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CAUTIONARY NOTE REGARDING FORWARD LOOKING STATEMENTS

This report includes statements of our expectations intentions plans and beliefs that constitute forward

looking statements within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the

Securities Exchange Act of 1934 and are intended to come within the safe harbor protection provided by those

sections These statements which involve risks and uncertainties relate to analyses and other information that

are based on forecasts of future results and estimates of amounts not yet determinable and may also relate to our

future prospects developments and business strategies We have used the words anticipate believe could

estimate expect intend may plan predict project should and similar terms and phrases

including references to assumptions in this report to identify forward-looking statements These forward-looking

statements are made based on expectations and beliefs concerning future events affecting us and are subject to

uncertainties and factors relating to our operations and business environment all of which are difficult to predict

and many of which are beyond our control that could cause our actual results to differ materially from those

matters expressed in or implied by these forward-looking statements

The following factors are among those that may cause actual results to differ materially from our forward-

looking statements

our liquidity results of operations and financial condition

decline in coal prices

worldwide market demand for coal electricity and steel

utilities switching to alternative energy sources such as natural gas renewables and coal from basins

where we do not operate

our production capabilities and costs

availability of mining and processing equipment and parts

changes in environmental laws and regulations including those directly affecting our coal mining and

production and those affecting our customers coal usage including potential carbon or greenhouse

gas
related legislation

changes in safety and health laws and regulations and the ability to comply with such changes

competition in coal markets

regulatory and court decisions

our ability to obtain maintain or renew any necessary permits or rights and our ability to mine

properties due to defects in title on leasehold interests

global economic capital market or political conditions including prolonged economic recession in

the markets in which we operate

potential instability and volatility in worldwide financial markets

the outcome of pending or potential litigation or governmental investigations including with respect to

the Upper Big Branch explosion

our relationships with and other conditions affecting our customers including the inability to collect

payments from our customers if their creditworthiness declines

changes in and renewal or acquisition of new long term coal supply arrangements

reductions or increases in customer coal inventories and the timing of those changes

inherent risks of coal mining beyond our control

weather conditions or catastrophic weather-related damage



the geological characteristics of the Powder River Basin Central and Northern Appalachian coal

reserves

the inability of our third party coal suppliers to make timely deliveries and the refusal by our customers

to receive coal under agreed contract terms

disruptions in delivery or changes in pricing from third party vendors of goods and services that are

necessary for our operations such as diesel fuel steel products explosives and tires

inflationary pressures on supplies and labor

changes in 1postretirement benefit obligations pension obligations and federal and state black lung

obligations

increased costs and obligations potentially arising from the Patient Protection and Affordable Care Act

reclamation and mine closure obligations

our assumptions concerning economically recoverable coal reserve estimates

significant orrapid increases in commodity prices

railroad barge truck and other transportation availability performance and costs

disruption in coal supplies

availability of skilled employees and other employee workforce factors such as labor relations

our ability to negotiate new UMWA as defined below wage agreements on terms acceptable to us

increased unionization of our workforce in the future and any strikes by our workforce

future legislation and changes in regulations governmental policies ortaxes or changes in

interpretation thereof

our ability to integrate successfully operations that we have acquired or developed with our existing

operations as well as those operations that we may acquire ordevelop in the future or the risk that any

such integration could be more difficult time-consuming or costly than expected

our plans and objectives for future operations and expansion or consolidation

the consummation of financing transactions acquisitions or dispositions and the related effects on our

business

indemnification of certain obligations not being met

fair value of derivative instruments not accounted for as hedges that are being marked to market

our substantial indebtedness and potential future indebtedness

restrictive covenants in our secured credit facility and the indentures governing our outstanding debt

securities

certain terms of our outstanding debt securities including any conversions of our convertible senior

debt securities that may adversely impact our liquidity

our ability to obtain or renew surety bonds on acceptable terms or maintain self bonding status and

other factors including those discussed in Item 1A Risk Factors and in Item Managements

Discussion and Analysis of Financial Condition and Results of Operations of this Annual Report on

Form 10-K for the year ended December 31 2012

When considering these forward-looking statements you should keep in mind the cautionary statements in

this report and the documents incorporated by reference We do not undertake any responsibility to release

publicly any revisions to these forward-looking statements to take into account events or circumstances that

occur after the date of this report Additionally we do not undertake any responsibility to update you on the

occurrence of any unanticipated events which may cause actual results to differ from those expressed or implied

by the forward-looking statements contained in thisreport



PARTI

Item Business

Overview

We are one of Americas premier coal suppliers ranked third largest among publicly-traded U.S coal

producers as measured by 2012 consolidated revenues of $7.0 billion We are the nations leading supplier and

exporter of metallurgical coal for use in the steel-making process
and major supplier of thermal coal to electric

utilities and manufacturing industries across the country as well as growing exporter of thermal coal As of

December 31 2012 we operated 107 mines and 26 coal preparation plants in Northern and Central Appalachia

and the Powder River Basin with approximately 12400 employees

We have two reportable segments Eastern Coal OperationS and Western Coal Operations Eastern Coal

Operations consists of the mines in Northern and Central Appalachia our coal brokerage activities and our road

construction business Western Coal Operations consists of two Powder River Basin mines in Wyoming Our All

Other category includes an idledunderground mine in Illinois expenses
associated with certain closed mines

Dry Systems Technologies revenues and royalties from the sale of coalbed methane and natural
gas extraction

equipment sales and repair operations terminal services the leasing of mineral rights general corporate

overhead and corporate assets and liabilities

Steam coal which is primarily purchased by large utilities and industrial customers as fuel for electricity

generation accounted for approximately 81% of our 2012 coal sales volume Metallurgical coal which is used

pnmanly to make coke key component in the steel making process
accounted for approximately 19% of our

2012 coal sales volume Metallurgical coal generally sells at premium over steam coal because Of its higher

quality and its value in the steelmaking process as the raw material for coke We believe that the volume of the

coal we sell will grow when and if demand for power and steel increases

During 2012 we sold total of 108.8 million tons of steam and metallurgical coal and generated coal

revenues of $6.0 billion EBITDA from continuing operations was $1 billion and we incurred loss from

operations of $2.4 billion We define and reconcile EBITDA from continuing operations in Item 6-Selected

Financial Data Our coal sales during 2012 consisted of 108.8 million tons of coal of which 105.8 million was

produced and processed by us exclusive of coal purchased from third party brokerages We also purchased

3.0 million tons from third parties of which 1.0 million tons we fully processed at our processing plants prior to

resale 1.7 million tons we blended with our coal prior to resale and 0.3 million tons in raw product we shipped

direct to our customers without any further processing or blending on our behalf Approximately 42% of our total

revenues in 2012 was derived from sales made to customers outside the United States primarily in Canada

India the Netherlands South Korea and Turkey

As of December 31 2012 we owned or leased approximately billion tons of proven and probable coal

reserves of which approximately billion tons are classified as metallurgical coal reserves Of our total proven

and probable reserves approximately 78% are low sulfur reserves with approximately 63% having sulfur

content below 1% Approximately 69% of our total proven and probable reserves have high Btu content which

creates more energy per unit when burned compared to coals with lower Btu content We believe that our total

proven and probable reserves will support current production levels for more than 20 years

During the twelve months ended December 31 2012 we announced the planned idling of certain mining

operations and preparation plants inour eastern operations and other planned production curtailments as well as

an organizational streamlining The mines impacted are located in Virginia West Virginia Pennsylvania

Kentucky and Wyoming The combination of mine idlings production curtailments and mining out of certain

reserves will take place through early 2013 and is expected to reduce 2013 production and shipments by

approximately 17 million to 28 million tons compared to 2012 levels The majority of the reduction will come

from higher-cost thermal coal operations in the east and the Power River Basin These reductions will allow us to



focus on higher margin products We will continue to evaluate market conditions and will make further

adjustments if market conditions warrant Our reorganization efforts will serve to reduce overhead while

enhancing operational effectiveness as we align our structure to our smaller production footprint As part of our

reorganization we established an operational performance group to support the deployment of best practices

across the organization in areas such as operations improvement and preventive maintenance Satellite offices in

Richmond Virginia enver Colorado Latrobe Pennsylvania and Linthicum Heights Maryland have been

closed and overhead support functions are being consolidated from other locations as well We expect to achieve

overhead savings from the streamlining of field and corporate support functions which are expected to be

reflected in lower cost of coal sales and selling general and administrative expenses

During the twelve months ended December 31 2012 we tested certain of our long-lived assets and goodwill

for impairment We recorded charges for asset impairment of $1000.5 million and goodwill impairment of

$1713.5 million Additionally we recorded severance-related expenses of $33.9 million and $13.6 million for

professional fees Additionally we recorded other restructuring expenses of $20.9 million related to reserves for

advanced royalties and deposits which may not be recoverable and liabilities related to certain property leases

that were terminated See Note and Note to the Consolidated Financial Statemnts included elsewhere in this

Annual Report on Form 10-K related to asset impairment and restructuring expenses and goodwill impairment

respectively

History

Old Alpha as fined below was formed under the laws of the State of Delaware on November 29

2004 On February 2005 an initial public offering of Old Alpha common stock occurred and since then we

have grown substanti ally through senes of acquisitions The following are significant developments

During 2008

Our subsidiary Alpha Terminal Company LLC increased its equity ownership position in Dominion

Terminal Associates DTA from approximately 33% to approximately 41% effectively increasing

our coal export and terminal capacity at DTA from approximately 6.5 million tons to approximately

8.0 million tons annually DTA is 20 million-ton annual capacity coal export terminal located in

Newport News Virginia

Old Alpha sold its interest in Gallatin Materials LLC Galiatin start-up lime manufacturing

business in Verona Kentucky for cash in the amount of $45.0 million The proceeds were used in part

to repay the Gallatin loan facility outstanding with NedBank Limited in the amount of

$18.2 million Old Alpha recorded gain on the sale of $13.6 million in the third quarter of 2008

Old Alpha entered into definitive merger agreement pursuant tO which and subject to the terms and

conditions thereof Cliffs Natural Resources Inc formerly known as Cleveland Cliffs Inc Cliffs

would acquire all of Old Alphas outstanding shares On November 2008 Old Alpha commenced

litigation against Cliffs by filing an action in the Delaware Court of Chancery to obtain an order

requiring Cliffs to hold its scheduled shareholder meeting During the fourth quarter of 2008 Old

Alpha and Cliffs mutually terminated the merger agreement and settled the litigation The terms of the

settlement igreement included $70 million payment from Cliffs to Old Alpha which net of

transaction costs resulted in gain of $56 million

Old Alpha announced the permanent closure of the Whitetail Kittanning Mine an adjacent coal

preparation plant and other ancillary facilities Kingwood The mine stopped producing coal in early

January 2009 and we ceased equipment recovery operations by the end of April 2009 The decision

resulted from adverse geologic conditions and regulatory requirements that rendered the coal seam

unmineable at this location Old Alpha recorded charge of $30.2 million in the fourth quarter of 2008

which includes asset impairment charges of $21.2 million write offof advance mining royalties of

$3.8 million which will not be recoverable severance and other employee benefit costs of $3.6 million

and increased reclamation obligations of $1.9 million



On July31 2009 Alpha Natural Resources Inc OldAlpha and Foundation Coal Holdings Inc

Foundation merged the Foundation Merger with Foundation continuing as the surviving legal corporation

of the Foundation Merger which was renamed Alpha Natural Resources Inc Alpha For financial accounting

purposes the Foundation Merger was treated as reverse acquisition and Old Alpha was treated as the

accounting acquirer Accordingly Old Alphas financial statements became the financial statements of Alpha

and Alphas periodic filings subsequent to the Foundation Merger reflect Old Alphas histbrical financial

condition and results of operations shown for comparative purposes For the year
ended December 31 2009

Foundations financial results are included for the five month period following the Foundation Merger from

August 2009 through December 31 2009

In 2010 we entered into 50/50 joint venture with Rice Energy LP through which ve are developing

portion of our Marcellus Shale natural gas resource in southwestern Pennsylvania where we control nearly

20 000 acres of one of the Marcellus most productive regions

On June 2011 we completed our acquisition the Massey Acquisition of Massey Energy Company

Massey for approximately $6.7 billion of which approximately $1.0 billion was paid in cash and $5.7 billion

was paid in common stock and other equity Massey together with its affiliates was major U.S coal producer

with approximately 2.4 billion tons of proven and probable reserves operating mines and associated processing

and loading facilities in Central Appalachia Our consolidated results of operations for the twelve months ended

December 31 2011 include Massey results of operations for the penod June 2011 through December 31

2011 Our consolidated results of operations for the twelve months ended December 31 2010 do not include

amounts related to Masseys results of operations

Unless we have indicated otherwise or the context otherwise requires references in this report to Alpha

the Company we us and our or similar terms are to Alpha and its consolidated subsidiaries in reference

to dates subsequent to the Foundation Merger and to Old Alpha and its consolidated subsidiaries in reference to

dates pnor to the Foundation Merger

Competitive Strengths

We believe that the following competitive strengths enhance our prominent position in the United States

We are the third largest publicly traded coal producer in the United States based on 2012 consolidated

revenues and have significant coal reserves Based on 2012 consolidated revenues of $7.0 billion we are the

third largest publicly traded coal producer in the United States As of December 31 2012 we controlled

approximately 4.6 billion tons of proven and probable coal reserves

We have diverse portfolio of coal mining operations and reserves As of December 31 2012 we

operated total of 107 mines and had reserves in the three major U.S coal producing basins Northern and

Central Appalachia and the Powder River Basin Our reserves are located in Wyoming Pennsylvania West

Virginia Virginia Illinois and Kentucky We sell coal to domestic and foreign electric utilities steel producers

and industrial users We believe we are the only producer with significant operations and major reserve blocks in

both the Powder River Basin and Northern Appalachia We believe that this geographic diversity provides us

with significant competitive advantage allowing us to source coal from multiple regions to meet the needs of

our customers and reduce their transportation costs

We are recognized industry leader in safety and environmental performance Our focus on safety and

environmental performance results in lower likelihood of disruption of production at our mines which leads to

higher productivity and improved financial performance We have implemented our industry-leading safety

program Running Right an employee engagement safety-based management approach During 2012 we

experienced 20% improvement in our incident rate and 32% reduction in our serious and substantial Mine

Safety and Health Administration MSHA citations as compared to 2011 Construction of the Running Right

Leadership Academy will provide world-class training facility that will integrate our Running Right program

with other safety operations improvement and maintenance initiatives



Our ability to Mend coals from our operations allows us to increase our coal revenues and gross margins

while meeting our customer requirements The strategic locations of our minus and preparation plants provide

us the ability to blend coals from our operations and increase coal revenues and gross margins while meeting our

customer requirements

We have long-standing relationships with many of the largest coal-burning utilities in the United States

We supply coal to numerous power plants operated by diverse group of electricity generators across the

country We believe we have reputation for reliability and supenor customer service that has enabled us to

solidify long-term customer relationships

We are the largest producer of metallurgical coal in the United States and have broad base of

international customers We are the largest producer of metallurgical coal the United States and have the

ability to serve international customers We have the capacity to ship the range of 25 to 30 million tons

annually through our access to international shipping points on the east and gulf coasts of the United States

including our 41% ownership interest in DTA Our capacity and our international customer base are important to

our metallurgical coal franchise and will be important as we grow our thermal export franchise

Business Strategy

Our objective to increase shareholder value and focus on free cash flow generation by creating durable

sustainable steam coal portfolio support and augment our metallurgical coal franchise and address non strategic

operations Our key strategies to achieve this objective are described below

Maintaining our commitment to operational excellence We seek to maintain our operational excellence

with an emphasis on investing selectively in new equipment and advanced mining technologies We will

continue to focus on profitability and efficiency by leveraging our significant economies of scale large fleet of

mining equipment information technology systemsand coordinated purchasing and land management functions

In addition we continue to focus on productivity through our culture of workforce involiement by leveraging our

strong
base of experienced well-trained employees

Capitalizing on industry dynamics through balanced approach to selling our coaL Despite the volatility

in coal prices over the past several years we believe the long-term fundamentals of the U.S and seaborne coal

industries are favorable We plan to continue employing balanced approach to selling our coal including the

use of long-term sales commitments for portion of our future production while maintaining uncommitted

planned production capitalize on favorable future pricing environments For example as domestic demand for

thermal coal from the Central Appalachia basin is tempered by abnormally low natural gas prices and an

increasingly stringent regulatory environment we may shift our strategy as necessary to increase export thermal

sales to counter balance the tempered domestic demand

Selectively expanding our production and reserves Given our broad scope of operations and expertise in

mining in major coal-producing regions in the United States webelieve that we are Well-situated to capitalizon

the expected long-term growth in international coal consumption and the continued consumption of significant

volumes of coal in the U.S

Continuing to provide mix of coal types and qualities to satisfy our customers needs By having

operations and reserves in three major coal producing regions we are able to source and blend coal from multiple

mines to meet the needs of our domestic and international customers Our broad geographic scope mix of coal

qualities and access to export terminal capacity provide us with the opportunity to work with many leading

electricity generatOrs steel companies and other industrial customers across the country and much of the world

Continuing to focus on excellence in safety and environmental stewardship We intend to maintain our

recognized leadership in operating some of the safest mines in the United States and in achieving environmental

excellence Our ability to minimize workplace incidents and environmental violations improves our operating

efficiency which directly improves our cost structure and financial.performance



Coal Mining Techniques

We use five different mining techniques to extract coal from the ground longwall mining rooni-and-pillar

mining truck-and-shovel mining truck and front-end loader mining and highwall mining

Longwall Mining

We utilize Iongwall mining techniques at certain of our mines in the Northern Appalachia basin which is the

most productive underground mining method used in the United States rotating drum is trarnthed

mechanically across the face of cOal and hydraulic system supports the roof of the mine while the drum

advances through the coal Chain conveyors
then move the loosened coal to standard underground mine

conveyor system for delivery to the surface Continuous miners are used to develop access to long rectangular

blocks of coal which are then mined with longwall equipment allowing controlled subsidence behind the

advancing machinery Longwall mining is highly productive and most effective for large blocks of medium to

thick coal seams High capital costs associated with longwall mining demand large contiguous reserves

Ultimate seam recovery of in place reserves using longwall mining is much higher than the room and pillar

mining underground technique All of the raw coal mined at our longwall mines is washed in preparation plants

to remove rock and impurities

Room-and-Pillar Mining

Certain of our mines in the Central Appalachia basin utilize room and-pillar mining methods In this type of

mining main airways and transportation entries are developed and maintained while remote-controlled

continuous miners extract coal from so-called rooms by removing coal from the seam leaving pillars to support

the roof Shuttle cars continuous haulage or battery coal haulers are used to transport coal frOm the continuous

miner to the conveyor belt for transport to the surface This meth6d is niore flexible than longwall mining and

often used to mine smaller coal blocks or thin seams Ultimate seam recovery of in-place reserves is typically

less than that achieved with longwall mining All of this production is also washed in preparation plants before it

becomes saleable clean coal

Truck-and-Shovel Mining and Truck and Front-End LoaderMining

We utilize truck/shovel and truck/front-end loader mining methods at our surface mines throughout our

Eastern and Western operations These methods are similar and involve using large electric or hydraulic-

powered shovels or diesel-powered front-end loaders to remove earth and rock overburden covering coal

seam which is later used to refill the excavated coal pits after the coal is removed The loading equipment places

the coal into haul trucks for transportation to preparation plant or lOadout area Ultimate seam recovery of in-

place reserves on average exceeds 90% This surface-mined coal typically does not need to becleaned in

preparation plant before sale Productivity depends on overburden and coal thickness strip ratio equipment

utilized and geologic factors

Highwall Mining

We utilize highwall mining methods at the surface mines in our Eastern Operations highwall mining

system consists of remotely controlled continuous miner which extracts coal and conveys it via
augers or belt

conveyors to the portal The cut is typically rectangular horizontal opening in the highwall the unexcavated

face of exposed Overburden and coal in surface mine 11-feet wide and reaching depths of up io 1000 feet

Multiple parallel openings are driven into the highwall separated by narrow pillars that extend the full depth of

the hole

Coal Characteristics

In general coal of all geological compositions is characterizedby end use as either steam coal or

metallurgical coal Heat value sulfur and ash content and in the case of metallurgical coal volatility are the



most important variables in the profitable marketing and transportation of coal These characturistics determine

the best end use of particular type of coal We mine process market and
transport

sub-bituminous and

bituminous coal characteristics of which are described below

Heat Value The heat value of coal is commonly measured in British thermal units or Btus Btu is the

amount of heat needed to raise the temperature of one pound of water by one degree Fahrenheit Alpha mines

both sub-bituminous and bituminous coal Bituminous coal is located primarily in Appalachia Arizona the

Midwest Colorado Wyoming and Utah and is the type most commonly used for electric power generation in the

United States Sub bituminous coal is used for industnal steam purposes while bituminous coal depending on its

quality can be used for both metallurgical and industrial steam purposes Of our estimated 4.6 billion tons of

proven and probable reserves approximately 69% have heat value above 12500 Btus per pound which is

considered high btu coal

Sulfur Content Sulfur content can vary from seam to seam and sometimes within each seam When coal is

burned it produces sulfur dioxide the amount of which varies depending on the chemical composition and the

concentration of sull ur in the coal Low sulfur coals have sulfur content of 5% or less Approximately 78% of

our proven and probable reserves are low sulfur coal

High sulfur coal can be burned in plants equipped with sulfur-reduction technology such as scrubbers

which can reduce sulfur dioxide emissions by 50% to 90% Plants without scrubbers can burn high sulfur coal by

blending it with lower sulfur coal or by purchasing emission allowances on the open market allowing the user to

emit predetermined amount of sulfur dioxide Some older coal-fired plants have been retrofitted with scrubbers

although most have shifted to lower sulfur coals as their principal strategy for complying with Phase II of the

Clean Air Acts Acid Rain regulations We expect that any new coal-fired generation plants built in the United

States will use clean coal-burning technology and will include scrubbers

Ash Moistun Content Ash is the
inorganic

residue remaining after the combustion of coal As with sulfur

content ash content varies from seam to seam Ash content is an important characteristic of coal because electric

generating plants must handle and dispose of ash following combustion The absence of ash is also important to

the process by which metallurgical coal is transformed into coke for use in steel production Moisture content of

coal varies by the type of coal the region where it is mined and the location of coal within seam In general

high moisture content decreases the heat value and increases the weight of the coal thereby reducing its value

and making it more expensive to transport Moisture content in coal as sold can range from approximately 5%

to 30% of the coals weight

Coking Characteristics The coking characteristics of metallurgical coal are typically measured by the coals

fluidity ARNU and volatility Fluidity and ARNU tests measure the expansion and contraction of coal when it is

heated under laboratory conditions to determine the strength of the coke that could be produced from given coal

Typically higher numbers on these tests indicate higher coke strength Volatility refers to the loss in mass less

moisture when coal is heated in the absence of air The volatility of metallurgical coal determines the percentage of

feed coal that actually becomes coke known as coke yield all other metallurgical characteristics being equal Coal

with lower volatility produces higher coke yield and is more highly valued than coal with higher volatility

Business Envii onment

Coal is an abundant efficient and affordable natural resource used primarily to provide fuel for the

generation of electric power According to the U.S Department of Energys Energy Information Administration

EIA 2011 International Energy Outlook world-wide economically recoverable coal reserves using todays

technology are estimated to be approximately 948 billion tons Also according to the 2011 EIA International

Energy Outlook the United States is one of the worlds largest producers of coal and has approximately 27% of

global coal reserves representing about 222 years of supply based on current usage rates According to the U.S

Department of Energy the energy content of the United States demonstrated recoverable coal reserves exceeds

the worlds proven oil reserves



Coal Markets Coal is primarily consumed by utilities to .generateelectricity It is also used by steel

companies to make steel products and by variety of industrial users to heat and power foundries cement plants

paper mills chemical plants and other manufacturing and processing facilities In general coal is characterized

by end use as either steam coal or metallurgical coal Steam coal is used by electricity generators and by

industrial facilities to produce steam electricity or both Metallurgical coal is refined into coke which is used in

the production ofsteel Over the past forty years total annual coal consumption in the United States excluding

exports has more than doubled and remains close to one billion tons in 2012

Actual Preliminary 12 Projected Annual Growth

Consumption by Sector 2009 2010 2011 2012 2017 2032 2012-2017 2017-2032

Tons in millions

Electric Generation 934 975 962 908 843 983 -1.5% 0.1%

Industrial 45 52 50 48 50 53 07% 01%

Steel Production 15 21 24 25 19 17 8% 3%

Coal-to-Liquids Processes 10 27 4.8%

Residential/Commercial -0.2% -0.1%

Export 59 82 106 97 103 119 1.3% 2.2%

Total 1056 1133 1145 1081 L028 1202

Data sourced from the Department of Energys ETA 2012 Annual Energy Outlook

Preliminary data subject to change and finalization

Much of the nations power generation infrastructure is coal-fired As result coal has mªiniained an

annual 37% to 51% market share during the past 10 years according to the U.S Department of Energy ETAs

Short Term Energy Outlook principally because of its relatively low cost reliability and domestic abundance

Coal is low cost fossil fuel used for base load electric power generation typically being considerably less

expensive than oil and generally competitive with natural gas Coal fired generation is also competitive with

nuclear power generation especially on total cost per megawatt hour basis The production of electncity from

existing hydroelectnc facilities is inexpensive but its application is limited both by geography and susceptibility

to seasonal and climatic conditions Through 2012 non hydropower renewable power generation accounted for

4% of all the electricity generated in the United States and wind and solar power represented 59 of United

States power generation according to the Department of Energy ETA Short Term Energy Outlook

