value of 
mineral rights is also recorded. The ARO asset is amortized on the units-of-production method over the proven and probable reserves 
associated with that permit, and the ARO liability is accreted to the expected reclamation date at the Company’s credit-adjusted risk-
free rate. These expenses are included in depreciation, depletion, amortization, and accretion in the operating expenses section of the 
statement of operations.  

Stock-based Compensation  
The Company’s 2004 Option Plan (the “Plan”) was authorized by the Board of Directors of the Company in March 2004, and
amended in January 2005. Under the terms of the Plan, stock options may be granted to officers, directors, employees, and others. At 
June 30, 2009, 4,450,000 shares of common stock were authorized for issuance under the Plan. Shares subject to awards that expire 
unexercised or are otherwise terminated, again become available for awards. Upon exercise, stock is issued from unissued or treasury 
shares. The grant price of an option under the Plan generally may not be less than the fair market value of the common stock subject 
to such option on the date of grant. Options have a maximum life of ten years and generally vest 25% per year over a four year period. 
Currently, all stock options issued under the plan are non-statutory.  

Effective January 1, 2006, the Company adopted SFAS No. 123, Share-Based Payment (“SFAS 123(R)”) using the modified-
prospective transition method. SFAS 123(R) requires all share-based payments to employees, including grants of employee stock 
options, to be recognized as compensation expense in the consolidated financial statements based on their fair values. Under the 
modified-prospective transition method, the Company recognizes compensation expense for the unvested portion of all share-based 
payments granted on or prior to December 31, 2005 over the remaining service period based on the grant date fair value estimated in 
accordance with SFAS 123(R) and recognizes compensation cost for all share-based payments granted on or subsequent to January 1, 
2006 over the service period based on grant date fair value estimated in accordance with SFAS 123(R).  

Workers’ Compensation  
In Tennessee, the Company provides for income replacement and medical treatment for work related injury and occupational disease 
resulting from coal workers’ pneumoconiosis (Black Lung Disease), as required by federal and state law, through insurance policies 
with high deductibles. In Alabama, the Company provides “total cost” insurance policies which have minimal deductibles. Loss 
funding provisions for deductibles are based on determinations by independent actuaries or claims administrators.  

Revenue Recognition  
The Company recognizes revenue when title or risk of loss passes to the common carrier or customer. This generally occurs when 
coal is loaded onto trains, barges or trucks at one of our loading facilities or at third party facilities. In most cases, the Company 
negotiates a specific sales contract with each customer, which specifies a fixed price per ton, premiums and penalties for quality 
variances, a delivery schedule, and payment terms. Contracts range in duration from one to three years.  

Revenue is also earned from contract mining services, from tippling fees charged other coal producers to use the Company’s loading 
facilities and from royalties based on coal mined by lessees.  
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Freight Revenue and Costs  
Shipping and handling costs paid to third-party carriers and invoiced to coal customers are included in cost of sales and coal sales, 
respectively.  

Income Taxes  
The Company recognizes deferred tax assets and liabilities for the future tax consequences attributable to differences between the 
financial statement carrying amounts of existing assets and liabilities and their respective tax bases in accordance with FASB 
Statement of Financial Accounting Standards No. 109, Accounting for Income Taxes. A valuation allowance is provided when it is 
more likely than not that some portion or all of a deferred tax asset will not be realized. The ultimate realization of deferred tax assets 
depends on the generation of future taxable income during the period in which related temporary differences become deductible. 
Management considers the scheduled reversal of deferred tax liabilities, projected future taxable income and tax planning strategies in 
this assessment. Deferred tax assets and liabilities are measured using the enacted tax rates expected to apply to taxable income in the 
years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of 
a change in tax rates is recognized in income in the period that includes the enactment date of such change.  

Comprehensive Loss  
The Company’s comprehensive losses as defined by SFAS No. 130, Reporting Comprehensive Income, are the same as the net losses
reported.  

Recent Accounting Pronouncements  
In April 2009, the FASB issued FSP FAS No. 115-2 and FAS No. 124-2, “Recognition and Presentation of Other-Than-Temporary 
Impairments” (“FSP FAS 115-2 and FAS 124-2”). This FSP amends the other-than-temporary impairment guidance in U.S. GAAP 
for debt securities to make the guidance more operational and to improve the presentation and disclosure of other-than-temporary 
impairments on debt and equity securities in the financial statements. This FSP does not amend existing recognition and measurement 
guidance related to other-than-temporary impairments of equity securities. The FSP is effective for interim and annual periods ending 
after June 15, 2009. The adoption of FSP FAS 115-2 and FAS 124-2 did not have a material impact on the Company’s consolidated 
financial position or results of operations.  

In April 2009, the FASB issued FSP FAS No. 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset 
or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly” (“FSP FAS 157-4”). This FSP 
provides additional guidance for estimating fair value in accordance with SFAS 157 when the volume and level of activity for the 
asset or liability have significantly decreased and includes guidance on identifying circumstances that indicate a transaction is not 
orderly. This FSP does not change the definition of fair value under SFAS 157. The FSP is effective for interim and annual periods 
ending after June 15, 2009. The adoption of FSP FAS 157-4 did not have a material impact on the Company’s consolidated financial 
position or results of operations.  

In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, Subsequent Events (“SFAS 165”). SFAS 165 
establishes general standards of accounting for and disclosure of events that occur after the balance sheet date but before financial 
statements are issued or are available to be issued. SFAS 165 is effective for interim and annual periods ending after June 15, 2009. 
The adoption of SFAS 165 did not have a material impact on the Company’s consolidated financial position or results of operations.  
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In June 2009, the FASB issued SFAS No. 166 “Accounting for Transfers of Financial Assets—an amendment of FASB Statement 
No. 140.” This standard eliminates the concept of a qualifying special purpose entity (“QSPE”) and modifies the derecognition 
provisions in SFAS No. 140. This statement is effective for financial asset transfers occurring after the beginning of an entity’s first 
fiscal year that begins after November 15, 2009. The Company does not expect the adoption of SFAS 166 to have an impact on the 
Company’s financial position or results of operations.  

In June 2009, the FASB issued SFAS No. 167 “Amendments to FASB Interpretation No. 46(R).” This statement amends the 
consolidation guidance applicable to variable interest entities and is effective as of the beginning of an entity’s first fiscal year that 
begins after November 15, 2009. The Company does not expect the adoption of SFAS 167 to have an impact on the Company’s 
financial position or results of operations.  

3. Property, Plant, Equipment and Mine Development, Net  
Property, plant, equipment and mine development consist of the following:  
  

4. Other Non-Current Assets  
Other non-current assets are as follows:  
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June 30, 

2009   
December 31,

2008  

Mining equipment and vehicles   $ 83,435,629   $ 76,946,861  
Land and buildings    5,488,921    5,512,129  
Furniture and office equipment   349,979    354,129  
Mineral rights    48,858,386    48,858,386  
Mine development    12,236,804    10,713,820  
Construction in progress    1,037,823    3,484,666  

    
 

   
 

  151,407,542    145,869,991  

Less accumulated depreciation, depletion and amortization    (51,256,050)   (43,423,295) 
    

 
   

 

Total property, plant, equipment and mine development, net   $100,151,492   $102,446,696  
    

 

   

 

   
June 30, 

2009   
December 31,

2008

Prepaid mining royalties   $ 581,406  $ 578,099
Long-term portion of prepaid assets    257,729  354,787
Deposits    745,985  766,849
Investment in joint venture    482,497  331,899
Franchise tax receivable    260,000  260,000

        

Total other non-current assets   $2,327,617  $2,291,634
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5. Accrued Expenses  
Accrued expenses consist of the following:  
  

In January 2009, the Company settled a legal case for $250,000.  

6. Debt and Financing Arrangements  
Long-term debt obligations of the Company, excluding capital leases, consist of the following:  
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June 30, 

2009   
December 31,

2008

NCA purchase obligation   $1,393,843  $1,379,380
Legal settlement reserve    —    250,000
Accrued expenses    682,480  242,522
Accrued payroll and related taxes    784,083   279,866
Accrued interest    2,122,350  223,750
Accrued federal, state and local taxes    415,568  210,794

        

Total accrued expenses   $5,398,324  $2,586,312
        

  
June 30, 

2009   
December 31,

2008

12.0% Senior Secured Notes, due 2012   $ 62,100,000   $ 60,000,000  
10.5% Senior Secured Notes, due 2010   42,000,000    42,000,000  
Overriding Royalty Interest obligation   9,119,852    9,056,734  
Equipment loans and installment purchase obligations   3,100,107    4,581,277  
Insurance premium financing   772,015    581,627  

         

  117,091,974    116,219,638  

Unamortized discounts   (8,024,366)   (9,103,401) 

Current portion of long-term debt   (2,524,622)   (3,616,338) 

Debt obligation in default   (64,256,963)   —   
         

Total long-term debt   $ 42,286,023   $103,499,899  
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12.0% Senior Secured Notes Due 2012  
On March 26, 2009, the Company obtained amended terms for certain covenants through December 31, 2009, and incurred a 
$300,000 amendment fee which was capitalized to deferred financing costs in the accompanying balance sheet. Additionally, as 
provided for in the March 26 amendment, the Company elected to borrow the $300,000 amendment fee as well as the full $1,800,000 
of interest due on March 30, 2009, in the form of a PIK (“Payment in Kind”) loan in principal amount equal to $2.1 million.  

On June 26, 2009, NCA was obligated to pay to its debt holders approximately $1.9 million of accrued interest on its 12% Notes due 
2012. The date for making the interest payment was extended by the holders of the 12% Notes due 2012 to July 17, 2009, and on 
July 21, 2009, NCA defaulted on the 12% Notes due 2012 as the interest payment had not been made. On August 3, 2009, the holders 
of the 12% Notes due 2012 foreclosed on the outstanding capital stock of NCA, the collateral for the 12% Notes due 2012, in partial 
satisfaction of the 12% Notes due 2012 and NCA is no longer a subsidiary of the Company as of such date. Upon the foreclosure, the 
Company’s remaining operations are all located in Tennessee. As a result, the entire debt obligation in default of $64.3 million which 
includes the Overriding Royalty Interest obligations, net of debt discounts, has been classified as a current liability in the 
accompanying balance sheet at June 30, 2009. Additionally, the credit agreement provides that upon the acceleration of the entire 
unpaid balance of the indebtedness, the holders of the 12% Notes due 2012 are entitled to receive the Make-Whole Amount, which 
amount is the present value of all future interest payments with respect to the principal amount of the indebtedness under the 
agreement. The Company estimates the Make-Whole Amount will be approximately $19.8 million.  

No creditor of NCC Corp. or NCA, including the holders of the 12% Notes due 2012, has any recourse to National Coal Corp. or its 
other subsidiaries for any liabilities of NCC Corp. or NCA, including liabilities arising under the credit agreement. Management 
believes that the operations of National Coal Corp. and its other subsidiaries will continue independently of any actions taken with 
respect to NCA and its assets. The Company expects to report a gain on the disposition of NCA in the third quarter 2009 due to its 
negative equity position in NCA.  

