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NATIONAL COAL CORP.  
8915 George William Road 

Knoxville, Tennessee 37923 

NOTICE OF ANNUAL MEETING OF SHAREHOLDER S 

To Be Held Thursday, June 26, 2008 

To the Shareholders of National Coal Corp.: 

The 2008 Annual Meeting of Shareholders of National Coal Corp. will be held at the Loews 

Denver Hotel, 4150 East Mississippi Avenue, Denver, CO on Thursday, June 26, 2008 at 10:00 a.m. 

Mountain Standard Time, for the following purposes: 

1. To elect four (4) Directors to hold office until the 2009 annual meeting or until their 

successors are elected and qualified; and 

2. To transact such other business as may properly come before the meeting or any 

adjournments or postponements thereof. 

The Board of Directors has fixed the close of business on May 9, 2008, as the record date for 

determination of shareholders entitled to notice of, and to vote at, the meeting and any of its adjournments 

or postponements. 

You are cordially invited to attend the Annual Meeting in person.  However, you must be a 

shareholder of record at the close of business on May 9, 2008 to vote at the meeting.  If your shares are 

held in street name, you must obtain a Proxy, executed in your favor, from the holder of record in 

order to be able to vote at the Annual Meeting.  Regardless of whether or not you will attend, please 

mark, date, sign and return the enclosed proxy.  

By Order of the Board of Directors 

/s/ Kenneth Scott    

Kenneth Scott 

Chairman of the Board 

April 29, 2008 

YOUR VOTE IS IMPO RTANT. WHETHER OR NOT YOU EXPECT TO ATTEND THE 

ANNUAL MEETING OF SHAREHOLDER S, PLEASE MARK, DATE, SIGN AND RETURN 

PROMPTLY THE ENCLOSED PROXY IN THE STAMPED RETURN ENVELOPE 

PROVIDED.  YOUR PROMPT RETURN OF THE PROXY WILL HELP AVOID THE 

ADDITIONAL EXPENSE O F FURTHER SOLICITATION TO ASSURE A QUORUM AT THE 

MEETING.  

THE ANNUAL MEETING IS ON JUNE 26, 2008 

PLEASE RETURN YOUR PROXY IN TIME  



 

NATIONAL COAL CORP.  
8915 George William Road 

Knoxville, Tennessee 37923 

PROXY STATEMENT FOR ANNUAL MEETING OF SHAREHOLDER S 

To Be Held Thursday, June 26, 2008 

GENERAL INFORMATION AND VOTING RIGHTS  

This proxy statement (the Proxy Statement) and the enclosed proxy are furnished in connection 

with the solicitation of proxies by the Board of Directors of National Coal Corp., a Florida corporation, 

for use at the 2008 Annual Meeting of Shareholders (the Annual Meeting) to be held at the Loews Denver 

Hotel, 4150 East Mississippi Avenue, Denver, CO on Thursday, June 26, 2008 at 10:00 a.m. Mountain 

Standard Time, and any adjournments or postponements thereof.  Enclosed with this Proxy Statement is a 

copy of our Annual Report, which includes our Form 10-K (without exhibits), for the fiscal year ended 

December 31, 2007.  However, the Annual Report is not intended be a part of this Proxy Statement or a 

solicitation of proxies.  We anticipate that the Proxy Statement and enclosed proxy will first be mailed or 

given to our shareholders on or about June 1, 2008. 

Your vote is important.  If your shares are registered in your name, you are a shareholder of 

record.  If your shares are in the name of your broker or bank, your shares are held in street name.  We 

encourage you to vote by proxy so that your shares will be represented and voted at the meeting even if 

you cannot attend.  All shareholders can vote by written proxy card.  Your submitting the enclosed proxy 

will not limit your right to vote at the Annual Meeting if you later decide to attend in person.  If your 

shares are held in street name, you must obtain a proxy, executed in your favor, from the holder of record 

in order to be able to vote at the meeting.  If you are a shareholder of record, you may revoke your proxy 

at any time before the meeting either by filing with the Corporate Secretary of National Coal, at our 

principal executive offices, a written notice of revocation or a duly executed proxy bearing a later date, or 

by attending the Annual Meeting and expressing a desire to vote your shares in person.  All shares 

entitled to vote and represented by properly executed proxies received prior to the Annual Meeting, and 

not revoked, will be voted at the Annual Meeting in accordance with the instructions indicated on those 

proxies.  If no instructions are indicated on a properly executed proxy, the shares represented by that 

proxy will be voted as recommended by the Board of Directors. 

Only holders of record of our common stock and series A convertible preferred stock at the close 

of business on May 9, 2008 will be entitled to vote at the Annual Meeting on the proposals described in 

this Proxy Statement.  Each share of our common stock outstanding on the record date is entitled to one 

vote on each of the four director nominees and one vote on each other matter.  Holders of our series A 

convertible preferred stock have the right to vote with our common stock based on the number of 

common shares into which the series A convertible preferred shares could be converted on the record 

date.  On the record date, there were outstanding 28,819,931 shares of common stock and 133.33 shares 

of series A convertible preferred stock convertible into 419,952 shares of common stock, for a maximum 

of 29,239,883 votes that may be cast at the Annual Meeting.  Shareholders may not cumulate votes in the 

election of directors. 

If any other matters are properly presented for consideration at the Annual Meeting, including, 

among other things, consideration of a motion to adjourn the meeting to another time or place in order to 

solicit additional proxies in favor of the nominees of the Board of Directors, the persons named as proxies 

and acting thereunder will have discretion to vote on these matters according to their best judgment to the 

same extent as the person delivering the proxy would be entitled to vote.  At the date this proxy statement 

went to press, we did not know of any other matter to be raised at the Annual Meeting. 
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The four nominees for election as directors who receive the most votes ñforò election will be 

elected. 

The presence, in person or by proxy, of a majority of the votes entitled to be cast by the 

shareholders entitled to vote at the Annual Meeting is necessary to constitute a quorum.  Abstentions and 

broker non-votes will be included in the number of shares present at the Annual Meeting for determining 

the presence of a quorum.  Abstentions will be counted toward the tabulation of votes cast on proposals 

submitted to shareholders and will have the same effect as negative votes, while broker non-votes on a 

proposal are not counted or deemed present or represented for determining whether shareholders have 

approved that proposal.  Broker non-votes occur when a broker holding customer securities in street name 

has not received voting instructions from the customer on certain ñnon-routineò matters, and, therefore, is 

barred by the rules of the applicable securities exchange from exercising discretionary authority to vote 

those securities.  Brokers may vote their clientsô shares on routine matters, such as the election of 

directors. 
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PROPOSAL NO. 1 

ELECTION OF DIRECTORS  

Our Bylaws and Articles of Incorporation provide that the number of members on our Board of 

Directors shall be fixed from time to time exclusively by the Board of Directors, but shall not be less than 

one (1) nor more than fifteen (15).  The number of members comprising our Board of Directors currently 

is fixed at four.  

At the recommendation of the Nominating and Governance Committee, the Board of Directors 

proposes the election of the following nominees as directors: 

Robert Heinlein 

Gerald Malys 

Daniel Roling 

Kenneth Scott 

Each of the directors elected at the Annual Meeting will serve until the Annual Meeting of 

Shareholders to be held in 2009 or until such directorôs successor has been duly elected and qualified or 

until such director has otherwise ceased to serve as a director. 

Unless otherwise instructed, the proxy holders will vote the proxies received by them for the 

nominees named above.  If any nominee is unable or unwilling to serve as a director at the time of the 

Annual Meeting, the proxies will be voted for such other nominee(s) as shall be designated by the then 

current Board of Directors to fill any vacancy.  We have no reason to believe that any nominee will be 

unable or unwilling to serve if elected as a director. 

The principal occupation and certain other information about the nominees and our executive 

officers are set forth on the following pages. 