Coal consumption patterns are also influenced by the demand for electricity governmental regulation

impacting power generation technological developments transportation costs and the location availability and

cost of other fuels such as natural gas nuclear and hydroelectric power

COal primary advantages are its relatively low cost and availability compared to other fuels used to

generate electricity According to the ETA the estimated levehzed cost of generation for various power

generation technologies entering service in 2017 are as follows

Range of Total System Levelized Costs

2010 $/megawatthour for Plants Entering

Service in 2017

Plant Type Mimmum Average Maximum

Conventional Coal 90 50 97 70 $114 30

AdvancedCoal $10250 $11090 $12400

Conventional Natural Gas Combined Cycle 59.50 66.10 81.00

Conventional Natural Gas Combustion Turbine 91.90 $127.90 $152.40

Advanced Nuclear $107.20 $111.40 $118.70

Geothermal 84.00 98.20 $112.00

Biomass 9780 $115.40 $136.70

Data sourced from the U.S Department of Energys EtA 2012 Annual Energy Outlook



Coal Production United States coal production was approximately billion tons in 2012 The following

table derived from data prepared by the EIA sets forth production statistics inof the major coal producing

regions for the periods indicated

Actual Prelinunary i2 Projected Annual Growth

Production by Region 2009 2010 2011 2012 2017 2032 2012 2017 2017 2032

Tons in millions

PowderRiverBasin 411 428 429 419 401 498 -0.8% 1.5%

Central Appalachia 197 186 186 178 104 85 -10.1% -1.2%

Northern Appalachia 127 130 135 125 152 178 4.0% 1.1%

Illinois Basin 106 110 118 110 118 134 1.6% 1.0%

Other 227 230 225 216 229 277 1.2% 1.3%

Total 1074 1084 1093 1048 1004 1172

Data sourced from the U.S Department of Energys EIAs 2012 Annual Energy Outlook and Short-Term

Energy Outlook

Preliminary data subject to change and fmalization

Coal Regions Coal is mined from coal fields throughout the United States with the major production

centers located in the Western United States Northern and Central Appalachia and the Illinois Basin The quality

of coal varies by region Physical and chemical characteristics of coal are very important in measuring quality

and determining the best end use of particular coal types

Competition The coal industry is intensely competitive With respect to our customers we compete

with numerous coal producers in the Appalachian region and Illinois basin and with large number of western

coal producers Competition from coal with lower production costs shipped east from western coal mines has

resulted in increased ompetition for coal sales in the Appalachian region In 2012 imports accounted for

relatively small percentage of total coal consumption Approximately 11% of total coal consumption in

2012 was imported Excess industry capacity also tends to result in reduced prices for our coal The most

important factors on which we compete are delivered coal price coal quality and charactenstics transportation

costs from the mine to the customer and the reliability of supply
Demand for coal and the prices that we will be

able to obtain for our coal are clOsely linked to coal bonsumptioti patterns of the domestic electric generation

industry which accounted for greater than 93% of 2012 domestic coal consumption These coal consumption

patterns are influenced by factors beyond our control including the demand for electricity which is significantly

dependent upon summer and winter temperatures and commercial and industrial outputs in the United States

environmental and other government regulations technological developments and the locatin availability

quality and price of competing fuels for power most notably natural gas but also including nuclear fuel oil and

alternative energy sources such as hydroelectric power Denand for our low sulfur coal and the prices that we

will be able to obtain for it will also be affected by the price and availability of high sulfur coal which can be

marketed in tandem with emissions allowances in order to meet Clean Air Act requirements

Demand for our metallurgical coal and the prices that we will be able to obtain for metallurgical coal will

depend to large extent on the demand forU.S and international steel which is influenced by factors beyond

our control includln8 overall economic activity and the availability and relative cost of substitute materials In

the export metallurgu al market we largely compete with producers from Australia Canada and other

international producers of metallurgical coal

Mining Operations

Our active operations are located in Central and Northern Appalachia and the Powder River Basin which

include the states of Kentucky Pennsylvania Virginia West Virginia and Wyoming As of December 31 2012

our operations include 26 preparation plantseach of which receive blend process and ship coal that is produced
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from one or more of our 107 active mines some of which are operated by third parties under contracts with us

using five mining methods longwall mining room-and-pillar mining truck-and-shovel mining truck and front-

end loader mining and highwall mining Our underground mines generally consist of one or more single or dual

continuous miner sections which are made up of the continuous miner shuttle cars or continuous haulage roof

bolters and various ancillary equipment We have twO large underground mines that employ longwall mining

system Our Eastern surface mines are combination of contour highwall miner auger operations using truck

loader excavator equipment fleets along with large production tractors and small percentage using mountain

top removal Our Western surface mines are large open-pit operations that use the truck and shovel mining

method Most of our preparation plants are modem heavy media plants that generally have both coarse and fine

coal cleaning circuits We employ preventive maintenance and rebuildprograms to ensure that our equipment is

modem and well maintained During 2012 most of our preparation plants also processed coal that we purchased

from third party producers before reselling it to our customers Mines have been developed in close proximity to

our preparation plants and rail shipping facilities Coal is transported to customers by means of railroads trucks

barge lines and ocean-going vessels from terminal facilities

The following table provides location and summary information regarding our coal operations and

preparation plants as of December 31 2012

16 Barge Truck

CSX NS

Coal Operations

2012

PIantShipping
Number and Type of Mines

Reportable
Points as of Tons

Segment Coal Basin Locition December 312012 Underground Surface Total Transportation in thousands

East Central Appalachia Kentucky Cave Branch 67 22 89 Barge CSX 46 130

Virginia and Delbarton Elk Run NS RJCC
West ErbacOn Goals Truck

Virginia Green Valley Homer

III Kepler Liberty

Litwar Mammoth

Marförk McCluru

Omar Pax Pigeon

Creek Power

Mountain

ROckspriiigRoxana

Sidney Toms Creek

Zigmon

Northern Appalachia Pennsylvania Clymer 13163

Cumberland

Emerald and Portage

West Powder River Basin Wyoming Belle Ayr and Eagle BNSF UP 46695

Butte Truck

Total from active operations 74 33 107 105988

Includes coal purchased from third party producers that was processed at our preparation plants in 2012

BNSF BNSF Railway

CSX CSX Transportation

RJCC R.J Corman Railroad Company

NS Norfolk Southern Railway Company

UP Union Pacific Railroad Company

The coal production and processingcapacity of our mines and processing plants is influenced by number

of factors including reserve availability labor availability environmental permit timing and preparation plant

capacity
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Eastern Coal Operations

Our operations in Northern Appalachia NAPP consist of our Cumberland and Emerald mining

complexes as well as underground mines and surface mines and additional prepaation plants We control

approximately 940.4 million tons ofreserves through our operatins in NAPP Approximately 180.9 million tons

are assigned to active mines and 759.5 million tons are unassigned During 2012 approximately 15% of the

shipments were marketed as high volatility metallurgical coal to export customers There are approximately

2000 salaried and hourly employees at our operations In NAPP as of December 31 2012 The hourly work force

at certain mines is represented by the United Mine Workers of America UMWA
At our Cumberland and Emerald mining complexes coal is mined primarily by using longwall mining

systems supported by continuous miners Both mines operate in the Pittsburgh No Seam the dominant coal-

producing seam in the region which is six to eight feet thick in the mines The mines sell high Btu high sulfur

steam coal primarily to eastern utilities Cumberland shipped 6.4 million tons of coal in 2012 All of the coal at

Cumberland is processed through preparation plant before being loaded onto Cumberland owned and

operated railroad for transportation to the Monongahela River dock site At the dock site coal is then loaded into

barges for transportation to river-served utilities or to Other docks for subsequent rail shipment to non-river-

served utilities The mine can also ship portion of its production by truck Emerald shipped 4.2 million tons of

coal in 2012 Emerald has the ability to store clean coal and blend variable sulfur products to meet customer

requirements All of Emeralds coal is processed through preparation plant before being loaded into unit trains

operated by the Norf 1k Southern Railway or CSX Transportation The mine also has the option to ship portion

of its coal by truck

At our underground mines and surface mines in NAPP coal is mined primarily using continuous miners

employing the room-and-pillar mining method at the underground mines and the truck and front-end loader

method at our surface mines The mines sell high Btu low medium and high sulfur coal to eastern utilities and

steel companies The underground coal is delivered directly by truck to the customer or transported to the

Clymer or Portage coal preparation plants or raw coal loading docks where it is cleaned blended and loaded onto

rail belt or truck for shipment to customers The surface mined coal is delivered directly by truck to the customer

or transported to the Clymer or Portage coal preparation plants or raw coal loading docks where it is blended and

loaded onto rail belt or truck for shipment to customers During 2012 these operations shipped 2.6 million tons

Our operations in Central Appalachia CAPP consist of 67 underground mines 22 surface mines and

22 preparation plants portion of which are operated by independent contractors Our operations in CAPP

collectively shipped 469 million tons in 2012 We control approximately 2830.7 million tons of coal reserves

through our operations in CAPP Approximately 1392.5 million tons are assigned to active mines and

approximately 438.2 million tons are unassigned There are approximately 9200 salaried and hourly employees

at our operations in CAPP as of December 31 2012 In addition at certain mines portion of our hourly

workforce is represented by the UMWA

Our coal in CAPP is mined using several different mining methods including continuous miners employing

the room-and-pillar method at our underground mines and the truck and front-end loader and highwall mining

methods at our surface mines We have mines that sell high Btu low medium and high sulfur steam coal

primarily to eastern utilities and metallurgical coal to steel companies

We transport coal produced at certain of our mines by truck and belt to the following preparation plants

Delbarton Elk Run Goals Mammoth Marfork Rockspring Sidney and Zigmon In addition we transport coal

by truck and belt to our Pax loadout

We transport coal produced at certain of our mines by truck to the following preparation plants Cave

Branch Erbacon Green Valley Liberty McClure Pigeon Creek Power Mountain Roxanna and Toms Creek

In addition we transport coal by truck to our Omar and Homer III loadouts
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We transport coal mined at certain of our mines by truck or rail to our Litwar preparation plant Kepler

preparation plant or our Bens Creek loadout

The coal produced by certain of the surface mines is transported to the Roxanna preparation plant

At our preparation plants the coal is cleaned blended and loaded onto rail or truck for shipment to

customers Thecoal produced by certain of our surface mines is transported to raw coal loading docks where it is

blended and loaded onto rail for shipment to customers

Western Coal Operations

Our Western Coal Operations in the Powder River Basin consist of our Belle Ayr and Eagle Butte

operations which collectively shipped 46 rmllion tons in 2012 Coal is mined pnmanly using the truck and

shovel mining method We cOntrol approximately 771.5 million tons of coal reserves in the Powder River Basin

and all of the coal reserves are assigned to active mines There are approximately 600 salaried and hourly

employees in our Powder River Basin operations

Belle Ayr consists of one mine that produces sub-bituminous low sulfur steam coal for sale primarily to

utility companies Belle Ayr extracts coal from coal seam that is 75 feet thick The mine sells 100% raw coal

mined and no washing is necessary Belle Ayr shipped 24.3 million tons of coal in 2012Belle Ayr has the

advantage of shipping its coal on both of the major western railroads the BNSF Railway and the Union Pacific

Railroad to power plants located throughout the West Midwest and the South

Eagle Butte consists of one mine that produces sub-bituminous low sulfur steam coal for sale primarily to

utility companies Eagle Butte extracts coal from coal seams that total 100 feet thick The mine sells 100% raw

coal mined and no washing is necessary Eagle Butte shipped 22.4 million tons of coal in 2012 Coal from Eagle

Butte is shipped on the BNSF Railway to power plants located throughout the West Midwest and the South The

mine also ships small portion by truck

Other Operations

We have other operations and activities in addition to our coal production processing and sales business

including

Road Construction Business NCI operates road construction business under contract with the State of

West Virginia Department of Transportation Pursuant to the contract NCF completed multi-year project during

2012 approximately 11 miles of rough grade road in West Virginia and in exchange NCI was compensated by

West Virginia based on the number of cubic yards of material excavated and/or filled to create road bed as

well as for certain other cost components As the road was constructed any coal recovered was sold by NCI as

part of its coal operations We also have other minor road construction projects in conjunction with other surface

mining operations

Maxxim Rebuild and Dry Systems Technologies Our subsidiary Maxxim Rebuild Co LLC is mining

equipment company with facilities in Kentucky and Virginia This business largely consists of repairing and

reselling equipmentand parts
used in surface mining and in supporting preparation plant operations Our

subsidiary Dry Systems Technologies manufactures patented particulate
scrubbers and filters for underground

diesel engine applications and rebuilds underground mining equipment for external customers and our

subsidiaries

Coalbed Methane and Natural Gas Extraction Our subsidiary Coal Gas Recovery LLC engages in

degassing services in advance of mining in Pennsylvania Coal bed methane is directed through pipelines and

sold to third parties We also control approximately 20000 acres of Marcellus Shale natural gas holdings in

southwest Pennsylvania in one of the Marcellus most productive regions During 2010 we entered into 50/50

joint venture with Rice Energy LP to develop portion of these holdings
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Dominion Terrinal Associates Through our subsidiary Alpha Terminal Company LLC we hold 41%

interest in DTA 20 million-ton annual capacity coal export tenninal located in Newport News Virginia The

terminal constructed in 1984 provides the advantages of unloading/transloading equipment with ground storage

capability providing producers with the ability to custom blend export products without disrupting mining

operations During 2012 we shipped total of 3.7 million tons of coal to our customers through the tenninal We
make periodic cash payments in respect of the terminal for operating expenses which are offset by payments we
receive for transporiation incentive payments and for renting our unused storage space

in the terminal to third

parties In 2012 we received cash payments related to the terminal of $16.9 million partially offset by payments

we made for expenses of $7.9 million The terminal is held in partnership with subsidiaries of two other

companies Arch Coal Inc and Peabody Energy Corp

Coal Handling Joint Venture In the Massey Acquisition we acquired 50% interest in joint venture that

owns and operates third-party end user coal handling facilities Certain of our subsidiaries currently operate the

coal handling facilities of the joint venture

Coal Brokerage Our coal brokerage group purchases and sells third party coal and serves as an agent of our

coal subsidiaries

Miscellaneous We engage in the sale of certain non strategic assets such as timber gas and oil rights as

well as the leasing and sale ofnon-strategic surface properties and resçrves We also provide coal and

environmental analysis services

Marketmg Sales and Customer Contracts

Our marketing and sales force which is principally based in Bristol Virginia included 40 employees as of

December 31 2012 and consists of sales managers distribution/traffic managers contract administrators and

administrative personnel In addition to marketing coal produced at our operations we also purchase and resell

coal mined by others the majority of which we blend with coal produced from our mines We have coal supply

commitments with wide
range of electric utilities steel manufacturers industrial customers and energy traders

and brokers Our marketing efforts are centered on customer needs and requirements By offering coal of both

steam and metallurgical grades to provide speºific qualities of heat content sulfur and ash and other

characteristics relevant to our customers we are able to serve diverse customer base This diversity allows us to

adjust to changing market conditions and supports higher sales volumes and sales prices for our coal Many of

our larger customers are well-established public utilities and steel manufacturers who have been stable long-term

customers of ours and our acquired companies

We sold total of 108.8 million tons of coal in 2012 consisting of 105.8 million tons of coal produced and

processed by us and 3.0 million tons of purchased coal portion of purchased coal was blended prior to resale

meaning the coal was mixed with coal produced from our mines prior to resale which generally allows us to

realize higher overall margin for the blended product than we would be able to achieve selling these coals

separately portion of purchased coal was processed by us meaning that we washed crushed or blended the

coal at one of our preparation plants or loading facilities prior to resale portion of purchased coal was sold

direct to customers meaning we did not wash crush or blend the coal prior to resale We sold total of

106.3 million tons of coal in 2011 consisting of 100.3 million tons of coal produced and processed by us and

6.0 million tons of purchased coal We sold total of 84.8 million tons of coal in 2010 consisting of 81.8 million

tons of coal produced and processed by us and 3.0 million tons of purchased coal
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The breakdown of tons sold for 2012 2011 and 2010 is set forth in the table below

Steam Coal Sales Metallurgical Coal Sales

of Total of Total

Year Tons Sales Volume Tons Sales Volume

In millions except percentages

2012 885 81% 203 19%

2011 87.1 82% 19.2 18%

2010 73.0 86% 11.8 14%

Sales of steam coal during 2012 2011 and 2010 were made primarily to large utilities and industrial

customers throughout the United States and sales of metallurgical coal during those years were made

primarily to steel companies in the Northeastern and Midwestern regions
of the United States and in

countries in Europe Asia South America and Africa

The amounts for 2011 include the results of operations
for Massey for the period from June 2011 through

December 31 2011 The amounts for 2010 do not include the results of operations for Massey

We sold coal to approximately 200 different customers in 2012 Our top ten customers in 2012 accounted

for approximately 42% of 2012 total revenues and our largest customer during 2012 accounted for approximately

9% of 2012 total revenues The following table provides information regarding exports in 2012 2011 and 2010

by revenues and tons sold

Export Tons Export Sales

Soldasa Revenueasa

Percentage Percentage

Export Tons of Total Coal Export Sales of Total

Year Sold Sales Volume Revenues Revenues

2012 213 20% $29306 42%

2011 16.3 15% $3096.0 44%

2010 9.6 11% $1351.0 34%

The amounts for 2011 include the results of operations for Massey for the period from June 2011 through

December 31 2011 The amounts for 2010 do not include the results of theoperations for Massey

Export shipments during each of 2012 2011 and 2010 serviced customers in 27 countries across North

America Europe South America Asia and Africa India was the largest export market in 2012 with sales to

India accounting for approximately 13% of total export revenues and 6% of total revenues India was the largest

export market in 2011 with sales to India accounting for approximately 15% of total export revenues and 7% of

total revenues Brazil was the largest export market in 2010 with sales to Brazil accounting for approximately

11% of total export revenues and 4% of total revenues All of our sales are made in U.S dollars

As is customary in the coal industry when market conditions are appropriate and particularly in the steam

coal market we enter into long-term contracts exceeding one year in duration with many of our customers

These arrangements allow customers to secure supply for their future needs and may provide us with greater

predictability of sales volume and sales prices majority of our steam coal sales are shipped under long-term

contracts The terms of our contracts result from bidding and negotiations with customers Consequently the

terms of these contracts typically vary significantly in many respects inclding price adjustment and price

reopener features provisions permitting renegotiation or modification of coal sale prices coal quality

requirements quantity parameters flexibility and adjustment mechanisms permitted sources of supply treatment

of environmental constraints options to extend andlorce majeure suspension termination and assignment

provisions and provisions regarding the allocation between the parties ofthe cost of complying with future

governmental regulations

During 2012 approximately 52% and 77% of our steam and metallurgical coal sales volume respectively

was delivered pursuant to long-term contracts During 2011 approximately 50% and 81% of our steam and
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metallurgical coal sales volume respectively was delivered pursuant to long-term contracts During 2010

approximately 87% and 78% of our steam and metallurgical coal sales volume respectively was delivered

pursuant to long-term contracts

Our sales backlog including backlog subject to pnce reopener and/or extension provisions was

approximately 162.7 million t6ns as of January 25 2013 and approximately 234.9 million tons for the

comparable period in 2012 Of these tons approximately 49% and 48% respectively were expected to be filled

within one year

Distribution

We employ transportation specialists who negotiate freight and terminal agreements with various providers

including railroads trucks barge lines and terminal facilities Transportation specialists also coordinate with

customers mining facilities and transportation providers to establish shipping schedules that meet the customer

needs Our produced and processed coal is loaded from our 26 preparation plants loadout facilities and in

certain cases directly from our mines The coal we purchase is loaded in some cases directly from mines and

preparation plants operated by third parties or from an export terminal Virtually all of our coal is transported

from the mine to our preparation plants by truck or rail and then from the preparation plant to the customer by

means of railroads trucks barge lines lake-going and ocean-going vessels from terminal facilities Rail

shipments constituted approximately 70% of total shipments of coal volume produced and processed from our

mines to the preparation plant to the customer in 2012 The balance was shipped from our preparation plants

loadout facilities or mines via truck In 201 approximately 9% of our coal sales volume was delivered to our

customers through transport on the Great Lakes and domestic rivers approximately 4% was moved through the

Norfolk Southern export facility at Norfolk Virginia approximately 7% was moved through the coal export

terminal at Newport News Virginia operated by DTA and approximately 6% was moved through the export

terminals at Baltimore Maryland and New Orleans Louisiana We own 41% interest in the coal export

terminal at Newport News Virginia operated by DTA See Other Operations

Transportation

Coal consumed domestically is usually sold at the mine and transportation costs are normally borne by the

purchaser Export coal is usually sold at the loading port with purchasers responsible for further transportation

Producers usually pay shipping costs from the mine to the port

We depend upon rail barge trucking and other systems to deliver coal to markets In 2012 our produced

coal was transported from the mines and to the ctstomer primarily by rail with the main rail carriers being CSX

Transportation Norfolk Southern Railway Company BNSF Railway and Union Pacific Railroad Company The

majority of our sales volume is shipped by rail but portion of our production is shipped by barge and truck

We have positive relationships with rail carriers and barge companies due in part to our modern coal-

loading facilities and the experience of our transportation and logistics employees

Suppliers

We incur substantial expenses per year to procure goods and services in support of our business activities in

addition to capital expenditures Principal goods and services include maintenance and repair parts and services

electricity fuel roof control and support items fuel explosives tires conveyance structure ventilation supplies

and lubricants We use suppliers for significant portion of our equipment rebuilds and repairs both on- and off

site as well as construction and reclamation activities and to support computer systems

We have centralized sourcing group which sets sourcing policy and strategy focusing primarily on major

supplier contract negotiation and administration including but not limited to the purchase of major capital goods

in support of the mining operations The supplier base has been relatively stable for many years but there has
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been some consolidation We are not dependent on any one supplier We promote competition between suppliers

and seek to develop relationships with suppliers that focus on lowering our costs while improving quality and

service We seek suppliers who identify and concentrate on implementing continuous improvement opportunities

within their area of expertise

Employees

As of December 31 2012 we had approximately 12400 employees As of December 31 2012 the UMWA

represented approximately 11% of our total employees Our UMWA-represented employees are located in

Kentucky Virginia West Virginia and Pennsylvania and produced approximately 10% of our coal sales volume

during the fiscal year ended December 31 2012 Relations with organized labor are important to our success and

we believe our relations with our employees are very good

17



ENVIRONMENTAL AND OTHER REGULATORY MATTERS

Federal state and local authorities regulate the United States coal mining and oil and gas industries with

respect to matters such as employee health and safety permitting and licensing requirements emissions to air

and discharges to water plant and wildlife protection the reclamation and restoration of properties after mining

or other activity has been completed the storage treatment and disposal of wastes remediation of contaminated

soil protection of surface and groundwater surface subsidence from underground mining the effects on surface

and groundwater quality and availability noise dust and competing uses of adjacent overlying or underlying

lands such as for oil and gas activity pipelines roads and public facilities Ordinances regulations and

legislation and judicial or agency interpretations thereof with respect to these matters have had and will

continue to have significant effect on our production costs and our competitive position New laws and

regulations as well as future interpretations or different enforcement ofexisting laws and regulations may
require substantial increases in equipment and operating costs and may cause delays interruptions or

termination of operati.ons the extent of which we cannot predict We intend to respond to these regulatory

requirements and interpretations thereof at the appropriate time by implementing necessary modifications to

facilities or operating procedures or plans When appropriate we may also challenge actions in regulatory or

court proceedings Future legislation regulations interpretations or enforcement may also cause coal to become

less attractive fuel source for our customers due to factors such as investments in pollution control equipment

necessary to meet new and more stringent air water or solid waste requirements Similarly coal may become

less attractive fuel source for our customers if federal state or local emissions rates or caps on greenhouse gases

are enacted or tax on carbon is imposed such as those that may result from climate change legislation or

regulations As result future legislation regulations interpretations or enforcement may adversely affect our

mining or other operations or our cost structure or may adversely impact the ability or economic desire of our

customers to use coal

We endeavor to conduct our mining and other operations in compliance with all applicable federal state

and local laws and regulations However due in part to the extensive and comprehensive regulatory

requirements violaticins occur from time to time It is possible that future liability under or compliance with

environmental and safety requirements could have material effect on our operations or competitive position

Under some circumstances substantial fines and penalties including revocation or suspension of mining or other

permits or plans may be imposed under the laws described below Monetary sanctions and in severe

circumstances criminal sanctions may be imposed for failure to comply with these laws

Mine Safety and Health

The Coal Mine Health and Safety Act of 1969 and the Federal Mine Safety and Health Act of 1977 impose

stringent safety and health standards on all aspects of mining operations Also the states in which we operate

have state programs mine safety and health regulation and enforcement Collectively federal and state safety

and health regulation in the coal mining industry is perhaps one of the most comprehensive and pervasive

systems for protection of employee health and safety affecting any segment of U.S industry Regulation has

significant effect on our operating costs

In recent years legislative and regulatory bodies at the state and federal levels including MSHA have

promulgated or proposed various statutes regulations and policies relating to mine safety and mine emergency

issues The MINER Act passed in 2006 mandated mine rescue regulations new and improved technologies and

safety practices in the area of tracking and communication and emergency response plans and equipment

Although some new laws regulations and policies are in place these legislative and regulatory efforts are still

ongoing

In April 2012 MSHA published final rule to revise the requirements for pre-shift supplemental on-shift

and weekly examinations of underground coal mines The final rule adds requirement that operators identify

violations of mandatory health or safety standards and also requires the mine operator to record and correct these
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violations note the actions taken to correct the conditions and review with mine examiners e.g the mine

foreman assistant mine foreman or other certified persons on quarterly basis all citations and orders issued in

areas where pre shift supplemental on shift and weekly examinations are required

In January 2013 MSHA published final rule that implements changes to its Pattern of Violations POV

program Under the final changes MSHA may issue POV notice without first issuing potential POV notice

and will consider all significant and substantial citations and orders issued including non final citations and

orders when determining POV status The final rule restates the statutory requirement that for mines in POV

status each significant and substantial violatton will result in withdrawal order until complete inspection

finds no such violations

In October 2010 MSHA published proposed rule to reduce the permissible concentration of respirable

dust in underground coal mines from the current standard of milligrams per cubic meter of air to one milligram

per cubic meter mandate the use of continuous personal dust monitors address extended work shifts redefine

normal production shifts require additional medical surveillance examinations for miners provide for the use of

single full-shift sample to determine compliance and make various other changes to the existing respirable

dust standard

In August 2011 MSHA published proposed rule to require certain underground mimng equipment to be

equipped with proximity detection systems that will shut the equipment down if person is too close to the

equipment to avoid injunes
where individuals are caught between equipment and blocks of unmrned coal