Short –Term Line of Credit  
On April 9, 2009 the Company entered into a Revolving Credit Agreement with Next View Partners, LLC, as administrative agent 
and collateral agent for certain lenders. This credit facility provides for borrowings of up to $10 million, and is permitted indebtedness 
under the indenture for the Company’s 10.5% Notes due 2010. The Company has the right to borrow up to an aggregate of $5 million 
on or before June 30, 2009 of which the Company has borrowed $4.0 million as of the date of this filing, and may borrow up to an 
aggregate of $10 million after June 30, 2009. All amounts under the revolving loans become due and payable on December 15, 2009, 
unless the Company obtains the consent of holders of its 10.5% Notes due 2010 to extend the maturity date until April 9, 2010. 
Interest under this facility is payable at an annual rate of 13% for amounts outstanding up to $5,000,000 and 15% for amounts 
outstanding in excess of $5,000,000. Interest is payable monthly in arrears. The obligations under this credit facility are secured by a 
lien on substantially all the assets of National Coal Corp. and its subsidiaries that own and operate the Company’s Tennessee mining 
operations. The credit facility contains several performance covenants, including minimum production and shipment amounts of coal, 
and limitations on additional indebtedness. The facility includes customary default provisions, and all outstanding obligations may 
become immediately due and payable in the event of the Company’s default. As of June 30, 2009, the Company was in compliance
with all relevant debt covenants.  
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7. Asset Retirement Obligations  
Asset retirement obligation activity for the six months ending June 30, 2009 follows:  
  

8. Stock – Based Compensation Plan  
The Company’s 2004 Option Plan (the “Plan”) was authorized by the Board of Directors of the Company in March 2004, and
amended in January 2005. Under the terms of the Plan, stock options may be granted to officers, directors, employees, and others. At 
June 30, 2009, 4,450,000 shares of common stock were authorized for issuance under the Plan. Shares subject to awards that expire 
unexercised or are otherwise terminated, again become available for awards. Upon exercise, stock is issued from unissued or treasury 
shares. The grant price of an option under the Plan may not be less than the fair market value of the common stock subject to such 
option on the date of grant. Options have a maximum life of ten years and generally vest 25% per year over a four year period.  

During the three months ended June 30, 2009 and 2008, the Company recognized $315,565 and $212,850, respectively, in stock-
based compensation expense, respectively. During the six months ended June 30, 2009 and 2008, the Company recognized $740,655 
and $453,926, respectively, in stock-based compensation expense, respectively.  

The fair value of each option was estimated on the date of the grant using the Black-Scholes option-pricing model with the following
weighted average assumptions:  
  

The risk-free interest rate is based on the U.S. Treasury rate for the expected life at the time of grant, volatility is based on the average 
long-term implied volatilities of peer companies as the Company’s trading history is limited, and the expected term is determined 
using the simplified method as accepted under Securities and Exchange Commission Staff Accounting Bulletin No. 107 assuming a
ten-year original contract term and graded vesting over four years. The weighted-average grant-date fair value of options issued  
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Obligation at December 31, 2008   $7,409,698  
Accretion expense    454,036  
Obligations incurred    324,332  
Obligations settled    (144,423) 

    
 

Obligation at June 30, 2009    8,043,643  
Current portion    (371,347) 

    
 

Long-term liability at June 30, 2009   $7,672,296  
    

 

   
Three Months Ended 

June 30,   
Six Months Ended

June 30,  
   2009   2008   2009   2008  

Expected term (years)   2.36   6.25   4.89   6.25  
Risk-free interest rates   0.99%  3.20%  1.71%  3.49% 
Expected dividend yield   0.0%  0.0%  0.0%  0.0% 
Expected volatility   93.47%  66.24%  89.65%  65.09% 



National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
during the three months ended June 30, 2009 and 2008 were $0.26 and $3.76, respectively. The weighted-average grant-date fair 
value of options issued during the six months ended June 30, 2009 and 2008 were $0.68 and $3.76, respectively. The total intrinsic 
value of options exercised during the six months ended June 30, 2008 was approximately $555,398. There were no options exercised 
during the six months ended June 30, 2009.  

Stock option activity for the six months ended June 30, 2009 follows:  
  

As of June 30, 2009, there was $1,182,567 of total unrecognized compensation cost related to non-vested stock options granted under 
the Plan. That cost is expected to be recognized over a weighted average period of 2.64 years. The weighted average remaining 
contractual term of exercisable options at June 30, 2009 was 2.93 years. The total fair value of shares vested during the six months 
ended June 30, 2009 and 2008, was $969,004, and $1,913,730, respectively.  

The Company from time to time issues restricted stock awards to key employees and directors. During the three months ended 
June 30, 2009 and 2008, the Company granted 30,000 restricted shares and 15,000 restricted shares, respectively, and recognized 
$122,780 and $0, respectively, in stock-based compensation expense. During the six months ended June 30, 2009 and 2008, the
Company granted 30,000 restricted shares and 15,000 restricted shares, respectively, and recognized $235,910 and $0, respectively, in 
stock-based compensation expense.  
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Options 

Outstanding  

Weighted 
Average 

Exercise Price  

Weighted 
Average 

Remaining 
Contractual

Term 
(in years)   

Aggregate 
Intrinsic Value

($000)

Outstanding at December 31, 2008   1,630,875   $ 6.35  6.51  $ —  
Granted   125,000   0.94    

Exercised   —    —      

Forfeited   (18,750)  4.72    

Expirations   —    —      
         

Outstanding at March 31, 2009   1,737,125   $ 5.98  7.73  $ 52,250
Granted   55,000   1.80    

Exercised   —    —      

Forfeited   (33,750)  4.54    

Expirations  —   —      
   

 
     

Balance at June 30, 2009   1,758,375   $ 5.88  7.52  $ 31,000
   

 

     

Vested or expected to vest at June 30, 2009   2,949,913   $ 4.59    

Exercisable   830,125   $ 6.62    
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9. Equity  
During May 2009, the holder of (i) a common stock purchase warrant dated March 10, 2005 to purchase 159,342 shares of the 
Company’s common stock at a current exercise price of $3.00 per share and (ii) 2,000 warrants dated December 29, 2005 to purchase 
63,005 shares of the Company’s common stock at a current exercise price of $8.50 per share exchanged their respective warrants for 
24,615 shares of the Company’s common stock.  

10. Earnings (Loss) Per Share  
Basic earnings or loss per share is computed by dividing net income or loss by the weighted average number of common shares 
outstanding during the year. Diluted earnings or loss per share is computed similarly to basic earnings or loss per share except that it 
reflects the potential dilution that could occur if dilutive securities or other obligations to issue common stock were exercised or 
converted into common stock. Diluted earnings or loss per share includes dilutive common stock equivalents, using the treasury stock 
method, and assumes that the potentially dilutive instruments were converted into common stock at the beginning of the year or upon 
issuance. Stock options with exercise prices greater than the average fair market price for a period, which are defined as anti-dilutive, 
are not included in the diluted earnings or loss per share calculations because of their anti-dilutive effect. In periods of losses, diluted 
loss per share is computed on the same basis as basic loss per share as the inclusion of any other potential shares outstanding would 
be anti-dilutive.  

For the three months ended June 30, 2009 and 2008, 125,000 and 2,553,808, respectively, potentially dilutive shares of the Company 
from warrants, convertible preferred stock and stock options were not included in the computation of diluted loss per share because to 
do so would be anti-dilutive. For the six months ended June 30, 2009 and 2008, 1,154,610 and 2,574,577, respectively, potentially 
dilutive shares of the Company from warrants, convertible preferred stock and stock options were not included in the computation of 
diluted loss per share because to do so would be anti-dilutive.  

The computations for basic and diluted earnings or loss per share from continuing operations are as follows:  
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Three months ended

June 30,   
Six months ended

June 30,  
   2009   2008   2009   2008  

Numerator:      

Net loss   $ (6,354,569)  $ (9,070,205)  $(14,235,986)  $(19,173,110) 
Preferred dividends   —    (39,889)   —      (79,779) 

                 

Numerator for basic and diluted   $ (6,354,569)  $ (9,110,094)  $(14,235,984)  $(19,252,889) 
    

 

   

 

   

 

   

 

Denominator:   
Weighted average shares – basic    33,997,537    30,080,337    33,991,216    29,450,135  

    

 

   

 

   

 

   

 

Net loss per share – basic and diluted   $ (0.19)  $ (0.30)  $ (0.42)  $ (0.65) 
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11. Supplemental Guarantor and Non – Guarantor Information  
NCA and its parent company, NCC Corp. (the “Alabama Companies”), have been designated as “unrestricted subsidiaries” with 
regard to the 10.5% Senior Secured Notes due 2010 and the Term Loan Credit Facility, which designation exempts them from being 
guarantors under those facilities. Further, the Alabama Companies do not guarantee any debt in which either National Coal Corp. or 
National Coal Corporation is the borrower. Conversely, National Coal Corp., National Coal Corporation and its subsidiaries (the 
“Tennessee Companies”) have been excluded as guarantors under the 12% Notes Payable due 2012.  

The following condensed consolidating financial information sets forth the financial position as of June 30, 2009 and December 31, 
2008 and results of operations and cash flows for the six months ended June 30, 2009 and 2008 of National Coal Corp. (“NCC”) and 
NCA. NCA was acquired on October 19, 2007 and, subsequent to June 30, 2009, was disposed of. (See Notes 1 and 6)  
  

19 



National Coal Corp. 
Notes to Condensed Consolidated Unaudited Financial Statements, Continued  

  
National Coal Corp.  

Supplemental Condensed Consolidating Balance Sheets  
June 30, 2009  
(Unaudited)  
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   NCC   NCA   Eliminations   Consolidated  

Assets      

Current Assets:      

Cash and cash equivalents   $ 628,978   $ 316,454   $ —     $ 945,432  
Restricted cash   —    2,479,871    —      2,479,871  
Accounts receivable, net   2,380,536  4,111,029   (465,256)   6,026,309  
Inventory    3,505,026    2,038,944    —      5,543,970  
Prepaid and other current assets   1,336,438   321,356    —      1,657,794  

    
 

   
 

   
 

   
 

Total current assets   7,850,978   9,267,654    (465,256)   16,653,376  

Property, plant, equipment and mine development, net   43,527,281  56,624,211   —      100,151,492  
Deferred financing costs    1,150,849    3,550,500    —      4,701,349  
Restricted cash   11,716,138   8,609,288    —      20,325,426  
Other non-current assets   14,667,015   831,603    (13,171,001)   2,327,617  

    
 

   
 

   
 

   
 

Total Assets   $ 78,912,261   $ 78,883,256   $(13,636,257)  $ 144,159,260  
    

 

   

 

   

 

   

 

Liabilities and Stockholders’ (Deficit) Equity      

Current Liabilities:      

Accounts payable   $ 10,972,123  $ 7,879,314  $ (465,256)  $ 18,386,181  
Accrued expenses    1,772,893    3,625,431    —      5,398,324  
Debt obligation in default   —    64,256,963    —      64,256,963  
Borrowings under short-term line of credit   4,000,000   —     —      4,000,000  
Current maturities of long-term debt   2,038,310   486,312    —      2,524,622  
Current installments of obligations under capital 

leases   1,519,407   59,618    —      1,579,025  
Current portion of asset retirement obligations   145,282  226,065    371,347  

    
 

   
 

   
 

   
 

Total Current Liabilities   20,448,015   76,533,703    (465,256)   96,516,462  

Long - term debt, less current maturities, net of discount   41,616,228   669,795    —      42,286,023  
Obligations under capital leases, less current installments   773,245   74,619    —      847,864  
Asset retirement obligations, less current portion   3,980,289   3,692,007    —      7,672,296  
Deferred revenue   1,178,580  —    —      1,178,580  
Other non - current liabilities    1,971,101    —      —      1,971,101  
Deferred tax liability   —    1,691,529    —      1,691,529  