The Board of Directors and Nominating and Governance Committee Unanimously Recommend a 

Vote ñFORò the Election of the Nominees Listed Above. 
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DIRECTORS AND EXECUTIVE OFFICERS  

The following table sets forth certain information with respect to existing directors, nominees, 

and executive officers of National Coal Corp. as of April 29, 2008.  All of the nominees currently are 

directors of National Coal. 

Name Age Position with National Coal 

   

Nominees:   

Robert Heinlein ....................  44 Director 

Gerald Malys .......................  63 Director 

Daniel Roling .......................  58 President, Chief Executive Officer and Director 

Kenneth Scott.......................  65 Chairman of the Board 

   

Other Executive Officers:   

Michael R. Castle .................  48 Senior Vice President, Chief Financial Officer 

Charles Kite .........................  63 Senior Vice President, General Counsel 

William Snodgrass ...............  44 Chief Operating Officer and Senior Vice President of 

Business Development 

   

Board of Directors and Nominees 

Robert Heinlein has served as a director since April 1, 2005.  Since 2003 Mr. Heinlein has 

worked as a business consultant with respect to Sarbanes-Oxley regulations.  From August 2000 through 

2003, Mr. Heinlein was a private investor.  From June 1994 through August 2000, Mr. Heinlein served in 

various management positions with Boca Research, Inc., including as Vice President of Finance and 

Chief Financial Officer from August 1999 to August 2000 and as Vice President, Corporate Comptroller 

and Treasurer from July 1998 to August 1999.  Mr. Heinlein is a Certified Public Accountant.  Mr. 

Heinlein has a Bachelorôs and Masterôs degree in accounting from Florida Atlantic University. 

Gerald Malys has served as a director since November 2006.  Mr. Malys is Senior Vice 

President, Finance and Chief Financial Officer of Apex Silver Mines Limited, a position he has held since 

June 2006. Mr. Malys was a private investor from 1999 to June 2006. Prior to this position, Mr. Malys 

was employed in positions of increasing authority by Cyprus Amax Minerals Company from 1985 to 

1999.  He served as a director of Amax Gold Inc. from 1993 to 1998 and of Kinross Gold Corporation 

from 1998 to 1999.  Mr. Malys has a Bachelor of Science degree in accounting from Gannon University, 

is a Certified Public Accountant and a member of the American Institute of Certified Public Accountants. 

Daniel Roling is President and Chief Executive Officer of National Coal Corp., positions he has 

held since February 2007 and August 2006, respectively.  Prior to joining the Company, Mr. Roling 

served as a financial analyst in the metals and mining industries for more than 25 years.  He joined Merrill 

Lynch in 1981, and was ranked on both the Institutional Investorôs All-American Research Team and the 

Greenwich Associatesô poll.  Mr. Roling is also a long standing member of the National Coal Council.  

He holds a bachelorôs degree in accounting from the University of Iowa and an MBA from the University 

of Kansas.  He is a certified public accountant (CPA) a Chartered Financial Analyst (CFA) and a member 

of the American Institute of Certified Public Accountants. 

Kenneth Scott has served as a director since April 1, 2005, and as Chairman of the Board since 

June 25, 2007.  Mr. Scott has been a Partner with Colonnade Strategies, LLC a business consulting firm, 

since 2002.  Prior to joining Colonnade Strategies, LLC, Mr. Scott was the Executive Vice President for 

Europe and Vice President, Energy Industry, for Perot Systems Corporation, which provides technology-
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based business solutions to help organizations worldwide control costs and cultivate growth.  Mr. Scott 

worked for Perot Systems Corporation from 1998 through 2002. 

Other Executive Officers 

Michael R. Castle has served as our Senior Vice President and Chief Financial Officer since 

December 2007, and serves as our principal financial and accounting officer.  From 1999 until joining us, 

Mr. Castle was in professional practice specializing in management advisory and consulting services.  In 

his practice he offered various financial and operational skill sets designed to help companies grow, 

acquire, or sell coal mining and natural gas properties throughout the Kentucky, West Virginia, Ohio, 

Tennessee and Virginia region. He also provided income tax planning and compliance services for coal 

mining and coal industry related businesses.  From 1991 to 1999, Mr. Castle served as Vice President, 

Chief Financial Officer of Quaker Coal Company, Inc., a 12-million ton per year Kentucky-based coal 

mining company with over 1,000 employees.  Mr. Castle is a Certified Public Accountant and received a 

B.S. degree in Accounting from the University of Kentucky. 

Charles Kite has served as our General Counsel since May 2004, and served as a director from 

February 2003 until May 2004.  Prior to becoming our General Counsel, Mr. Kite, an attorney since 1973, 

was our outside corporate counsel, and since 1990 was engaged in general legal practice with the 

Tennessee law firm of Kite, Bowen & Associates, P. A., where he specialized in commercial business 

representation, tax representation and litigation, estate planning, and probate matters.  From 1985 to 1990, 

Mr. Kite was a senior partner with the law firm of Brabson, Kite & Vance in Sevierville, Tennessee.  

Prior to that, he served as an associate at the law offices of Heiskell, Donelson, Bearman, Adams, 

Williams & Kirsch from 1983 to 1985.  Mr. Kite served as Senior Trial Attorney with the Chief 

Counselôs Office of the Internal Revenue Service from 1977 to 1983. He graduated from Carson Newman 

College in 1967 with a Bachelor of Arts degree, and received his Juris Doctorate degree from the 

University of Tennessee in 1973.  Charles Kite is the stepfather of Jon Nixôs spouse. 

William Snodgrass has served as our Chief Operating Officer since August 2007, and as our 

Senior Vice President of Business Development since March 2007.  Mr. Snodgrass served as our 

Operations Manager from July 2003 until March 2006, and as our Chief Operating Officer from May 

2006 until March 2007.  Mr. Snodgrass also served as our consultant from February 2003 to July 2003. 

Prior to joining us, Mr. Snodgrass served as superintendent and area manager for Tennessee Mining, Inc., 

a subsidiary of Addington Enterprises, Inc., one of the largest coal companies in the nation, a position he 

held from 1994 until February 2003. Mr. Snodgrass has extensive knowledge and expertise in the coal 

mining industry and has been involved in numerous mining projects in the Kentucky and Tennessee areas. 

Mr. Snodgrass has over 20 years of experience in the coal industry. 

The Board and Board Committees 

Board of Directors.  A majority of our Board of Directors is comprised of ñindependentò 

directors within the meaning of the applicable rules for companies traded on The NASDAQ Global 

Market (NASDAQ).  The Board has determined that each of Robert Heinlein, Gerald Malys and Kenneth 

Scott are independent directors.  Daniel Roling does not qualify as independent because he is a National 

Coal employee. 

In making its determination, the Board considered the objective tests and the subjective tests for 

determining who is an ñindependent directorò under the NASDAQ rules.  The subjective test states that 

an independent director must be a person who lacks a relationship that, in the opinion of the Board, would 

interfere with the exercise of independent judgment in carrying out the responsibilities of a director.  In 

assessing independence under the subjective test, the Board took into account the standards in the 

objective tests, and reviewed and discussed additional information provided by the directors and the 
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company with regard to each directorôs business and personal activities as they may relate to National 

Coal and National Coalôs management.  Based on all of the foregoing, as required by NASDAQ rules, the 

Board made a subjective determination as to each independent director that no relationships exists which, 

in the opinion of the Board, would interfere with the exercise of independent judgment in carrying out the 

responsibilities of a director. 

In making its independence determinations, the Board will consider transactions occurring since 

the beginning of the third fiscal year prior to the date of its determination between National Coal and 

entities associated with the independent directors or members of their immediate family.  All identified 

transactions that appear to relate to National Coal and a person or entity with a known connection to a 

director will be presented to the Board for consideration.  In each case, the Board will determine whether, 

because of the nature of the directorôs relationship with the entity and/or the amount involved, the 

relationship impaired the directorôs independence.   