At this time it is not possible to predict the full effect that new or more stringent safety and health

requirements will have on our operating costs but they will increase our costs and those of others in the industry

Some but not all of these additional costs may be passed on to customers

Black Lung

Under the Black Lung Benefits Revenue Act of 1977 and the Black Lung Benefits Reform Act of 1977 as

amended in 1981 each coal mine operator must secure payment of federal black lung benefits to claimants who

are current and former employees to trust fund for the payment of benefits and medical.expenses to eligible

claimants The trust fund is funded by an excise tax on production of up to $1 .10 per ton for deep-mined coal and

up to $0.55 per ton for surface-mined coal neither amount to exceed 4.4% of the gross sales price

In December 2000 the Department of Labor amended regulations implementing the federal black lung laws

to among other things establish presumption in favor of claimants treating physician and limit coal

operators ability to introduce medical evidence regarding the claimants medical condition Due to these

changes the number of claimants who are awarded benefits has since increased and will continue to increase as

will the amounts of those awards The Patient Protection and Affordable Care Act PPACA which was

implemented in 2010 made two changes to the Federal Black Lung Benefits Act First it provided changes to the

legal criteria used to assess and award claims by creating legal presumption that miners are entitled to benefits

if they have worked at least 15 years
in coal mines and suffer from totally disabling lung disease coal

company would have to prove that miner did not have black lung or that the disease .was not caused by the

miners work Second it changed the law so black lung benefits being received by miners.automatically go to

their dependent survivors regardless of the cause of the miners death

As of December 31 2012 all of our payment obligations for federal black lung henefits to claimants

entitled to such benefits are either fully secured by insurance coverage or paid from tax exempt trust established

for that purpose Based on actuarial reports and required funding levels from time to time we may have to

supplement the trust to cover the anticipated liabilities going forward
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Coal Industry Retiree Health Benefit Act of 1992

The Coal Industry Retiree Health Benefit Act of 1992 the Coal Act provides for the funding of health

benefits for certain UMWA retirees and their spouses or dependents The Coal Act established the Combined

Benefit Fund into whLch employers who are signatory operators are obligated to pay annual premiums for

beneficiaries The Combined Benefit Fund covers fixed group of individuals who retired before July 1976

and the
average age

of the retirees in this fund is over 80 years of age Premiums paid in 2012 and 2011 for our

obligations to the Combined Benefit Fund were approximately $0 million and $0 million respectively The

Coal Act also created second benefit fund the 1992 UMWA Benefit Plan the 1992 Plan for miners who

retired between July 1976 and September 30 1994 and whose former employers are no longer in business to

provide them retiree medical benefits Companies with 1992 Plan liabilities also pay premiums into this plan

Premiums paid in 2012 and 2011 for our obligation to the 1992 Plan were $1.5 million and $1.0 million

respectively These beneficiary premiums for both the Combined Benefit Fund and the 1992 Plan are

adjusted annually based on various criteria such as the number of beneficiaries and the anticipated health benefit

costs

On December 20 2006 the Tax Relief and Health Care Act of 2006 TRHC became law The TRHC
seeks to reduce or eliminate the premium obligation of companies due to expanded transfers from the Abandoned

Mine Land Fund AML To the extent these transfers are adequate they have incrementally eliminated the

unassigned beneficiary premium under the Combined Benefit Fund effective October 2007 The additional

transfers will also reduce incrementally the pre-funding and assigned beneficiary premium to cover the cost of

beneficiaries for which no individual company is responsible orphans under the 1992 Plan beginning

January 2008 For first time the 1993 Benefit Plan the 1993 Plan all of the beneficiaries of which are

orphans will begin receiving subsidy from new federal transfer that will ultimately cover the entire cost of

the eligible population as of December 31 2006 Under the Combined Benefit Fund the 1992 Plan and the 1993

Plan if the federal transfers are inadequate to cover the cost of the orphan component the current or former

signatories of the UMWA wage agreement will remain liable for any shortfall

Environmental Laws

We and our customers are subject to various federal state and local environmental laws relating to the

extraction processing and Use of coal oil and natural gas Some of the mOre material of these laws and issues

discussed below place stringent requirements on Our coal mining and other operations others apply to the ability

of our customers to use coal Federal state and local regulations also require regular monitoring of our mines and

other facilities to ensure compliance with these many laws and regulations

Mimng Permits and Necessary Approvals

Numerous governmental permits licenses or approvals are required for mining oil and gas operations and

related operations When we apply for these permits and approvals we may be required to present data to federal

state or local authorities pertaining to the effect or impact our operations may have upon the environment The

requirements imposed by any of these authorities may be costly and time consuming and may delay

commencement or continuation of mining or other operations These requirements may also be supplemented

modified or re-interpreted from time to time Regulations also provide that mining permit or modification can

be delayed refused or revoked if an officer director or stockholder with 10% or greater interest in the entity

is affiliated with or is in position to control another entity that has outstanding mining permit violations Thus

past or ongoing violations of federal and state mining laws could provide basis to revoke existing permits and

to deny the issuance cf additional permits

In order to obtain mining permits and approvals from state regulatory authorities we must submit

reclamation plan for restoring upon the completion of mining operations the mined property to its prior or better

condition productive use or other permitted condition Typically we submit our necessary permit applications

several months or even years before we plan to begin mining new area or extend an existing area In the past
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we have generally obtained our mining permits in time so as to be able to run our operations as planned

However we may experiencedifficulty or delays in Obtaining mining permits or other necessary approvals in the

future or even face denials of permits altogether In particular issuance of Army Corps of Engineers the

COEpermits in Central Appalachia allowing placement ofmateriahn valleys have been slowed in recent

years due to ongoing disputes over the requirements for obtaining such permits These delays could spread to

other geographic regions

Mountaintop removal mining is legal but controversial method of surface mining Certain anti-mining

special public relations assauli upon this mining method and are encouraging the

introduction of legislation at the state and federal level to restrict or ban it and to preclude purchasing coal mined

by this method Should changes in laws regulations or availability of permits severely restrict or ban this mining

method in the future our production and associated profltability could be adversely impacted

Surface Mining Control and Reclamation Act

The Surface Mining Control and Reclamation Act of 1977 SMCRA which is administered by the Office

of Surface Mining Reclamation and Enforcement within the Department of the Interior the OSM establishes

mining environmental protection and reclamationstandards for all aspects of surface mining as well as many

aspects of deep mining that impact the surface Where state regulatory agencies have adopted federal mining

programs under SMCRA the state becomes the regulatory authority with primacy and issues the permits but the

OSM maintains oversight SMCRA stipulates compliance with many other major environmental statutes

including the federal Clean Air Act Clean Water Act Resource Conservation and Recovery Act RCRA and

Comprehensive Environmental Response Compensation and Liability Act Superfund.SMCRA permit

provisions Include requirements for amg other actions coal prospecting mine plan development topsoil

remOval storage and replacement selective handling of overburden materials mine pit backfilling and grading

protection of the hydrologic balance mitigation plans subsidence contrOl for underground mines surface

drainage control mine drainage and mine discharge control and treatment and re-vegetation The permit

application process is initiated by collecting baseline data to characterize adequately the pre-mine environmental

condition of the permit area This work includes surveys of cultural and historical resources soils vegetation

wildlife assessment of surface and ground water hydrology chmatology and wetlands In conducting this work

we collect geologic data to define and model the soil and rock structures and coal that we will rmne We develop

mining and reclamation plans by utilizing this geologIc data and incorporating elements of the environmental

data The mining and reclamation plan incorporates the provisions
of SMCRA the state programs and the

complementary environmental programs that affect coal mining Also included in the permit application is

information regarding ownership and agreements pertaining to coal minerals oil and
gas water nghts nghts of

way and surface land

Some SMCRA mine permits take over year to prepare depending on the size and complexity of the mine

Once permit application is prepared and submitted to the ieguiatory agency it goes through completeness

review and technical review Proposed pe its alsOundergO public notice and comment period Some SMCRA

mine permits may take several
years or even longer to be issued Regulatory authorities have considerable

discretion in the timing of the permit issuance and the public and other agencies have rights to comment on and

otherwise engage in the permitting process including through intervention in the courts

Before SMCRA permit is issued mine operator must submit bond or otherwise secure the performance

of reclamation obligations The AML which is part of SMCRA requires fee on all cal produced The

proceeds are used to reclaim mine lands closed prior to 1977 wheh SMCRA came into effect The current fee is

$0.3 15 per ton on surface-mined coal and $0 135 ondeep-mined coal from2008 to 2012 with reductions to

$0.28 per tOn On surface-mined coal and $0.12 per ton on deep-mined coal from 2013 to 2021

In December 2008 the OSM issued revisionsto itsStream Buffer Zone Rule under SMCRA The revisions

allow disposal of excess spoil within 100 feet of streams if the OSMmakes findings of impact minimization that

overlap findings required by the COE in administration of the Clean Water Act Section 404 permit program In
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settlement agredment with environmental groups that filed legal challenges seeking to invalidate the 2008 rule

the OSM agreed to issue new proposed rule in 2011 and final rule in 2012 In April 2010 as initial steps

toward issuing new Stream Protection Rule underSMGRA the OSM commenced pre-rulemaking

information gathering process and solicited public comment on notice of intent to conduct an environmental

impact study The OSM reports that the options under consideration for the new rule include requiring more

extensive baseline data on hydrology geology and aquatic biology in permit applications specifically defining

the material damage that would be prohibited outside permitted areas requiring additional monitoring during

mining and reclamation establishing corrective action thresholds and limiting variances and exceptions to the

approximate original contoUr requirement for reclamation The OSM has fiot yet issued the proposed nile In

addition legislation has been introduced in Congress in the past and may be introduced in the future in an

attempt to preclude placing any fill material in streams Implementation of new requirements or enactment of

such legislation would negatively impact OUr future ability to conduct certain types of mining activities

Surety Bonds

Federal and state laws require us to obtain surety bonds to secure paymeUt of certain long-term obligations

including mine closure or reclamation costs watertreatment federal and state workers oornpensatiori costs

obligatiOns under federal coal leases andother miscellaneous obligations Many of these bonds are renewable on

yearly basis We cannot predict our ability to obtain or the cost of bonds in the future

Greenhouse Gas Emissions Impact Imtiatives

One major by-product of burning coal and all other fossil fuels is the telease of carbon dioxide C02
which is considered by the U.S Environmental Protection Agency the EPA as greenhouse gas GHG.
C02 is perceived by some as major source of concern with respect to global warming Methane which must be

expelled from our underground coal mines for mining safety reasons also is classified as GHG Although our

gas operations capture some of the coalbed methane in several of our operations most is vented into the

atmosphere when the coal is mined

Considerable and
increasing government attention in the United States and other countries is being paid to

reducing GHG emiss ions includmg C02 emissions from coal-fired power plants and methane emissions from

mining operations Although the United States has not ratified the Kyoto Protocol to the 1992 United Nations

Framework Convention on Climate Change UNFCCC which became effective for many countries in 2005

and establishes binding set of emission targets for GHGs the United States is actively participating in various

international initiatives within and outside of the UNFCCC process to negotiate developed and developing nation

commitments for GIIG emission reductions and related financing In particular the Durban Platform for

Enhanced Action as agreed to by the United States and 193 other countries in December 2011 at the 17th

UNFCCC calls for sec9nd phase of the Kyoto Protpcol GHG emissions restrictions to be effective through

2020 and for new international treaty to corie into effect and.beiniplemented from 2020 In December 2012

the 18th UNFCCC inDohamade further progress toward new treaty Any international GHGagreernent in

which the United States participates if at all could adversely affect the price and demand for coal in the

United States

In addition to possible future U.S treaty obligations regulation of GHGs in the United States could occur

pursuant to new or amended federal or state legislation including but not limited to regulatory changes under the

Clean Air Act stateinitiatives or otherwise At the federallevel Congress actively considered in the past and

may consider in the future legislation that would establish nationwide GHG emissions cap-and-trade or other

market-based program to reduce greenhouse gas
emissions There are other types of legislative proposals that

would promote clean
energy

that Congress has also consi4ered in the past and is currently considering Many of

these proposals would tend to favor fuels that have lower carbon content than coal but such proposals also

incent the constructicU and development of carbon capture and sequestration plants as well as other advanced

coal technologies We cannot predict the financial impact of future GHG or clean energy legislation on our

operations or our customers at.this time
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The EPA also is implementing plans to regulate GHG emissions The EPAs Mandatory Greenhouse Gas

Reporting Rule required power plants and other large sources of GHGs to file annual reports disclosing GHG

emissions beginning in 2011 In July 2010 the EPA issued amendments that required underground coal mines

and certain other source categories to file their first annual reports disclosing GHG emissions in 2012 covering

calendar year
2011 Our facilities subject to the rule have begun reporting the required GHG data

More generally in December 2009 the EPA issued Final Endangerment and Cause or Contribute Findings

for Greenhouse Gases under Section 202a of the Clean Air Act wherein the EPA concluded that GHGs

endanger the public health and welfare In April 2010 the EPA issued along with the Department of

Transportation rule to regulate GHG emissions from new cars and trucks This rule took effect in January

2011 and according to the EPA established GHG emissions as regulated pollutants under the Clean Air Act

As consequence and in conjunction with an EPA Final Prevention of Sigmficant Deterioration and Title

Greenhouse Gas Tailoring Rule certain new and modified emission sources must meet Best Available Control

Technology for GHG emissions The EPA has announced plans to begin issuing GHG performance standards for

new and existing power plants and some other source categones In particular in March 2012 the EPA issued

proposed regulations to establish GHG new iource performance standards for new fossil-fuel firedelectric utility

generating units and final rule is anticipated in 2013 Federal legislation that would variously suspend or

eliminate the EPAs regulatory authority over GHGs has been introduced in both the House and Senate

In addition to federal GHG regulations several state and regional climate change initiatives are taking effect

before federal action The Regional Greenhouse Gas Initiative RGGI regional GHG cap and trade program

calling for ten percent reduction of emissions by 2018 has nine participating states in the Northeast

Connecticut Delaware Maine Maryland Massachusetts New Hampshire New York Rhode Island and

Vermont The RGGI program has had numerous emission allowances auctions and entered its second three year

control period in 2012

On December 17 2010 the California Air Resources Board CARB issued final rule approving state

wide GHG cap-and-trade program pursuant to the California Global Warming Solutions Act of 2006 that would

reduce Californias GHG emissions to 1990 levels in yearly increments by 2020 In January 2013 CARB cap-

and-trade program became effective for the electricity sector and certain other facility categori Other GHG

initiatives including the Western Climate Initiative and the Midwestern Greenhouse Gas Reduction Accord are

in various stages of development Also numerous state public service commissiOns have revised or are revising

air quality programs so as to limit GHG emissions such as those of Kansas Colorado and Texas

Considerable uncertainty is associated with these GHG emissions initiatives The content of new treaties or

legislation is not yet determined and many of the new regulatory initiatives remain subject to review by the

agencies or the courts In addition to the timing for implementing any new legislation open issues include

matters such as the applicable baseline of GHG emissions to be permitted imtial allocations of any emission

allowances required emissions reductions availability of offsets to emissions such as planting trees or capturing

methane emitted during mining the extent to which additional states will adopt the programs and whether they

will be linked with programs in other states or countries

Predicting the economic effects of more stringent GHG emissions limitations is difficult given the various

alternatives proposed and the complexities of the interactions between economic and environmental issues Coal

fired generators could switch to other fuels that generate less of these emissions possibly reducing the

construction of coal-fired power plants or causing some users of our coal to switch to lower C02 generating

fuel or more generally reducing the demand for coal-fired electricity generation This could result in an

indeterminate decrease in demand for coal nationally and various mechanisms proposed to limit greenhouse gas

emissions could impact the price of coal and the cost of coal-fired generation The majority of our coal supply

agreements contain provisions that allow purchaser to terminate its contract if legislation is passed that either

restricts the use or type of coal permissible at the purchasers plant or results in specified increases in the cost of

coal orits use to comply with applicable ambient air quality standards In addition if regulation of GHG
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emissions does not exempt the release of coalbed methane we may have to curtail coal production pay higher

taxes or incur costs to purchase credits that perniit us to continue operations as they now exist at our

underground coal mines

Other Clean Air Act Regulations

The federal Clean Air Act and corresponding state laws that regulate t1e emissions of materials into the air

affect coal mining operations both directly and indirectly Direct impacts on coal mining and
processing

operations anse prim trily from permitting requirements and/or emission control requirements relatmg to

particulate matter su as fugitive dust including regulation of fine particulate matter measuring

2.5 micrometers in diameter or smaller Howeyer new regulations on GHO emissions could also impact permit

requirements Our cu tomers also are subject to extensive air emissions requirements including those applicable

to the air emissions sulfur dioxide nitrogen oxides particulates mercury and other compounds from coal

fueled electricity gem rating plants and industrial facilities that burn coal These requirements are complex

lengthy and becoming increasingly stringent as new regulations or amendments to existing regulations are

adopted In addition legal challenges to regulations may impact their content and the timing of their

implementation

More stringent air emissions regulations in future
years may increase the cost of producing and consuming

coal and impact the demand for coal Initially we believe that such regulations will result in an upward pressure

on the price of lower sulfur eastern coals and more demand for western coals as coal fired power plants

continue to comply with the more stringent restrictions initially focused on sulfur dioxide emissions As utilities

continue to invest the capital to add scrubbers and other devices to address emissions of nitrogen oxides mercury

and other hazardous air pollutants demand for lower sulfur coals may drop However we cannot predict these

impacts with certainty Some of the more material Clean Air Act requirements that may directly or indirectly

affect our operations Lnclude the following

Sulfur Dioxide and Nitrogen Dioxide The Clean Air Act requires the EPA to set standards referred to

as National Ambient Air Quality Standards NAAQS for certain pollutants Areas that are not in

compliance referred to as non-attainment areas with these standards must take steps to reduce

emissions levels In 2010 EPA established new 1-hour NAAQS for sulfur dioxide SO2 and new

1-hour NAAQS for nitrogen dioxide NO2 Under the Clean Air Act the new NAAQS generally

must be attained no later than five years
after the EPA designates an area as non-attainment

Fine Particulate Matter TheEPAlias established NAAQS for both particulate matter with an

aerodynamic diameter less than or equal to 10 microns PM1O and fine particulate matter with an

aerodynamic diameter less than or equal to 2.5 microns PM2.5 or fine particulate matter Over

the past decade the EPA has taken several steps to lower the NAAQS for particulate matter which is

currently being implemented in number of designated non-attainment areas Most recently in

December 2012 the EPA issued final rule toreduce the annual PM2.5 standard retaining the existing

24-hour PM2.5 standard and the existing PM1O standards The final rule will trigger new round of

non-attainment designations and ultimately regulation Meeting the new PM2.5 standard also may

require reductions of nitrogen oxide and SO2 emissions

Acid Rain Title IV of the Clean Air Act required two-phase reduction of SO2 emissions by electric

utilities Phase II became effective in 2000 and applies to all coal-fired power plants generating greater

than 25 megawatts The affected electricity generators have sought to meet these requirements mainly

by among other compliance methods switching to lower sulfur fuels installing pollution control

devices reducing electricity generating levels or purchasing SO2 emission allowances

Ozone The 1997 NAAQS for ozone as amended in 2008 is being implemented in number of

designated non-attainment areas In addition the EPA proposed more stringent ozone NAAQS in

January 2010 with the EPAs review of the updated science regarding ozone currently scheduled for

completion in 2013 Accordingly emissions control requirements for new and expanded coal-fired

power planls and industrial boilers may continue to become more demanding in the years ahead
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Clean Air Interstate Rule/cross-State Air Pollution Rule In 2005 the EPA issued its final Clean Air

Interstate Rule CAIR for further reducing emissions of SO2 and nitrogen oxides NOx to deal with the

interstate transport component of nonattainment with NAAQS CAR calls for Texas and 27 states bordering

or east of the Mississippi River and the District of Columbia to cap their emission levels of SO2 and NOx

through an allowance trading program or other system At full implementation the EPA projected that

CAIR would cut regional SO2 emissions by more than 70% from the 2003 levels and cut NOx emissions by

more than 60% from 2003 levels In July 201 lin response to the court order on CAR the EPA issued

new rule to replace CAR called the Cross-State Air Pollution RuleCASPR CASPR would require

additional reductions of power plant emissions in 27 eastern statesby 73% for SO2 and 54% for NOx

compared to 2005 levels according to the EPA As well CASPR would severely limit interstate emissions

trading as compliance option In December 2011 federal appellate court issued stay of CASPR pending

judicial review During the stay CAIR remained in effect In August 2012 the U.S. Court of Appeals for the

District of Columbia struck down CASPR.fmding that it required certain upwind states to reduce their

emissions below their.respective conthbutions to nonattainment and that it uswpedstates roles in

implementing emission reduction strategies Although the EPA may appeal the matter to the United States

Supreme Court it is anticipated that the EPA will implement CAIR which remains in effect except in

Minnesota where stay applies and.will initiate new rulemaking to establish more stringent standards

CAR or more stringent standards may ultimately require many coal-fired sources to install additional

pollution control equipment for NOx and SO2

Mercuiy and Air Toxics Standards In December 2011 the EPA issued the Mercury and Air Toxics

Standards MATS which sets technology based emission limitation standards for mercury and other

toxic air pollutants for coal and oil fired electric generatmg units with capacity of 25 megawatts MW
or more Existing urnts generally have up to four years to comply The MATS is subject to pending court

challenge in the Court of Appeals for the District of Columbia Circuit and the EPA has announced that

it expects to act on petitions for reconsideration of certain aspects of the MATS during 2013 The MATS

may ultimately require many coal-fired sources to install additional pollution control equipment or to close

Regional Haze Under the regional haze rule designed to protect and to improve visibility at and

around national parks national wilderness areas and international parks state implementation plans

must either require designated facilities to install Best Available Retrofit Technology BART to

reduce emissions that contribute to visibility problems or adopt an emissions trading program or other

alternative program that provides greater reasonable progress towards improving visibility The

regional haze program which the EPA first established in 1999 primarily affects the construction of

new coal-fired power plants whose operation may impair visibility at and around federally protected

areas In May 2012 the EPA issued final rule that would authorize use of the CASPR trading

programs in place of source-specific BART for SO2 and/or NOx emissions from power plants enabling

states to avoid further action under their regional haze implementation plans.until 2018 Although the

status of the final rule is in doubt following the court decision overturning the CASPR we expect that

emission reductions required under other rules will address many but perhaps not all of the emission

reduction requirements of the regional haze rule

Clean Water Act

The Clean Water Act of 1972 CWA and corresponding state laws affect coal mining operations by

imposing restrictions on the discharge of certain pollutants into water and on dredging and filling wetlands and

streams The CWA establishes in-stream water quality standards and treatment.standards for wastewater

discharge through the National Pollutant Discharge Elimination System NPDES Regular monitoring as well

as compliance with reporting requirements and performance standards are preconditions for the issuance and

renewal of NPDES permits that govern the discharge of pollutants into water These requirements are complex

lengthy and becoming increasingly stringent as new regulations or amendments to existing regulations are

adopted and the interpretation of longstanding regulations is changed In addition legal challenges to regulations

may impact their content and the timing of their implementation
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Some of the more material CWA issues that may directly or indirectly affect our operations are discussed

below

Section 404 Permitting

Permits under Section 404 of CWA 404 permits are required to conduct dredging or filling activities in

jurisdictional waters Coal companies must secure 404 permits for the purpose of creating water impoundments

refuse disposal enhancements refuse slurry impoundments valley fills orfor conducting certain other mining

activities Jurisdictional waters typically include ephemeral intermittent and perennial streams The United

States Supreme Court ruled in Rapanos United States in 2006 that certain waters with tenuous connections to

navigable waters might not be jurisdictional waters requiring 404 permits The case did not involve disposal of

mining overburden or coal processing refuse but has implications for the mining industry Subsequently in

December 2008 the COE and the EPA issued joint memorandum to provide guidance to the COE regions and

COE districts implementing the jurisdictional standards imposed by the Supreme Court The guidance requires

case-by-case analysis of whether the area to be filled has sufficient nexus to downstream navigable waters so as

to require 404 permits In April 2011 the COE and the EPA released draft nonbinding guidance for public

comment and announced their intent to subsequently issue proposed rule Reyiew and implementation of this

guidance by the COE field offices remains inconsistent the extent to which decisions made pursuant to this

guidance will be challenged remains an open question

The COEs issuance of 404 permits is subject to the National Environmental Policy Act NEPA NEPA

requires that federal agency must take hard look at any activity that may significantly affect the quality of

the human environment NEPA allows an initial Environmental Assessment EA to be completed to

determine if projec will have significant impact on the environment If the EA reveals significant impact

then the agency must prepare an Environmental Impact Statement EIS very lengthy data collection and

review process

To date the COE has typically used the less detailed EA process to determine the impacts from

impoundments fills and other activities associated with coal mining however in some cases the full EIS process

is being required for mining projects In general the preliminary findings show that these types of mining related

activities will not have significant effect on the environment and as such full ETS is not required Should

full EIS be required for every permit significant permitting delays could affect mining costs or cause operations

not to be opened in the first instance or to be idled or closed

Issues concerning 404 permitting for fills have included the adequacy of the pre-mining assessments of

areas to be impacted required by the COE and conducted by the permit applicants and the necessity at steep

sloped areas of Central Appalachia to impound streams below their valley fills for the purpose of constructing

sediment ponds which both the COB and the EPA have considered to be treatment systems excluded from the

definition of waters of the United States to which the CWA applies In August 2012 following challenge to

these practices the United States District Court for the Southern District of West Virginia upheld the COEs

issuance of 404 permit to the Companys Highland Mining subsidiary Although it has prevailed in court the