    
 

   
 

   
 

   
 

Total Liabilities   69,967,458   82,661,653    (465,256)   152,163,855  
                 

Stockholders’ (Deficit) Equity:      

Common stock   3,437   104    (104)   3,437  
Additional paid - in capital   115,511,584   13,170,897    (13,170,897)   115,511,584  
Accumulated deficit   (106,570,218)  (16,949,398)   —      (123,519,616) 

                 

Total Stockholders’ (Deficit) Equity   8,944,803   (3,778,397)   (13,171,001)   (8,004,595) 
    

 
   

 
   

 
   

 

Total Liabilities and Stockholders’ (Deficit) 
Equity   $ 78,912,261  $ 78,883,256  $(13,636,257)  $ 144,159,260  
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   NCC   NCA   Eliminations   Consolidated  

Assets      

Current Assets:      

Cash and cash equivalents   $ 3,908,469   $ 716,042   $ —     $ 4,624,511  
Restricted cash   —    2,771,445    —      2,771,445  
Accounts receivable, net   477,706   5,263,786    (3,355)   5,738,137  
Inventory   2,957,654  732,508   —      3,690,162  
Prepaid and other current assets    1,282,777    268,096    —      1,550,873  

    
 

   
 

   
 

   
 

Total current assets   8,626,606   9,751,877    (3,355)   18,375,128  

Property, plant, equipment and mine development, net   43,674,758   58,771,938    —      102,446,696  
Deferred financing costs   1,238,267  3,541,172   —      4,779,439  
Restricted cash    11,338,137    8,578,183    —      19,916,320  
Other non-current assets   14,662,826   728,733    (13,099,925)   2,291,634  

    
 

   
 

   
 

   
 

Total Assets   $ 79,540,594   $ 81,371,903   $(13,103,280)  $ 147,809,217  
    

 

   

 

   

 

   

 

Liabilities and Stockholders’ Equity      

Current Liabilities:      

Accounts payable   $ 6,191,440   $ 7,594,786   $ (3,355)  $ 13,782,871  
Accrued expenses   880,632  1,705,680   —      2,586,312  
Current maturities of long-term debt    2,336,191    1,280,147    —      3,616,338  
Current installments of obligations under capital 

leases   1,886,251   57,717    —      1,943,968  
Current portion of asset retirement obligations   145,282   114,325    —      259,607  
Deferred revenue   1,241,840   983,040    —      2,224,880  

                 

Total Current Liabilities   12,681,636   11,735,695    (3,355)   24,413,976  

Long - term debt, less current maturities, net of discount   41,892,645   61,607,254    —      103,499,899  
Obligations under capital leases, less current installments   1,314,188   104,911    —      1,419,099  
Asset retirement obligations, less current portion   3,763,720   3,386,371    —      7,150,091  
Deferred revenue   1,303,655   —     —      1,303,655  
Other non - current liabilities   2,138,235  —    —      2,138,235  
Deferred tax liability   —   2,393,527   —      2,393,527  

    
 

   
 

   
 

   
 

Total Liabilities   63,094,079   79,227,758    (3,355)   142,318,482  
                 

Stockholders’ Equity:      

Common stock   3,418   104    (104)   3,418  
Additional paid - in capital   114,735,227   13,135,541    (13,099,821)   114,770,947  
Accumulated deficit   (98,292,130)  (10,991,500)   —      (109,283,630) 

                 

Total Stockholders’ Equity    16,446,515    2,144,145    (13,099,925)   5,490,735  
    

 
   

 
   

 
   

 

Total Liabilities and Stockholders’ Equity   $ 79,540,594   $ 81,371,903   $(13,103,280)  $ 147,809,217  
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   NCC   NCA   Eliminations  Consolidated  

Revenues:      

Coal sales   $21,733,844   $12,617,928   $ —     $34,351,772  
Other revenues   1,144,927   74,747    (300,000)   919,674  

                 

Total revenues    22,878,771    12,692,675    (300,000)   35,271,446  
    

 
   

 
   

 
   

 

Operating expenses:      

Cost of coal sales (exclusive of depreciation, depletion, amortization 
and accretion)  19,272,054  11,517,516    —      30,789,570  

Cost of services  766,286  —      —      766,286  
Depreciation, depletion, amortization and accretion    2,381,669    1,659,711    —      4,041,380  
General and administrative   1,568,290   493,139    (300,000)   1,761,429  

    
 

   
 

   
 

   
 

Total operating expenses   23,988,299   13,670,366    (300,000)   37,358,665  
                 

Loss from operations   (1,109,528)  (977,691)   —      (2,087,219) 
    

 
   

 
   

 
   

 

Other income (expense):    
Interest expense    (1,830,869)   (2,796,876)   —      (4,627,745) 
Interest income   74,652   7,083    —      81,735  
Income from joint venture   —    69,921    —      69,921  
Other   (40,827)  (9,096)   —      (49,923) 

    
 

   
 

   
 

   
 

Other income (expense), net  (1,797,044) (2,728,968)   —      (4,526,012) 
    

 
   

 
   

 
   

 

Loss before income taxes   (2,906,572)  (3,706,659)   —      (6,613,231) 

Income tax benefit   —    267,662    —      267,662  
                 

Net loss   $ (2,906,572)  $ (3,438,997)  $ —     $ (6,345,569) 
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   NCC   NCA   Eliminations  Consolidated  

Revenues:      

Coal sales   $15,520,631   $14,851,066   $ —     $30,371,697  
Other revenues   1,480,534   34,509    (300,000)   1,215,043  

                 

Total revenues    17,001,165    14,885,575    (300,000)   31,586,740  
    

 
   

 
   

 
   

 

Operating expenses:      

Cost of coal sales (exclusive of depreciation, depletion, amortization 
and accretion)  13,869,918  15,280,654    —      29,150,572  

Cost of services  1,144,488  —       1,144,488  
Depreciation, depletion, amortization and accretion    1,862,181    836,336    —      2,698,517  
General and administrative   2,215,013   883,733    (300,000)   2,798,746  

    
 

   
 

   
 

   
 

Total operating expenses   19,091,600   17,000,723    (300,000)   35,792,323  
                 

Loss from operations   (2,090,435)  (2,115,148)   —      (4,205,583) 
    

 
   

 
   

 
   

 

Other income (expense):    
Interest expense    (1,807,332)   (2,641,259)   —      (4,448,591) 
Interest income   183,780   132,120    —      315,900  
Income from joint venture   —    23,113    —      23,113  
Other   (1,139,779)  66,578    —      (1,073,201) 

    
 

   
 

   
 

   
 

Other income (expense), net  (2,763,331) (2,419,448)   —      (5,182,779) 
    

 
   

 
   

 
   

 

Loss before income taxes   (4,853,766)  (4,534,596)   —      (9,388,362) 

Income tax benefit   —    318,157    —      318,157  
                 

Net loss   $ (4,853,766)  $ (4,216,439)  $ —     $ (9,070,205) 
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   NCC   NCA   Eliminations  Consolidated  

Revenues:      

Coal sales   $40,841,859   $27,596,938   $ —     $ 68,438,797  
Other revenues   2,363,578   146,810    (600,000)   1,910,388  

                 

Total revenues    43,205,437    27,743,748    (600,000)   70,349,185  
    

 
   

 
   

 
   

 

Operating expenses:      

Cost of coal sales (exclusive of depreciation, depletion, 
amortization and accretion)  38,266,801  24,009,875    —      62,276,676  

Cost of services  1,708,665  —     —      1,708,665  
Depreciation, depletion, amortization and accretion    5,136,345    3,824,554    —      8,960,899  
General and administrative   3,426,026   1,177,532    (600,000)   4,003,558  

    
 

   
 

   
 

   
 

Total operating expenses   48,537,837   29,011,961    (600,000)   76,949,798  
                 

Loss from operations   (5,332,400)  (1,268,213)   —      (6,600,613) 
    

 
   

 
   

 
   

 

Other income (expense):    
Interest expense    (3,127,412)   (5,516,716)   —      (8,644,128) 
Interest income   157,106   25,816    —      182,922  
Income from joint venture   —    150,598    —      150,598  
Other   24,618   (51,381)   —      (26,763) 

    
 

   
 

   
 

   
 

Other income (expense), net  (2,945,688) (5,391,683)   —      (8,337,371) 
    

 
   

 
   

 
   

 

Loss before income taxes   (8,278,088)  (6,659,896)   —      (14,937,984) 

Income tax benefit   —    701,998    —      701,998  
                 

Net loss   $ (8,278,088)  $ (5,957,898)  $ —     $(14,235,986) 
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   NCC   NCA   Eliminations  Consolidated  

Revenues:      

Coal sales   $ 31,479,548   $34,375,590   $ —     $ 65,855,138  
Other revenues   1,964,155   36,194    (600,000)   1,400,349  

                 

Total revenues    33,443,703    34,411,784    (600,000)   67,255,487  
    

 
   

 
   

 
   

 

Operating expenses:      

Cost of coal sales (exclusive of depreciation, depletion, 
amortization and accretion)  32,278,348  31,343,799    —      63,622,147  

Cost of services  1,144,488  —     —      1,144,488  
Depreciation, depletion, amortization and accretion    4,894,622    2,495,742    —      7,390,364  
General and administrative   3,905,223   1,318,145    (600,000)   4,623,368  

    
 

   
 

   
 

   
 

Total operating expenses   42,222,681   35,157,686    (600,000)   76,780,367  
                 

Loss from operations   (8,778,978)  (745,902)   —      (9,524,880) 
    

 
   

 
   

 
   

 

Other income (expense):    
Interest expense    (4,010,038)   (5,046,121)   —      (9,056,159) 
Interest income   392,317   152,493    —      544,810  
Income from joint venture   —    225,129    —      225,129  
Other   (1,864,401)  108,224    —      (1,756,177) 

    
 

   
 

   
 

   
 

Other income (expense), net  (5,482,122) (4,560,275)   —      (10,042,397) 
    

 
   

 
   

 
   

 

Loss before income taxes   (14,261,100)  (5,306,177)   —      (19,567,277) 

Income tax benefit   —    394,167    —      394,167  
                 

Net loss   $(14,261,100)  $ (4,912,010)  $ —     $(19,173,110) 
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   NCC   NCA   Eliminations  Consolidated  

Operating Activities       

Net cash flows provided by operating activities   $ 630,724   $ 1,907,442   $ —    $ 2,538,166  
    

 
   

 
       

 

Investing Activities     
Capital expenditures    (4,291,069)   (1,783,642)   —     (6,074,711) 
Increase in restricted cash   (378,001)  (31,105)   —     (409,106) 
Additions to prepaid royalties   (45,000)  (29,200)   —     (74,200) 

    
 

   
 

       
 

Net cash flows used in investing activities   (4,714,070)  (1,843,947)   —     (6,558,017) 
                 

Financing Activities       

Proceeds under short-term line of credit   4,000,000   —      —     4,000,000  
Repayments of long-term debt   (1,642,213)  (434,692)   —     (2,076,905) 
Repayments of obligations under capital leases   (1,114,674)  (28,391)   —     (1,143,065) 
Payments for deferred financing costs  (439,258) —      —     (439,258) 

    
 

   
 

       
 

Net cash flows used in financing activities   803,855   (463,083)   —     340,772  
                 

Net decrease in cash and cash equivalents  (3,279,491) (399,588)   —     (3,679,079) 
Cash and cash equivalents at beginning of period    3,908,469    716,042    —     4,624,511  

    
 

   
 