The Board of Directors held 17 general meetings during 2007.  The Board of Directors also acted 

on nine occasions by unanimous written consent during 2007.  Each current director, while serving as a 

director, attended at least 75% of all the meetings of the Board of Directors and those committees on 

which he served in 2007.  While we have not established a policy with respect to members of the Board 

of Directors attending annual meetings, directors are generally in attendance at the annual meeting of 

shareholders.  All four of our directors that were nominated for re-election at the 2007 annual meeting of 

shareholders attended the meeting in person. 

The Board of Directors regularly maintains an Audit Committee, Compensation Committee and 

Nominating and Governance Committee, and establishes special committees from time to time to perform 

specifically delegated functions.  The Board of Directors has adopted a written charter that governs the 

conduct and responsibilities of each of the Audit Committee, Compensation Committee and Nominating 

and Governance Committee, copies of which may be found on our website located at 

http://www.nationalcoal.com.  Our Audit Committee held seven meetings during 2007, our Nominating 

and Governance Committee held one meeting during 2007, and our Compensation Committee acted on 

two occasions by unanimous written consent during 2007. 

Audit Committee.  The Audit Committee currently consists of Robert Heinlein, Kenneth Scott and 

Gerald Malys, all of whom qualify as ñindependentò directors within the meaning of the applicable rules 

for companies traded on The NASDAQ Global Market (NASDAQ).  During 2007, Robert Heinlein, 

Kenneth Scott, Scott Filstrup (who served on the Board until July 2007) and Gerald Malys served on the 

Committee, and Mr. Heinlein, a certified public accountant, chaired this committee.  The Board of 

Directors has determined that Mr. Heinlein is an ñaudit committee financial expertò as defined in Item 

401(h)(2) of Regulation S-K.  The Board also has determined that each Committee member has sufficient 

knowledge in reading and understanding our financial statements to serve on the Committee.  The 

Committee reviews the scope and results of quarterly audit reviews and the year-end audit with 

management and the independent auditors, reviews and discusses the adequacy of our internal controls, 

and recommends to the Board of Directors selection of independent auditors for the coming year. 

Compensation Committee.  The Compensation Committee of the Board of Directors is primarily 

responsible for determining the annual salaries and other compensation of directors and executive officers 

and administering our equity compensation plans.  The Committee currently consists of Robert Heinlein, 

Kenneth Scott and Gerald Malys, all of whom qualify as ñindependentò directors within the meaning of 

the applicable rules for companies traded on NASDAQ.  During 2007, Robert Heinlein, Kenneth Scott, 

Scott Filstrup (until his resignation in July 2007) and Gerald Malys served on the Committee, and Mr. 

Scott chaired this Committee.  In connection with its deliberations, the Committee seeks the views of the 

Chief Executive Officer with respect to appropriate compensation levels of the other officers and 
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periodically recruits compensation experts to provide independent advice regarding market trends and 

other competitive considerations.  For further discussion of the role of the Compensation Committee in 

determining executive compensation, see the discussion in ñCompensation Discussion and Analysisò 

included elsewhere in this proxy statement.  

Nominating and Governance Committee.  The Nominating and Governance Committee of the 

Board of Directors currently consists of Robert Heinlein, Kenneth Scott and Gerald Malys, all of whom 

qualify as ñindependentò directors within the meaning of the applicable rules for companies traded 

NASDAQ.  During 2007, Robert Heinlein, Kenneth Scott, Scott Filstrup and Gerald Malys served on the 

Committee, and Mr. Filstrup chaired this Committee until July 2007, after which Mr. Malys has served as 

its chairman.  The Committee reviews and makes recommendations regarding the functioning of the 

Board of Directors as an entity, recommends corporate governance principles applicable to National Coal 

and assists the Board of Directors in its reviews of the performance of the Board and each of its 

committees. 

The Committee also reviews those Board members who are candidates for re-election to our 

Board of Directors, and makes the determination to nominate a candidate who is a current member of the 

Board of Directors for re-election for the next term.  The Committeeôs methods for identifying candidates 

for election to the Board of Directors (other than those proposed by our shareholders, as discussed below) 

include the solicitation of ideas for possible candidates from a number of sourcesðmembers of the Board 

of Directors; our executives; individuals personally known to the members of the Board of Directors; and 

other research. We may also from time to time retain one or more third-party search firms to identify 

suitable candidates. The Committee members also nominate outside candidates for inclusion on the Board 

of Directors. 

A National Coal shareholder may nominate one or more persons for election as a director at an 

annual meeting of shareholders if the shareholder complies with the notice, information and consent 

provisions contained in our Bylaws. In addition, the notice must be made in writing and include (i) the 

qualifications of the proposed nominee to serve on the Board of Directors, (ii) the principal occupations 

and employment of the proposed nominee during the past five years, (iii) directorships currently held by 

the proposed nominee, and (iv) a statement that the proposed nominee has consented to the nomination. 

The recommendation should be addressed to our Secretary. 

Among other matters, the Nominating and Governance Committee members: 

 Review the desired experience, mix of skills and other qualities to assure appropriate Board 

composition, taking into account the current Board members and the specific needs of 

National Coal and the Board; 

 Conduct candidate searches, interview prospective candidates and conduct programs to 

introduce candidates to our management and operations, and confirm the appropriate level of 

interest of such candidates; 

 Recommend to the Board qualified candidates who bring the background, knowledge, 

experience, independence, skill sets and expertise that would strengthen and increase the 

diversity of the Board; 

 Conduct appropriate inquiries into the background and qualifications of potential nominees; 

and 

 Review the suitability for continued service as a director of each Board member when he or 

she has a significant change in status, such as an employment change, and recommend 

whether or not such director should be re-nominated. 
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Based on the foregoing, the Nominating and Governance Committee recommended for 

nomination, and the Board of Directors nominated, Robert Heinlein, Gerald Malys, Daniel Roling and 

Kenneth Scott for re-election as directors on the Board of Directors, subject to shareholder approval, for a 

one-year term ending on or around the date of the 2009 Annual Meeting. 

Compensation Committee Interlocks and Insider Participation 

During 2007, Robert Heinlein, Kenneth Scott, Scott Filstrup (until his resignation in July 2007) 

and Gerald Malys served on the Compensation Committee.  None of these Committee members have 

served as officers or employees of National Coal, and while serving on the Committee were independent 

directors pursuant to applicable NASDAQ rules.  During 2007, none of our executive officers served on 

the compensation committee (or equivalent), or the board of directors, of another entity whose executive 

officer(s) served on our Compensation Committee or Board of Directors. 

Code of Ethics 

We have adopted a Code of Ethical Conduct that is applicable to all of our officers, directors and 

employees, including our principal executive officer, principal financial officer, principal accounting 

officer and persons performing similar functions.  A copy of our Code of Ethical Conduct was filed as an 

exhibit to our Annual Report on Form 10-K. 

Section 16(a) Beneficial Ownership Reporting Compliance 

Section 16(a) of the Securities Exchange Act of 1934 requires that our executive officers and 

directors, and persons who own more than ten percent of a registered class of our equity securities, file 

reports of ownership and changes in ownership with the SEC.  Executive officers, directors and greater-

than-ten percent shareholders are required by SEC regulations to furnish us with all Section 16(a) forms 

they file.  Based solely on our review of the copies of the forms received by us and written representations 

from certain reporting persons that they have complied with the relevant filing requirements, we believe 

that, during the year ended December 31, 2007, all of our executive officers, directors and greater-than-

ten percent shareholders complied with all Section 16(a) filing requirements, except for the following: (i) 

one Statement of Changes in Beneficial Ownership on Form 4 reporting one separate transaction, was 

filed late by Jon Nix; (ii) one Statement of Changes in Beneficial Ownership on Form 4, reporting two 

transactions, was filed late by Crestview Capital Master, LLC; (iii) one Annual Statement of Changes in 

Beneficial Ownership on Form 5, reporting one late transaction, was filed by Charles Kite; and (iv) one 

Annual Statement of Changes in Beneficial Ownership on Form 5, reporting five late transactions, was 

filed by William Snodgrass. 