COE is continuing to assess its protocol for evaluating the pre-mining stream conditions as well as procedures

used in the measurement of the success of mitigation Legislation also may be introduced at the state or federal

level in order to override this decision by the Court of Appeals An outcome that prevents the placement of

mining spoil or refuse into valleys could have material adverse impact on our ability to maintain current

operations and to permit new operations

In February 2012 the COE published final notice reissuing Nationwide Permit 21 NWP 21 which had

previously been used to authorize valley fills in connection with mining operations Availability of the NWP 21

as reissued is limited to discharges with impacts not greater than half-acre of waters including no more than

300 linear feet of streambed The district engineer may waive the 300-linear-foot limit by making written

determination that the discharge will result in minimal individual and cumulative adverse effects The NWP21
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also is not available for discharges associated with construction of valley fills which are broadly defined as

fillstructure that is typically constructed within valleys associated with steep mountainous terrain associated

with surface coal mining activities The NWP21 as reissued is of limited value to our operations Accordingly

most of our 404 permits must be obtained on an individual site-specific basis which increases the time and cost

Of the overall permitting process Further surface coal mine permitting has been impeded by the Enhanced

Surface Coal Mining Pending Permit Coordination Procedures issued by the EPA and the COE on June 11 2009

ECP and guidance contained in July 2011 Memorandum entitled Improving EPA Review of Appalachian

Surface Coal Mining Operations Under the Clean Water Act National Environmental Policy Act and the

Environmental Justice Executive Order Detailed Guidance replacing interim guidance that was issued in

April 2010 However in two decisions in October 2011 and July 2012 in response to court challenge by the

National Mining Association and by several states the U.S District Court for the Ditrict ofColumbia heldthat

the EPA acted outside the
scope

of its authority under the CWA when it instituted the ECP and issuedthe

Detailed Guidance without undergoing the notice and comment rulemaking process Although the ECP and

Detailed Guidance are no longer in effect any future application of procedures similar to ECP such as may be

enacted following notice and comment rulemaking would have the potential to delay the issuance of permits for

our coal mines or to change the conditions or restrictions imposed in those permits

In January 2011 the EPA vetoed federal CWA permit held by another coal mining company for surface

mine in Appalachia In explaining its position the EPA cited significant and irreversible damage to wildlife and

fishery resources and severe degradation of water quality caused by mining pollution In March 2012 the United

States District Court for the District of Columbia found that the EPA post-issuance veto of 404 permit

exceeded the EPA authority under the Clean Water Act The EPA has appealed this decision to the United

States Court of Appeals If the District Courts decision is ultimately overturned this could be further

indication that other surface mining water permits could be subject to more substantial review in the future

National Pollutant Discharge Elimination System Permits

The CWA requires that all of our operations obtain NPDES permits for discharges of water from all of our

mining operations All NPDES permits require regular monitoring and reporting of one or more parameters on all

discharges from permitted outfalls Additional parameters including selenium aluminum total dissolved solids

and conductivity potentially could create requirements for treatment systems and higher costs ocomply with

permit conditions In particular the EPA despite having its Detailed Guidance on conductivity invalidated by

federal court continues to seek to require states to impose conductivity or total dissolved solids TDS limits

Conductivity is measure that reflects levels of various salts present in water Although states have not yet begun

applying conductivity or TDS limits routinely if the EPA is successful in requiring such limits in order to obtain

new NPDES permits and renewals for coal mining in Appalachia applicants will be required to perform an

evaluation to determine if reasonable potential exists that the proposed mining would cause violation of water

quality standards including narrative standards The former EPA Administrator stated that these water quality

standards may be difficult for most mining operations to meet Additionally the now overturned Detailed

Guidance contained requirements for avoidance and minimization of environmental impacts mitigation of

mining impacts consideration of the full range of potential impacts on the environment human health and

communities including low income or minority populations and provision of meaningful opportunities for

public participation in the permit process We have begun to address these issues in some of our current

permitting actions but there can be no guarantee that we will be able to meet any new standards with respect to

our future permit applications or renewals

When water discharge occurs and one or more parameters are outside the approved limits permitted in an

NPDES permit these exceedances of permit limits are self-reported to the pertinent agency The agency may

impose penalties for each such release in excess of permitted amounts If factors such as heavy rains or geologic

conditions cause persistent releases in excess of amounts allowed under NPDES permits costs of compliance can

be material fines may be imposed or operations may have to be idled until remedial actions are possible

Additionafly the CWAhas citizen suit provisions which allow individuals or organized groups to file suit against
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permit holders or the EPA or state agencies for failure to enforce all aspects of the CWA As discussed in

Note 21 Legal ProceedingsMine Water Discharge Suits to the Companys Consolidated Financial Statements

certain of the Companys subsidiaries have been and are subject to such proceedings

There also have been renewed efforts by the federal and state agencies to examine the coal industrys record

of compliance with NPDES permit limits This enhanced scrutiny resulted in an agreement by Massey to pay

$20 million penalty in 2008 for over 4000 alleged NPDES permit violations Subsequently number of our

operating subsidiaries have been subject to enforcement actions and in some cases have entered into settlements

See Note 21 to the Companys Consolidated Financial Statements

The CWA has specialized sections that address NPDES permit conditions for discharges to waters in which

state-issued water quality standards are violated and where the quality exceeds the levels established by those

standards For those waters where conditions violate state water quality standards states or the EPA are required

to prepare Total Maximum Daily Load TMDL by which new discharge limits are imposed on existing and

future discharges in an effort to restore the water quality of the receiving streams Likewise when water quality

in receiving stream is better than required states are required to adopt an anti-degradation policy by which

further degradation of the existing water quality is reviewed and possibly limited In the case of both the

TMDL and anti-degradation review the limits in our NPDES discharge permits could become more stringent

thereby potentially increasing our treatment costs and making it more difficult to obtain new surface mining

permits New standards may also require us to install expensive water treatment facilities or otherwise modify

mining practices and thereby substantially increase mining costs These increased costs may render some

operations unprofitable

Other Regulations on Stream Impacts

Federal and state laws and regulations can also impose measures to be taken to minimize and/or avoid

altogether stream impacts caused by both surface and underground mining Temporary stream impacts from

mining are not uncommon but when such impacts occur there are procedures we follow to mitigate or remedy

any such impacts These procedures have generally been effective and we work closely with applicable agencies

to implement them Our inability to mitigate or remedy any temporary stream impacts in the future and the

application of existing or new laws and regulations to disallow any stream impacts
could adversely affect our

operating and financial results

Endangered Species Act

The federal Endangered Species Act and counterpart state legislation protect species threatened with

possible extinction Protection of threatened and endangered species may have the effect of prohibiting or

delaying us from obt iining mining permits and may include restrictions on timber harvesting road building and

other mining or agricultural activities in areas containing the affected species or their habitats number of

species indigenous to our properties are protected under the Endangered Species Act Based on the species that

have been identified to date and the current application of applicable laws and regulations however we do not

believe there are any species protected under the Endangered Species Act that would materially and adversely

affect our ability to mine coal from our properties in accordance with current mining plans

Resource Conservation and Recovery Act

RCRA affects coal mining operations by establishing requirements for the treatment storage and disposal

of hazardous wastes Certain coal mine wastes such as overburden and coal cleaning wastes are exempted from

hazardous waste management requirements

At present fossil fuel combustion wastes are exempt from hazardous waste regulation under RCRA

However the failure in 2008 of an ash disposal dam in Tennessee focused attention on this issue In May 2010

the EPA issued for public comment proposed regulations setting out two options for governing management and
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disposal of coal ash from coal-fired power plants Under the more stringent option the EPA would regulate coal

ash as special waste subject to RCRA subtitle hazardous waste standards when disposed in landfills or

surface impoundments which would be subject to stringent design permitting closure and corrective action

requirements Alternatively coal ash would be regulated as non-hazardous waste under RCRA subtitle with

national minimum criteria for disposal but no federal permitting or enforcement Under both options the EPA

would establish dam safety requirements to address the structural integrity of surface impoundments to prevent

catastrophic releases We currently cannot predict whether these rules once finalized will have significant

impact on coal used by electricity generators

Federal and State Superfund Statutes

Superfund and similar state laws affect coal mining and hard rock operations by creating liability for

investigation and remediation in response to releases of hazardous substances into the environment and for

damages to natural resources Under Superfund joint and several liability may be imposed on waste generators

site owners or operators and others regardless of fault In addition mining operations may have reporting

obligations under the Emergency Planning and Community Right to Know Act and the Superfund Amendments

and Reauthorization Act
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GLOSSARY QFSELECTED TERMS

Ash Impurities consisting of iron alumina anctotherincombustible matter that are contained in coal Since

ash increases theweight of coal it adds to the cost of handling and can affect the burning characteristics of coal

Assigned reserves Coal that is planned to be mined at an operation thatis currently operating currently

idled or for which permits have been submitted and plans are eventually to develop the operation

Bituminous coal common type of coal with moisture content less than 20% by weight and heating value

of 9500 to 14000 Btus per pound It is dense and black and often has well-defined bands of bright and dull

material

British thermal unit or Btu measure of the thermal energy required to raise the temperature of one pound

of pure liquid water one degree Fahrenheit at the temperature at which water has its greatest densty 39 degrees

Fahrenheit

Central AppalaØhia Coal producing area in eastern Kentucky Virginia southern West Virginia and

portion of eastern Tennessee

Coal seam Coal deposits occur in layers Each layer is called seam

Coal slurry impoundment Coal slurry consists of solid and liquid waste and is by-product of the coal

mining and preparation processes It is fine coal refuse and water mixture Impoundment is for the storage of

liquid and primarily noncombustible solids that are by-products of coal cleaning

Coke hard dry carbon substance produced by heating coal to very high temperature in the absence of

air Coke is used in the manufacture of iron and steel Its production results in number of useful byproducts

Compliance coal Coal which when burned emits 1.2 pounds or less of sulfur dioxide per million Btu as

required by Phase II of the Clean Air Act

Continuous miner machine which constantly extracts coal while loading This is to be distinguished from

conventional mining unit which must stop the extraction
process

in order for loading to commence

Fossil fuel Fuel such as coal petroleum or natural gas formed from the fossil remains of organic material

High Btu coal Coal which has an average heat content of 12500 Btus per pound or greater

Illinois Basin Coal producing area in Illinois Indiana and western Kentucky

Lignite The lowest rank of coal with high moisture content of up to 15% by weight and heat value of

6500 to 8300 Btus per pound It is brownish black and tends to oxidize and disintegrate when exposed to air

Longwall mining The most productive underground mining method in the United States rotating drum is

trammed mechanically across the face of coal and hydraulic system supports the roof of the mine while the

drum advances through the coal Chain conveyors then move the loosened coal to standard underground mine

conveyor system for delivery to the surface

Low Btu coal Coal which has an average heat content of 9500 Btus per pound or less

Low sulfur coal Coal which when burned emits 1.6 pounds or less of sulfur dioxide per million Btu

Medium sulfur coal Coal which when burned emits between 1.6 and 4.5 pounds of sulfur dioxide per

million Btu
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Metallurgical coaL The various grades of coalsuitable forcarbonization to make coke for steel

manufacture Also luown as met coals its quality depends on four important criteria volatility which affects

coke yield the level of impurities including sulfur and ash which affect coke quality composition which affects

coke strength and basic characteristics which affect coke oven safety Met coal typically has particularly high

Btu but low ash and sulfur content

Mid Btu coal Coal which has an average heat content of between 9500 and 12500 Btus per pound

Nitrogen oxide NOx gas formed in high temperature environments suchas coal combustion It is

harmful pollutant that contributes to smog

Northern Appalachia Coal producing area in Maryland Ohio Pennsylvania and northern West Virginia

Overburden Layers of earth and rock covering coal seam In surface mining operations overburden is

removed prior to coal extraction.

Pillar An area of coal left to support the overlying strata.in mine sometimes left permanently to support

surface structures

Powder River Basin Coal producing area in northeastern Wyoming and southeastern Montana This is the

largest known source of coal reserves and the largest producing regionin theUnited States

Preparation plant Usually located on mine site although one plant may serve several mines

preparation plant is facility for crushing sizing and washing coal to remove impurities and
prepare

it for use by

particular customer The washing process has the added benefit of removing some of the coals sulfur content

Probable reserves Reserves for which quantity and grade and/or quality are computed from information

similar to that used for proven reserves but the sites for inspection sampling and measurement are farther apart

or are otherwise less adequately spaced The degree of assurance although lower than that for proven reserves is

high enough to assume continuity between points of observation

Proven reserves Reserves for .which quantityis computed from dimensions revealed in.outcrops trenches

workings or drill holes grade and/or quality are computed from the results of detailed sampling and the sites for

inspection sampling and measurement are spaced so closely and the geologic character is so well defined that

size shape depth and mineral content of reserves are well-established

Reclamation The
process

of restoring land and the environment to their original state following mining

activities The
process commonly includes recontouring or reshaping the land to its approximate original

appearance restoring topsoil and planting native grass and ground covers Reclamation operations are usually

underway before the mining of particular site is completed Reclamation is closely regulated by both state and

federal law

Reserve That part of mineral deposit that could be economically and legally extracted or produced at the

time of the reserve determination

Roof The stratum of rock or other mineral above coal seam the overhead surface of coal working place

Room-and-Pillar Mining Method of underground mining in which the mine roof is supported mainly by

coal pillars left at regular intervals Rooms are placed where the coal is mined

Scrubber flue gas desulfurization system Any of several forms of chemical/physical devices which

operate to neutralize sulfur compounds formed during coal combustion These devices combine the sulfur in
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gaseous emissions wilh other chemicals to form inert compounds such as gypsum that must then be removed for

disposal Although effective in substantially reducing sulfur from combustion gases scrubbers require about 6%

to 7% of power plants electrical output and thOusands of gallons of waterto operate

Southern Appalachia Coal producing region consisting of Alabama and portion of southeastern

Tennessee

Steam coal Coal used by power plants and industrial steam boilers to produce electricity steam or both It

generally is lower in Btu heat content andhigher in volatilematter than metallurgical coal

Sub-bituminous coal Dull coal that ranks between lignite and bituminous coal Its moisture content is

between 20% and 30% by weight and its heat content ranges
from 7800 to 9500 Btus per pound of coal

Sulfur One of The elements present in varying quantities in coal that contributes to environmental

degradation when coal is burned Sulfur dioxide is produced as gaseous by-product of coal combustion

Suiface mine mine in which the coal lies near the surface and can be extracted by removing the covering

layer of soil see Overburden About 68% of total U.S coal production comes from surface mines

Tons short or net ton is equal to 2000 pounds long or British ton is qual to 2240 pounds

metric tonne is approximately pounds The short ton is the unit of measure referred to in this document

Truck-and-Shovel Mining and Truck and Front-End Loader Mining Similar forms of mining where large

shovels or front-end loaders are used to remove overburden Which is used to backfill pits after the coal is

removed Smaller shovels load coal in haul trucks for transportation to the preparation plant or rail loadout

Unassigned reserves Coal that is likely to be mined in the future but which is not considered Assigned

reserves

Underground mine Also known as deep mine Usually located several hundred feet below the earths

surface an underground mines coal is removed mechanically and transferred by shuttle car and conveyor to the

surface Underground mines account for about 32% of annual U.S coal production

Unit train tran of 100 or more cars carrying single product typical coal unit train can carry at least

10000 tons of coal in single shipment
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Item 1A Risk Factors

Investment in our common stock is subject to various risks including risks and uncertainties inherent in our

business The following sets forth factors related to our business operations financial position or future

financial performance or cash flows which could cause an investment in our securities to decline and result in

loss

Risks Relating to Our Industry and the Global Economy

substantial or extended decline in coal prices would reduce our revenues and adversely impact our

earnings and the value of our coal reserves

Our results of operations are substantially dependent upon the prices we receive for our coal Those prices

depend upon factors beyond our control some of which are described in more detail in other risk factors below

including

the demand for domestic and foreign coal which depends signifiŒantly on the demand for electricity

and steel

the price and availability of natural gas and other alternative fuels

competition from other suppliers of coal and other
energy sources

the regulatory and tax environment for our industry and those of our customers and

the proximity to and availability reliability and cost of transportation and port facilities

Sustained declines in coal
prices in the United States or other countries would materially adversely affect

our operating results and cash flows as well as the value of our coal reserves For example because of lower

pnces for certain types of coal that we produce in 2012 we reduced or halted production at certain of our mines

and could further reduce our production in the future if coal prices decline further

Lower demand for steam coal by North American electric power generators would reduce our revenues

and could further reduce the price of our steam coaL

Steam coal accounted for approximately 81% and 82% of our coal sales volume during 2012 and 2011

respectively The majority of our sales of steam coal were to U.S and Canadian electric power generators That

demand is affected primarily by

the overall demand for electricity which is in turn influenced by the global economy and the weather

among other factors for example North America has experienced mild winters for the past two years

resulting in lower demand

the availability quality and price of competing fuels such as natural gas nuclear fuel oil and

alternative energy sources such as hydroelectric power which may change over time as result of

among other things technological developments

increasingly stringent environmental and other governmental regulations including air emissioi

standards for coal-fired power plants and

higher than normal coal inventories at many utilities

Recently to the extent economically feasible many North American electric power generators have shifted

from coal to natural gas-fired power plants and we expect that new power plants that are built will be fired by

natural gas because they are cheaper to construct than coal-fired plants and because natural gas is cleaner burning

fuel with plentiful supplies and low cost at the current time Increasingly stringent regulations have also reduced the

number of new power plants being built Any further reduction in the amount of coal consumed by North American

electric power generators would reduce the amount of steam coal that we sell and the price that we receive for it

thereby reducing our revenues and adversely impacting our eamings and the value .of our coal reserves

33



Lower demand for metallurgical coal by U.S and foreign steel producers would reduce our revenues and

could further reduce the price of our metallurgical coaL

We produce metallurgical coal that is used in both the U.S and foreign steel industhes Metaliurgical coal

accounted for approximately 19% and 18% of our coal sales volume in 2012 and 2011 respectively Any

deterioration in conditions in the U.S or the foreign steel industry including the demand for steel and the

continued financial viability of the industry would reduce the demand for our metallurgical coal and could

impact the collectability of our accounts receivable from U.S or foreign steel industry customers The demand

for foreign-produced steel both in foreign markets and in the U.S market is also dependent on factors such as

tariff rates on steel In addition the U.S steel industry increasingly relies on processes to make steel that do not

use coke such as electric arc furnaces or pulverized coal processes If this trend continues the amount of

metallurgical coal that we sell and the prices that we receive for it could decreas thereby reducing our revenues

and adversely impacting our earnings and the value of our coal reserves Lower demand for metallurgical coal in

international markets would reduce the amount of metallurgical coal that we sell and the prices that we receive

for it thereby reducing our revenues and adversely impacting our earnings and the yalue of our coal reserves

Competition within the coal industry may adversely affect our ability to sell coal and excess production

capacity in the industry could put downward pressure on coal prices

We compete with numerous other coal produŒersin various regions of the United Staies for domestic and

international sales We also compete in international markets against coal producers in other countries

International demand for U.S coal exports also affects coal demand in the United States This competition may

affect domestic and ftreign coal prices and ithpact out ability to retain or attract coal customers For example

competitors using longwall mining technology in the Illinois basin may as result of greater production

efficiencies be able to offer lower thermal coal pnces compared to coal we produce in Central Appalachia In

addition if the currencies of our foreign competitors decline against the dollar or against our customers

currencies those competitors may be able to offer lower pnces to our customers

In the past high demand for coal and attractive pricing brought new investors to the coal industry leading to

the development of new mines and added production capacity Subsequent overcapacity in the industry has

contributed and may continue to conthbute to lower coal prices In addition lower cOal prices set by our

competitors may also put downward pressure on coal prices

Lower demand for coal exports would reduce our foreign sales and could negatively impact our

revenues and results of operations and could result in additional downward pressure on domestic coal

prices

Coal exports accounted for approximately 20% and 15% of our coal sales volume in 2012 and 2011

respectively In addition to the factors described above demand for U.S coal exports is dependent upon

number of factors outside of our control including currency exchane rates ocean freight rates and port and

shipping capacity For example if the value of the U.S dollar were to rise against other currencies in the future

our coal would become relatively more expensive and less competitive in international markets which could

reduce our foreign sales and negatiyely impact our revenues and results of operations In addition if the amount

of coal exported from the United States were to decline this decline could cause competition among coal

producers in the United States to intensify potentially resulting in additional downward pressure on domestic

coal prices

Economic downturns and disruptions in the global financial markets have had and could in future have

material adverse effect on the demand for and price of coal on our sales margins and profitability and

on our own ability to obtain financing

In recent years economic downturns and disruptions in the global financial markets have from time to time

resulted in among other things extreme volatility in security prices severely diminished liqUidity and credit

availability rating downgrades of certain investments and declining valuations of others including real estate

34



This occurred in particular in connection with the extreme market disruption in 2008 as well as the recent

concerns about the debt burdenof certain Eurozone countries and the overall stability of the euro These

disruptions and in particular the tightening of credit in financial markets have from time to time adversely

affected our customers ability to obtain financing for operations and resulted in temporary decrease in demand
lower coal prices the cancellation of some orders for our coal and the restructuring of agreements with some of

ourcustomers Additionally China is the worlds largest importer of coal and decreases in their demand could

impact the prices we receive for our export shipments Any prolonged global national or regional economic

recession or other similar events could have material adverse effect on thedemand for and price of coal on our

sales margins and profitability and on our own ability to obtain financing We are unable to predict the timing

duration and severity of any potential future disruptions in financial markets and potential future adverse

economic conditions in the United States and other countries and the impact these events may have on our

operations and the industry in general

The loss of or significant reduction in purchases by our largest customers could adversely affect our

revenues and profitability

Our largest customer during 2012 accounted for approximately 9% of our total revenues and sales to our

ten largest customers accounted for approximately 42% These customers may not continue to purchase coal

from us as they have previously or at all If these customers were to reduce their purchases of coal from us

significantly or if we were unable to sell coal to them on terms as favorable to us as the terms under our current

agreements our revenues and profitability could suffer materially

We may not be able to extend our existing long-term supply contracts or enter into new ones with

customers and our existing supply contracts may contain certain provisions that may reduce protection

from short-term coal price volatility which could adversely affect the capability and profitability of our

operations

We sell significant portion of our coal under long-term coal supply agreements contracts with term

greater than 12 months The execution of satisfactory long term coal supply agreement is frequently the basis

on which we undertake the development of coal reserves During 2012aroxirnately 52% and 77% of our

steam and metallurgical coal sales volume respectively was delivered pursuant to long-term contracts As of

January 25 2013 8% of our planned shipments for 2013 were uncommitted We may not be able to enter into

coal supply agreements to sell this production on terms including pricing terms as favorable to us as our existing

agreements Further our long-term contracts may sometimes prevent us from capitalizing on more favorable

market prices

When our current contracts with customers expire or are otherwise renegotiated our customers may decide

to purchase fewer tons of coal than in the past or on different terms including pricing terms less favorable to us

In large part as result of increasing and frequently changing regulation as described above electric power

generators are increasingly less willing to enter iTnto long term coal supply contracts instead purchasing higher

percentages of coal under short term supply contracts This industry shift away from long term supply contracts

could adversely affect us and the level of our revenues For example few customers wIth contractual obligation

to purchase coal from us would increase the risk that we will not have market for our production In addition

the pnces we receive in the spot market may be less than the contractual pnce customer is willing to pay for

conimitted supply Spot market prices also tend to be more volatile than contractual prices which could result in

decreased revenues

In addition price adjustment price reopener and other similarprovisions in long-term supply contracts

may reduce the protection from short term coal pnce volatility that these contracts traditionally provide Price

reopener provisions are particularly common tu international metallurgical coal sales contracts Some of our coal

supply contracts allow for the price to be renegotiated at periodic intervals Generally price reopener provisions

require the parties to agree on new price based on the prevailing market price however some contracts provide
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that the new price is set between pre-set floor and ceiling In some cases failure of the parties to agree on

price under price reopener provision can lead to termination of the contractor litigation the outcome of which

would be uncertain luring periods of economic weakness some of our customers may experience lower

demand for their products and services andmay be unwilling to take all of their contracted tonnage or request

lower price Customers may make similar requests when market prices have dropped significantly as has

occurred recently Any adjustment or renegotiationieadingto significantly lower contract price could result in

decreased revenues Accordingly supply Łontracts with terms of one year or more may provide only limited

protection during adverse market conditions

Our ability to collect payments from our customers could be impaired if their creditworthiness and

financial health deteriorates

Our ability to receive payment for coal sold and delivered depends on the continued creditworthiness and

financial health of our customers Our customer base is changing with deregulation as utilities sell their power

plants to their non-regulated affiliates or third parties that may be less creditworthy thereby increasing the risk

we bear on payment default These new power plant owners may have credit ratings that are below investment

grade Furthermore ompetition
with other coal suppliers could force us to extend credit to customers and on

terms that could increase the nsk we bear on payment default In recent years downturns in the economy and

disruptions in the global financial markets have from time to time affected the creditworthiness of our

customers and limited their liquidity and credit availability

We also have coal supply contracts with energy trading and brokering companies under which those

companies sell coal to end users These contracts involve an increased risk that we may not be able to collect

payment if the creditworthiness ofthe trading or brokering company declines as we typically do not have

direct contractual relationship with theend user

Customers in other countries my be subject to other pressures and uncertainties that may affect their ability

to pay including trade barriers exchange controls and local economic and political conditions We derived 42%

and 44% of our total revenues from coal sales made to customers outside the United States in 2012 and 2011

respectively

Regulatory and Legal Risks

We are subject to number of lawsuits including various lawsuits relating to the explosion at the Upper

Big Branch miae which depending on the outcome could have adverse financial effects or cause

reputational harm to us

number of legal actions are pending relating to past safety conditions at former Massey mines the April

2010 explosion at the Upper Big Branch mine which we refer to asthe UBB explosion and other related

matters including accusations of secunties fraud Although in December 2011 we entered into Non

Prosecution Agreement and settlement resolving number of these matters see Legal Proceedings number

of legal actions remain outstanding and it is possible that other actions may be brought in the future