       
 

Cash and cash equivalents at end of period   $ 628,978   $ 316,454   $ —    $ 945,432  
    

 

   

 

       

 

Supplemental Cash Flow Information       

Cash paid during the year for interest   $ 2,534,139   $ 547,808   $ —    $ 3,081,947  
Non-cash investing and financing activities:       

Financed equipment acquisitions  $ 34,852  $ 42,848   $ —    $ 77,700  
Equipment acquired through obligations under capital 

leases   336,000   —      —     336,000  
Asset retirement obligations incurred, acquired or 

recosted   —    324,332    —     324,332  
Interest and fees paid in-kind or financed   —    2,100,000    —     2,100,000  
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   NCC   NCA   Eliminations  Consolidated  

Net cash flows (used in) provided by operating activities   $ (8,509,395)  $ 2,703,925   $ —     $ (5,805,470) 
    

 
   

 
   

 
   

 

Investing Activities      

Capital expenditures  (3,517,779) (1,917,679)  —      (5,435,458) 
Proceeds from sale of Straight Creek properties    10,711,399    —      —      10,711,399  
Decrease in restricted cash   3,563,888   82,018    —      3,645,906  
Return of capital from subsidiary   423,913   —     (423,913)   —   
Additions to prepaid royalties   (390,625)  (127,674)   —      (518,299) 

                 

Net cash flows provided by (used in) investing activities  10,790,796  (1,963,335)  (423,913)   8,403,548  
    

 
   

 
   

 
   

 

Financing Activities      

Proceeds from issuance of common and preferred stock   10,863,256   —     —      10,863,256  
Proceeds from stock option exercises   1,037,125   —     —      1,037,125  
Repayments of long-term debt  (11,528,081) (1,348,012)  —      (12,876,093) 
Repayments of obligations under capital leases    (279,966)   —      —      (279,966) 
Payments for deferred financing costs   —    —     —      —   
Distribution to parent   —    (423,913)   423,913    —   

    
 

   
 

   
 

   
 

Net cash flows used in financing activities  92,334  (1,771,925)  423,913    (1,255,678) 
    

 
   

 
   

 
   

 

Net (decrease) increase in cash and cash equivalents   2,373,735   (1,031,335)   —      1,342,400  
Cash and cash equivalents at beginning of period   8,823,016   1,031,335    —      9,854,351  

                 

Cash and cash equivalents at end of period   $ 11,196,751   $ —     $ —     $ 11,196,751  
    

 

   

 

   

 

   

 

Supplemental Cash Flow Information   
Cash paid during the year for interest   $ 3,697,815   $ 3,998,194   $ —     $ 7,696,009  
Non-cash investing and financing activities:      

Preferred stock effective dividends   131,712   —     —      131,712  
10.5% Senior Secured Notes exchanged for 

common stock   12,735,848   —     —      12,735,848  
Equipment acquired through obligations under 

capital leases  225,131  —    —      225,131  
Financed equipment acquisitions    1,450,835    1,866,386    —      3,317,221  
Asset retirement obligations incurred, acquired or 

recosted   158,300   —     —      158,300  



12. Fair Value of Financial Instruments 

The following methods and assumptions were used by the Company in estimating its fair value disclosures for financial instruments 
at June 30, 2009 and December 31, 2008:  

Cash and accounts receivable: The carrying amount approximates fair value because of the short maturity of these instruments. 

Debt: The fair value of the Company’s long-term debt is estimated based on the quoted market prices for similar issues or on the 
estimated current rate of incremental borrowing available to the Company for similar liabilities.  
Debt obligation in default: The fair value of the Company’s debt obligation in default is estimated based on the purchase price
paid for the stock of NCA on August 3, 2009 of $19.0 million.  

The estimated fair values of the Company’s financial instruments are as follows:  
  

13. Commitments and Contingencies  
The Company is made a party to legal actions, claims, arbitration and administrative proceedings from time to time in the ordinary 
course of business. Management is not aware of any pending or threatened proceedings that might have a material impact on its cash 
flows, results of operations or financial condition.  

On January 9, 2009, the Company’s independent railroad operator experienced a train derailment on the Company’s short-line 
railroad. As a result of the derailment, the Company lost approximately 750 tons of coal, or revenues of approximately $50,000, and 
seven third-party rail cars were destroyed, with an estimated value of approximately $680,000. The Company’s independent railroad 
operator incurred $290,000 in clean up costs. However, the Company suffered no disruption of service. While the Company and its 
insurance carrier continue to investigate this matter, the Company believes it is not liable with respect to this incident and, 
accordingly, has not accrued any corresponding obligation as of June 30, 2009.  
  

28 

   June 30, 2009   December 31, 2008

   
Carrying
Amount   

Fair
Value   

Carrying 
Amount   

Fair
Value

Financial Assets:         

Cash and cash equivalents   $ 945,432  $ 945,432  $ 4,624,511  $ 4,624,511
Accounts receivable   6,026,309  6,026,309   5,738,137   5,738,137
Restricted cash   20,325,426  20,325,426   19,916,320   19,916,320

Financial liabilities:         

Debt  48,810,645  32,010,645   107,116,237   98,716,237
Debt obligation in default    64,256,963   19,000,000   —     —  



14. Subsequent Events  
As discussed in Note 1, subsequent to June 30, 2009, the Company defaulted on its 12% Notes due 2012 and, on August 3, 2009, the 
holders of the 12% Notes due 2012 foreclosed on the outstanding capital stock of NCA. Accordingly, effective August 3, 2009, NCA 
is no longer a subsidiary of the Company.  

As discussed in Note 1, on August 10, 2009, the Company drew down an additional $1 million pursuant to the terms of its Revolving 
Credit Agreement, bringing total outstanding borrowings to $5 million.  
  

Forward Looking Statements or Information  
The information contained in this Form 10-Q is intended to update the information contained in our Annual Report on Form 10-K for 
the year ended December 31, 2008 and presumes that readers have access to, and will have read, the “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and other information contained in such Form 10-K. The following 
discussion and analysis also should be read together with our condensed consolidated financial statements and the notes to the 
condensed consolidated financial statements included elsewhere in this Form 10-Q.  

This report, including the section entitled, “Management’s Discussion and Analysis of Financial Condition and Results of Operation,”
contains “forward-looking statements” that include information relating to future events, future financial performance, strategies,
expectations, competitive environment, regulation and availability of resources. These forward-looking statements include, without 
limitation, statements regarding: proposed new services; our expectations concerning litigation, regulatory developments or other 
matters; statements concerning projections, predictions, expectations, estimates or forecasts for our business, financial and operating 
results and future economic performance; statements of management’s goals and objectives; and other similar expressions concerning 
matters that are not historical facts. Words such as “may,” “will,” “should,” “could,” “would,” “predicts,” “potential,” “continue,”
“expects,” “anticipates,” “future,” “intends,” “plans,” “believes” and “estimates,” and similar expressions, as well as statements in 
future tense, identify forward-looking statements.  

Forward-looking statements should not be read as a guarantee of future performance or results, and will not necessarily be accurate 
indications of the times at, or by which, that performance or those results will be achieved. Forward-looking statements are based on 
information available at the time they are made and/or management’s good faith belief as of that time with respect to future events, 
and are subject to risks and uncertainties that could cause actual performance or results to differ materially from those expressed in or 
suggested by the forward-looking statements. Important factors that could cause these differences include, but are not limited to:  
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

 •  general deteriorating US and worldwide economic conditions; 

 •  demand for coal, electricity and competing energy sources; 

 •  difficulties in implementing our business strategies; 

 •  reliance on customers honoring existing contracts and entering into new contracts; 

 •  dependence on one customer for a substantial portion of our sales; 



  

  

  

  

  

  

  

  

  

  

  

  

  

  

  

Forward-looking statements speak only as of the date they are made. You should not put undue reliance on any forward-looking 
statements. We assume no obligation to update forward-looking statements to reflect actual results, changes in assumptions or
changes in other factors affecting forward-looking information, except to the extent required by applicable securities laws. If we do 
update one or more forward-looking statements, no inference should be drawn that we will make additional updates with respect to 
those or other forward-looking statements.  
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 •  disruption of rail, truck or barge transportation systems that transport our coal; 

 •  our ability to attract and retain skilled labor to meet our needs; 

 •  our ability to purchase coal from various third party sources; 

 
•  inherent risks in surface and underground coal mining being subject to unexpected disruptions in our ability to produce 

coal including geological conditions, equipment failure, accidents and weather; 

 
•  the effects of governmental regulation including obtaining permits and the increasingly stringent federal and state 

proposals to regulate greenhouse gas emissions and to comply with various environmental standards for us and our 
customers;  

 
•  increases in the price of certain products and commodities used in our mining operations that could impact our production 

and transportation costs;  
 •  the costs of reclamation associated with re-mining previously mined properties; 

 •  our assumptions regarding economically recoverable coal reserve estimates; 

 •  our ability to continue to provide cash collateral for reclamation surety bonds; 

 •  industry competition and various factors that cause fluctuations in the demand for coal and the price of coal;  

 
•  our ability to continue to be able to provide capital necessary to finance our growth strategies amidst tightened credit 

standards and markets;  
 •  our ability to refinance our 10.5% Notes due December 2010; 

 •  our ability to raise funds in debt or equity markets at terms acceptable to us, or if at all; 

 •  our ability to comply with restrictions imposed by our existing credit facilities; 

 
•  our ability to obtain waivers from lenders if we do not comply with various financial covenants required under existing 

credit facilities;  

 
•  other factors discussed under the headings “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition 

and Results of Operations” and “Business.”  



Corporate Overview  
National Coal Corp. (the “Company”) consists primarily of two wholly-owned subsidiaries: (i) National Coal Corporation and 
(ii) NCC Corp. and its wholly-owned subsidiary National Coal of Alabama, Inc. We principally engage in the business of mining high 
quality bituminous steam coal in East Tennessee and North Alabama and, until March 31, 2008, in Southeast Kentucky. Our 
customers are electric utilities and industrial concerns in the surrounding states.  

On August 3, 2009, the holders of the 12% Notes due 2012 foreclosed on the outstanding capital stock of NCA, the collateral for the 
12% Notes due 2012, in partial satisfaction of the 12% Notes due 2012 and NCA is no longer a subsidiary of the Company as of such 
date. Upon foreclosure, the Company’s remaining operations are all located in Tennessee. We acquired our Alabama operations in 
October 2007, financed principally through the issuance of $60 million in 12% Notes due 2012. On June 26, 2009, NCA was 
obligated to pay to its debt holders approximately $1.9 million of accrued interest on its 12% Notes due 2012. The date for making 
the interest payment was extended by the holders of the 12% Notes due 2012 to July 17, 2009, and on July 21, 2009, NCA defaulted 
on the 12% Notes due 2012 as the interest payment had not been made. As a result, the entire debt obligation in default of $64.3 
million which also includes the Overriding Royalty obligation, net of debt discounts, has been classified as a current liability in the 
accompanying balance sheet at June 30, 2009. Additionally, the credit agreement provides that upon the acceleration of the entire 
unpaid balance of the indebtedness, the holders of the 12% Notes due 2012 are entitled to receive the Make-Whole Amount, which 
amount is the present value of all future interest payments with respect to the principal amount of the indebtedness under the 
agreement. The Company estimates the Make-Whole Amount will be approximately $19.8 million.  