Certain Relationships and Related Transactions 

Review and Approval of Related Party Transactions.  We have adopted a Code of Ethical Conduct 

that applies to all employees and directors of the company.  This Code of Ethical Conduct requires that all 

of our employees and directors avoid engaging in activities that give rise to conflicts of interest, including 

engaging in any transactions with the company, without first obtaining a waiver.  Executive officers and 

directors are required to obtain such a waiver from our Board of Directors or an appropriate committee of 

our Board.  There were no instances during 2007 in which an executive officer or director engaged in a 

related party transaction with the company without first obtaining a waiver as required under our Code of 

Ethical Conduct. 

Reportable Related Party Transactions.  Other than the employment arrangements described 

elsewhere in this report and the transactions described below, since January 1, 2007, there has not been, 
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nor is there currently proposed, any transaction or series of similar transactions to which we were or will 

be a party: 

 in which the amount involved exceeds $120,000; and 

 in which any director, executive officer, shareholder who beneficially owns 5% or 

more of our common stock or any member of their immediate family had or will 

have a direct or indirect material interest. 

In March 2007, Jon Nix sold to Daniel Roling, our President and Chief Executive Officer for 

$10.00 in aggregate consideration, a fully vested option to purchase 400,000 shares of National Coal 

Corp. common stock at $7.00 per share which option expires on December 31, 2008. The transaction 

resulted in $434,493 of additional compensation expense to the Company in the year ended December 31, 

2007. 

Mr. Nix is a founder, significant stockholder, and former officer and director of National Coal.  

Mr. Nix served as a director of National Coal Corp. from January 2003 until July 2007, and as our 

Chairman of the Board from March 2004 until July 2007. Mr. Nix also served as our President and Chief 

Executive Officer from January 2003 until August 2006. He is married to the stepdaughter of our General 

Counsel, Charles Kite. As of April 24, 2008, based on reports Mr. Nix has filed with the Securities and 

Exchange Commission, Mr. Nix beneficially owned 3,416,138 shares of our common stock, representing 

approximately 11.9% of our outstanding common stock as of such date. 

On March 2, 2007, we sold 200,000 shares of our common stock to Daniel Roling, our President 

and Chief Executive Officer, for a purchase price of $4.65 per share.  The sale to Mr. Roling was made 

pursuant to a subscription agreement, dated February 28, 2007, and was part of a larger offering of 

3,000,000 shares of our common stock in which two institutional investors acquired the remaining shares.  

In connection with the offering, we entered into a registration rights agreement with Mr. Roling and the 

other purchasers, dated February 28, 2007, pursuant to which we agreed to register with the Securities and 

Exchange Commission the resale by the purchasers of the shares purchased in the offering. 

On October 19, 2007, we sold 200,000 shares of our common stock to Daniel Roling, our 

President and Chief Executive Officer, for a purchase price of $3.00 per share, which shares were sold to 

Mr. Roling pursuant to our 2004 Stock Option Plan, and was part of a larger offering of 4,066,968 shares 

of our common stock in which several institutional investors and other accredited investors acquired the 

remaining shares. 

On October 19, 2007, we paid Jon Nix $100,000 for consulting services related to our acquisition 

of National Coal of Alabama, Inc. (formerly Mann Steel Products, Inc.). 

On March 31, 2008, we sold the real and personal property assets that comprised our active 

Straight Creek mining operations in Bell, Leslie and Harlan Counties, Kentucky to Xinergy Corp. for 

$11,000,000 in cash.  In addition to our receipt of the purchase price for the assets, the transaction also 

resulted in the return to us of approximately $7,400,000 in cash that we previously pledged to secure 

reclamation bonds and other liabilities associated with the Straight Creek operation, and relieved us of 

approximately $3,600,000 in reclamation liabilities and approximately $2,700,000 of equipment related 

debt which were assumed by Xinergy in the transaction. The sale resulted in a small gain. Xinergy Corp. 

was founded and is controlled by Jon Nix. 
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COMPENSATION DISCUSSION AND ANALYSIS 

Overview of Compensation Philosophy and Program 

The objective of the Companyôs executive compensation program is to attract, retain and 

motivate key executives to enhance long-term profitability and create shareholder value.  On April 1, 

2005, upon the creation of the Companyôs Compensation Committee to the Board of Directors, the 

Company did not have a compensation philosophy or program.  The Committeeôs first objective was to 

bring certain skill sets and experience to the top positions in the Company: Chief Executive Officer, Chief 

Operating Officer and Chief Financial Officer.  Compensation programs have been negotiated on an 

individual by individual basis in order to attract the people who were identified for those positions.  More 

recently, the Compensation Committee has been working with management and the Board in seeking the 

development and publication of Board-approved, annual company targets around which an incentive 

compensation program can be designed that would enable a senior executive to earn up to a substantial 

portion of his base salary in the form of a cash bonus in return for achieving the targets. 

The philosophy of the Compensation Committee is centered on the belief that the Companyôs 

ability to responsibly deliver and sustain value is driven by superior individual performance.  We believe 

that a company must offer competitive compensation to attract and retain experienced, talented and 

motivated employees.  At the senior leadership roles with the organization, we are in the process of 

structuring executive bonus plans which will be based upon making performance-based pay a significant 

portion of compensation.  We believe this will encourage talented leaders to stay with the company over 

extended years. 

The Compensation Committee has approved a compensation structure for the named executive 

officers, determined on an individual by individual basis that incorporates four key components: base 

salary, annual discretionary incentive payments, stock options, and retirement and other benefits.  

Deductibility of Compensation Expenses 

Pursuant to Section 162(m) under the Internal Revenue Code, certain compensation paid to 

executive officers in excess of $1 million is not tax deductible, except to the extent such excess 

constitutes performance-based compensation. The Committee has and will continue to carefully consider 

the impact of Section 162(m) when establishing incentive compensation plans. As a result, a significant 

portion of the Companyôs executive compensation satisfies the requirements for deductibility under 

Section 162(m). At the same time, the Committee considers its primary goal to design compensation 

strategies that further the best interests of the Company and its shareholders. In certain cases, the 

Compensation Committee may determine that the amount of tax deductions lost is insignificant when 

compared to the potential opportunity a compensation program provides for creating shareholder value. 

The Compensation Committee therefore retains the ability to evaluate the performance of the Companyôs 

executive officers and to pay appropriate compensation, even if it may result in the non-deductibility of 

certain compensation. 

2007 Executive Compensation Components 

For the year ended December 31, 2007, the principal components of compensation for the named 

executive officers were:  

 annual base salary; 

 annual discretionary incentive compensation; 
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 stock options; and 

 retirement and other benefits. 

Annual Base Salary.  In general, base salary for each employee, including the named executive 

officers, is established based on the individualôs job responsibilities, performance and experience; the 

Companyôs size relative to competitors; the competitive environment; and a general view as to available 

resources. 

For the Companyôs executive officers, the Compensation Committee reviewed the base salaries 

of the Chief Executive Officer and his direct reports at the time of hire, which has been within the past 

three years, to ensure competitiveness in the marketplace. No adjustments have been made to executive 

officer compensation since their hire date.  The Compensation Committee consider the base salaries of the 

named executive officers to ensure they take into account performance, experience and retention value 

and that salary levels continue to be competitive with companies of similar size and complexity. 

Annual Discretionary Incentive Compensation.  Named executive officers are provided with a 

discretionary incentive program which allows for cash incentive bonuses up to certain percentages of 

compensation established in each employment agreement.  At this time, the incentive program has not yet 

been linked with a set of clear objectives.  In 2007, no incentive bonuses were paid other than to Charles 

Kite and William Snodgrass. 

Stock Options.  The Compensation Committee approved a long-term incentive opportunity for 

each of the named executive officers through awards of stock options. The Companyôs stock option 

program is a long-term plan designed to: create a direct link between executive compensation and 

increased shareholder value, provide an opportunity for increased equity ownership by executives, and 

maintain competitive levels of total compensation.   

Initial awards of stock options are made on the hire date of the executive officer or employee.  

Additionally, the Compensation Committee will make additional awards of stock options on a case by 

case basis. 