In particular we are subject to purported class actions that allege violations of the federal secunties laws

denvative actions against current and former Massey directors and officers and actions brought by certain of the

families of the twenty-nine miners that died in the UBB explosion and certain employees and contractors alleging

injuries as result of the UBB explosion

In addition several former Massey employees have been convicted of or charged with federal cnminal

charges Massey former officers directors and employees may continue to be subject to future actions and

claims Under the merger agreement with Massey we agreed to leave in place and not modify provisions

contained in the orgamzational documents of Massey and its subsidiaries and certain related indemnification
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agreements that grant rights to indemnification and exculpation from liabilities for acts or omissions occurring at

or prior to the effective time of the Massey acquisition and related rights to the advancement of expenses in favor

of any current or former director officer employee or agent ofMassey

The outcomes of these pending and potential cases and claims are uncertain Depending on the outcome

these actions could have adverse financial effects or cause reputational harm to us We may not resolve these

actions favorably may agree to settle or may not be successful in implementing remedial safety measures that

may be imposed as result of some of these actions and/or investigations

climate change initiatives could significantly reduce the deman4forcoal an4 reduce the value of our

coal and gas assets

Global climate change continues to attract considerable public and scientific attention and the current

administration has highlighted action to address climate change as major prionty of its second term There is

concern in particular about the emissions of GHGs such as carbon dioxide and methane Combustion of fossil

fuels like coal and gas results in the creation of carbon dioxide which is currently çmitted into the atmosphere.by

coal and gas end users such as coal-fired electric power generators As result there have been and are expected

to be numerous GHG emissions initiatives that could reduce the demand for coal including

international action to extend the Kyoto Protocol through 2020 and to enact new international treaty

to take effect thereafter that would more aggressively reduce GHG emissions

various federal EPA initiatives including formal frnding under the Clean Air Act that GHG
emissions result in endangerment to public health and welfare required annual reporting of GHG
emissions the final tailonng rule requinng certain large industnal facilities including power plants

to obtain permits to emit and to use best available control technology to curb emissions of GHGs and

March 2012 proposed rule to impose federal limits on GHG emissions from new power plants

state and regional climate change initiatives such as the Regional Greenhouse Gas Initiative of eastern

states and the Western Climate Initiative and reàent and proposed legislation and regulation in various

states including Californias GHG cap-and-trade regulations which took effect for the electricity

sector on January 2013 and have the objective of reducing state-wide GHG emissions to 1990 levels

by 2020

litigation by various states and municipal entities seeking to have certain utilities including some of

our customers reduce their emission of carbon dioxide and

climate change guidelines
for investors and lenders for example guidelines announced by three of

Wall Street largest investment banks in February 2008 that
require

the evaluation of carbon risks in

the financing of utility power plants which may make it more difficult for utilities to obtain financing

for coal-fired plants

Considerable uncertainty is associated with these initiatives as the content of proposed legislation and

regulation is not yet determined and many of the new regulatory initiatives remain subject to governmental and

judicial review Given this uncertainty the various alternatives proposed and
the complex interactions between

economic and environmental issues it is difficult to predict the economic effects of these initiatives

However any regulatory controls on GHG emissions are likely to impose significant costs on many coal-

fired power plants and industrial boilers and could have the effect of making them unproflt4ble. For example if

the EPA current rule proposal on carbon dioxide emissions becomes final the construction of new coal-fired

power plants may be economically unfeasible using currently available technology Accordingly some existing

power generators are switching to other fuels that generate fewer emissions some power plants have closed and

others are scheduled to close and fewer coal-fired plants are being constructed all of which reduce demand for

coal and would reduce the amount of coal that we sell and the prices that we receive for it thereby reducing our

revenues and adversely impacting our earnings and the value of our coal reserves
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In addition regulatory controls on allowable emissions and the price of emissions allowances have

potentially significant impact on the demand for our coal based on its sulfur content We sell both higher sulfur

and low sulfur coal More widespread installation by power generators of technology that reduces sulfur

emissions may make high sulfur coal more competitive with our low sulfur coal Decreases in the price of

emissions allowances could have similar ffect Significant increases in the price of emissions allowances could

reduce the competitiveness of higher sUlfur coal compared to low sulfur coal and possibly natural gas at power

plants not equipped to reduce sulfur dioxide ernissions.Any of these consequences could result in decrease in

revenues from some of our operations which could adversely affect our business and results of operations

Other extensive environmental laws and regulations also could affect our customers reduce the demand

for coal and cause our sales to decline

Our customers operations are subject to extensive environmental laws and regulations relating to the

regulation of emissions and discharges the storage treatment and disposal of wastes and other operational

permits In particular the Clean Air Act and similar state and locallaws extensively regulate the amount of sulfur

dioxide particulate matter nitrogen oxides mercury and other compounds emitted into the air from electric

power plants which are the largest end-users of our coal series of more stringent requirements may become

effective in coming years including

implehuentation of the current and more stringentproposed ambient air quality standards for sulfur

dioxide nitrogen oxides particulate matter and ozone

implementation of the EPAs 2005 Clean Air interstate Rule or more Stringent replacement rule to

significantly reduce nitrogen oxide and sulfur dioxide emissions from power plants in 27 eastern states

implementation of the EPA December 2011 Mercury and Air Toxics Standards which impose

stringent limits on emissions of mercury and other toxic air pollutants from electric power generators

and are being phased in generally over four years and

more stringent EPA regulations governing management and disposal of coal ash

See Item Business-Environmental and Other Regulatory Matters

These environmental laws and regulations impose significant costs on our customers whichare increasing

as their requirements become more stringent These costs make coal more expensive to use arid make it less

attractive fuel source of energy
for our customers Accordingly some existing power generators are switching to

other fuels that generate fewer emissions some power plants have closed and others are scheduled to close and

fewer coal fired planis are being constructed all of which reduce demand for coal and would reduce the amount

of coal that we sell and the prices that we receive for it thereby reducing our revenues and adversely impacting

our earnings and the value of our coal reserves

The extensive regulation of the mining industry imposes significant costs on usandfuture regulations or

violations could increase those costs or limit our ability to produce coal

Our operations are subject to variety of federal State and local environmental health and safety

transportation labor and other laws and regulations relating to matters such as

controls on emissions and discharges

the effects of operations on surface water and groundwater quality and availability

the storage treatment and disposal of wastes

the remediation of contaminated soil surface and groundwater

surface subsidence from underground mining and

employee health and safety and benefits for current and retired coal miners
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These laws and regulations are becoming increasingly stringent For example

federal and state agencies and citizen groups have increasingly focused on the amounf of selenium and

other constituents in our wastewater discharges and over the past five yars number of our

subsidiaries have entered into consent decrees Æhd orders imposing penalties and requiring extensive

efforts to study and reduce our discharges of selenium and other substances

MSHA and the state of West Virginia have implemented or proposed changes to mine safety and health

requirements to impose more stringent health and safety controls enhance mine inspection and

enforcement practices increase sanctions and expand monitoring and reporting and

as described above more stringent regulation of GHG emissions is being considered that if expanded
to cover coal mining could increase our costs require additional controls or compel us to limit our

current operations particularly at our underground coal mines

In addition these laws and regulations require us to obtain numerous governmental permits described in

more detail below Federal and state authorities also inspect our operations and in response to the UBB
explosion federal and West Virginia authorities conducted special inspections ofcoal mines We expect the

heightened inspection intensity to continue

We incur substantial costs to comply with the laws regulations and permits that apply to our mining and

other operations and to address the outcome of inspections The required compliance and actions are often time-

consuming and may delay commencement or continuation of exploration or production In addition due in part

to the extensive and comprehensive regulatory requirements violations of laws regulations and permits occur at

our operations from time to time and may result in significant costs to us to correct the violations as well as

substantial civil or criminal penalties and limitations or shutdowns of our operations For example in December

2011 we entered into comprehensive settlement with MSHA in which we resolved various outstanding MSHA
civil citations violations and orders related to the UBB explosion and other matters for approximately $34.8

million see Legal Proceedings For more information concerning certain violations that have occurred see

Exhibit 95 to this Annual Report on Form 10-K for the.year ended December 31 2012

MSHA and state regulators may also order temporarily close mine in the event of certain violations of

safety rules accidents or imminent dangers In addition regulators may order changes to mine plans or

operations due to their interpretation or application of existing or new laws or regulations Any required changes
to mine plans or operations may result in temporary idling of production or addition of costs

These factors have had and will continue to have significant effect on our costs of production and

competitive position and as result on our results of operations cash flows and financial condition New laws

and regulations as well as future interpretations or different enforcement of existing laws and regulations may
have similaror more significant impact on us including delays interruptions or termination of operations

Our operations may impact the environment or cause exposure to hazardous substances and our

properties may have environmental contamination which cauld result in material liabilities to us

Our operations including those of our acquired companies currently use and have used in the past

hazardous materials and from time to time we generate and have generated in the past limitçd quantities of

hazardous wastes We may be subject to claims under federal or state law for toxic torts natural resource

damages and other damages as well as for the investigation and clean up of soil surface water sediments

groundwater and other natural resources For example see Item Business Environmental and Other

Regulatory Matters for discussion of Superfund and RCRA matters Such claims may arise out of current or

former conditions at sites that we own or operate currently as well as at sites that we and our acquired companies
owned or operated in the past and at contaminated sites that have always been owned or operated by third

parties Our liability for such claims may be joint and several so that we may be held responsible for more than

our share of the contamination or other damages or even for the entire share
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We maintain extensive coal slurry impoundments at number of our mines These impoundments are

subject to extensive regulation Slurry impoundments maintained by other coal mining operations have been

luiown to fail causing extensive damage to the environment and natural resources as well as liability for related

personal injunes
and property damages Some of our impoundments overlie mined out areas which can pose

heightened nsk of failure and of resulting damages If one of our impoundments were to fail we could be subject

to substantial claims for the resulting environmental contamination and associated liability as well as for fines

and penalties
The failure of the fly ash impoundment at the Tennessee Valley Authoritys Kingston Power Plant

although not regulated in the same manner as our slurry impoundments could result in additional scrutiny of our

impoundments

These and other environmental impacts that our operations may have as well as exposures to hazardous

substances or wastes associated with our operations could result in costs and liabilities that could materially and

adversely affect our financial condition and results of operations

We may be unable to obtain and renew permits necessary for our operations which would reduce our

production cash flows and profitability

Mining companies must obtain numerous regulatory permits that impose strict conditions on various

environmental and safety matters in connection with coal mining The permitting rules are complex and change

over time potentially in ways that may make our ability to comply with the applicable requirements more

difficult or impractical or even preclude the continuation of ongoing operations or the development of future

mining operations The public including special interest groups and individuals have certain rights under

various statutes to comment upon submit objections to and otherwise engage in the permitting process including

bnnging citizens lawsuits to challenge permits or mining activities In recent years
the permitting required for

coal mining has been the subject of increasingly stringent regulatory and administrative requirements
and

extensive litigation by environmental groups

As result the permitting process is costly and time-consuming required permits may not be issued or

renewed in timely fashion or at all and permits that are issued may be conditioned in manner that may

restrict our ability to conduct our mining activities efficiently We may also be required under certain permits to

provide authorities data on the impact on the environment of proposed exploration for or production of coal

In particular certain of our activities require Section 404 dredge and fill permit from the Army Corps of

Engineers the COE In recent years the Section 404 permitting process
has been subject to increasingly

stringent regulatory and administrative requirements and series of court challenges which have resulted in

increased costs anddelays in the permitting process The COE has taken action to restrict the availability of its

Nationwide Permit 21 and the EPA has announced new rulemaking that would further address the

circumstances when Section 404 permit is needed Increasingly stringent requirements governing
coal mining

also are being considered or implemented under the Surface Mining Control and Reclamation Act the National

Pollution Discharge Elimination System permit process and various other environmental programs It is unclear

what impact
these and other developments may have on the types of conditions or restnctions that will be

imposed on our future applications for surface coal mining permits and surface facilities at underground mines

Many of our permits are subject to renewal from time to time and renewed permits may contain more

restrictive conditions than our existing permits For example many of our permits governing surface stream and

groundwater discharges and impacts will be subject to new and more stringent conditions to address various new

water quality requirements upon renewal over the next several years To obtain renewed permits we may have to

petition to have stream quality designations changed based on available data and if we are unsuccessful we may

not be able to continue to operate the facility as planned or at all Although we have no estimates at this time our

costs to satisfy these conditions could be substantial
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Future changes or challenges to the permitting process could cause additional increases in the costs time

and difficulty associated with obtaining and complying with the permits and could delay or prevent commencing

or continuing exploration or production operations and as result adversely affect our coal production cash

flows and profitability

Any failure by thi rdparties tofuWll their indemnification obligations to us could increase our liabilities

and adversely affect our results of operations financial position and cash flows

In the acquisition agreements entered into with the sellers of the companies that we have acquired including

Coastal Coal Company Nicewonder and Progress and agreements that companies we have acquired entered

into prior to our acquisition of them such as the Distribution Agreement entered into by Massey and Fluor as of

November 30 2000 in connection with the spin-off of Fluor by Massey the Distribution Agreement the

respective sellers and in some cases their parent companies or other parties agreed to retain responsibility for

and indemnify Alpha against damages resulting from certain third-party claims or other liabilities such as

workers compensation liabilities black lung liabilities postretirement medical liabilities and certain

environmental or mine safety liabilities The obligations of those other parties to indemnify us with respect to

their retained liabilities will continue for substantial period of time and in some cases indefinitely In other

cases the sellers indemnification obligations continue for shorter period of time Certain indemnification

obligations are also subject to deductible amounts and do not cover damages in excess of the applicable coverage

limit

The assertion of third-party claims after the expiration of the applicable indemnification period or in excess

of the applicable coverage limit or the failure of any seller or other applicable party to satisfy their obligations

with respect to claims and retained liabilities covered by the applicable agreements or breaches of its

representations and warranties could have an adverse effect on our results of operations and financial position if

claimants successfully assert that we are liable for those claims and/or retained liabilities

Recently litigation has been commenced between Fluor and the purchasers of Fluor prior business

regarding the purchasers obligation to indemnify Fluor against claims and judgment arising out of that business

To the extent the litigation results in determination that Fluor is not entitled to indemnification from the

purchasers Fluor ability to satisfy all or some of its indemnification obligations with respect to Alpha

subsidiaries under the Distribution Agreement may be negatively affected Se Legal Proceedings-Other Legal

Proceedings

Changes in federal or state income tax laws particularly in the area of percentage depletion could cause

our financial position and profitability to deteriorate

The federal government has been reviewing the income tax laws relating to the coal industry regarding

percentage depletion benefits If the percentage depletion tax benefit is reduced or eliminated our cash flows

results of operations or financial condition could be materially impacted

Risks Relating to Our Operations

decline in demand for metallurgical coal would limit our ability to sell our high quality steam coal as

higher priced metallurgical coa4 which would reduce our revenues and profitability and could affect the

economic viability of some of our mines with higher operating costs

We are able to mine process and market some of our coal reserves as either metallurgical coal or high

quality steam coal In deciding our approach to these reserves management assesses the conditions in the

metallurgical and steam coal markets including factors such as the current and anticipated future market prices

of steam coal and metallurgical coal the generally higher price of metallurgical coal as compared to steam coal

the lower volume of saleable tons that results when producing coal for sale in the metallurgical market rather

than the steam market the increased costs of producing metallurgical coal the likelihood of being able to secure
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longer term sales commitment for steam coal and our contractual commitments to deliver different types of

coal to our customers decline in demand for metallurgical coal relative to steam coal could cause us to shift

coal from the metallurgical market to the steam market thereby reducing our revenues and profitability

Some of our mines operate profitably only if all or portion of their production is sold as metallurgical coal

to the steel market If all the production from these mines had to be sold as steam coal those mines would not be

economically viable and would likely need to be closed which could lead to asset impairment charges and

accelerated reclamation costs as well as reduced revenue and profitability

Certain provisions in our long-term supply contracts may result in econOmic penalties upon our failure to

meet specflcations

Coal supply agreements typically contain force majeure provisions allowing temporary suspension of

performance by us or the customer during specified events beyond the control of the affected party Following

the UBB explosion Massey notified certain of its customers that it was declaring force majeure under certain of

its sales contracts impacted by the lost tonnage resulting from the explosion and subsequent shutdown at the

Upper Big Branch mine It is possible that certain of these customers may ultimately challenge the declaration of

force majeure or contest whether they received timely or proper
allocations or amounts of coal following the

declaration of force majeure

In addition most of our coal supply agreements contain provisions requiring us to deliver coal meeting

quality thresholds for certain characteristics such as Btu sulfur content ash content grindability moisture and

ash fusion temperature Failure to meet these specifications could result in economic penalties including price

adjustments the rejection of deliveries or termination of the contracts Further some of our contracts allow our

customers to terminate the contract in the event of regulatory changes that restrict the use or typepf coal the

customer may use al its facilities or increase the price of coal or the cost of using coal beyond specified limits

As result of these issues we may not achieve the revenue or profit we expect to achieve from our long-

term sales commitments

Our coal mining production and deliveiy is subject to conditions and events beyond our control that

could result in higher operating expenses and decreased production and sales whkh would adversely

affect our operating
results and could result in impairments to our assets

majority of our coal mining operations are conducted in underground mines with the balance at surface

mines Otir coal production at these mines is subject to operating conditions and events beyond our control that

could disrupt operations affect production and the cost of mining for varying lengths of time and have

significant impact on our operating results Adverse operating conditions and events that we have experienced in

the past and may experience in the future include

changes or variations in geologic conditions such as the thickness of the coal deposits and the amount

of rock embedded in or overlying the coal deposit

mining processing and loading equipment failures and unexpected maintenance problems

limited availability or increased costs of mining processing and loading equipment and parts and other

materials from suppliers

the proximity to and availability reliability and cost of transportation facilities

adverse weather and natural disasters such as heavy snows heavy rains and flooding or hurricanes

accidental mine water discharges

coal slurry releases and impoundment failures

unexpected mine safety accidents including fires and explosions from methane and other sources
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shortage of skilled labor

strikes and other labor related interruptions and

the termination of material contracts by state or other governmental authorities

If any of these or other conditIons or events occur in the future at any of our mines or affect deliveries of our

coal to customers they may increase our cost of mining and delay or halt production or sales to our customers

either permanently or for varying lengths of time which would adversely affect our operating results and could

result in impairments to our assets

We maintain insurance policies that provide limited
coverage

for some but not all of these risks Even

where covered by insurance these risks may not be fully covered and insurers may contest their obligations to

make payments Failures by insurers to make payments could have material adverse effect on our cash flows

results of operations or financial condition

Our ability to operate our company effectively could be impaired if we fail to attract and retain key

personnel

Our ability to operate our business and implement our strategies depends in part on the efforts of our

executive officers and other key employees In addition our future success will depend on among other factors

our ability to attract and retain other qualified personnel The loss of the services of any of our executive officers

or other key employees or the inability to attract or retain other qualified personnel in the future could have

material adverse effect on our business or business prospects

Mining in Central and Northern Appalachia is more complex and involves more regulatory constraints

than mining in other areas of the United States which could affect our mining operations and cost

structures in these areas

The geological characteristics of Northern and Central Appalachian coal reserves such as depth of

overburden and coal seam thickness make them complex and costly to mine As mines become depleted

replacement reserves may not be available or if available may not be able to be mined at costs comparable to

those of the depleting mines In addition compared to mines in the Powder River Basin permitting licensing

and other environmental and regulatory requirements are more costly and time consuming to satisfy These

factors could materially adversely affect the mining operations and cost structures of and our customers ability

to use coal produced by our mines in Northern and Central Appalachia

Due to our participation in multi-employer pension plans we may have exposure under those plans that

extend beyond what our obligation would be with respect to our employees and we may be required to

make increased contributions due to plan underfunding status

We contribute to multi-employer defined benefit pension plan administered by the UMWA In the event of

partial or complete withdrawal by us from multi-employee plan that is underfunded we would be liable for

proportionate share of that plans unfunded vested benefits Based on the information available from plan

administrators we believe that our portion of the contingent liability in the case of full withdrawal or

termination would be material to our financial position and results of operations If any other contributing

employer withdraws from an underfunded plan and that employer or any member in its controlled group

cannot satisfy its obligations under the plan at the time of withdrawal then we along with the other remaining

contributing employers would be liable for our proportionate share Of the plans unfunded vested benefits which

would increase our liability in the case of withdrawal by contributing subsidiaries

The Pension Protection Act of 2006 PPA requires minimum funding ratio of 80% be maintained for

multi-employer plan If the plan is determined to have funding ratio of less than 80% it will be deemed to be

seriously endangered and if less than 65% it will be deemed to be critical in either case it will be subject to

additional funding requirements In October 2012 we received notice that the plan was considered to be in
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seriously endangered status for the July 2012 plan year and the plan was projected to have an accumulated

funding deficiency by the plan year beginning July 2018 In 2012 funding improvement plan was sent to all

participating companies for adoption The goals of the funding improvement plan are to improve the funded

status and to avoid an accumulated funding deficiency fOr all plan years in the funding improvement period The

funding improvemerLt plan provides increased contribution rates beginning in 2017 The Plans funded status is

reviewed annually by the certifying actuary If the funded status does not improve prior to the beginning of 2017

the increase in contribution rates could be substantial which could have matenal effect on our financial

condition results of operations and cash flows

Our defined benefit pension plans are currently underfunded and we may have to make significant cash

payments to th plans reducing the cash available for our business

We sponsor
defined benefit pension plans in the United States for certain salaried and non-union hourly

employees For these plans the PPA generally establishes funding target of 100% of the present value of

accrued benefits Generally plan with funding ratio below the prescribed target is subject to additional

contributions requirements amortization of funding shortfalls Furthermore any plan with funding ratio of

less than 80% will be deemed at risk and will be subject to even higher funding requirements In addition the

value of existing assets held in our pension trust is affected by changes in the economic environment The

volatile financial markets in 2008 and 2009 caused investment income and the value of the investment assets

held in our pension rust to decline As result depending on economic recovery and growth in the value of our

invested assets we may be required to make significant cash contributions into the pension trust in order to

comply with the funding requirements of the PPA which could have material effect on our financial condition

results of operations and cash flows In 2012 we contributed $0.5 million to our pension plans We currently

expect to make contributions in 2013 for our defined benefit retirement plans up to $20.0 million to maintain

funding ratio of at least 80%

As of December 31 2012 our annual measurement date our defined benefit pension plans were

underfunded by $207 million These defined benefit pension plans are subject to the Employee Retirement

Income Security Act of 1974 ERISA Under ERISA the Pension Benefit Guaranty Corporation PBGC
has the authority to terminate an underfunded defined benefit pension plan under limited circumstances If our

defined benefit pension plans are terminated for any reason while the plans are underfunded we may incur

liability to the PBGC that could exceed the entire amount of the underfundrng which could have material effect

on our financial condition results of operations and cash flows

Expenditures for certain employee benefits could be materially higher than we have anticipated which

could increase our costs and adversely affect our finwicial results

We are responsible for certain long-term liabilities under variety of benefit plans and other arrangements

with active and inactive employees The unfunded status the excess of projected benefit obligation over plan

assets of these obligations as of December 31 2012 as reflected in Note 18 to our Consolidated Financial

Statements included $1006.2 million of postretirement obligations $231.2 million of defined benefit pension

and supplemental employee retirement plan obligations $180.0 million of self-insured workers compensation

obligations and $141.8 million of self-insured black lung obligations These obligations have been estimated

based on assumptions including actuarial estimates discount rates estimates of mine lives expected returns on

pension plan assets andchanges in health care costs We could be required to expend greater amounts than

anticipated In addition future regulatory and accounting changes relating to these benefits could result in

increased obligations or additional costs which could also have amaterial adverse effect on our financial results

Several states in which we operate consider changes in workers compensation laws from time to time which if

enacted could adversely affect us
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Cybersecurity attacks natural disasters and other similar crises or disruptions may negatively affect our

business financial condition and results of operations

Our business may be impacted by disruptions such as cybersecurity attacks or failures threats to physical

security and extreme weather conditions or other natural disasters These disruptions or any significant increases

in
energy prices that follow could result in government-imposed price controls It is possible that any of these

occurrences or combination of them could have material adverse effect on our business financial condition

and results of operations

Federal healthcare legislation could adversely affect our financial condition and results of operations

In March 2010 the Patient Protection and Affordable Care Act PPACA was enacted potentially

impacting our costs of providing healthcate benefits to our eligible active and certain retired employees and

workers compensation benefits related to occupational disease resulting from coal workers pneumoconiosis

black lung disease The PPACA has both short-term and long-term implications on benefit plan standards

Implementation of this legislation is expected to extend through 2018 In the short term our healthcare costs

could increase due to among other things an increase in the maximum age for covered dependents to receive

benefits changes to benefits for occupational disease related illnesses the elimination of lifetime dollar limits per

covered individual and restrictions on annual dollar limits per covered individual In the long term our healthcare

costs could increase due to among other things an excise tax on high cost plans and the elimination of annual

dollar limits per covered individual

Beginning in 2018 the PPACA will impose 40%excise tax on employers to the extent that the value of

their healthcare plan coverage exceeds certain dollar thresholds We anticipate that certain governmental

agencies will provide additional regulations or interpretations concerning the application of this excise tax We
will continue to evaluate the impact of the PPACA including any new regulations or interpretations in future

periods

If the assumptions underlying our accruals for reclamation and mine closure obligations prove to be

inaccurate we could be required to expend greater amounts than anticipated

The SMCRA establishes operational reclamation and closure standards for all aspects of surface mining as

well as deep mining We accrue for the costs of current mine disturbance and final mine closUre including the

cost of treating mine water discharge where necessary Estimates of our total reclamation and mine-closing

liabilities total $856.7 million as of December 31 2012 are based upon permit requirements and our historical

experience and depend on number of variables including the estimated future asset retirement costs estimated

proven reserves assumptions involving profit margins of third party contractors inflation rates and discount

rates Furthermore these obligations are unfunded If these accruals are insufficient or our liability in particular

year is greater than currently anticipated our future operating results and financial position could be adversely

affected

Estimates of our economically recoverable coal reserves involve uncertainties and inaccuracies in our

estimates could result in lower than expected revenues higher than expected costs decreased profitability

and asset impairments

We base our estimates of our economically recoverable coal reserves on engineering economic and

geological data assembled and analyzed by our staff including various engineers and geologists and periodically

reviewed by outside firms Our estimates as to the quantity and quality of the coal in our reserves-are updated

annually to reflect production of coal from the reserves and new drilling engineering or other data These

estimates depend upon variety of factors and assumptions many.of which involve uncertainties and factors

beyond our control and may vary considerably from actual results such as

geological and mining conditions that may not be fully identified by available exploration data or that

may differ from experience in current operations
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historical production
from the area compared with production fromàther similarproducing areas

the assumed effects of regulation and taxes by governmental agencies and

assumptions about coal prices operating costs mining technology improvements development costs

and reclamation costs

For these reasons estimates of the economically recoverable quantities
and qualities attributable to any

particular group of properties classifications of reserves based on risk of recovery and estimates of net cash

flows expected from particular reserves prepared by different engineers or by the same engineers at different

times may vary substantially In addition actual coal tonnage recovered from identified reserve areas or

properties
and revenues and expenditures with respect to our reserves may vary materially from estimates