No creditor of NCC Corp. or NCA, including the holders of the 12% Notes due 2012, has any recourse to National Coal Corp. or its 
other subsidiaries for any liabilities of NCC Corp. or NCA, including liabilities arising under the credit agreement. We believe that 
the operations of National Coal Corp. and its other subsidiaries will continue independently of any actions taken with respect to NCA 
and its assets. We expect to report a gain on the disposition of NCA in the third quarter 2009 due to our negative equity position in 
NCA.  

In Tennessee, we own the coal mineral rights to approximately 65,000 acres of land and lease the rights to approximately 14,000 
additional acres. As of June 30, 2009, our mining complexes included two active and three inactive underground mines, one inactive 
and two active surface mines, and one highwall mine. In addition, we have two preparation plants and two unit train loading facilities 
in Tennessee served by the Norfolk Southern (“NS”) railroad. We hold seven permits that allow us to open new or re-open existing 
mines in Tennessee close to current operations. As of June 30, 2009, we controlled approximately 33.6 million estimated recoverable 
tons of coal reserves in Tennessee as defined by the SEC Industry Guide 7 as that part of a mineral deposit which could be 
economically and legally extracted at the time of the reserve determination. At June 30, 2009, our Tennessee operations had cash and 
cash equivalents of approximately $0.6 million and negative working capital of approximately $12.6 million. Cash flows provided 
(used) by the Tennessee operations were $0.6 million and $(8.5) million for the six months ended June 30, 2009 and 2008, 
respectively.  

We believe that we have sufficient resources to fund our Tennessee operations throughout the remainder of 2009. However, this 
belief is predicated on certain assumptions as to: (i) sales volumes, related pricing and customers continuing to take deliveries of our 
coal as contracted; (ii) production levels; (iii) the availability of coal to be purchased at a reasonable price; (iv) budgeted capital 
expenditures; and (v) cost per ton level decreases at existing mines and newly opened mines. Significant deviation from any one of 
these assumptions could have a material adverse effect on our operating cash flows.  
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We rely primarily on our ability to generate cash from operations to service our debt. If we do not generate sufficient cash flows to 
meet our debt service requirements, we may need to seek additional financing, the availability of which is uncertain given the current 
state of credit markets. If we are unable to obtain financing on terms that are acceptable to them amidst the tightening credit market, 
we could be forced to raise equity financing or sell assets under unfavorable circumstances to make up for any shortfall in our 
payment obligations. Additionally, since the Company defaulted on its 12% Notes due 2012, future financings may be difficult to 
obtain, if at all. The 10.5% Notes due 2010 limit our ability to sell assets and also restrict the use of the proceeds from any such sale. 
However, the debt facility does allow asset sales if the funds generated from such sales are used to pay outstanding debt and 
prepayment costs associated with the debt obligation. Even if asset sales are permitted, we may not be able to sell assets in a timely 
manner or for sufficient amounts to enable us to meet our debt obligations.  

On August 10, 2009, the Company drew down an additional $1 million pursuant to the terms of its Revolving Credit Agreement, 
bringing total outstanding borrowings to $5 million. The intended use of this line draw is to fund a reclamation bonding program with 
a surety that was executed July 2009 and that will release up to $4 million of restricted cash that will be made available for working 
capital purposes, including to reduce trade payables, and repayment of amounts borrowed under the Revolving Credit Agreement. 
However, there can be no assurances that the restricted cash released will be in amounts sufficient to repay all outstanding borrowings 
under the Revolving Credit Agreement due December 2009.  

During the six months ended June 30, 2009, our Tennessee operations generated total revenues of $43.2 million and sold 
approximately 0.6 million tons of coal. Revenues are derived primarily from the sale of coal to electric utility companies in the 
Southeastern United States pursuant to long-term contracts or open purchase order arrangements with long-time customers. Georgia 
Power represented approximately 93% of our Tennessee operation’s coal revenues for the six months ended June 30, 2009.  

We typically sell our coal for a specified per ton amount and at a negotiated price pursuant to both short-term contracts and contracts 
of twelve months or greater. The weighted average selling price per ton in Tennessee is $74.45, $79.56, and $76.23 on 0.6 million, 
0.9 million, and 0.9 million tons contracted for the remainder of 2009, and fiscal years 2010 and 2011, respectively. Price adjustment, 
“price reopener” and other similar provisions in long-term supply agreements may reduce the protection from short-term coal price 
volatility traditionally provided by such contracts. Any adjustment or renegotiation leading to a significantly lower contract price 
would result in decreased revenues and lower gross margins, which could have a material adverse effect on the Company’s operating 
cash flows. Additionally, our customers may have the ability to delay the timing of their purchases, which could negatively impact 
operating cash flows. Finally, coal supply agreements also typically contain force majeure provisions allowing temporary suspension 
of performance by us or our customers during the duration of specified events beyond the control of the affected party.  

We assume we will meet our contract commitments through a combination of produced tons and purchased coal. The Company’s 
production can be negatively impacted by weather, labor shortages or equipment break-downs. Additionally, geological and mining 
conditions may not be fully identified by available exploration data or may differ from experience in current operations. During 2008, 
we experienced severe increases in diesel fuel and costs associated with all petroleum related products and also encountered 
additional regulatory examination, as did most of its competitors that weakened productivity. Additionally, coal for purchase may not 
be available, or available only at unfavorable prices. The occurrence of such events can adversely affect production, the cost of sales 
or both, and could have a materially adverse effect on our operating cash flows.  

We invested approximately $4.7 million in equipment and mine development in our Tennessee operations during the six months 
ended June 30, 2009. During the remainder of 2009, management expects to incur approximately $1.0 million - $1.5 million to 
maintain existing assets in Tennessee. In prior years, the  
  

32 



Company experienced the unanticipated loss of the use of key equipment, which resulted in lost production and lost revenues. The 
Company may experience similar mechanical failures in the future, which could have a material adverse effect on its operating cash 
flows.  

On January 9, 2009, our independent railroad operator experienced a train derailment on our short-line railroad. As a result of the 
derailment, we lost approximately 750 tons of coal, or revenues of approximately $50,000, and seven third-party rail cars were 
destroyed, with an estimated value of approximately $680,000. Our independent railroad operator incurred $290,000 in clean up 
costs. However, we suffered no disruption of service. While we and our insurance carrier continue to investigate this matter, we do 
not believe we are liable with respect to this incident and, accordingly, have not accrued any corresponding obligation as of June 30, 
2009.  

Adjusted EBITDA Disclosures  
Adjusted EBITDA is defined as net loss plus (i) other (income) expense, net, (ii) interest expense, (iii) depreciation, depletion, 
accretion and amortization minus (iv) interest income, (v) income tax benefits, (vi) income from joint ventures and (vii) stock 
compensation expense. We present Adjusted EBITDA to enhance understanding of our operating performance. We use Adjusted 
EBITDA as a criterion for evaluating our performance relative to that of our peers, including measuring our cost effectiveness and 
return on capital, assessing our allocations of resources and production efficiencies and making compensation decisions. We believe 
that Adjusted EBITDA is an operating performance measure that provides investors and analysts with a measure of our operating 
performance and permits them to evaluate our cost effectiveness and production efficiencies relative to competitors. In addition, our 
management uses Adjusted EBITDA to monitor and evaluate our business operations, and as a measure of debt covenant compliance. 
However, Adjusted EBITDA is not a measurement of financial performance under accounting principles generally accepted in the 
United States of America (“GAAP”) and may not be comparable to other similarly titled measures of other companies. Adjusted 
EBITDA should not be considered as an alternative to cash flows from operating activities, determined in accordance with GAAP, as 
indicators of cash flows. The following reconciles our net loss to Adjusted EBITDA:  
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Three Months Ended

June 30,
Six Months Ended

June 30,
  2009 2008 2009   2008

Net loss   $(6,345,569)  $(9,070,205)  $(14,235,986)  $(19,173,110) 
Income tax benefit   (267,662)  (318,157)   (701,998)   (394,167) 
Other (income) expense, net   49,923   1,073,201    26,763    1,756,177  
Income from joint venture   (69,921)  (23,113)   (150,598)   (225,129) 
Interest income   (81,735)  (315,900)   (182,922)   (544,810) 
Interest expense   4,627,745   4,448,591    8,644,128    9,056,159  
Depreciation, depletion, amortization and accretion  4,041,380  2,698,517   8,960,899    7,390,364  

    
 

   
 

   
 

   
 

EBITDA   1,954,161   (1,507,066)   2,360,286    (2,134,516) 
Stock compensation expense   315,565   232,305    740,655    453,926  

                 

Adjusted EBITDA   $ 2,269,726   $(1,274,761)  $ 3,100,941   $ (1,680,590) 
    

 

   

 

   

 

   

 



Results of Operations  
The following table presents consolidated statement of operations data for each of the periods indicated as a percentage of revenues.  
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(in percentages)   
Three Months Ended 

June 30,   
Six Months Ended

June 30,  
   2009   2008   2009   2008  

Revenues   100.0   100.0   100.0   100.0  
Operating expenses:      

Cost of sales   87.3   92.3   88.5   94.6  
Cost of services  2.2   3.6   2.4  1.7  
Depreciation, depletion, amortization and accretion and accretion   11.4   8.5   12.7   11.0  
General and administrative   5.0   8.9   5.7   6.9  

   
 

  
 

  
 

  
 

Total operating expenses   105.9   113.3   109.4   114.2  
             

Loss from operations   (5.9)  (13.3)  (9.4)  (14.2) 
Other income (expense):      

Interest expense   (13.1)  (14.1)  (12.3)  (13.5) 
Interest income   0.2   1.0   0.3   0.8  
Income from joint venture  0.2   0.1   0.2  0.3  
Other income (expense), net  (0.1)  (3.4)  0.0  (2.6) 

   
 

  
 

  
 

  
 

Loss before income taxes   (18.7)  (29.7)  (21.2)  (29.1) 
Income tax benefit   0.7   1.0   1.0   0.6  

             

Net loss   (18.0)  (28.7)  (20.2)  (28.5) 
   

 

  

 

  

 

  

 



Comparison of Three Months Ended June 30, 2009 and Three Months Ended June 30, 2008 

Production  
During the three months ended June 30, 2009 and 2008, our mines produced 398,790 and 443,153 tons of coal, respectively, as 
follows:  
  

Revenue  
During the three months ended June 30, 2009, we generated all of our coal sales revenue from fourteen customers, four of which were 
electric utilities (77.4%), nine of which were industrial companies (22.0%) and one was a coal reseller (0.6%). Most of our coal sales 
are derived from contracts of twelve months or longer and open purchase order arrangements with long standing customers. 
Approximately 92.8% and 88.7% of coal sales were made to four utilities and four industrial customers under contracts and open 
purchase order arrangements with original terms of twelve months or longer. Additionally, the Company decreased production and 
purchased more coal at NCA, due to favorable market pricing on spot purchases.  

Tons sold and the associated revenue for the three month periods follows:  
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Three Months Ended

June 30,
   2009   2008
   Tons   %   Tons   %

Production:         

Surface mines   267,175  53.7  324,130  67.8
Highwall mines   24,244  4.9  35,502  7.4
Underground mines   107,371  21.5  83,521  17.5

            

Total tons produced   398,790  80.1  443,153  92.7
Purchased coal   98,795  19.9  34,694  7.3

            

Total tons available   497,585  100.0  477,847  100.0
            

  
Three Months Ended 

June 30,   Increase/(decrease)
  2009  2008   $ %

Coal sales   $34,351,772  $30,371,697  $3,980,075   13.1  
Tons sold   457,082  472,216   (15,134)  (3.2) 
Average price per ton sold   $ 75.15  $ 64.32  $ 10.83   16.8  

Other revenues   $ 919,674  $ 1,215,043  $ (295,369)  (24.3) 
                



The 13.1% increase in revenue from coal sales for the three months ended June 30, 2009 as compared to the same period in 2008 was 
primarily the result of:  
  

  

The decrease in other revenues of $0.3 million is primarily due to fluctuations in production volume relating to revenue from a 
contract mining services agreement between Xinergy and National Coal Corporation to mine coal from a highwall mine previously 
sold to Xinergy as part of the Straight Creek sale on March 31, 2008.  