In the case of recommended stock option awards, the Compensation Committee reviews the 

recommendations of senior management and tests fairness before recommending a stock option award to 

the board of directors.  The process for stock option awards is to approve grants prospectively (i.e. 

approval date occurs prior to grant date) although there have been occasions where stock option awards 

have been approved on the grant date at the closing market price on that date. 

All stock options, except for those granted to Daniel Roling, have been granted at an exercise 

price equal to the closing market price of the Companyôs Common Stock on the date of grant. 

Accordingly, those stock options will have intrinsic value to employees only if the market price of the 

Common Stock increases after that date. The stock options granted to Daniel Roling had an exercise price 

equal to the closing market price of the Companyôs Common Stock on the date his employment 

agreement was signed and the grant date was the commencement date of his employment.  Stock options 

generally vest in one-fourth increments over a period of four years; however, options will immediately 

vest upon a change of control of the Company or a recapitalization event or upon the holderôs death or 

disability. If the holder terminates employment without good reason (as defined in his or her employment 

agreement), all unvested stock options are forfeited. Stock options expire ten years from the date of grant. 

Retirement Benefits.  The Company maintains a 401(k) plan. Named executive officers participate 

in these plans on the same terms as other eligible employees, subject to any legal limits on the amount 

that may be contributed by executives under the plans.  At this time, the Company provides matching 
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funds under the 401(k) plan to employees of National Coal of Alabama but not to employees of the 

Companyôs other subsidiaries.  

Other Benefits Provided by the Company.  The Company also provides the following benefits to 

the named executive officers and all other employees. 

 Medical Benefits.  Employees have a choice of two coverage options. Each option covers the 

same services and supplies, but differs in the quality of the doctorsô network.  Prior to April 

2007, the plan was fully funded by the Company.  Beginning April 2007, the employee will 

pay between $0 and $200 per month depending upon the number of family members covered 

under the plan. 

 Dental Benefits.  The plan covers preventive, basic and major services for employees and 

their dependents. Orthodontia care is also provided for eligible dependents. Preventive care 

and basic services are covered at 100%. Major services at 50% after a waiting period. The 

plan has no deductibles. The premium is paid 100% by the company for salaried employees 

and 100% by the employee for hourly employees. 

 Life Insurance.  Employees receive a basic benefit equal $10,000.  The premium is paid 

100% by the company. 

 Vacation.  All employees are eligible for vacation based on years of service. Each executive, 

including the named executive officers, is eligible for 20 days of vacation each year.  

 Holidays.  The company provides 12 paid holidays each year. 

 Perquisites.  The Company provided certain perquisites to senior management in 2007, as 

follows: 

o Life Insurance.  Certain executive officers are provided $1 million or $500,000 keyman 

life insurance in which, upon the death of the employee, the proceeds of such insurance 

are divided evenly between the Company and the employeeôs heirs. 

o Long-Term Disability (LTD) and Long-Term Care.  The contract of our Chief Executive 

Officer requires the company to provide long-term disability and long-term care 

insurance programs on his behalf.  At December 31, 2007, only the long-term care 

insurance was in place.  Long-term care insurance provides $400 per day paid directly to 

the insured for every day in which the employee meets certain criteria and requires 

outside care. 

 Other Perquisites.  The Company does not provide or reimburse for country club 

memberships for any officers.  Vehicles have been provided to certain named executives. 

Compensation Committee Report 

The Compensation Committee of the Board of Directors is primarily responsible for determining 

the annual salaries and other compensation of executive officers and administering the Companyôs equity 

compensation plans.  The Committee has reviewed and discussed the Compensation Discussion and 

Analysis section of this proxy statement with management and based on such review and discussion has 

recommended to the Board of Directors that the Compensation Discussion and Analysis section be 

included in National Coalôs 2007 Annual Report on Form 10-K and in this proxy statement. 

Compensation Committee 

Kenneth Scott, Chairman 

Robert Heinlein 

Gerald J. Malys 
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EXECUTIVE COMPENSATION  

Summary Compensation Table 

The following table sets forth, as to each person serving as Chief Executive Officer and Chief 

Financial Officer during 2007, the two most highly compensated executive officers other than the Chief 

Executive Officer and Chief Financial Officer who were serving as executive officers at the end of the 

2007 whose compensation exceeded $100,000 (who were the only other executive officers serving at the 

end of the 2007), and Kenneth Hodak, whose service as an executive officer terminated during 2007 

(referred to as named executive officers), information concerning all compensation paid for services to us 

in all capacities for 2007 and 2006. 

Name and 

Principal Position Year 

Salary 

($) 

Bonus 

($) 

Option 

Awards 

($)(4) 

All Other 

Compensation 

($)(5) 

Total 

($) 

       

Daniel A. Roling (1) .............................  2007 600,000 -- 759,518(6) 18,111 1,377,629 

President and Chief 

Executive Officer 

2006 236,538 -- 127,917 59,592 424,047 

       

Michael R. Castle (2) ...........................  2007 20,000 -- 3,757 2,311 26,068 

Senior Vice President and 

Chief Financial Officer 

2006 -- -- -- -- -- 

       

T. Michael Love (2) .............................  2007 275,000 -- 78,449 7,150 360,599 

Senior Vice President and 

former Chief Financial Officer 

2006 275,000 10,000 92,623 30,116 407,739 

       

Charles Kite ..........................................  2007 180,000 5,000 79,542 708 265,250 

General Counsel 2006 180,000 -- 93,914 5,177 279,091 

       

William Snodgrass ...............................  2007 180,000 40,000 160,717 1,845 382,562 

Chief Operating Officer and 

Senior Vice President of Business 

Development 

2006 157,500 32,589 83,774 1,845 275,708 

       

Kenneth Hodak (3) ...............................  2007 90,000 -- -- 546 90,546 

Former Chief Operating Officer 2006 106,774 -- 53,970 16,343 177,087 

        

(1) Mr. Rolingôs employment with National Coal commenced on August 9, 2006.  

(2) Mr. Castle replaced Mr. Love as Chief Financial Officer effective December 1, 2007.  Mr. Love continued to 

serve as Senior Vice President until his resignation from such position on January 2, 2008. 

(3) Mr. Hodak was employed with us from January 1, 2006 until May 12, 2006, and again from January 31, 2007 

until August 31, 2007. 

(4) The amounts in this column represent the dollar amounts recognized for financial statement reporting purposes 

in the applicable fiscal year with respect to stock options granted in the applicable fiscal year as well as prior 

fiscal years, in accordance with SFAS 123R. For additional information on the valuation assumptions with 

respect to option grants, including the options granted in 2006 and 2007, see note 16 to the consolidated 

financial statements in our Annual Report on Form 10-K for the year ended December 31, 2007.  These 

amounts do not reflect the actual value that may be realized by the named executive officers which depends on 

the value of our shares in the future. 
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(5) All other compensation for 2006 and 2007 consists of the following (amounts in dollars): 

  Moving and 

Relocation 

Insurance 

Premiums 

Automobile 

Allowance Total 

Mr. Roling ............................  2007 -- 17,621
(i)

 490 18,111 

 2006 42,391 18,034
(i)

 3,623 59,592 

Mr. Castle ............................  2007     2,311 -- -- 2,311 

 2006 -- -- -- -- 

Mr. Love ..............................  2007 -- -- 7,150 7,150 

 2006 21,625 -- 8,491 30,116 

Mr. Kite ................................  2007  708
(ii)

 -- 708 

 2006 -- 708
(ii)

 3,762 5,177 

Mr. Snodgrass ......................  2007 -- 820
(ii)

 1,025 1,845 

 2006 -- 820
(ii)

 1,025 1,845 

Mr. Hodak ............................  2007 -- -- 546 5466 

 2006   15,533 -- 810 16,343 

       

(i) Insurance premium for Mr. Roling to provide individual long-term care insurance and life insurance. 

(ii)  One-half of the insurance premiums to provide life insurance in part for the benefit of the executiveôs 

beneficiaries. 