Accordingly our estimates may not accurately reflect our actual reserves Any inaccuracy in our reserve

estimates could result in lower than expected revenues higher than expected costs decreased profitability and

asset impairments

Defects in title our mine properties could limit our ability to recover coal from these propettes or

result in significant unanticipated costs

We conduct significant part of our mining operations on properties that we lease Title to most of our

leased properties and mineral rights is not thoroughly verified until permit to mine the property
is obtained and

in some cases title is not verified at all Accordingly actual or alleged defects in title or boundaries may exist

which may result in the loss of our right to mine on the property or in unanticipated costs to obtain leases or

mining contracts to 2110w us to conduct our mining operations on the property which could adversely affect our

business and profitability In addition from time to time the rights of third parties for competing uses of

adjacent overlying or underlying lands such as oil and gas activity coalbed methane pipelines roads

easements and public facilities may affect our ability to operate as planned if our title is not superior or

arrangements cannot be negotiated Furthermore some leases require us to produce minimum quantity of coal

and pay minimum production royalties If those requirements are not met the leasehold interest may terminate

Decreased availability or increased costs of key equipment and materials could impact our cost of

production and decrease our profitability

We depend on reliable supplies of mining equipment replacement parts and materials such as explosives

diesel fuel tires and magnetite The supplier base providing mining materials and equipment has been relatively

consistent in recent years although there continues to be consolidation which has resulted in limited number of

suppliers for certain types of equipment and supplies Any significant reduction in avaihibility or increase in cost

of any mining equipment or key supplies could adversely affect our operations and increase our coSts which

could adversely affect our operating results and cash flows

In addition the prices we pay for these materials are strongly influenced by the global commodities market

Coal mines consume large quantities of commodities such as steel copper rubber products expipsives and diesel

and other liquid fuels Some materials such as steel are needed to comply with regulatory requirements rapid

or significant increase in the cost of these commodities could increase our mining costs because we have limited

ability to negotiate lower prices and in some cases do not have ready substitute

Disruptions in transportatIon services and increased transportation costs could impair our ability to

supply coal to our customers and adversely affect our business

In 201270% of our produced and processed coal volume was transported from the load-out or preparation plant

to the customer by rail From time to time we have experienced deterioration in the reliability of the service provided

by rail carriers which increased Our internal coal handling costs If there is fututu deterioration in the rail transportation

services we use and we are unable to find alternatives our business could be adversely affected Some of our
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operations are serviced by single rail carrier Due to the difficulty in arranging alternative transportation these

operations are particularly at risk to disruptions capacity issues or other difficulties with that carriers transportation

services which could adversely impact our revenue and return on investnient from these operations

We also depend upon trucks beltlines ocean vessels and barges to deliver coal to our customers In

addition much of our eastern coal is transported from our mines to our loading facilities by trucks owned and

operated by third parties Disruption of any of these transportation services due to weather-related problems

mechanical difficulties strikes lockouts bottlenecks terrorist attacks and other events could impair our ability to

supply coal to our customers resulting in decreased shipments auri revenue Disruption in shipment levels over

longer periods of time could cause our customers to look to other sources for their coal needs negatively

affecting our revenues and profitability

An increase in transportation costs could have an adverse effect on our ability to increase or to maintain

production on profit-making basis and could therefore adversely affect our revenues and earnings Because

transportation costs represent significant portion of the total cost of coal for our customers increases in

transportation costs could also reduce overall demand for coal or make our coal production less competitive than

coal produced from other sources

Because we purchase coal to be blended and resold with coal that we produce disruption in supplies of

coal produced by third parties could impair our ability tofill customers orders or increase our costs

We sold 1.9 million tons of coal purchased from third parties during 2012 representing approximately 1.8%

of our total coal sales volume dunng 2012 The majonty of the coal that we purchase from third parties is

blended with coal produced from our mines pnor to resale and we also process portion of the coal that we

purchase from third parties pnor to resale The availability of the coal we purchase may decrease and pnces may
increase as result of among other things changes in overall coal supply and demand levels consolidation in

the coal industry and new laws or regulations Disruption in our supply of purchased coal could impair our ability

to fill our customers orders or require us to pay higher prices to obtain the required coal from other sources Any
increase in the prices we pay for purchased coal could increase our costs and therefore lower our earnings

Our work force could become increasingly unionized in the future and our unionized or union-free work

force could strike which could adversely affect the stability of our productiOn and reduce our

profitability

Approximately 89% of our 2012 coal production came from mines operated by union-free employees and

approximately 89% of our workforce is union-free as of December 31 2012 However under the National Labor

Relations Act employees have the right at any time to form or affiliate with union Any further unionization of

our employees or the employees of third-party contractors who mine coal for us could adversely affect the

stability of our production and reduce our profitability

Certain of our subsidiaries have wage agreements with the UMWA or other unions that expire at various

times Certain Of our idled operations have wage agreements that can be tenninated either by us or the union with

notice which could be risk if those operations become active in the future As is the case with our union-free

operations the union-represented employees could strike which would disrupt our production increase our costs

and disrupt shipments of coal to our customers and could result in the closure of affected mines allof which

could reduce our profitability

Past and future acquisitions and other strategic transactions involve number of risks any of which

could result in material adverse effect on our business financial condition or results of operations

Our ability to grow depends in part on our ability to identify negotiate complete and integrate suitable

acquisitions In the past five years we have completed several significant acquisitions including the Massey

Acquisition and several smaller acquisitions joint ventures and investments Our ability to complete these
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transactions is subject to the availability of attractive targets that canbe successfully integrated into our existing

business and that will provide us with complementary capabilities products or services on terms acceptable to us

as well as general market conditions among other things

Risks inherent in acquisition and other strategic transactions include

uncertainties in assessing the value strengths and potential profitability and identifying the extent of

all weaknesses risks contingent and other liabilities of acquisition candidates

the potential loss of key customers management and employees of an acquired business

the ability to achieve identified operating and financial synergies from an acquisition in the amounts

and on the timeframe due to inaccurate assumptions underlying estimates of expected cost saviigs the

deterioration of general industry and business conditions unanticipated legal insurance and financial

compliance costs or other factors

the ability of management to manage successfully our exposure to pending and potential litigation and

regulatory obligations

unanticipaled increases in competition that limit our ability to expand our business or capitalize on

expected business opportunities including retaining current customers and

unanticipaled changes in business industry market or general economic conditiohs that differfrom

the assumptions underlying our rationale for pursuing the acquisition

The ultimate su cess of an acquisition or other strategic transaction will depend in part on our ability to

continue to realize the anticipated synergies business opportunities and growth prospects from combining the

acquired businesses with ours We may not be able to successfully integrate the companies businesses or

properties that we acquire Problems that could anse from the integration of the acquired busmess may involve

coordinating management and personnel and managing different corporate cultures

applying our Running Right program at acquired mines and facilities

establishing testing and maintaining effective internal control processes and systems of financial

reporting to the acquired business particularly in the case of private company acquisitions

the diversion of our managements and our finance and accounting staffs resources and time

commitments and the disruption of either our or the acquired companys ongoing businesses

tax costs or inefficiencies and

inconsisterLcles in standards information technology systems procedures or policies

Any one or more of these factors could cause us not to realize the benefits anticipated from transaction

adversely affect our ability to maintain relationships with clients enplOyees or other third parties or reduce our

earnings

Moreover any acquisition or other strategic transaction wepursuecould materially affect our liquidity and

capital resources and may require us to incur indebtedness seek equity capital or both Future transactions could

also result in our assuming more long-term liabilities relative to the value of the acquired assets than we have

assumed in our previous acquisitions Further acquisition accounting rules require changes in certain

assumptions made subsequent to the measurement period as defined in current accounting standards to be

recorded in current period earnings which could affect our results of operations

We may incur additional goodwill impairment charges which may require us to record significant

charge to earnings

In accordance with U.S generally accepted accounting principles GAAP we are required to assess ow

goodwill to determine if it is impaired on an annual basis and more frequently in the event of circumstances
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indicating potential impairment These circumstances could include decline in our actual or expected future

cash flows or income significant adverse change iti the business climate or in our industry or decline in

market capitalization among others If our goodwill teting indicates that impairment has occurred we are

required to record non-cash impairment charge for the difference between the carrying value of the goodwill

and the implied fair value of the goodwill in the period the determination is made For example we recorded

impairment charges of $1713.5 million during the year ended December 2012 to reduce the carrying value of

goodwill to its implied fair value for certain of our reporting units in Eastern and Western Coal Operations We
continue to carry goodwill on our balance sheet and it is possible that in future we may be required to record

additional impairmritcharges for our goodwill These charges could be significant which could have material

adverse effect on our business results of operations or financial condition

Our business will be adversely affected if we are unable to develop or acquire additional coal reserves

that are economically recoverable

Our profitability depends substantially on our ability to mine in cost effective manner coal reserves of the

quality our customers need Although we have coal reserves that we believe will support current production.

levels for more than 20 years we have not yet developed the mines for all our reserves We may not be able to

mine all of our reserves as profitably as we do at our current operations In addition in order to develop our

reserves we must receive various governmental permits As discussed above sOme of these permits are

becoming increasingly more difficult and expensive to obtain and the review process continues to lengthen We

may be unable to obtain the necessary permits on terms that would permit us to operate profitably or at all

Because our reserves are depleted as we mine our coal our future success and growth depend in part on our

ability to acquire additional coal reserves that are economically recoverable Our planned development projects

and acquisition activities may not result in significant additional reserves and we may not succeed in developing

new mines or expanding existing mines beyond our existing reserves Replacement reserves may not be available

when required or if available may not be able to be mined at costs comparable to those of the depleting mines

We may not be able to accurately assess the geological characteristics of any reserves that we now own or

subsequently acquire which may adversely affect our profitability and financial condition Exhaustion of

reserves at particular mines also may have an adverse effect on our operating results that is disproportionate to

the percentage of overall production represented by those mines Our ability to acquire other reserves in the

future could be limited by restrictions under our existing or future debt agreements competition from other coal

companies for attractive properties or the lack of suitable acquisition candidates available on commercially

reasonable terms among other factors If we are unable to replace or increase our coal reserves on acceptable

terms our production and revenues will decline as our reserves are depleted and our goodwill may become

impaired

Disruptions in supplies of coal from mines operated by third party con fractors could impair our ability to

fill customers orders or increase our costs

We use third-party contractors to operate some of our mines Operational difficulties at these mines

increased competition for contract miners from other coal producers and other factors beyond our control could

affect the availability pricing and quality of coal produced for us by contractors Disruption in our supply of

contractor-produced coal could impair our ability to fill our customers orders or require us to pay higher prices

obtain the required coal from other sources Any increase in the prices we pay fOr cOntractOr-produced coal could

increase our costs and therefore lower our earnings

Changes in fair value of derivative instruments that are not accounted for as hedge could cause

volatility in our earnings

Derivative financial instruments are recognized as either assets or liabilities and are measured at fair value

Changes in fair value are recognized either in earnings or equity depending on whether the transaction qualifies

for cash flow hedge accounting and if so how effective the derivatives are at offsetting price movements in the
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underlying exposure We account for some of Our coal forward purchase and sales agreements as derivative

instruments We also use enter into commodity swap and option agreements for portion of our diesel fuel needs

to reduce the risk that changes in the market price of diesel fuel can have on our operations Some of these

agreements have not been designated as qualifying cash flow hedges so we are required to record changes in fair

value of these derivative instruments in earnings These changes in fair value can have asignificant non-cash

impact on our earnings from period to period

Our hedging activities for dieselfuel may prevent us from benefiting fromprice decreases

We enter into hedging arrangements primarily financial swap contracts for portion of our anticipated

diesel fuel needs As of December 31 2012 we had financial swap contracts with respect to approximately 53%

and 39% of our calendar year 2013 and 2014 expected diesel fuel needs respectively While our hedging strategy

provides us protection in the event of price increases for diesel fuel it may also prevent us from the benefits of

price decreases If prices for diesel fuel decrease significantly below our swap prices it could have material

effect on our financial condition result of operations and cash flows We are also exposed to countØrparty risk

related to our swap counterparties

Risks Relating to Our Liquidity

Our substantial indebtedness exposes us to various risks

At December 31 2012 we had $3449.9 million of indebtedness outstanding before discounts applied for

financial reporting representing 41% of our total capitalization of which$ 1266.7 million will mature in the next

three years In addition at December 31 201 we had $0.3 million of letters of credit outstanding under our

credit facility and $160.2 million of letters of credit outstanding under our accounts receivable securitization

facility

Our substantial indebtedness could have important consequences to our business For example it could

make it more difficult for us to pay or refinance our debts as they become due during adverse economic

and industry conditions because any related decrease in revenues could cause us to not have sufficient

cash flows from operations to make our scheduled debt payments

force us to seek additional capital restructure or refinance our debts or sell assets

cause us to be less able to take advantage of significant business opportunities such as acquisition

opportunities and to react to changes in market or industry conditions

cause us to use portion of our cash flow from operations for debt service reducing the availability of

working capital and delaying or preventing investments capital expenditures research and

development and other business activities

cause us to be more vulnerable to general adverse economic and industry conditions

expose us to the risk of increased interest rates because certain of our borrowings including

borrowings under our credit facility will be at variable rates of interest

make us more highly leveraged than some of our competitors which could place us at competitive

disadvantage

limit our ability to borrow additional monies in the future to fund working capital capital expenditures

and other general corporate purposes and

result in downgrade in the credit rating of our indebtedness which could harm our ability to incur

additional indebtedness and result in more restrictive borrowing terms including increased borrowing

costs and more restrictive covenants all of which could affect our internal cost of capital estimates and

therefore impact operational and investment decisions
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Our ability to restructure or refinanceour debt will depend on the condition of the capital markets and our

financial condition at that time Any refinancing of our debt could be at higher interest rates and may require us

to comply with more onerous covenants which could further restrict our business operations These alternative

measures may not be successful and may not permit us to meet our scheduled debt service obligations and the

terms of existing or future debt instruments may restrict us from adopting some of these alternatives

Our ability to make the required payments on our indebtedness is dependent on the cash flow generated

by our subsidiaries which may be constrained by legal contractual market or operating conditions from

paying us dividends

We willbe dependent to significant extent on the generation of cash flow by our subsidiaries and their

ability to make that cash available to us by dividend debt repayment or otherwise These subsidiaries may not

be able to or be permitted to make distributions to enable us to make payments in respect of our indebtedness

Each of these subsidiaries is distinct legal entity and under certain circumstances legal and contractual

restrictions as well as the financial condition and operating requirements of our subsidiaries may limit our

ability to obtain cash from our subsidiaries In the event that we do not receive distributions from our

subsidiaries we may be unable to make required payments of principal premium if any and interest on our

indebtedness

We may incur more debt which could further exacerbate the risks associated with our significant

indebtedness

We may incur additional indebtedness in the future under the terms of our credit facility and the indentures

governing our debt securities Our credit facility provides for revolving line of credit of up to $1.0 billion with

no borrowings outstanding as of December 31 2012 The addition of new debt to our current debt levels could

increase the related risks that we now face For example the spread over the variable interest rate applicable to

loans under our revolving line of credit is dependent on our leverage ratio and it would increase if our leverage

ratio increases Additional drawings under our revolving line of credit could also limit the amount available for

letters of credit in support of bonding obligations for our mines

The terms of our credit facilities and the indentures governing our notes limit our and our subsidiaries

ability to take certain actions which may limit our operating and financial flexibility and adversely affect

our business

Our credit facilities and the indentures governing our notes contain number of significant restrictions and

covenants that limit our ability and our subsidiaries ability to among other things incur additional indebtedness

enter into sale and leaseback transactions pay dividends make redemptions and repurchases of certain capital

stock make loans and investments create liens engage in transactions with affiliates and merge or consolidate

with other companies or sell substantially all of our assets These covenants could adversely affect our ability to

finance our future operations or capital needs or to execute preferred business strategies In addition complying

with these covenants may make it more difficult for us to successfully execute our business strategy and compete

against companies who are not subject to such restrictions

Operating results below current levels or other adverse factors including significant increase in interest

rates could result in our being unable to comply with our covenants and payment obligations contained in our

credit facility and the indentures governing our notes If we violate these covenants or obligations under any of

these agreements and are unable to obtain waivers from our lenders our debt under all of these agreements would

be in default and could be accelerated by our lenders If our indebtedness is accelerated we may not be able to

repay our debt or borrow sufficient funds to refinance it Even if we were able to obtain new financing it may not

be on commercially reasonable terms or on terms that are acceptable to us If our debt is in default for any

reason our business financial condition results of operations and cash flows could be materially and adversely

affected Other covenants must be met for us to be able to access available capacity under our credit facility
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including the maintenance of $500 million of liquidity through the end of 2014 If we are unable to access

undrawn capacity when we need it our business financial condition results of operations and cash flows could

be materially and adversely affected

Certain terms of our 2.3 75% convertible notes due 2015 and our 3.25% convertible notes due 2015 may

adversely impact our liquidity

Upon conversion of our 375% convertible notes due 2015 and our 25% convertible notes due 2015 we

will be required to make certain cash payments to holders of convertednotes As result the conversion of the

convertible notes may significantly reduce our liquidity and we may not have sufficient funds to make these

payments Our failure to make these payments with respect to our convertible notes would cause default under

the relevant indentures and cross default under our other indentures and our creditfacility

Failure to maintain capacity for required letters of credit could limit our available borrowing capacity

under our credit facilities limit our ability to provide financial assurance for self-insured obligations and

negatively impact our ability to obtain additional financingtofundfuture working capital capital

expenditure or other general corporate requirements

At December 31 2012 we had $160.5 million of letters of credit in place of which $0.3 million was

outstanding under our credit facility and $160.2 million was outstanding under our A/R Facility These

outstanding letters of credit supported workers compensation bonds coal mining reclamation obligations

UIrvIWA retiree health care obligations and other miscellaneous obligations Our credit facility provides fOr

revolving commitments of up to $1 billion all of which can be used to issue letters of credit and our accounts

receivable secuntizatLon facility provides for the issuance of up to $275 million in letters of credit Obligations

secured by letters of credit may increase in the future Any such increase would limit our available borrowing

capacity under our current or future credit facilities and could negatively impact our ability to obtain additional

financing to fund future working capital capital expenditures or other general corporate requirements Moreover

if we do not maintain sufficient borrowing capacity under our revolving credit facility and accounts recejvable

securitization facility for additional letters of credit we maybe unable to provide financial assurance for our

mining operations

Failure to obtain or renew surety bonds on acceptable terms or maintain seJbonding status could affect

our ability to secure reclamation and coal lease obligations which could adversely affect our ability to

mine or lease coal

Federal and stat laws require us to obtain surety bonds to secure payment of certain long term obligations

such as mine closure or reclamation costs federal and state workers compensation costs coal leases and other

obligations These bonds are typically renewable annually Surety bond issuers and holders may not continue to

renew the bonds may demand less favorable terms upon renewal or may impose new or increased collateral

requirements We also maintain self bonding in certain states and the relevant state regulators may determine

that we are no longer eligible for that status which would require us to acquire additional surety bonds from third

parties Those events could result from vanety of factors including without limitation

significant decline in our financial position or creditworthiness

the lack of availability higher expense or unfavorable market terms of new bonds

restrictions on the availability of collateral for current and future third-party surety bond issuers under

the indentures governing our outstanding debt and under our credit agreements

the exercise by third party surety bond issuers of their nght to refuse to renew the surety or to require

collateral for new or existing bonds and

determination by state regulators that change to our self-bonding status is necessary to protect the

states interests
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We havediscussions from time to time including recently with state regulators regarding our self-bonding

status and with surety bond providers regarding our existing and current surety bonds In addition if the financial

markets experience the instability and volatility that they did in the recent past our current surety bond providers

may experience difficulties in providing new surety bonds to us maintaining existing surety bonds or satisfying

liquidity requirements under existing surety bond contracts

failure to maintain our self-bonding status difficulty in acquiring surety bonds or additional collateral

requirements would increase our costs and likely require greater use of our credit facility A/R Facility or

alternative sources of funding for this purpose which would reduce our liquidity If we were to be unable to

provide the financial assurance that is required by state and federal law to secure our reclamation and coal lease

obligations our ability to mine or lease coal and as result our results of operations could be adversely affected

We may be unable to repurchase our debt if we experience change of control

Under certain circumstances we will be required under the terms of the indentures governing our various

series of notes to offer to purchase all of the outstanding notes of each series at either 100% or 101% as the case

may be of their principal amount if we experience change of control If change of control were to occur we

may not have sufficient funds to purchase our various series of notes or any other securities that we would be

required to offer to purchase We also might not be able to obtain additional financing to fund those purchases

Our failure to repurchase the notes upon change of control would cause default under the relevant indentures

and cross default under our other indentures and our credit facility change of control as defined for

purposes of our credit facility is also an event of default under the credit facility that would permit lenders to

accelerate the maturity of certain borrowings If that were to occur we may not be able to replace our credit

facility on terms equal to or more favorable than the current terms or at all Any of our future debt agreements

may contain similarprovisions as our existing indentures or credit facility

Risks Relating to Our Common Stock

Sales of additional shares of our common stock the exercise or granting of additional equity securities or

conversion of our convertible notes could cause the price of our common stock to decline

Sales of substantial amounts of our common stock in the open market and the availability of those shares for

sale could adversely affect the price of our common stock In addition future is5uances of equity securities

including issuances pursuant to outstanding stock-based awards under our long-term incentive plans or the

conversion of convertible notes could dilute the interests of our existing stockholders and could cause the market

price for our common stock to decline We may issue equity or equity-lined securities in the future for number

of reasons including to finance our operations and business strategy adjust our ratio of debt to equity satisfy

claims or obligations or for other reasons The price of our common stcck could also be affected by hedging or

arbitrage trading activity that may exist or develop involving our common stock and our convertible notes

We do not intend to pay cash dividends on our common stock in the foreseeable future

We have never declared or paid cash dividend and our Board of Directors periodically evaluates the

initiation of dividends If we were to decide in the future to pay dividends our ability to do so would be

dependent on the ability of our subsidiaries to make cash available to us by dividend debt repayment or

otherwise Our ability to pay dividends islimited by restrictions in our credit facility..

Provisions in our organizational documents and the instruments governing our debt may discourage

takeover attempt even if doing so might be beneficial to our stockholders

Provisions contained in our certificate of incorporationand bylaws could impose impediments to the ability.

of third party to acquire us even if change of control would be beneficial to our stockholders Provisions of

our certificate of incorporation and bylaws impose various procedural and other requirements which could make
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it more difficult for stockholders to effect certain corporate actions For example our certificate of incorporation

authonzes our board of directors to determine the rights preferences privileges and restrictions of unissued

series of preferred stock without any vote or action by.our stockholders Thus our board of directors can

authorize the issuance of shares of preferred stock with voting or conversion rights that could adversely affect the

voting or other rights of holders of our common stock ThesQ provisions may have theeffect of delaying or

deterring change of control of our Company and could limit the price that certain investors might be willing to

pay in the future for shares of our common stock

If fundamental change as defined in the indentures governing our convertible notes occurs holders of

the convertible notes will have the right at their option either to convert their convertible notes or require us to

repurchase all or portion of their convertible notes In the event of make-whole fundamental change as
defined in the indentures governing our convertible notes we also may be required to increase the conversion

rate applicable to any convertible notes surrendered for conversion If change in control as defined in the

indentures governing our senior notes occurs holders of the senior nOtes will have the right to require us to

repurchase all or portion of their senior notes In addition each indenture prohibits us from engaging in certain

mergers or acquisitions unless among otbe things the surviving entity is U.S entity that assumes our

obligations under the applicable notes Our credit facility imposes similar restrictions on us including with

respect to mergers or consolidations with other companies and the sale of substantially all of our assets These

provisions could prevent or deter third party from acquiring us even where the acquisition could be beneficial

to our stockholders

Item lB Unresolved Staff Comments

None

Item Properties

Coal Reserves

Reserves are defined by the Securities and Exchange Commission S.EC Industry Guide as that part

of mineral deposit which could be economically and legally extracted or produced at the time of the reserve

determination Proven Measured Reserves are defined by SEC Industry Guide as reserves for which

quantity is computed from dimensions revealed in outcrops trenches workings or drill holes grade andkr

quality are computed from the reülts of detailed sampling and the sites for inspection sampling and

measurement are spaced so closely and the geologic character is so well defined that size shape depth and

mineral content of reserves are well-established Probable reserves are defined by SEC Industry Guide as

reserves for which quantity and grade and/or quality are computed from information similar to that used for

proven measured reserves but the sites for inspection sampling and measurement are farther apart or are

otherwise less adequately spaced The degree of assurance although lower than that for proven measured

reserves is high enough to assume continuity between points of observation

Information about our reserves consists of estimates based on engineering economic and geological data

assembled and analyzed by our internal engineers geologists and finance associates as well as third party

consultants we retained We periodically update our reserve estimates to reflect past coal production new drilling

information and other geological or mining data and acquisitions or sales of coal properties Coal tonnages are

categorized according to coal quality mining method permit status mineability and location relative to existing

mines and infrastructure Furtherscrutinyis appliedusing geological criteria and other factors related to

profitable extraction of the coal These criteria include seam height roof and floor conditions yield and

marketability

Since November 2004 we have retained third party consultants to verify ieserves for our major acquisitions

as well as to conduct ongoing reserve updates on an.annual basis for specific properties that have undergone

substantial modification to the reserve base Properties that have.undergone insignificant or no changes are

carriedforward without re-evaluation These reviews include the preparation of reserve maps and the
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development of estimates by certified professional geologists based on data suppliedby us and using standards

accepted by government and industry including the methodology outlined in U.S Circular 891 Reserve

estimates were developed using criteria to assure that the basic geologic characteristics of the reserve such as

minimum coal thickness and wash recovery
interval between deep mineable seams and mineable area tonnage

for economic extraction were in reasonable conformity with existing and recently completed operation

capabilities on our properties

We estimate that as of December 31 2012 we owned or leased total proven and probable coal reserves of

approximately 4570.9 million tons We believe that wehave sufficient reserves to replace capacity from

depleting mines for the foreseeable future and that our current reserves are one of our strengths We believe that

the current level of production at our major mines is sustainable for the foreseeable future.