Cost of Sales  
  

Total cost of sales increased 5.6% during the three months ended June 30, 2009 as compared to the same three month period in 2008 
primarily as a result of:  
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(i) The average selling price for coal sold from our Tennessee operations increased from $61.42 per ton sold during the 2008 

period to $74.81 per ton sold during the 2009 period, while tons sold increased from 252,696 tons in 2008 to 290,508 tons 
in 2009; offset by  

 
(ii) The reduction in tons sold by National Coal of Alabama due to a decrease in demand, which sold 166,574 tons of coal at an 

average price per ton of $75.75 during the 2009 period as compared to 219,520 tons of coal sold during the 2008 period at 
an average price per ton of $67.65.  

   
Three Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

Cost of sales  $30,789,570  $29,150,572  $1,638,998  5.6  
Tons sold    457,082   472,216   (15,134)  (3.2) 
Average cost per ton sold   $ 67.36  $ 61.73  $ 5.63   9.1  

Cost of services   $ 766,286  $ 1,144,488  $ (378,202)  (33.0) 
            

 
  

 

 

(i) Our Tennessee mines sold 252,696 tons during the three months ended June 30, 2008 compared to 290,508 tons during the 
three months ended June 30, 2009, increasing cost per ton sold of $11.69 due primarily to a $15.57 per ton sold increase in 
purchased coal offset by a reduction in freight and fuel costs of $4.67 per ton sold. During the three months ended June 30, 
2009, we purchased 80,420 tons of coal at an average price of $63.22 as compared to only 10,111 tons at an average price 
per ton of $48.13 in the same prior year period; offset by 

 
(ii) A reduction in sales by National Coal of Alabama, which sold 219,520 tons of coal during 2008 compared to only 166,574 

tons sold during 2009. The approximately 24% decrease in tons sold resulted in a decrease in overall cost primarily in the 
areas of fuel and freight costs, repair and maintenance and explosives. 



Depreciation, Depletion, Amortization and Accretion  
  

The 49.8% increase in depreciation, depletion, amortization, and accretion expense for the three months ended June 30, 2009 as 
compared to the same three month period in 2008 was primarily the result of:  
  

  

General and Administrative Expenses  
  

The 37.1% decrease in general and administrative expenses for the three months ended June 30, 2009 as compared to the same period 
in the previous year is primarily attributable to the reduction in bad debt expense of $0.4 million, professional fees of $0.3 million, 
and legal fees of $0.3 million offset by an increase in payroll and stock compensation expense of $0.2 million.  

Other (Income) Expense  
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Three Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

Depreciation, depletion, amortization and accretion   $4,041,380  $2,698,517  $1,342,863   49.8  
Tons sold   457,082  472,216   (15,134)  (3.2) 
Average cost per ton sold  $ 8.84  $ 5.71  $ 3.13  54.7  

            
 

  
 

 
(i) A $1.2 million increase at National Coal of Alabama and a $0.6 million increase in our Tennessee operations attributable to 

an increase in mine development amortization resulting from the opening of new mines near the end of 2008; offset by 

 
(ii) $0.1 million in assets in our Tennessee operations and $0.3 million at National Coal of Alabama becoming fully 

depreciated during 2009.  

   
Three Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

General and administrative expense   $1,761,429  $2,798,746  $(1,037,317)  (37.1) 
Tons sold   457,082  472,216   (15,134)  (3.2) 
Average cost per ton sold  $ 3.85  $ 5.93  $ (2.07) (35.0) 

            
 

  
 

   
Three Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

Interest expense   $4,627,745   $4,448,591   $ 179,154   4.0  
Interest income   (81,735)  (315,900)   234,165   (74.1) 
Income from joint venture   (69,921)  (23,113)   (46,808)  202.5  
Other   49,923   1,073,201    (1,023,278)  (95.3) 

              

Total other (income) expense   $4,526,012   $5,182,779   $ (656,767)  (12.7) 
    

 

   

 

   

 

 



The 4.0% increase in interest expense for the three months ended June 30, 2009 as compared to the same period in 2008, was 
primarily the result of an increase over 2008 of $2.2 million in capital lease obligations for mining equipment at our Tennessee 
operations.  

Other (income) expense decreased $1.0 million for the three months ended June 30, 2009 compared to the three months ended
June 30, 2008 primarily due to:  
  

  

Comparison of Six Months Ended June 30, 2009 and Six Months Ended June 30, 2008  
Production  
During the six months ended June 30, 2009 and 2008, our mines produced 781,116 and 929,682 tons of coal, respectively, as follows: 
  

The 2008 figures above include 59,181 tons produced by our Straight Creek Mining operations that were sold in the first quarter of 
2008.  

Revenue  
During the six months ended June 30, 2009, we generated all of our coal sales revenue from nineteen customers, four of which were 
electric utilities (73.7%), fourteen of which were industrial companies (25.8%) and one was a coal reseller (0.5%). Most of our coal 
sales are derived from contracts of twelve months or longer and open purchase order arrangements with long standing customers. 
Approximately 94.9% and 85.0% of coal sales were made to four utilities and four industrial customers under contracts and open 
purchase order arrangements with original terms of twelve months or longer. Additionally, the Company decreased production and 
purchased more coal at NCA, due to more favorable pricing on spot purchases.  
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(i) The loss on extinguishment of debt of approximately $1.2 million resulting from the $13.0 million reduction in debt

on our 10.5% senior secured notes and the loss resulting from the repayment of a $10.0 million term loan credit
facility during 2008; offset by  

 (ii) The addition of approximately $0.1 million in losses on the disposal of assets during 2009.  

   
Six Months Ended

June 30,
   2009   2008
   Tons   %   Tons   %

Production:         

Surface mines   533,785  55.4  653,985  61.5
Highwall mines   60,610  6.3  89,513  8.4
Underground mines   186,721  19.4  186,184  17.5

            

Total tons produced   781,116  81.0  929,682  87.4
Purchased coal   182,833  19.0  134,484  12.6

            

Total tons available   963,949  100.0  1,064,166  100.0
            



Tons sold and the associated revenue for the six month periods follows: 
  

The 3.9% increase in revenue from coal sales for the six months ended June 30, 2009 as compared to the same period in 2008 was 
primarily the result of:  
  

  

  

The increase in other revenues of $0.5 million consisted primarily of revenue for the full six months of 2009 compared to only three 
months during 2008 from a contract mining services agreement between Xinergy and National Coal Corporation to mine coal from a 
highwall mine previously sold to Xinergy as part of the Straight Creek sale on March 31, 2008.  

Cost of Sales  
  

Total cost of sales decreased 2.1% during the six months ended June 30, 2009 as compared to the same six month period in 2008 
primarily as a result of:  
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Six Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

Coal sales   $68,438,797  $65,855,138  $2,583,659   3.9  
Tons sold   926,094  1,084,375   (158,281)  (14.6) 
Average price per ton sold  $ 73.90  $ 60.73  $ 13.17  21.7  

Other revenues   $ 1,910,388  $ 1,400,349  $ 510,039   36.4  
            

 
  

 

 
(i) The average selling price for coal sold from our Tennessee operations increased from $58.37 per ton sold during the

2008 period to $71.83 per ton sold during the 2009 period, while tons sold increased from 456,126 tons in 2008 to
568,589 tons in 2009; offset by  

 
(ii) The sale on March 31, 2008 of our Straight Creek mining operations in Kentucky, which sold 100,878 tons at an

average price of $48.12 during the 2008 period; and 

 
(iii) The reduction in tons sold by National Coal of Alabama due to decrease in demand, which sold 357,504 tons of coal

at an average price per ton of $77.19 during the 2009 period as compared to 527,371 tons of coal sold during the
2008 period at an average price per ton of $65.18. 

   
Six Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

Cost of sales   $62,276,676  $63,622,147  $(1,345,471)  (2.1) 
Tons sold   926,094  1,084,375   (158,281)  (14.6) 
Average cost per ton sold   $ 67.25  $ 58.67  $ 8.57   14.6  

Cost of services   $ 1,708,665  $ 1,144,488  $ 564,177   49.3  
                

 
(i) The sale of our Straight Creek mining operations, which sold 100,878 tons at a cost of $75.97 per ton during 2008;

and  



  

Depreciation, Depletion, Amortization and Accretion  
  

The 21.3% increase in depreciation, depletion, amortization, and accretion expense for the six months ended June 30, 2009 as 
compared to the same six month period in 2008 was primarily the result of:  
  

  

  

General and Administrative Expenses  
  

The 13.4% decrease in general and administrative expenses for the six months ended June 30, 2009 as compared to the same period in 
the previous year is primarily attributable to the reduction in bad debt expense of $0.4 million, professional fees of $0.2 million, and 
legal fees of $0.3 million offset by an increase in payroll and stock compensation expense of $0.2 million.  
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(ii) A reduction in sales by National Coal of Alabama, which sold 527,371 tons of coal during 2008 compared to only

357,504 tons sold during 2009. The approximately 32% decrease in tons sold resulted in a decrease in overall cost
principally in the areas of fuel and freight costs, repair and maintenance and explosives; offset by,  

 

(iii) Our Tennessee mines sold 456,126 tons during the six months ended June 30, 2008 compared to 568,589 tons
during the six months ended June 30, 2009, and the cost per ton sold increased by $10.85 due primarily to increases
in labor and purchased coal. During the six months ended June 30, 2009, we purchased 150,691 tons of coal at an
average price of $64.50 as compared to only 16,664 tons at an average price per ton of $46.88 in the same prior year
period.  

  
Six Months Ended 

June 30,   Increase/(decrease)
   2009   2008   $   %  

Depreciation, depletion, amortization and accretion  $8,960,899  $7,390,364  $1,570,535  21.3  
Tons sold    926,094   1,084,375   (158,281)  (14.6) 
Average cost per ton sold   $ 9.68  $ 6.82  $ 2.86   42.0  

            
 

  
 

 
(i) A $1.6 million increase at National Coal of Alabama and a $1.1 million increase in expense at our Tennessee

operations primarily attributable to new mine development in 2008 and 2009; offset by  

 
(ii) A reduction of $0.5 million in depreciation expense in our Tennessee operations attributable to approximately $13

million of equipment becoming fully depreciated during 2008; and 

 
(iii) The sale of approximately $16.1 million in property, plant, equipment, and mine development, and a resulting

decrease of $0.9 million of corresponding expense, associated with the sale of our Straight Creek properties on
March 31, 2008.  