(6) On March 6, 2007, Jon Nix sold to Daniel Roling, our President and Chief Executive Officer for $10.00 in 

aggregate consideration, a fully vested option to purchase 400,000 shares of National Coal Corp. common 

stock at $7.00 per share until December 31, 2008.  The transaction resulted in $434,493 of compensation 

expense to the Company in the year ended December 31, 2007 in accordance with SFAS 123R. 

Grants of Plan-Based Awards in Fiscal 2007 

The following table provides information about equity-awards granted to each named executive 

officer in 2007 under the Amended and Restated 2004 National Coal Corp. Option Plan, which is the only 

plan pursuant to which awards were granted in 2007.  

Name 

Grant  

Date(1) 

Approval  

Date(1) 

All 

Other 

Stock 

Awards: 

Number 

of Shares 

of Stock 

or Units 

(#) 

All Other 

Option 

Awards: 

Number of 

Securities 

Underlying 

Options (#) 

Exercise or 

Base Price 

of Option 

Awards 

($/SH) (2) 

Market 

Price on 

Grant 

Date 

($/SH)(2) 

Grant Date 

Fair Value 

of Stock 

and Option 

Awards 

($)(3) 

        

Daniel Roling 10/19/07 10/19/07 200,000 -- $3.00 $3.19   38,000 

        

Michael R. Castle 12/01/07 11/14/07 -- 130,000 $3.22 $3.22  221,000 

        

William 

Snodgrass 

 

09/01/07 09/01/07 -- 100,000 $3.00 $3.00  164,000 

(1) The grant date of an option award is the date that the compensation committee fixes as the date the recipient is 

entitled to receive the award.  The approval date is the date that the compensation committee approves the 

award.  

(2)     The exercise price of option awards is generally equal to the closing market price of National Coalôs common 

stock on the trading day immediately prior to the date of grant.   

(3) The grant date fair value is generally the amount the company would expense in its financial statements over 

the awardôs service period, but does not include a reduction for forfeitures. 
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Outstanding Equity Awards at Fiscal Year 2007 

The following table provides information with respect to outstanding stock options held by each 

of the named executive officers as of December 31, 2007.  

Name 

Grant 

Date 

Number of Securities 

Underlying Unexercised 

Options Option 

Exercise 

Price ($) 

Option 

Expiration 

Date 

(#) 

Exercisable 

(#) 

Unexercisable 

      

Daniel A. Roling ............... 08/09/06 125,000 375,000 (1) $8.88 08/09/16 

Daniel A. Roling ............... 03/06/07 400,000 -- $7.00 12/31/08 

Michael Castle .................. 12/01/07 -- 130,000 (2) $3.22 12/01/17 

T. Michael Love ................ 11/14/05 50,000 25,000 (3) $7.02 11/14/15 

Charles Kite ...................... 03/25/04 18,750 6,250 (4) $2.20 03/25/14 

 05/03/04 75,000 25,000 (4) $5.40 05/03/14 

William Snodgrass ............ 03/25/04 25,000 12,500 (4) $2.20 03/25/14 

 06/07/05 25,000 25,000 (5) $5.86 06/07/15 

 09/01/07 50,000 50,000 (6) $3.00 09/01/17 

       

(1) Options are exercisable in 25% annual increments beginning August 9, 2007. 

(2) Options are exercisable in 25% annual increments beginning December 1, 2008. 

(3) The remaining portion of Mr. Loveôs option became exercisable on January 1, 2008. 

(4) Options are exercisable in 25% annual increments beginning January 1, 2005. 

(5) Options are exercisable in 25% annual increments beginning January 1, 2006. 

(6) The remaining portion becomes exercisable on September 1, 2008. 

Option Exercises and Stock Vested in Fiscal Year 2007 

The following table provides information on stock option exercises and vesting of stock awards 

for each of the named executive officers during 2007. 

 Option Awards Stock Awards 

 Number of 

Shares 

Acquired on 

Exercise (#) 

Value 

Realized on 

Exercise ($) 

Number of 

Shares 

Acquired on 

Vesting (#) 

Value 

Realized on 

Vesting ($) 

     

Daniel A. Roling ................................  -- -- 200,000 (1) $638,000 

     

     

     

(1) Mr. Roling purchased 200,000 shares of the Companyôs common stock at a price of $3.00 from shares 

authorized under the 2004 Stock Option Plan in accordance with a restricted stock award on October 19, 2007.  The 

market price on the date of grant was $3.19 per share.   

Employment Agreements, Termination of Employment and Change of Control Arrangements 

Other than William R. Snodgrass, each of our named executive officers not only serves as an 

officer of National Coal Corp., but also as an officer of our wholly-owned subsidiary National Coal 

Corporation. Mr. Snodgrass is an executive officer of National Coal Corporation only. 
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Daniel A. Roling.  In May 2006, we, along with our wholly-owned subsidiary, National Coal 

Corporation, entered into an employment agreement with Daniel A. Roling pursuant to which Mr. Roling 

would become the President and Chief Executive Officer of each company.  Mr. Roling became our Chief 

Executive Officer on August 9, 2006 and President on February 6, 2007.  Pursuant to the terms of his 

employment agreement, Mr. Roling shall also serve as a member of the Board.  In November 2006, we 

expanded the size of our Board from 5 to 7 members, and Mr. Roling and Mr. Malys were appointed as 

directors.  Mr. Rolingôs employment agreement expires on May 24, 2009.  Mr. Rolingôs employment 

agreement shall be automatically renewed after the expiration of the initial term for successive two-year 

terms unless the Board elects to terminate the employment agreement.  Mr. Roling earns a base salary of 

$600,000 per year, which rate of compensation is in effect until expiration of the initial term.  Thereafter, 

the base annual salary shall be at the rate determined in good faith by the Board, but shall not be lower 

than the base salary in effect at the end of the immediately preceding fiscal year.  In addition, for each full 

fiscal year during which Mr. Roling is employed as the Chief Executive Officer, commencing with the 

fiscal year ended December 31, 2006, Mr. Roling shall be paid an annual cash bonus in an amount to be 

determined in good faith by the Board, but not more than an amount equal to fifty percent (50%) of the 

base amount of Mr. Rolingôs salary.  Pursuant to Mr. Rolingôs employment agreement, National Coal 

Corporation maintains key man life insurance for Mr. Roling.  Any proceeds of this policy would be 

distributed 50% to National Coal Corporation and 50% to Mr. Rolingôs heirs. 

Under his employment agreement, on May 25, 2006, the compensation committee approved the 

grant to Mr. Roling of a non-qualified stock option to purchase 500,000 shares of our common stock at an 

exercise price of $8.88 per share, the grant of which occurred upon Mr. Rolingôs commencement of 

employment in August 2006.  The options shall vest in four equal annual installments on the anniversary 

of the date of commencement of employment, but shall fully vest upon a change of control.  In addition, 

under his employment agreement, Mr. Roling purchased 100,000 shares of our common stock at a price 

of $8.88 per share. 

In the event that Mr. Rolingôs employment is terminated other than for bad conduct or because of 

substantial differences of opinion between Mr. Roling and the Board, or other circumstances should arise 

such that Mr. Roling, in good faith, no longer feels that he can function effectively as Chief Executive 

Officer of the Company, then Mr. Roling shall be entitled to certain severance benefits for a severance 

period of twelve months.  Such severance benefits include a continuation of Mr. Rolingôs base salary, a 

prorated annual cash bonus payment, continued insurance coverage, continued use of a company owned 

and maintained automobile, and immediate vesting of all unvested options and immediate lapse of any 

forfeiture provision relating to restricted share grants scheduled to vest during the severance period.  In 

the event of a change of control, the Company shall perform an analysis to determine the applicability of 

Section 4999 of the United States Internal Revenue Code of 1986, and if applicable, shall pay to Mr. 

Roling a gross-up not to exceed $200,000 such that Mr. Roling will retain a net amount equal to the 

payments he is entitled to pursuant to the terms of the Employment Agreement, less income and 

employment taxes, assuming that the excise tax under Section 4999 didnôt apply. 