Of the 5709 million tons approximately 344 million tons were assigned reserves that we expect to be

mined in future operations Approximately 226 million tons were unassigned reserves that we are holding for

future development All of our reserves in Wyoming are assigned Approximately 69% of our reserves are

classified as high Btu coal coal delivered with an average heat value qf 12500 Btu per pound or greater

Approximately 63% of our reserves have sulfur content of less than 1%

As.with most coal-producing companies that operate in Appalachia the great majority of our Appalachian

reserves are subject to leases from third-party landowners These leases convey mining rights to the coal

producer in exchange for percentage of gross sales in the form of royalty payment to the lessor subject to

minimum payments Of our Appalachian reserve holdings at December 31 2012 710.6 million tdns of reserves

were owned and required no royalty or per-ton payment to other parties Our remaining Appalachian reserve

holdings at December 31 2012 of 060 million tons were leased and require minimum royalty and/or per ton

payments

Our mines in Wyoming are subject to federal coal leases that are administeredby the U.S Department of

Interior under the Federal Coal Leasing Amendment Act of 1976 Each lease requires diligent development of the

lease within ten years
of the lease award with required coal extraction of 0% of the reserves within that 10

year period At the end of the 10 year development period the mines are required to maintain continuous

operations as defined in the applicable leasing regulations All of our federal leases are in full compliance with

these regulations We pay to the federal government an annual rent of $3.00 per acre and production royalties of

12.5% of gross proceeds on surface mined coaL Effective October 12008 theFederal Governmentremits 48%

of royalties rentals and any lease bonus payments to the state of Wyoming Of our Wyoming reserve holdings at

December 31 2012 39.8 million tons of reserves are owned and require no royalty or per-ton payments Our

remaining Wyoming reserve holdings at December 31 2012 of 731.7 million tons were leased and were subject

to the terms described above

Our idled mine in Illinois Wabash is subject to coal leases and requires payments of minimum royalties

payable in periodic installments We expect to continue leasing these reserves until future development is

feasible Our reserve holdings attributable to Wabash at December 31 2012 were 28.3 million tons

Although our coal leases have varying renewal terms and conditions they generally last for the economic

life of the reserves According to our current mine plans any leased reserves assigned to currently active

operation will be mined during the tenure of the applicable lease Because the great majority of our leased or

owned properties and mineral rights are covered by detailed title abstracts prepared when the respective

properties were acquired by predecessors in title to us and our current lessors we generally do not thoroughly

verify title to or maintain title insurance policies on our leased or owned properties and mineral rights
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NAPP

West Powder River Basin

Virginia West

Virginia Kentucky

Pennsylvania

Wyoming

Total Recoverable

Reserves Proven

PrObable

2830.7

940.4

771.5

4542.6

2830.7 1985.8 625.9

940.4 110.2 47.2

771.5 771.5

4542.6 2867.5 673.1

63% 15%

28.3

4570.9 2867.5

63%

Proven Probable

Reserves Reserves

1861.6 969.1

593.8 346.6

752.9 18.6

3208.3 1334.3

71% 29%

The following table summarizes by location our proven and probable coal reserves asof December 31

2012

Coal Basin

Reportable

Segment
_______________________________ Location

East CAPP Virginia West Virginia

Kentucky

NAPP Pennsylvania

West Powder River Basin Wyoming

Totals from active operations

Percentages from active operations

N/A Illinois Basin Illinois

Total from all operations

Percentage from all operations

28.3 20.3 8.0

45709 32286 13423

71% 29%

East CAPP

The following table provides the quality sulfur content and average Btu content per pound of our proven

and probable coal reserves by location as of December 31 2012

Recoverable
Sulfur Content Average BTU

Reportable ReservesProyen 1.0%

Segment Coal Basin Location Probable 1% 1.5% 1.5% 12500 12500

N/A Illinois Basin

Totals from active operations

Percentages from active operations

Illinois

219.0

783.0

1002.0

22%

Total from all operations

Percentage from all operations

2293.2 5375

844.7 95.7

771.5

3137.9 1404.7

69% 31%

28.3 28.3

673.1 1030.3 3137.9 1433.0

15% 22% 69% 31%

The following table summarizes by location the tonnage of our col reserves that is assigned to our

oprating mines our property interest in those reserves and whether the reserves consist of steam or metallurgical

coal as of December 31 2012

Recoverable

Reserves

Reportable Proven
ons ons

Segment Coal Basin Location Probable Assigned Unassigned Owned Leased Coal Type

In millions of tons

East CAPP Virginia West

Virginia Kentucky

NAPP Pennsylvania

West Powder River Basin Wyoming

Total from active operations

Percentage from active operatioi

N/A Illinois Basin Illinois

Total from all operations

Percentage from all operations

28307 13925 14382 2590 25717

940.4 180.9 759.5 451.6 488.8

771.5

4542.6

Steam and

Metallurgical

Steam and

Metallurgical

Steam771.5

2344.9

52%

2344.9

51%

39.8 731.7

2197.7 750.4 3792.2

48% 17% 83%

28.3

4570.9

28.3

2226.0

49%

Recoverable reserves represent the amount of proven and probable reserves that can actually be recovered

taking into account all mining and preparation losses involved in producing saleable product using

28.3 Steam

750.4 3820.5

17% 83%
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existing methods under current law The reserve numbers set forth in the table exolude reserves for which

we have leased our mining rights to third parties Reserve information reflects coal moisture factor on an

as received basis which means measuring coal in its natural state and not after it has dried in laboratory

setting We have measured alLreserves on an as received basis This moisture factor on our delivered coal

can vary depending on the quality of coal and the processing requirements

Assigned reserves represent recoverable coal reserves that can be mined without significant capital

expenditure for mine development whereas unassigned reserves will require significant capital expenditures

to mine the reserves

Almost all of our reserves that we currently market as metallurgical coal also possess quality characteristics

that would enable us to market them as steam coal

The Wabash mine an idled room-and-pillar operation located in Wabash County Illinois has been on

long-term idled status since April 2007 Idled facilities at Wabash include preparation plant and rail

loading facility on the Norfolk Southern Railway If conditions warrant the mine could be re-opened with

less capital investment than would be required to develop new underground mine
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The following map shows the locations Of Alphas shipping points as of December 31 2012
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CENTRAL APPALACHIA
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See Item Business for additional information regarding our coal operations and properties



Item Legal Proceedings

For description of the Company legal proceedings see Note 21 to the Consolidated Financial Statements

contained elsewhere in this Annual Report on Form 10 which is incorporated herein by reference

Item Mine Safety Disclosures

Information concerning mine safety violations or other regulatory matters required by Section 1503a of the

Dodd-Frank Wall Street Reform and Consumer Protection Act and Item 104 of Regulation S-K is included in

Exhibit 95 to this Annual Report on Form 10
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PART II

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of

Equity SecuritiŁ

The initial public offering of Old Alphas common stock occurred on February 15 2005 and its common
stock was then listed on the New York Stock Exchange under the symbol ANR There was no public market

for the common stock of Old Alpha prior to this date On July 31 2009 after the Foundation Merger the

common stock of Foundation the surviving company of the Foundation Merger which was renamed Alpha
Natural Resources Inc replaced the common stock of Old Alpha on the New York Stock Exchange listing under

the symbol ANR and the Companys common stock has since continued to trade under the symbol ANR

Price range of our common stock

The following table sets forth for the periods indicated the high and low sales prices per share of our

common stock reported in the New York Stock Exchange consolidated tape

2012
High Low

First Quarter $23.68 $14.54

Second Quarter $17.30 7.46

Third Quarter 9.74 5.28

Fourth Quarter $10.17 6.22

2011
High Low

First Quarter $68.05 $49.58

Second Quarter $61.66 $40.65

Third Quarter $47.25 $17.65

Fourth Quarter $29.29 $15.49

As of December 31 2012 there were 5693 registered holders of record of our common stock The transfer

agent and registrar for our common stock is Computershare Trust Company N.A

Dividend Policy

We do not presently pay dividends on our common stock Our Board of Directors periodically evaluates the

initiation of dividends

Equity Compensation Plan Information

The section of our Proxy Statement entitled Equity Compensation Plan Information is incorporated herein

by reference

Stock Performance Graph

The following stock performance graph compares the cumulative total return to stockholders on an annual

basis on our common stock with the cumulative total return to stockholders on an annual basis on four indices

the SP 500 Index the SP 400 Index the Russell 3000 Index and the Bloomberg US Coal Index In addition

the stock performance graph includes the dates of the Foundation Merger July 31 2009 and the Massey

Acquisition June 2011

The graph assumes that

you invested $100 in Old Alpha common stock and in each index at the closing price on December 31
2007
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all dividends were reinvested and

you continued to hold your investment through December 31 2012

You àrecautioned against thawing ani conclusions from the data contained in this graph as pastresults are

not necessarily indicative of future performance The indices used are included for comparative purposes only

and do nOt indicate an opinion Of managethentthat such indices arnecessarily an appropriate measure of the

relative performance of our stock

COMPARISONOF YEAR CUMULATIVE TOTAL RETURN
Among Alpha Natural Resources Inc The SP 500 Index The SP 400 Index

the Russell 3000 Index And The Bloomberg US Coal index

$100

$50

Alpha Natural Resources SP 500 SP 400

Bloomberg US Coal Index

$loO invested on 12/31/Olin stock or index including reinvestment of dividends

Fiscal year ending December 31

12/31/2007 12/31/2008 7/31/2009 12/3112009 12/31/2010 6/112011 12/31/2011 12/31/2012

$100.00 $49.85 $102.56 $133.56 $184.82 $164.41 62.90 29.99

$100.00 $61.51 67.25 75.94 85.65 89.53 85.65 97.13

$100.00 $62.72 73.18 84.67 $105.72 $113.65 $102.44 $118.0

$100.00 $61.30 67.89 76.91 88.26 92.65 87.44 99.66

$10000 $3103 4030 5493 7274 6966 3874 2735

The SP 400 Index has been included above as our stock was moved from the SP 500 Index to the SP
400 Index during 2012

$200

$150

$0

12/31/07 12/31/08 7/31/09 12/31/09 12/31110 6/1/11 12/31/11 12/31/12

-0- Russell 3000

Alpha Natural Resources

sp 500

SP400
Russell 3000

Bloomberg US Coal Index
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Repurchase of Common Stock

On May 19 2010 the Board of Directors authorized share repurchase program which permitted us to

repurchase up to $125 million of our outstanding common stock par value $0.01 per share Shares The

program enabled us to repurchase Shares from time to time as market conditions warrant The program was

completed during 2011 On August 22 2011 the Board of Directors authorized an additional share repurchase

programwhich permits us to repurchase up to $600 million of Shares from timeto time as market conditions

warrant

The following table summarizes information abOUt shares of ommowstock that were repurchased during

the fourth quarter of 2012

Total Number of Approximate
Shares Dollar Value of

Purchased as Shares that May
Part of Publicly Yet Be

Announced Purchased

Total Number of Share Under the

Shares Average Price Repurchase Programs 000s
Purchased Paid per Share Programs omitted

October 2012 through October 31 2012 4318 $7.48 $500002

November 2012 through November 30 2012 43167 $8.83 $500002

December 2012 through December 31 2012 12469 $8.69 $500002

59954 $500002

In November 2008 the Board of Directors authorized us to repurchase common shares from employees to

satisfy the employees minimum statutory tax withholdings upon the vesting of restricted stock and

performance shares During the three months ended December 31 2012 the Company issued 157717

shares of common stock to employees upon vesting of restricted stock and restricted stock units and

repurchased 59954 shares of common stock to satisfy the employees minimum statutory tax withholdings

On August 22 2011 the Board of Directors authorized the company to repurchase up to $600 million of

common shares Under this program we may repurchase shares from time to time on the open market or in

privately negotiated transactions including structured or accelerated transactions at prevailing prices as

permitted by securities laws and other legal requirements and subject to market conditions and other

factors To facilitate repurchases we make purchases pursuant to one or more trading plans under

Rule 10b5-1 of the Exchange Act which allow us to repurchase shares during periods when we otherwise

might be prevented from doing so under insider trading laws or because of self-imposed trading blackout

periods This program may be discontinued at any time

We cannot estimate the number of shares that will be repurchased because decisions to purchase are based

on company outlook business conditions and current investment opportunities

Item Selected Financial Data

The following table presents selected financial and other data for the most recent five fiscal penods The

selected financial data as of December 31 2012 and 2011 and for the years ended December 31 2012 2011 and

2010 have been derived from the audited Consolidated Financial Statements and related Notes thereto of Alpha

Natural Resources Inc and subsidiaries included elsewhere in this Annual Report on Form 10-K You should

read the following table in conjunction with the Consolidated Financial Statements and related Notes thereto and

Managements Discussion and Analysis of Financial Condition and Results of Operations included elsewhere

in this Annual Report on Form 10-K

On July 31 2009 Alpha Natural Resources Inc Old Alpha and Foundation Coal Holdings Inc

Foundation merged the Foundation Merger with Foundation continuing as the surviving legal corporation

of the Foundation Merger which was renamed Alpha Natural Resources Inc Alpha For financial accounting

purposes the Foundation Merger was treated as reverse acquisition and Old Alpha was treated as the
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Statements of Operations Data

Revenues

Coal revenues

Freight and handling revenues

Other revenues

Total revenues

Costs and expenses

Cost of coal sales exclusive of items shown

separately below
Gain on sale of coal reserves

Freight and handling costs

Other expenses

Depreciation depletion and amortization

Amortization of acquired intangibles net

Selling general and administrative expenses

exclusive of depreciation and

amortization shown separately above

Asset impairment and restructuring

Goodwill impairment

Total costs and expenses

Income loss from operations

Other income expense
Interest expense

Interest inccme

Gain loss on early extinguishment of debt

Gain on termination of Cliffs merger net

Miscellaneous income expense net

Total other expense incomenet

Income loss from continuing

operations before income taxes

Income tax expense benefit

Income loss from continuing

operations

Alpha Natural Resources Inc and Subsidiaries

Years Ended December 31

2012 2011u 2010 2009 2008

In thousands

6015696 $6189434 $349747 $2210629 $2140367

761928 662238 332559 189874 279853

197260 256009 86750 95004 48533

6974884 7107681 3917156 2495507 2468753

5004516 5080921

761928 662238

45432 142709

1037575 770769

70338 114422

209788 382250 180975 170414

1068906

1713526 802337

9771333 7726802 3743545 2378212
_________

2796449 619121 173611 117295
_________

198147 141914 73463 82825 39812

3373 3978 3458 1769 7351

773 10026 1349 5641 14702
56315

3306 635 821 3186 3834

190695 147327 72175 83511 5318

2987144 766448 101436 33784 250841

549996 35906 4218 33023 52242

$2437148 730542 97218 66807 198599

accounting acquirer Accordingly Old Alphas financial statements became the financial statements of Alpha

and Alphas periodiØ filings subsequent.to the Foundation Merger reflect Old Alphas historical financial

condition and results of operations shown for comparative purposes Old Alphas results of operations forthe

year ended December 31 2008 do not include financial results for Foundation For the year ended December 31

2009 Foundation financial results are included for the five month penod from August 2009 through

December 31 2009

On June 2011 we completed our acquisition of Massey Energy Company Massey Ourconsolidated

results of operations for the year
ended December 31 2011 include Masseys results of operations for the period

June 2011 through December 31 2011 Our consolidated results of operations for the years ended

December 31 2010 2009 and 2008 do not include amounts related to Masseys results of operations

The results of operations for the historical periods included in the following table are not necessarily

indicative of the results to be expected for future periods In addition see Item 1A Risk Factors of this Annual

Report on Form 10-K for discussion of risk factors that could impact our future results of operations

2566825

332559

65498
370895

226793

1616905 1627960

12936
189874 279853

21016 91461

252395 164969

127608

71923

2223230

245523
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Years Ended December 31

Earnings Loss Per Share Data

Basic earnings loss per common share

Income loss from continuing operations attributable to Alpha

Natural Resources Inc

Loss from discontinued operations attributable to Alpha Natural

Resources Inc

Net income loss per basic share attributable to Alpha Natural

Resources Inc $11.06 $4.06 0.80 0.64 2.42

Diluted earnings loss per common share

Income loss from continuing operations attributable to Alpha
Natural Resources Inc $l1.06 $4.06 0.80 0.73 2.83

Loss from discontinued operations attributable to Alpha Natural

Resources Inc 0.01 0.10 0.47

Net income loss per diluted share attributable to Alpha Natural

Resources Inc $1l.06 $4.06 0.79 0.63 2.36

Balance sheet data at period end
Cash and cash equivalents

Working capital

Total assets

Notes payable and long-term debt

including current portion net

Stockholders equity

Statement of cash flows data

Net cash provided by used in
Operating activities

Investing activities

Financing activities

Capital expenditures

465869

592403

$5120343

_________
676190

_________
729829

_________
$1709838

790253 451315

$2591289 795692

EBITDA from continuing operations is calculated as follows unaudited in thousands

Income loss from
continuing operations

Interest
expense

Interest income

Income tax expense benefit

Depreciation depletion and amortization

Amortization of acquired intangibles net

EB1TDA from continuing operations

Years Ended December 31

2012 2011y 2010 2009 2008

in thousands

$730542 97218 66807

141914 73463 82825

3978 3458 1769
35906 4218 33023
770769 370895 252395

__________ 114422 226793 127608 _______

__________
27835 $769129 $494843

________

2012 2011 2010 2009 2008

$11.06 $4.06 $0.81 74 2.90

0.01 0.10 0.48

Years Ended December 31

2012 2011u 2010 2009
--

2008

In thousands

730723

1110614

$13089806

3386052

4967815

518419

672976

299398

402377

585882

638827

$16594045

2968081

7375044

686637

1147007

491480

528586

554772

928691

$5179283

754151

$2656036

693601

508497

96201

308864

356220

281810

284731

187093

458043

77625

241407

137751

$2437 148
198147

3373
549996

1037575

70338

$1825133

$198599

39812

7351
52242

164969

$448271
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Other revenues for 2011 include $127.2 million related to derivative contracts accounted for at fair value

Other revenues for 2009 include $18.1 million for the modification of coal supply agreement

Asset impairment and restructuring charges were recorded 1unng 2012 See Note to the Consolidated

Financial Statements included elsewhere in this Annual Report on Form 10-K

Goodwill impairment charges were recorded during 2012 See Note to the Consolidated Financial

Statements included elsewhere in this Annual Report on Form 10-K

Income from continuing operations for 2011 includes the following significant amounts from the Massey

Acquisition Total revenues-$1 .9 billion Cost of coal sales-$1.9 billion Depreciation depletion and

amortization-$397.7 million and Amortization of acquired intangibles net-$216.2 million Income from

continuing operations for 2009 includes the following significant amounts from the Foundation Merger

Total revenues-$7 16.8 million Cost of coal sales-$467.5 million Depreciation depletion and amortization-

$101.4 million and Amortization of acquired intangibles net-$ 127.6 million See Note to the

Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K

Total assets as of December 31 2011 included the impact of the addition of the following significant assets

acquired in the Massey AcqUisition $6.4 billion of owned and leased mineral rights $1.7 billion of property

and equipment and $2.7 billion of goodwill Total ªssetsas of December 312009 included the impact of

the addition of the following significant assets acquired in the Foundation Merger $1.8 billion of owned and

leased mineral rights $716.7 million of property and equipment $529.5 million ofcoal supply agreements

and $361.9 million of goodwill See Note to the Consolidated Financial Statements included elsewhere in

this Annual Report on Form 10-K

Long-term debt including current portion and debt discount as of December 31 2011 includes

$628.2 million net of debt discount assumed in the Massey Acquisition Long-term debt including current

portion and debt discount as of December 31 2009 includes $595.8 million net of debt discount assumed

in the Foundation Merger See Note to the Consolidated Financial Statements included elsewhere in this

Annual Report on Form 10

Stockholders equity as of December 31 2011 includes approximately $5 billion related to the issuance of

common shares and other equity consideration for the Massey Acquisition Stockholders equity as of

December 31 2009 includes approximately $1 billion related to the issuance of common shares and other

equity consideration related to the Foundation Merger See Note to the Consolidated Financial Statements

included elsewhere in this Annual Report on Form 10-K

EBITDA from continuing operations is defined as income loss from continuing operations attributable

plus interest expense income tax expense benefit depreciation depletion and amortization and

amortization of acquired intangibles net less interest mcome EBITDA from continuing operations is

non-GAAP measure used by management to measure operating performance and management also believes

it is useful indicator of our ability to meet debt service and capital expenditure requirements Because

EBITDA from continuing operations is not calculated identically by all companies our calculation may not

be comparable to similarly titled measures of other companies

As result of changes to the provisional opening balance sheet of Massey and for certain other immaterial

corrections and reclassifying adjustments the Company adjusted depreciation depletion and amortization

amortization of acquired intangibles net cost of coal sales other expensesother revenues and goodwill

impairment and restated its consolidated balance sheet as of December 312011 and its consolidated results

of operations for the year ending December 31 2011 The Company recorded additional goodwill

impairment of $57012 increased its net loss before income taxes by $50131 and increased its net loss by

$53i52fortheyearendedDecember3l2011
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Item Managements Discussionand Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with our Consolidated Financial

Statements and related Notes thereto included elsewhere in this Annual Report on Form 10

Explanatory Note

OnJune 2011 we completed our acquisition the Massey Acquisition of Massey Energy Company
Massey Masseytogether with its affiliates was major U.S coal producer operating mines and associated

processing and loading facilities in Central Appalachia Our consolidated results of operations for the year ended

December 31 2011 include Masseys results of operations for the period June 2011 through December 31
2011 Our consolidated results of operations for the year ended December 31 2010 do not include amounts

related to Masseys results of operations See Note to the Consolidated Financial Statements included

elsewhere in this Annual Report on Form 10-K for additional information regarding the Massey Acquisition

Prior to the finalization of the purchase price allocation we recorded adjustments to the provisional opening

balance sheet and certain immaterial corrections Adjustments were made primarily to reflect corrections to asset

retirement obligations updated estimates of certain tax liabilities updated estimates of certain property values

updated estimates of below market contract liabilities updated estimates for litigation related matters and related

insurance recoveries other miscellaneous adjustments and the deferred tax impact of all adjustments made See

Note to the Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K for

additional information

Overview

We are one of Americas premier coal suppliers ranked third largest among publicly-traded U.S coal

producers as measured by consolidated 2012 revenues of $7 billion We are the nation leading supplier and

exporter of metallurgical coal for use in the steel making process and major supplier of thermal coal to electric

utilities and manufacturing industries across the country as well as growing exporter of thermal coal As of

December 31 2012 we operate 107 mines and 26 coal preparation facilities in Northern and Central Appalachia

and the Powder River Basin with approximately 12 400 employees

We produce process and sell steam and metallurgical cOal from mines and coal preparation facilities

located throughout Virginia West Virginia Kentucky Pennsylvania and Wyoming We also sell coal produced

by others the majority of which we process and/or blend with coal produced from our mines prior to resale

providing us with higher overall margin for the blended product than if we had sold the coals separately Our

sales of steam coal in 2012 2011 and 2010 accounted for approximately 81% 82% and 86% respeôtively of our

annual coal sales volume and our sales of metallurgical coal in 2012 2011 and 2010which generally sells at

premium over steam coal accounted for approximately 19% 18% and 14% respectively of our annual coal

sales volume

Our sales of steam coal during 2012 2011 and 2010 were made primarily to large utilities and indUstrial

customers throughout the United States and our sales of metallurgical coal during 2012 2011 and 2010 were

made primarily to steel companies in the Northeastern and Midwestern regions of the United States and in

several countries in Europe Asia South America and Africa Approximately 42% 44% and 34% of our total

revenues in 2012 2011 and 2010 respectively were derived from sales made to customers outside the United

States primarily in Canada India the Netherlands South Korea and Turkey

In addition we generate other revenues from equipment and parts sales and repair Dry Systems

Technologies equipment and filters road construction rentals commissions coal handling terminal and

processing fees coal and environmental analysis fees royalties and the sale of coalbed methane and natural gas
We also record revenue for freight and handling charges incurred in delivering coal to certain customers for

which we are reimbursed by our customers As such freight and handling revenues are offset by equivalent

freight and handling costs and do not contribute to our profitability
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Our primary expenses
arefor operating supply coSts repair and maintenance expenditures cost of

purchased coal royalties current wages and benefits post-empkiyment benefits freight and handling costs and

taxes incurred in selling our coal Historically our cost of coal sales per ton is lower for sales of our produced

and processed coal than for sales of purchased coal that we do not process prior to resale

We have two reportable segments Eastern Coal Operations and Western Coal Operaiions Eastern Coal

Operations consists of our operations in Northern andCentral Appalachia our coal brokerage activities and our

road construction business Western Coal Operations consists of two Powder RiverBasin mines in Wyoming