   
Six Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

General and administrative expense   $4,003,558  $4,623,368  $(619,810)  (13.4) 
Tons sold   926,094   1,084,375   (158,281)  (14.6) 
Average cost per ton sold   $ 4.32  $ 4.26  $ 0.06   1.4  

                



Other (Income) Expense  
  

The 4.5% decrease in interest expense for the six months ended June 30, 2009 as compared to the same period in 2008, was primarily 
the result of:  
  

  

Other (income) expense decreased $1.7 million for the six months ended June 30, 2009 compared to the six months ended June 30, 
2008 primarily due to:  
  

  

Liquidity and Capital Resources  
On August 3, 2009, the holders of the 12% Notes due 2012 foreclosed on the outstanding capital stock of NCA, the collateral for the 
12% Notes due 2012, in partial satisfaction of the 12% Notes due 2012 and NCA is no longer our subsidiary on that date. Upon the 
foreclosure, the Company’s remaining operations are all located in Tennessee. We acquired our Alabama operations in October 2007, 
financed principally through the issuance of $60 million in 12% Notes due 2012. On June 26, 2009, NCA was obligated to pay to its 
debt holders approximately $1.9 million of accrued interest on its 12% Notes due 2012. The date for making the interest payment was 
extended by the holders of the 12% Notes due 2012 to July 17, 2009, and on July 21, 2009, NCA defaulted on the 12% Notes due 
2012 as the interest payment had not been made. As a result, the entire debt obligation in default of $64.3 million which also includes 
the Overriding Royalty Interest obligation, net of debt discounts, has been classified as a current obligation in the accompanying 
balance sheet at June 30, 2009. Additionally, the credit agreement provides that upon the acceleration of the entire unpaid balance of 
the indebtedness, the holders of the 12% Notes due  
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Six Months Ended 

June 30,   Increase/(decrease)  
   2009   2008   $   %  

Interest expense   $8,644,128   $ 9,056,159   $ (412,031)  (4.5) 
Interest income   (182,922)  (544,810)   361,888   (66.4) 
Income from joint venture  (150,598) (225,129)   74,531  (33.1) 
Other    26,763    1,756,177    (1,729,414)  (98.5) 

    
 

   
 

   
 

 

Total other (income) expense   $8,337,371   $(10,042,397)  $ 1,705,026   (17.0) 
    

 

   

 

   

 

 

 
(i) A reduction in interest expense on our 10.5% senior secured notes attributable to the exchange of $13.0 million in

notes and $158,958 in accrued interest for 1,855,935 shares of our common stock during 2008; and  
 (ii) A reduction in interest expense attributable to the repayment of a $10.0 million term loan credit facility during 2008. 

 
(i) The loss on extinguishment of debt of approximately $1.7 million resulting from the $13.0 million reduction in debt

on our 10.5% senior secured notes and the loss resulting from the repayment of a $10.0 million term loan credit
facility; and  

 
(ii) The loss on sale of assets of $0.3 million primarily related to the sale of our Straight Creek operations on March 31,

2008.  



2012 are entitled to receive the Make-Whole Amount, which amount is the present value of all future interest payments with respect 
to the principal amount of the indebtedness under the agreement. As of June 30, 2009, we estimate the Make-Whole Amount would 
have been approximately $19.8 million.  

No creditor of NCC Corp. or NCA, including the holders of the 12% Notes due 2012, has any recourse to National Coal Corp. or its 
other subsidiaries for any liabilities of NCC Corp. or NCA, including liabilities arising under the credit agreement. We believe that 
the operations of National Coal Corp. and its other subsidiaries will continue independently of any actions taken with respect to NCA 
and its assets. We expect to report a gain on the disposition of NCA in the third quarter 2009 due to our negative equity position in 
NCA.  

At June 30, 2009, our Tennessee operations had cash and cash equivalents of approximately $0.6 million and negative working 
capital of approximately $12.6 million. Cash flows provided by (used in) the Tennessee operations were $0.6 million and $(8.5) 
million for the six months ended June 30, 2009 and 2008, respectively.  

We believe that we have sufficient resources to fund our Tennessee operations throughout the remainder of 2009. However, this 
belief is predicated on certain assumptions as to: (i) sales volumes, related pricing and customers continuing to take deliveries of our 
coal as contracted; (ii) production levels; (iii) the availability of coal to be purchased at a reasonable price; (iv) budgeted capital 
expenditures; and (v) cost per ton level decreases at existing mines and newly opened mines. Significant deviation from any one of 
these assumptions could have a material adverse effect on our operating cash flows.  

We rely primarily on our ability to generate cash from operations to service our debt. If we do not generate sufficient cash flows to 
meet our debt service requirements, we may need to seek additional financing, the availability of which is uncertain given the current 
state of credit markets. If we are unable to obtain financing on terms that are acceptable to them amidst the tightening credit market, 
we could be forced to raise equity financing or sell assets under unfavorable circumstances to make up for any shortfall in our 
payment obligations. Additionally, since the Company defaulted on its 12% Notes due 2012, future financings may be difficult to 
obtain, if at all. The 10.5% Notes due 2010 limit our ability to sell assets and also restrict the use of the proceeds from any such sale. 
However, the debt facility does allow asset sales if the funds generated from such sales are used to pay outstanding debt and 
prepayment costs associated with the debt obligation. Even if asset sales are permitted, we may not be able to sell assets in a timely 
manner or for sufficient amounts to enable us to meet our debt obligations.  

During the six months ended June 30, 2009, our Tennessee operations generated total revenues of $43.2 million and sold 
approximately 0.6 million tons of coal. Revenues are derived primarily from the sale of coal to electric utility companies in the 
Southeastern United States pursuant to long-term contracts or open purchase order arrangements with long-time customers. Georgia 
Power represented approximately 93% of our Tennessee operation’s coal revenues for the six months ended June 30, 2009.  

We typically sell our coal for a specified per ton amount and at a negotiated price pursuant to both short-term contracts and contracts 
of twelve months or greater. The weighted average selling price per ton in Tennessee is $74.45, $79.56, and $76.47 on 0.6 million, 
0.9 million, and 0.9 million tons contracted for the remainder of 2009, and fiscal years 2010 and 2011, respectively. Price adjustment, 
“price reopener” and other similar provisions in long-term supply agreements may reduce the protection from short-term coal price 
volatility traditionally provided by such contracts. Any adjustment or renegotiation leading to a significantly lower contract price 
would result in decreased revenues and lower gross margins, which could have a material adverse effect on the Company’s operating 
cash flows. Additionally, our customers may have the ability to delay the timing of their purchases, which could negatively impact 
operating cash flows. Finally, coal supply agreements also typically contain force majeure provisions allowing temporary suspension 
of performance by us or our customers during the duration of specified events beyond the control of the affected party.  
  

42 



We assume we will meet our contract commitments through a combination of produced tons and purchased coal. The Company’s 
production can be negatively impacted by weather, labor shortages or equipment break-downs. Additionally, geological and mining 
conditions may not be fully identified by available exploration data or may differ from experience in current operations. During 2008, 
we experienced severe increases in diesel fuel and costs associated with all petroleum related products and also encountered 
additional regulatory examination, as did most of its competitors that weakened productivity. Additionally, coal for purchase may not 
be available, or available only at unfavorable prices. The occurrence of such events can adversely affect production, the cost of sales 
or both, and could have a materially adverse effect on our operating cash flows.  

We invested approximately $4.7 million in equipment and mine development in our Tennessee operations during the six months 
ended June 30, 2009. During the remainder of 2009, management expects to incur approximately $1.0 million - $1.5 million to 
maintain existing assets in Tennessee. In prior years, the Company experienced the unanticipated loss of the use of key equipment, 
which resulted in lost production and lost revenues. The Company may experience similar mechanical failures in the future, which 
could have a material adverse effect on its operating cash flows.  

The following table summarizes our long-term debt obligations, excluding capital leases:  
  

Short – Term Line of Credit  
On April 9, 2009 we entered into a Term Note Credit Agreement with Next View Partners, LLC, as administrative agent and 
collateral agent for certain lenders. This credit facility provides for borrowings of up to $10 million, and is permitted indebtedness 
under the indenture for our 10.5% Notes due 2010. We have the right to borrow up to an aggregate of $5 million on or before June 30, 
2009, and may borrow up to an aggregate of $10 million after June 30, 2009.  
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June 30, 

2009   
December 31,

2008  

12.0% Senior Secured Notes, due 2012   $ 62,100,000   $ 60,000,000  
10.5% Senior Secured Notes, due 2010   42,000,000    42,000,000  
Overriding Royalty Interest obligation   9,119,852    9,056,734  
Equipment loans and installment purchase obligations   3,100,107    4,581,277  
Insurance premium financing  772,015    581,627  

    
 

   
 

  117,091,974    116,219,638  

Unamortized discounts   (8,024,366)   (9,103,401) 

Current portion of long-term debt   (2,524,622)   (3,616,338) 

Debt obligation in default  (64,256,963)   —   
         

Total long-term debt   $ 42,286,023   $103,499,899  
    

 

   

 



All amounts under the revolving loans become due and payable on December 15, 2009, unless we obtain the consent of holders of our 
10.5% Notes due 2010 to extend the maturity date until April 9, 2010. Interest under this facility is payable at an annual rate of 13% 
for amounts outstanding up to $5,000,000 and 15% for amounts outstanding in excess of $5,000,000. Interest is payable monthly in 
arrears. Our obligations under this credit facility are secured by a lien on substantially all the assets of National Coal Corp. and its 
subsidiaries that own and operate our Tennessee mining operations. The credit facility contains several performance covenants, 
including that we produce and ship minimum amounts of coal, and limitations on additional indebtedness. The facility includes 
customary default provisions, and all outstanding obligations may become immediately due and payable in the event of our default. 
As of June 30, 2009, we were in compliance with all relevant debt covenants. This facility may not be used to fund the working 
capital needs of NCA. As of June 30, 2009, we have borrowed $4.0 million against this line of credit.  

On August 10, 2009, we drew down an additional $1 million pursuant to the terms of our Revolving Credit Agreement, bringing total 
outstanding borrowings to $5 million. The intended use of this line draw is to fund a reclamation bonding program with a surety that 
was executed July 2009 and that will release up to $4 million of restricted cash that will be made available for working capital 
purposes, including to reduce trade payables, and the repayment of amounts borrowed under the Revolving Credit Agreement. 
However, there can be no assurances that the restricted cash released will be in amounts sufficient to repay all outstanding borrowings 
under the Revolving Credit Agreement due December 2009.  

Cash Flows  
We currently satisfy our working capital requirements primarily through cash flows generated from operations and sales of debt and 
equity securities. For the six months ended June 30, 2009, we had a net decrease in cash of approximately $3.7 million. Cash flows 
from operating, financing and investing activities for the six months ended June 30, 2009 and 2008 are summarized in the following 
table:  
  

Operating Activities  
The net cash provided by operating activities of $2.5 million during the six months ended June 30, 2009 compared with prior year 
cash used in operations of $5.8 million was primarily attributable to (i) an improvement of $9.1 million of cash flows provided by our 
Tennessee operations (which includes $2.4 million of non-recurring Straight Creek operating losses during 2008); offset by (ii) a $0.8 
million reduction in cash provided from NCA, due principally to a 25% reduction in tons of coal sold year-over-year and a 
corresponding increase in accounts payable due to liquidity issues.  

Investing Activities  
The change in cash provided by investing activities from $8.4 million for the six months ended June 30, 2008 to cash used in 
investing activities of $6.6 million for the six months ended June 30, 2009 was primarily due to (i) $10.7 million of proceeds  
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June 30, 

2009   
June 30,

2008  

Activity:    

Operating activities   $ 2,538,166   $(5,805,470) 
Investing activities    (6,558,017)   8,403,548  
Financing activities    340,772    (1,255,678) 

    
 

   
 

Net (decrease) increase in cash and cash equivalents   $(3,679,079)  $ 1,342,400  
    

 

   

 



received from the sale of our Straight Creek, Kentucky properties in March 2008 (ii) an increase in capital expenditures of $0.6 
million in 2009 and (iii) a decrease in restricted cash released to operations of 3.1 million in 2009 compared to 2008.  