In addition, in the event that Mr. Rolingôs employment with the Company is terminated for any 

reason, the Company shall, upon the request of Mr. Roling, pay for outplacement service for Mr. Roling 

for a period of twelve (12) months and provide office space and secretarial support to assist Mr. Roling in 

searching for and obtaining a new position. 

T. Michael Love. In November 2005, National Coal Corp., and our wholly-owned subsidiary, 

National Coal Corporation, entered into an employment agreement with Mr. Love to serve as Chief 

Financial Officer. Under his employment agreement, Mr. Love was entitled to an initial salary of 

$275,000 per year. Annual increases in Mr. Loveôs base salary were determined in good faith by the 

Board at the beginning of each fiscal year. Mr. Love was also entitled to one year of severance pay in the 
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event of termination without cause any time before January 1, 2009 or if he terminated his employment 

for good reason.  Mr. Love was granted 100,000 stock options at the then current market value of $7.02 

per share. These options were scheduled to vest in four equal annual installments, starting on January 1, 

2006, but would fully vest upon a change of control of National Coal Corp. or upon termination of Mr. 

Loveôs employment without cause or for good reason. 

On November 28, 2007, we entered into a separation agreement with Mr. Love, pursuant to which 

he resigned as our Chief Financial Officer and as a member of our Board of Directors effective December 

1, 2007, and continued to serve as our Senior Vice President until January 2, 2008.  The separation 

agreement also provides for a full release of claims either party may have against the other, and extends 

until December 31, 2009, the period during which Mr. Love may exercise his stock options that were 

vested as of January 2, 2008.  We also entered into a consulting agreement with Mr. Love, which became 

effective on January 2, 2008, pursuant to which Mr. Love agreed to provide financial and accounting 

services to us until March 31, 2008.  For these services, we agreed to pay Mr. Love $68,750.   

Michael R. Castle. In November 2008, National Coal Corp., and our wholly-owned subsidiary, 

National Coal Corporation, entered into an employment agreement with Mr. Castle to serve as Senior 

Vice President and Chief Financial Officer commencing December 1, 2007.  Under his employment 

agreement, Mr. Castle is entitled to an initial salary of $240,000 per year.  Mr. Castle is also entitled to 

one year of severance pay and full acceleration of all unvested stock options if his employment is 

terminated by us without cause.  Mr. Castle was granted 130,000 stock options at the then current market 

value of $3.22 per share. These options are exercisable in 25% annual increments beginning December 1, 

2008. 

Potential Severance Payments 

As described above, our employment agreements with Messrs. Roling, Love and Castle provide 

for severance benefits in the event that the executiveôs employment is terminated under certain 

circumstances.  The following table sets forth severance payments and benefits that we would have been 

obligated to pay to Messrs. Roling, Love, and Castle assuming a triggering event had occurred under each 

of their respective agreements as of December 31, 2007: 

Name 

Cash 

Severance 

Payment ($)(1) 

Bonus 

Value ($) 

Continuation of 

Benefits ($) 

Value of 

Acceleration of 

Vesting of Equity 

Awards ($)(4) 

Outplacement 

Services($) 

Total 

Severance 

Benefits ($) 

       

Daniel Roling .........  600,000 300,000 (2) 51,150 (3) -- 42,000 (5) 993,150 

T. Michael Love ....  275,000 -- -- -- -- 275,000 

Michael R. Castle 240,000 -- -- 304,200 -- 544,200 

        

(1) Represents twelve months of cash severance payments based on the executiveôs salary payable in a lump sum or 

periodic payments as provided in the executiveôs employment agreement. 

(2)  Consists of an annual cash bonus payment equal to 50% of Mr. Rolingôs base salary. 

(3) Represents the estimated cost of continuation of the following benefits for the severance period: (i) insurance 

coverage for medical, major medical and disability coverage; (ii) automobile allowance; and (iii) reimbursement 

of fees for professional services of $10,000. 

(4) Represents the value of accelerated ñin the moneyò stock options using the closing price of our common stock 

on December 31, 2007 of $5.56, as reported by NASDAQ.  At December 31, 2006, no stock options held by 

Messrs. Roling and Love were ñin the money.ò 

(5) Represents the estimated costs to the Company of providing Mr. Roling with (i) outplacement services for a 

period of twelve months with agency selected by Mr. Roling, based upon the customary fees charged by 
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nationally rated firms engaged in providing such services, and (ii) office space and secretarial support for a 

period of twelve months to assist Mr. Roling in searching for and obtaining a new position. 

Potential Change in Control Payments 

As described above, our employment agreements with Messrs. Roling and Love provide for 

accelerated vesting of all options held by such executives upon a change in control.  The following table 

sets forth the change in control benefits that we would have been obligated to pay to our named executive 

officers assuming a change in control had occurred as of December 31, 2007: 

Name 

Value of Acceleration 

of Vesting of Equity 

Awards ($)(1) 

280G Tax 

Gross Up ($) 

   

Daniel Roling .............................................................................  -- 200,000 (2) 

Michael R Castleéééééééééééééééééé. $304,200 -- 

    

(1) Represents the value of accelerated ñin the moneyò stock options using the closing price of our common stock 

on December 31, 2007 of $5.56, as reported by NASDAQ. 

(2) Mr. Roling is entitled to receive up to $200,000 of additional cash compensation to reimburse him for any 

excise taxes payable by Mr. Roling on payments, distributions or benefits that are subject to excise taxes as 

provided under Section 4999 of the Internal Revenue Code. 

Director Compensation 

The general policy of the Board is that compensation for independent directors should be a mix of 

cash and equity-based compensation.  We do not pay management directors for Board service in addition 

to their regular employee compensation.  The Compensation Committee, which consists solely of 

independent directors, has the primary responsibility for reviewing and considering any revisions to 

director compensation.  The Board reviews the committeeôs recommendations and determines the amount 

of director compensation.  The committee can engage the services of outside advisers, experts, and others 

to assist the committee in determining director compensation.  During 2007, the committee did not use an 

outside adviser to aid in setting director compensation. 

Jon Nix resigned as an officer of the company in August 2006.  For services as our Chairman, a 

position he held until July 2007, Mr. Nix could earn a discretionary bonus as determined by the other 

non-management directors then serving on the Board.  No bonus for service as a director was awarded to 

Mr. Nix during 2007.  We also agreed to provide Mr. Nix with health insurance coverage while he served 

on the Board. 

The key elements of our independent director compensation program for 2007 were as follows: 

 annual Board Chairman cash retainer of $120,000 ; 

 annual director cash retainer of $50,000; 

 annual Audit Committee chairperson fee of $25,000; 

 annual Compensation and Nominating Committee chairperson fees of $10,000 each, which 

was changed during 2006 from $25,000 each in the prior year; and 

 stock option grant of 75,000 shares upon the directorôs first election or appointment to the 

Board. 
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The following table details the total compensation earned by the companyôs non-employee 

directors in 2007. 

Director Summary Compensation 

Name 

Fees Earned 

or Paid in 

Cash ($) 

Option 

Awards ($) Total ($) 
    

Scott Filstrup (1) .................  $   39,167 $           -- $  39,167 

Robert Heinlein ...................  75,000 52,235 127,235 

Gerald J. Malys ...................  60,000 45,101 105,101 

Kenneth Scott ......................  89,167 52,235 141,402 

Jon Nix (2) ..........................  -- -- -- 

   Total .................................  $ 263,334 $ 149,571 $412,905 

     

(1) Represents compensation for Board services rendered from January 1, 2007 

through July 23, 2007. 

(2) Mr. Nix is a former employee, and was not compensated for Board services 

rendered from January 1, 2007 through July 23, 2007. 

Directors receive cash fees in monthly installments with the exception of committee chairperson 

fees which are paid at the beginning of each annual term.  Annual retainers are prorated so that 

adjustments can be made during the year.  Unpaid portions of cash retainers are forfeited upon 

termination, retirement, disability, or death.  Our current practice is to grant each non-employee director a 

stock option to purchase 75,000 shares of common stock upon their initial election or appointment to the 

Board.  Directorsô options vest in equal annual installments over a four-year period from the date of grant.  

Vesting accelerates upon the directorôs death or disability or if the director is not nominated by the Board 

for re-election as a director.   In 2007, the term of the stock options for independent directors immediately 

following their end of service was extended from ninety days to eighteen months. 
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Based on a review of a survey report regarding director compensation for similarly sized 

companies in the energy and natural resources industries and our director compensation program, our 

Compensation Committee approved an increase in director compensation and modified the cash 

compensation for non-employee directors, effective immediately following the 2008 Annual Shareholder 

Meeting, as follows: 

Category 

 Annual 

Amount 

   

Director Fee .........................................................................   $50,000 

Chairman of the Board Fee..................................................   $70,000 

Committee Member Fees (not paid to Committee Chairman):   

   Audit Committee ..............................................................   $5,000 

   Compensation Committee ................................................   $5,000 

   Nominating and Governance Committee .........................   $5,000 

Committee Chairman Fees:   

   Audit Committee ..............................................................   $30,000 

   Compensation Committee ................................................   $10,000 

   Nominating and Governance Committee .........................   $10,000 

   

 

 Our Compensation Committee also approved additional equity compensation payable to each of 

our non-employee directors consisting of an option to purchase 10,000 shares of common stock and a 

restricted stock award of 5,000 shares of common stock. 

Equity Compensation Plan Information 

The following table sets forth certain information as of December 31, 2007 regarding equity 

compensation plans (including individual compensation arrangements) under which our equity securities 

are authorized for issuance: 

Plan Category  

Number of securities 

to be issued upon 

exercise of 

outstanding options, 

warrants and rights 

(a)  

Weighted-average 

exercise price of 

outstanding 

options, warrants 

and rights 

(b)  

Number of securities 

remaining available for 

future issuance under 

equity compensation plans 

(excluding securities 

reflected in column (a)) 

(c) 

Equity compensation plans 

approved by security holders (1) .....  

 

1,565,625  $6.22  1,737,625 

  Equity compensation plans not 

  approved by security holders ........  

 

--  --  -- 

      Total ..........................................   1,565,625  $6.22  1,737,625 

        

(1) Consists of shares underlying our Amended and Restated 2004 National Coal Corp. Option Plan, of which an 

aggregate of 4,450,000 shares have been reserved for issuance.  All outstanding awards under the 2004 option 

plan consist of stock options with the exception of one award of 200,000 shares of common stock. 
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AUDIT RELATED MATTERS  

Audit  Committee Report 

The Audit Committee of the Board of Directors, which consists of independent directors (as that 

term is defined in Rule 4200(a)(15) of the National Association of Securities Dealersô Marketplace 

Rules), has furnished the following report: 

The role of the Audit Committee is to oversee the Companyôs financial reporting processes on 

behalf of the Board of Directors.  Management of the Company has the primary responsibility for the 

Companyôs financial statements as well as the Companyôs financial reporting processes, principles and 

internal controls.  The independent auditors are responsible for performing an audit of the Companyôs 

financial statements and expressing an opinion as to the conformity of such financial statements with 

generally accepted accounting principles. 

In fulfilling its responsibilities with respect to the financial statements for fiscal year 2007, the 

Audit Committee: 

 Reviewed and discussed the audited financial statements for the year ended December 31, 

2007 with management and Ernst & Young, LLP (the ñAuditorsò), the Companyôs 

independent auditors; 

 Reviewed and discussed with the Auditors the matters required to be discussed by Statement 

on Auditing Standards No. 61 (Communication with Audit Committees); 

 Received written disclosures and the letter from the Auditors regarding its independence as 

required by Independence Standards Board Standard No. 1.  The Audit Committee discussed 

with the Auditors their independence; 

 Considered whether the Auditorsô provision of non-audit services is compatible with 

maintaining their independence; and 

 Discussed with management and the Auditors the adequacy of the Companyôs internal 

controls. 

Based on the reviews and discussions referred to above, the Audit Committee recommended to 

the Board of Directors, and the Board of Directors approved, that the audited financial statements be 

included in the Companyôs Annual Report on Form 10-K for the year ended December 31, 2007, for 

filing with the SEC. 

Audit Committee 

Robert Heinlein, Chairman 

Gerald Malys 

Kenneth Scott 
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Services Provided by the Independent Auditors 

Ernst & Young LLP has served as our independent registered public accounting firm since 

August 2006, and our Audit Committee plans to appoint Ernst & Young as the independent registered 

public accounting firm to audit National Coalôs financial statements for the fiscal year ending 

December 31, 2008.  We do not expect representatives of Ernst & Young LLP to be present at the Annual 

Meeting.  If they do attend, they will be available to respond to appropriate questions and will be given an 

opportunity to make a statement if they so desire. 

On August 25, 2006, Gordon, Hughes & Banks resigned as our independent registered public 

accounting firm.  The report of Gordon, Hughes, & Banks on our financial statements for the fiscal year 

ended December 31, 2005 did not contain an adverse opinion or disclaimer of opinion and was not 

modified as to uncertainty, audit scope, or accounting principles.  In connection with its audit for the 

fiscal year ended December 31, 2005, and the interim period from January 1, 2006 through August 24, 

2006, there were no disagreements with Gordon, Hughes & Banks on any matter of accounting principles 

or practices, financial statement disclosure, or auditing scope or procedure, which disagreements, if not 

resolved to the satisfaction of Gordon, Hughes, & Banks would have caused them to make reference 

thereto in their report on the financial statements for such year.  In addition, no reportable events, as 

defined in Item 304(a)(1)(v) of Regulation S-K, occurred during our fiscal year ended December 31, 

2005, and the subsequent interim period through August 24, 2006.  We requested that Gordon, Hughes, & 

Banks furnish us with a letter addressed to the Securities and Exchange Commission (ñSECò) stating 

whether or not it agreed with the above statements.  A copy of such letter, dated August 30, 2006, is filed 

as Exhibit 16.1 to our Current Report on Form 8-K filed with the SEC on August 31, 2006. 

On August 25, 2006, we engaged Ernst & Young LLP as our independent registered public 

accounting firm for the fiscal year ending December 31, 2006, and to perform procedures related to the 

financial statements included in our quarterly reports on Form 10-Q, beginning with, and including, the 

quarter ended September 30, 2006.  Our Audit Committee approved the engagement of Ernst & Young.  

We did not consult with Ernst & Young during our two most recent fiscal years or during any subsequent 

interim period prior to its appointment as auditor regarding either (i) the application of accounting 

principle to a specified transaction, either completed or proposed; or the type of audit opinion that might 

be rendered on our consolidated financial statements, and neither oral advice nor a written report was 

provided to us that Ernst & Young concluded was an important factor considered by us in reaching a 

decision as to the accounting, auditing or financial reporting issue; or (ii) any matter that was either the 

subject of disagreement (as defined in Item 304(a)(1)(iv) of Regulation S-K and the related instructions) 

or a reportable event (within the meaning of Item 304(a)(1)(v) of Regulation S-K). 

Audit Committee Pre-Approval Policies and Procedures 

All audit work for the fiscal years ended December 31, 2007 and 2006 was performed by the full 

time employees of Ernst & Young LLP.  Generally, the Audit Committee approves in advance audit and 

non-audit services to be provided by Ernst & Young LLP.  In other cases, in accordance with Rule 2-

01(c)(7) of Securities and Exchange Commission Regulation S-X, the Audit Committee has delegated 

pre-approval authority to the Chairman of the Audit Committee for matters which arise or otherwise 

require approval between regularly scheduled meetings of the Audit Committee, provided that the 

Chairman reports such approvals to the Audit Committee at the next regularly scheduled meeting of the 

Audit Committee.  No services were approved by the Audit Committee in accordance with Item 2-

01(c)(7)(i)(C) of Regulation S-X. 