Financing Activities  
The change in net cash provided by financing activities of $0.3 million during the six months ended June 30, 2009 compared to the 
net cash used in financing activities of $1.3 million for the six months ended June 30, 2008 was primarily due to the proceeds 
received from borrowings on our revolving credit facility entered into on April 9, 2009 offset by the repayment of outstanding debts 
associated with the sale of our Straight Creek operations in 2008.  

Off-Balance Sheet Arrangements  
At June 30, 2009, we did not have any relationships with unconsolidated entities or financial partnerships, such as entities often 
referred to as structured finance, variable interest or special purpose entities, which would have been established for the purpose of 
facilitating off-balance sheet arrangements or other contractually narrow or limited purposes. As such, we are not exposed to any
financing, liquidity, market or credit risk that could arise if we had engaged in such relationships.  

At June 30, 2009 and December 31, 2008, we, through our subsidiary, National Coal of Alabama, Inc., held an investment totaling 
$482,497 and $331,889, respectively, representing a 49% interest in Powhatan Dock, LLC (“Powhatan”) which operates a barge load-
out in Alabama. We use the equity method to account for the joint venture investment in Powhatan, which was acquired during the 
fourth quarter of 2007. During the three months ended June 30, 2009 and 2008, the Company recorded $69,921 and $23,113 of equity 
method income associated with this investment and incurred $130,567 and $180,073 in barge loading fees. During the six months 
ended June 30, 2009 and 2008, the Company recorded $150,598 and $225,129 of equity method income associated with this 
investment and incurred $256,939 and $526,813 in barge loading fees. Powhatan Dock, LLC recorded revenues of $765,848 and 
$1,589,684 and net income of $142,696 and $307,344 during the three and six months ended June 30, 2009. Powhatan Dock, LLC 
recorded revenues of $820,380 and $2,095,799 and net income of $47,172 and $459,448 during the three and six months ended 
June 30, 2008.  

Critical Accounting Policies, Judgments and Estimates  
Accounting measurements at interim dates inherently involve greater reliance on estimates than those made at year-end. The results 
for the six months ended June 30, 2009 are not necessarily indicative of results to be expected for the full year. Please refer to the 
section entitled “Critical Accounting Policies, Judgments and Estimates” included in Item 7. Management’s Discussion and Analysis 
of Financial Condition and Results of Operation of our Annual Report on Form 10-K for the year ended December 31, 2008 for a 
discussion of our critical accounting policies, judgments and estimates. There have been no material changes to the previously 
reported information concerning our Critical Accounting Policies, Judgments and Estimates.  

Recent Accounting Pronouncements  
In April 2009, the FASB issued FSP FAS No. 115-2 and FAS No. 124-2, “Recognition and Presentation of Other-Than-Temporary 
Impairments” (“FSP FAS 115-2 and FAS 124-2”). This FSP amends the other-than-temporary impairment guidance in U.S. GAAP 
for debt securities to make the guidance more operational and to improve the presentation and disclosure of other-than-temporary 
impairments on debt and equity securities in the financial statements. This FSP does not amend existing recognition and measurement 
guidance related to other-than-temporary impairments of equity securities. The FSP is effective for interim and annual reporting
periods ending after June 15, 2009. The adoption of FSP FAS 115-2 and FAS 124-2 did not have a material impact on our 
consolidated financial statements.  
  

45 



In April 2009, the FASB issued FSP FAS No. 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset 
or Liability Have Significantly Decreased and Identifying Transactions That Are Not Orderly” (“FSP FAS 157-4”). This FSP 
provides additional guidance for estimating fair value in accordance with SFAS 157 when the volume and level of activity for the 
asset or liability have significantly decreased and includes guidance on identifying circumstances that indicate a transaction is not 
orderly. This FSP does not change the definition of fair value under SFAS 157. The FSP is effective for interim and annual reporting 
periods ending after June 15, 2009. The adoption of FSP FAS 157-4 did not have a material impact on our consolidated financial 
statements.  

In May 2009, the FASB issued Statement of Financial Accounting Standards No. 165, Subsequent Events (“SFAS 165”). SFAS 165 
establishes general standards of accounting for and disclosure of events that occur after the balance sheet date but before financial 
statements are issued or are available to be issued. SFAS 165 is effective for interim and annual periods ending after June 15, 2009. 
The adoption of SFAS 165 did not have a material impact on our financial position or results of operations.  

In June 2009, the FASB issued SFAS No. 166 “Accounting for Transfers of Financial Assets—an amendment of FASB Statement 
No. 140.” This standard eliminates the concept of a qualifying special purpose entity (“QSPE”) and modifies the derecognition 
provisions in SFAS No. 140. This statement is effective for financial asset transfers occurring after the beginning of an entity’s first 
fiscal year that begins after November 15, 2009. We do not expect the adoption of SFAS 166 to have an impact on our financial 
position or results of operations.  

In June 2009, the FASB issued SFAS No. 167 “Amendments to FASB Interpretation No. 46(R).” This statement amends the 
consolidation guidance applicable to variable interest entities and is effective as of the beginning of an entity’s first fiscal year that 
begins after November 15, 2009. We do not expect the adoption of SFAS 167 to have an impact on our financial position or results of 
operations.  
  

Market risk is the risk of loss arising from adverse changes in market rates and prices, such as interest rates, commodity prices, and 
foreign currency exchange rates. There have been no material changes to the quantitative and qualitative disclosures included in 
Item 7A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2008.  
  

Controls and Procedures  
Members of our management, including our President and Chief Executive Officer, Daniel A. Roling, and Chief Financial Officer, 
Michael R. Castle, have evaluated the effectiveness of our disclosure controls and procedures, as defined by paragraph (e) of 
Exchange Act Rules 13a-15 or 15d-15, as of June 30, 2009, the end of the period covered by this report. Based upon that evaluation, 
Messrs. Roling and Castle concluded that our disclosure controls and procedures were effective as of June 30, 2009.  

Internal Control over Financial Reporting  
There were no changes in our internal control over financial reporting or in other factors identified in connection with the evaluation 
required by paragraph (d) of Exchange Act Rules 13a-15 or 15d-15 that occurred during the quarter ended June 30, 2009 that have 
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.  
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Item 3. Quantitative and Qualitative Disclosures About Market Risk 

Item 4. Controls and Procedures 



PART II – OTHER INFORMATION 
  

On May 28, 2009, we held our 2009 Annual Meeting of Shareholders. At the annual meeting, there were 34,184,824 shares of
common stock outstanding and entitled to vote. There were 25,444,754 shares (74.5% of the shares entitled to vote) represented at the 
meeting in person or by proxy. The only matter submitted to the shareholders at the annual meeting was the election of five directors. 
Immediately prior to and following the meeting, the Board of Directors was comprised of Robert Heinlein, Gerald Malys, Daniel A. 
Roling, Kenneth Scott and Marc Solocheck. The following summarizes vote results for those matters submitted to our shareholders 
for action at the annual meeting:  
  

  

  

The following exhibits are filed as part of this report:  
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Item 4. Submission of Matters to a Vote of Security Holders 

 
1. Proposal to elect Robert Heinlein, Gerald Malys, Daniel A. Roling, Kenneth Scott and Marc Solocheck to serve as our 

directors until the annual meeting of shareholders to be held in 2010 and until their successors are elected and have 
qualified:  

Name     For     Withheld

Robert Heinlein     22,682,116    2,762,638
Gerald Malys     22,678,224    2,766,530
Daniel Roling     24,463,797    980,957
Kenneth Scott    22,792,548    2,652,206
Marc Solochek     24,456,600    988,154

Item 6. Exhibits 

Exhibit 
Number  Exhibit Title 
10.1 

 

Credit Agreement, dated April 9, 2009, among National Coal Corp., National Coal Corporation, the Lenders, and Next View
Partners, LLC. (1) 

10.2 
 

Security and Guarantee Agreement, dated April 9, 2009, among National Coal Corporation, National Coal Corp., Subsidiary
Grantors and Next View Partners, LLC. (1) 

10.3 
 

Intercreditor Agreement, dated as of April 9, 2009, by and between Next View Partners, LLC, and Wells Fargo Bank, N.A.,
and acknowledged and agreed to by National Coal Corporation, National Coal Corp., and Guarantors. (1) 

31.1 
 

Certificate of Chief Executive Officer pursuant to Rule 13a-14(a) under the Securities and Exchange Act of 1934, as 
amended. 
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Exhibit 
Number   Exhibit Title 
31.2 

  

Certificate of Chief Financial Officer pursuant to Rule 13a-14(a) under the Securities and Exchange Act of 1934, as 
amended.

32.1   Certification Pursuant to 18 U.S.C. Section 1350 as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

(1) Incorporated by reference to our Current Report on Form 8-K, as filed on April 14, 2009. 



SIGNATURES 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the Registrant caused
this report to be signed on its behalf by the undersigned, thereunto duly authorized.  
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 NATIONAL COAL CORP.

Date: August 10, 2009 /s/ Michael R. Castle
 By: Michael R. Castle
 Its:  Chief Financial Officer
  (Principal Financial and Accounting Officer) 



EXHIBIT 31.1 

Certification of CEO Pursuant to  
Securities Exchange Act Rules 13a-14 and 15d-14  

as Adopted Pursuant to  
Section 302 of the Sarbanes-Oxley Act of 2002  

I, Daniel A. Roling, certify that:  
1. I have reviewed this quarterly report on Form 10-Q of National Coal Corp.;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report;  

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared;  

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;  

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based 
on such evaluation; and  

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, 
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing 
the equivalent functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  
  
Date: August 10, 2009  /s/ Daniel A. Roling

 Daniel A. Roling
 President and Chief Executive Officer 



EXHIBIT 31.2 

Certification of CFO Pursuant to  
Securities Exchange Act Rules 13a-14 and 15d-14  

as Adopted Pursuant to  
Section 302 of the Sarbanes-Oxley Act of 2002  

I, Michael Castle, certify that:  
1. I have reviewed this quarterly report on Form 10-Q of National Coal Corp.;  

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with 
respect to the period covered by this report;  

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in 
this report;  

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in 
Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and have:  

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made 
known to us by others within those entities, particularly during the period in which this report is being prepared;  

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles;  

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based 
on such evaluation; and  

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the 
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, 
or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and  

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing 
the equivalent functions):  

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial 
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the 
registrant’s internal control over financial reporting.  
  
Date: August 10, 2009  /s/ Michael R. Castle

 Michael R. Castle
 Chief Financial Officer



EXHIBIT 32.1 

CERTIFICATION PURSUANT TO  
18 U.S.C. SECTION 1350  

AS ADOPTED PURSUANT TO  
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, in connection with 
the filing of the Quarterly Report on Form 10-Q for the Quarter Ended June 30, 2009 (the “Report”) by National Coal Corp. 
(“Registrant”), each of the undersigned hereby certifies that:  
  

  

  

 1. the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

 
2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of 

operations of Registrant.  

Date: August 10, 2009  /s/ Daniel A. Roling
 Daniel A. Roling
 President and Chief Executive Officer 

Date: August 10, 2009 /s/ Michael R. Castle
 Michael R. Castle
 Chief Financial Officer



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Average
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Average
  /GrayImageResolution 100
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Average
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD Low Resolution \(Letter Page Size\))
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