Our All Other category
includes an idled underground mine in Illinois expenses

associated with certain closed

mines Dry Systems Technologies revenues and royalties from the sale of coalbed methane and natural gas

extraction equipment sales and repair operations terminal services the leasing of mineral rights general

corporate
overhead and corporate assets and liabilities

Business Developments

in addition to the Massey Acquisition completed on June 2011 recent business developments included

the following

Dunng the twelve months ended December 31 2012 we announced the planned idling of certain mining

operations and preparation plants in our eastern operations and other planned production curtailments as well as

an organizational streamlining The mines impacted are located in Virginia West Virginia Pennsylvania

Kentucky and Wyoming The combination of mine idling production curtailments and mining out of certain

reserves will take place through early 2013 and is expected to reduce 2013 production and shipments by

approximately 17 million to 28 million tons compared to 2012 levels The majority of the reduction will come

frorp higher cost thermal coal operations in the east and production curtailments in the Power River Basin These

reductions will allow us to focus on higher margin products We will continue to evaluate market conditions and

will make further adjustments if market conditions warrant Our reorganization efforts will serve to reduce

overhead while enhancing operational effectiveness as we align our structure to our smaller production footpnnt

As part of our reorganization we established an operational performance group to support the deployment of best

practices across the organization in areas such as operations improvement and preventive maintenance Satellite

offices in Richmond Virginia Denver Colorado Latrobe Pennsylvania and Linthicum Heights Maryland have

been closed and overhead support functions are being consolidated from other locations as well We expect to

achieve overhead savings from the streamlining of field and corporate support
functions which are expected to

be reflected in lower cost of coal sales and selling general and administrative expenses

Dunng the twelve months ended December 31 2012 we tested certain of our long lived assets and goodwill

for impairment We recorded charges for asset impairment of $1 0005 million and goodwill impairment of

$1713.5 milliOn Additionally we recorded severance-related expenses of $33.9 million and $13.6 million for

professional fees Additionally we recorded other restructuring expenses of $2Q.9 million related to reserves for

advanced royalties and deposits which may not be recoverable and liabilities related to certain property leases that

were terminated See Note and Note to the Consolidated Financial Statements included elsewhere in this Annual

Report on Form 10 related to asset impairment
and restructunng expenses

and goodwill impairment respectively

On October 11 2012 we certain of our wholly owned domestic subsidiaries as guarantors and Union

Bank as trustee entered mto third supplemental indenture the Third Supplemental Indenture to the

indenture dated June 2011 the Base Indenture and together with the Third Supplemental Indenture the

75% Senior Notes Indenture The 75% Senior Notes Indenture governs Alpha 75% senior notes due

2018 the 9.75% Senior Notes which were issued on October 11 2012 in an aggregate principal amount of

$500.0 million The 9.75% Senior Notes bear interest at rate of 9.75% per annum payable semi-annually on

Apnl 15 and October 15 of each year beginning on Apnl 15 2013 and will mature on April 15 2018

Additionally in October 2012 pursuant to cash tender offer with respect to our 25% convertible senior

notes we and Alpha Appalachia Holdings Inc formerly Massey repurchased $122 million in aggregate
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principal amount of our outstanding 3.25% convertible senior notes using portion of the net proceeds from the

offering of the 9.75% Senior Notes See Note 12 to the Consolidated Financial Statements included elsewhere in

this Annual Report on Form 10-K

Coal Pricing Trends Uncertainties and Outlook

After period of cyclical weakness in the global metallurgical coal market in the second half of 2012 during

which approximately 30 million tons of uneconomic production was removed from the seabome market

developments are beginning to point to gradual improvement Chinese coking coal imports increased for the full

year 2012 compared to 2011 levels Chinas purchasing managers index PMI has also been rising for several

months Recently tropical storms have hampered activity at Australian ports and disrupted rail shipments

although the impact is not as severe as the extreme weather events witnessed in early 2011

In the Atlantic basin European demand has been muted by economic headwinds Brazil slowed its

importation of coking coal somewhat in 2012 and U.S demand has been generally stable As result for the last

several quarters the Atlanticmarket has been characterized by market weakness andover-supply particularly for

lower quality metallurgical coals Currently the Atlantic basin remains disconnected from Asia where the impact

of production cuts and strengthening demand have begun to spark gradual improvement in the metallurgical coal

market Current spot transactions of Australian metallurgical coal in Asia have reportedly risen above the recent

benchmark pnce and are higher compared to levels expenenced in September of 2012 As the leading

producer of metallurgical coal Alpha expects to be well-positioned to benefit from an eventual recovery the

global metallurgical coal market particularly in the Atlantic

Throughout 2012 the market for domestic steam coal remained challenging due in part to warm winter

low natural gas prices and the long term secular trend of coal fired plant retirements all of which contributed to

reduced coal usage and led to record high inventory levels that peaked in the spring of 2012 As natural gas

prices have increased from low levels experienced in the early part of 2012 coal has recovered some of its

market share that was lost with the low natural gas pnces As result of the increased usage of coal in the second

half of the year along with domestic production cuts during 2012 utility inventories have started to retreat but

remain elevated as of the end of the year

The Energy Information Administration ETA 2013 Annual Energy Outlook Early Release forecasts that

coal fired electrical generation will decrease by an average annual rate of 6% through 2015 The ETA estimates

that electric power generation from coal decreased by 12.7% in 2012 cOmpared to 2011 as low natural gas prices

increased environmental regulation and other factors weighed on coal-fired generation Based on weekly coal

production reporting through December 31 2012 from the ETA year over year Appalachian production

decreased by approximately 9% and western coal production decreased by approximately 0% during 2012

In light of the continuing weakness in the steam coal market Alpha adjusted its shipment levels and

implemented restructuring plan to adjust its operating footprint With respect to the Powder River Basin Alpha
has reduced its planned shipments in the near-term until elevated inventories eventually correct allowing

acceptable profit levels In the East Alphas Pittsburgh seam longwalls with high heat content and relatively

lower costs are expected to be competitive and productive in 2013 Tn Central Appalachia Alpha has idled or

closed number of higher production cost steam coal operations in order to control costs and match supply with

structurally diminished demand that has decreased markedly over the course of 2012 At the same time Alpha
more than doubled its Eastern thermal coal exports in 2012 to nearly six million tons and the Company plans to

continue to expand its export thermal franchise in 2013 and beyond

Our results of
operations are dependent upon the pnces we obtain for our coal as well as our ability to

improve productivity and control costs Principal goods and services we use in our operations include

maintenance and repair parts and services electncity fuel roof control and support items explosives tires

conveyance structure ventilation supplies and lubricants
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Our management strives to aggressively control costs and improve operating performance to mitigate

external cost pressures We have experienced volatility in operating costs related to fuel explosives steel tires

contract services and healthcare and have taken measures to mitigate the increases in these costs at all

operations We have centralized sourcing group for major supplier contract negotiation and administration for

the negotiation and purchase of major capital goods and to support the business units The supplier base has been

relatively stable for many years but there has been some consolidation We are not dependent on any one

supplier in any region We promote competition between suppliers and seek to develop relationships with

suppliers that.focus on lowering our costs We seek suppliers who identify and concentrate on implementing

continuous improvement opportunities within their area expertise To the extent upwar4 pressure on costs

exceeds our ability to realize sales increases or if we experience unanticipated operating or transportation

difficulties our operating margins would be negatively impacted Employee labor costs have hiMoncally

increased pnmanly due to the demands associated with attracting and retaining workforce however recent

stability in the marketplace has helped ease this situation We may also experience difficult.geologic conditions

delaysin obtaining permits labor shortagesunforeseen equipment problems and unexpected shortages of

critical materials such as tires fuel and explosives that may result in adverse cost increases and limit our ability

to produce at forecasted levels

For additional information regarding some of the risks anduncertainties that affect our business see

ItemiARisk.Factors

Results of Operations

EBITDA from continuing operations is calculated as follows

Years Ended December 31

2012 2011 2010

In thousands

Income loss from continuing operations $2 437 148 $730 542 97 218

Interest expense
198 147 141 914 73 463

Interest income 3373 3978 3458
Income tax expense benefit 549996 35906 4218

Depreciation depletion and amortization 037 575 770 769 370 895

Amortization of acquired intangibles net 70 338 114 422 226 793

.EBITDA.from continuing Operations ..$i825j33 27835 $769129

Year EndWd December 31 2012 Compared to Year Ended December31 2011

As noted
previously

the financial results or the year ended December 31 2011 include only seven moniis

of operations related to the acquired Massey operations due to the timing of the closing of the Massey

Acquisition on June 2011 To help understand the operating results for the periods the term Massey

operations refers to the estimated results from former Massey operations for the seven month period from

June 2011 to December 31 2011 and the term Alpha operations refers to the results of Alpha not inclusive

of results from the Massey operations for the twelve months ended December 31 2011

Summary

Total revenues decreased $132.8 million or 2% for the twelve months ended December 31 2012 compared

to the prior year period The decrease in total revenues was due to decreased coal revenues of $173.7 million

decreased other revenues of $58.7 million partially offset by increased freight and handling revenues of $99.6

million The decrease in coal revenues consisted of decreased metallurgical coal revenues of $448.6 million

partially offset by increased steam coal revenues of $274.9 million The increase in freight and handling revenues
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was due primarily to increased average freight rates and increased export shipments The decrease in other

revenues was due primarily to period over period changes in fairvalue of derivative coal contracts offset by

increased contractual settiementrelated revenues

Net loss increased $1706.6 million for thetwelve months ended December 31 2012 compared to the prior

year period The increase was largely due to increased goodwill impairment expense of $911.2 million asset

impairment and restructuring expense of $1068.9 million increased otherexpense net of $43.4 million

decreased coal and other revenues discussed above partially offset by increased tax benefits of $514.1 million

and decreased certain operating costs and expenses whith are described below of $35.2 million

The decrease in certain operating costs and expenses of $35.2 million consisted of decreased selling general

and administrative expensesof $172.5 million or 45% decreased other expenses of $97.2 million or 68%
decreased cost of coal sales of $76.4 million or 2% partially cffset by increased depreciation depletion and

amortization expenses of $266.8 million or 35% anddecreased credits to expense for amortization of acquired

intangibles net of $44.1 million or 39%

Coal sales volumes increased 2.5 million tons for the twelve months ended December 31 2012 compared to

the prior year period The increase in coal sales volumes was due to increaes of 4.6 million and 1.1 million tons

of eastern steam and metallurgical coal respectively and decrease of 3.2 million tons of western steam coal

The increase in eastern steam and metallurgical coal was due primarily to the inclusion of the Massey operations

for the full twelve month period in 2012

The average coal sales realization
per ton for the twelve months ended December 31 2012 was $55.29

compared to $58.22 in the prior year period decrease of $2.93 per ton or 5% The decrease was largely

attributable to $3O83 per ton or 19% decrease in metallurgical average
coal sales realization per ton The

average coal sales realization
per ton for metallurgical coal and eastern steam coal was $131.02 and $65.92

respectively for the twelve months ended December 31 2012 compared to $161 85 and $66 92 respectively in

the pnor year penod The average coal sales realization per ton for western steam coal was $12 94 for the twelve

months ended December 31 2012 compared to $11.95 in the prior year period

Consolidated coal margin percentage calculated as consolidated coal revenues less consolidated cost of coal

sales excluding cost of coal sales in our All Other segment divided by consolidated coal revenues was 18% for

the twelve months ended December 31 2012 compared to 19% in the wOr year period Coal margin percentage

for our Eastern and Western Coal Operations as 18% and 22% respectively for the twelve moriths ended

December 31 2012 compared to 19% and 16% respectively in the prior year period Consolidated coal margin

per ton calculated as consolidated coal sales realization
per ton less consolidated cost of coal sales per ton was

$10.01 for the twelve months ended Deceffiber3 2012 compared to $F1 .08 inthe prior yearperiod coal

margin per ton for our Eastern and Western Coal Operations was $15.42 and $2.84 respectively for the twelve

months ended December 31 2012 compared to $19 16 and $1 96 respectively in the pnor year penod
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Revenues

Coal revenues

Eastern steam

Western steam

Metallurgical

Freight and handling revenues

Other revenues

Total revenues

Tons sold

Eastern steam

Western steam

Metallurgical

Total

Coal sales realization per ton

Eastern steam

Western steam

Metallurgical

Average

$2755474 $2488729 $266745 11%

604880 596724 8156 1%

655 342 103 981 448 639 14%
761928 662238 99690 15%

197260 256009 58749 23%

$6974884 $7107681 $132797 2%

41797 37192 4605 12%

46732 49949 3217 6%
20267 19177 1090 6%

108796 106318 2478 2%

65.92 66.92 1.00 1%
12.94 1L95 0.99 8%

131 02 161 85 30 83 19%
55 29 58 22 93 5%

Coal revenues Coal revenues decreased $173.7 million or 3% for the twelve months ended December 31

2012 compared to the prior year period The decrease in coal revenues consisted of decreased metallurgical coal

revenues partially offset by increased eastern and western steam coal revenues

The increase in eastern steam coal revenues was largely due to increased tons shipped due to the inclusion

of the Massey operations for the full twelve month period in 2012 partially offset by slightly lower ayerage
coal

sales realizations per ton Total eastern steam coal shipments increased million tons which consited of

increased export shipments of 4.1 million tons or 225% and increased domestic shipments of 0.5 million tons

or 2% compared to the prior year period Total eastern steam coal revenues increased $266.7 million or 11%

which consisted of increased export coal revenUes of $251.5 million or 23% and increased domestic coal

revenues of $15.2 million or 1% compared to the prior year period

The decrease in metallurgical coal revenues was largely due to lower average coal sales realizations per toi

partially offset by increased tons shipped due to the inclusion of the Massey operations for the full twelve month

period in 2012 Total eastern metallurgical coal shipments increased 1.1 million tons which consisted of

increased export shipments Of 1.2 million tons or 8% partially offset by decreased domestic shipments of

0.1 million tons or 1% compared to the prior year period Total eastern metallurgical coal revenues decreased

$448.6 million or 14% which consisted of decreased export coal revenues of $474.3 million or 20% partially

offset by increased domestic coal revenues of $25 million or 3% compared to the pnor year penod

The increase in western steam coal revenues was due to an increase of $0.99 or 8% in average coal sales

realization Western coal sales volUmes decreased 3.2 million tons compared to the prior year period largely due

to lower utility customer demand resulting from natural gas switching and lower electrical generation

Our sales mix of metallurgical coal and steam coal based on volume was 19% and 81% respectively for the

twelve months ended December 31 2012 compared with 18% and 82% inthe prior year period Our sales mix of

metallurgical coal and steam coal based on coal revenues was 44% and 56% respectively for the twelve months

ended December 31 2012 compared with 50% for each in the prior year period

Years Ended December 31 Increase Decrease

2012 2011 $or Tons

Amounts in thousands except per ton data
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Freight and handling Freight and handling revenues and costs were $761.9 million for the twelve months

ended December 31 2012 an increase of $99.6 million or 15% compared to the prior year period The increase

was primarily due to increased export volumes and increased
average freight rates compared to the prior year

period

Other Other revenues decreased $58 million or 23% and other expenses decreased $97 million or

68% for the twelve months ended December 31 2012 compared to the prior year period resulting in net

increase to income from operations of $38.5 million The net increase was due primarily to increased contractual

settlement related income of $140 million partially offset by $123 million decrease penod over penod in

the change in fair value and settlements of derivative coal contracts

Costs and Expenses

Years Ended December 31 Increase Decrease

2012 2011

Amounts in thousands except per ton data

Costs and expenses

Cost of coal sales exclusive of items shown separately below

Freight and handling costs

Other expenses

Depreciation depletion and amortization

Amortization of acquired intangibles net

Selling general and administrative expenses exclusive of

depreciation and amortization shown separately above
Asset impairment and restructuring

Goodwill impairment
_________ _________ _________

Total costs and expenses
__________

Cost of coal sales per ton

Eastern coal operations

Western coal operations

Average

Cost of coal sales per ton includes only costs associated with our Eastern and Western Coal Operations

Cost of coal sales Cost of coal sales decreased $76.4 million or 2% for the twelve months ended

December 31 2012 compared to the prior year period The decrease in cost of coal sales was due primarily to

decreased merger-related expenses reduction of.tpproximate1y $154.4 million in estimated asset retirement

obligations arising largely from changes in engineering estimates of future water treatment costs at closed mines

including the impacts of evolving treatment technologies and maturing treatment plans benefits-related accrual

reversal of $42.1 million and decreased purchased coal expenses partially offset by increased costs due to the

inclusion of the Massey operations for the full twelye month period in 2012 and increased costs related to

regulatory compliance including the impacts of MSHA and environmental compliance Cost of coal sales for the

twelve months ended December 31 2012 included approximately $31.5 million of
expenses related to closed

mine and approximately $34.7 million of merger-related expenses primarily related to contract matters

Comparatively cost of coal sales for the twelve months ended December 31 2011 included approximately

$193.5 million of merger-related expenses related to severance and stock compensation expenses and the fair

value adjustments made in acquisition accounting to Masseys beginning inventory approximately $40.9 million

of expenses related to closed mine approximately $37.1 million related to changes in asset retirement

obligation estimates for future water treatment costs at closed mines and approximately $8.0 million of
expenses

related to mineral lease terminations

$5004516 $5080921 76405 2%
761928 662238 99690 15%

45432 142709 97277 68%
1037575 770769 266806 35%

70338 114422 44084 39%

209788 382250 172462 45%
1068906 1068906 NM
1713526 802337 911189 114%

$9771333 $7726802 $2044531 26%

7176 8006 830 lO%
10.10 9.99 0.11 1%

45 28 47 14 86 4%
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Depreciation depletion and amortization Depreciation depletion and amortization increased

$266.8 million or 35% for the twelve months ended December 31 2012 compared to the prior year period The

increase in depreciation depletion and amortization expenses was pnmanly due to the inclusion of the Massey

operations for full twelve months including the fair value adjustments made in acquisition accounting to

property equipment and owned and leased mineral rights

Amortization of acquired intangibles net Amortization of acquired intangibles net includes the

amortization of above and below market coal contracts mining permits and other intangible assets assumed in

prior acquisitions Amortization expense for above market contracts decreased $73 million compared to the

prior year period and amortization credits for below market contracts decreased $110 million compared to the

prior year period Amortization of permits and other intangible assets increased $7 million compared to the

prior year period due to the inclusion of amortization expense for full twelve month period in 2012 compared to

seven months in 2011 Amortization of acquired intangibles net for the next five years is estimated to be

$2.0 million $42.9 million $30.9 million $21.8 million and $4.7 million

Selling general and administrative expenses Selling general and administrative expenses decreased

$172.5 million or 45% for the twelve months ended December 31 2012 compared to the prior year period

Selling general and administrative expenses decreased primarily due to decreased stock compensation expenses

associated with performance-based awards and decreased merger-related expenses For the twelve months ended

December 31 2012 selling general and administrative expenses included approximately $11.4 million in

merger-related expenses primarily related to professional fees and severance The same period in 2011 included

approximately $164.0 million in merger-related expenses primarily related to professional fees for legal and

transaction services severance and stock compensation and bridge loan fees incurred in connection with the

Massey Acquisition

Asset impairment and restructuring See Business Developments Critical Accounting Policies and Note to

the Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K

Goodwill impairment See Business Developments Critical Accounting Policies and Note to th

Consolidated Financial Statements included elsewhere in this Annual Report on Form 10

Interest expense Interest expense increased $56 million or 40% during the twelve months ended

December 31 2012 compared to the prior year period primarily due to larger average outstanding balance of

debt during the period as result of the debt assumed in the Massey Acquisition the financing transactions that

were completed in June 2011 and the issuance of 9.75% senior notes in October 2012 See Liquidity and Capital

Resources and Note 12 to the Consolidated Financial Statements included elsewhere in this Annual Report on

Form 10-K

Income tax benefit Income tax benefit from continuing operations of $550.0 million was recorded for the

twelve months ended December 31 2012 on loss from continuing operations before income taxes of

$2987.1 million which equates to an effectjve tax benefit rate of 18.4% The rate is lower than the federal

statutory rate of 35% primarily due to the non-deductible goodwill impairment and changes in valuation

allowances partially offset by the impact of the percentage depletion deduction state taxes and state

apportionment change net of federal tax impacts

Income tax benefit from continuing operations of $35.9 million was recorded for the twelve months ended

December 2011 on loss from continuing operations before income taxes of $766.4 million which equates to

an effective tax benefit rate of 4.7% The rate is lower than the federal statutory rate of 35% primarily due to the

non-deductible goodwill impairment partially offset by the impact of percentage depletion deductions See Note

17 to the Consolidated Financial Statements included elsewhere in this Annual Report on Form 10-K
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Segment Analysis

The
price

of coal is influenced by many factors that vary by region Such factors include but are not limited

to coal quality which includes energy heat content sulfur ash volatile matter and moisture content

transportation costs regional supply and demand available competitive fuel sources such as natural

gas nuclear or hydro and production costs which vary by mine type available technology and equipment

utilization productivity geological conditions and mine operating expenses

The energy content or heat value of coal is significant factor influencing coal prices as higher energy coal

is more desirable to consumers and typically commands higher pnce in the market The heat value of coal is

commonly measured in Bntish thermal units or the amount of heat needed to raise the
temperature

of one pound

of water by one degree Fahrenheit Coal from the Eastern and Midwest regions of the United States tends to have

higher heat value than coal found in the Western United States

Powder River Basin coal with its lower energy content lower production cost and often greater distance to

travel to the consumer typically sells at lower price than Northern and Central Appalachian coal that has higher

energy content and is often located closer to the end user

Years Ended December 31 Increase Decrease

2012 2011 Tonsl$ Percent

In thousands except per ton data

Western Coal Operations

Steam tons sold 46732 49949 3217 6%
Steam coal sales realization per ton 12.94 11.95 0.99 8%

Total revenues 611329 602157 9172 2%

EBITDA from continuing operations 65153 74891 9738 13%

Eastern Coal Operations

Steam tons sold 41797 37192 4605 12%

Metallurgical tons sold 20267 19177 1090 6%

Steam coal sales realization per ton 65 92 66 92 00 1%
Metallurgical coal sales realization per ton 131.02 161.85 30.83 19%
Total revenues 6290289 $6423805 133516 2%
EBITDA from continuing operations $1807 515 143 649 $1951 164 358%

Western Coal OperationsEBITDA from continuing operations decreased $9.7 million for the twelve

months ended December 31 2012 compared to the prior year period The decrease was due primarily to goodwill

impairment and restructuring expenses of $53.3 million and $0.8 million respectively partially offset by

increased coal and other revenues of $9.2 million decreased selling general and administrative expenses
of $9.4

million and decreased cost of coal sales of $27.2 million

The increase in coal and other revenues consisted of increased coal revenues of $8.2 million and increased

other revenues of $1 million The increase in coal revenues was due to higher average coal sales realization per

ton compared to the prior year period Tons shipped decreased 3.2 million or 6% compared to the prior year

period

The decrease in cost of coal sales was primarily due to decreased supplies and maintenance costs decreased

outside services and benefits-related accrual reversal partially offset by increased sales-related variable costs

due to the increase in coal revenues Average coal sales realization per ton increased $0.99 or 8% and cost of

coal sales per ton increased $0.11 resulting in an increase to coal margin per ton of $0.88 or 45%

Eastern Coal OperationsEBITDA frOm continuing operations decreased $1951.2 million for the twelve

months ended December 31 2012 compared to the prior year period The decrease was largely due to increased

goodwill impairment expense of $857.9 million asset impairment and restructuring expenses of $1034.0 million
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and decreased coal and other revenues of $232.2 million partially offset by decreased cost of coal sales of $59.1

million decreased other expense of $95.1 million and decreased selling general and administrative expenses
of

$11.5 million

The decrease in coal and other revenues consisted of decreased coal revenues of $181.9 million and

decreased other revenues of $50.3 million The decrease in coal revenues consisted of decreased metallurgical

coal revenues of $448.6 million partially offset by increased steam coal revenues of $266.7 million The increase

in other revenueswas due primarily to increased contractual settlement related income partially offset by

decreased period over period change in fair value of derivative coal contracts

The increase in eastern steam coal revenues was largely due to increased tons shipped due to the inclusion

of the Massey operations for the full twelve month period in 2012 partially offset by slightly lower average coal

sales realizations per ton Total eastern steam coal shipments increased 4.6 million tons which consisted of

increased export shipments of 4.1 million tons or 225% and incread domestic shipments of 0.5 million tons

or 2% compared to the prior year period Total eastern steam coal revenues increased $266.7 million or 11%

which consisted of increased export coal revenues of $251.5 million or 233% and increased domestic coal

revenues of $15.2 million or 1% compared to the prior year period Coal sales realization per ton for eastern

steam export sales was $61 44 per ton compared to $6000 per ton in the prior year period and coal sales

realization
per ton for eastern steam domestic sales was $66 65 per ton compared to $67 27 per ton in the pnor

year penod

The decrease in metallurgical coal revenues was largely due to lower average coal sales realizations per ton

Metallurgical coal shipments increased million tons which consisted primarily of increased export

shipments compared to the
prior year period Total metallurgical coal revenues decreased $448 million or

14% which consisted of decreased export metallurgical coal revenues of $474 million or 20% partially offset

by increased domestic metallurgical coal revenues of $25 million or 3% compared to the prior year period

Coal sales realization per ton for eastern metallurgical export sales was $122 18 per ton compared to $165 53 per

ton in the prior year period and coal sales realization per ton for eastern metallurgical domestic sales was

$158 78
per ton compared to $151 36 per ton in the prior year period

The decrease in cost of coal sales was due primarily to decreased merger-related expenses reduction of

approximately $153.9 million in estimated asset retirement obligations arising largely from changes in

engineering estimates of future water treatment costs at closed mines including the impacts of evolving

treatment technologies and maturing treatment plans benefits-related accrual reversal of $39 million and

decreased purchased coal expenses partially offset by increased costs due to the inclusion of the Massey

operations for the full twelve month period in 2012 and increased costs related to regulatory compliance

including the impacts of MSHA and environmental compliance Cost of coal sales for the twelve months ended

December 31 2012 included approximately $31 million of expenses related to closed mine and

approximately $34.7 million of merger-related expenses primarily related to contract matters Comparatively

cost of coal sales for the twelve months ended December 31 2011 included approximately $40.9 million of

expenses
related to closed mine and approximately $j88.2 million of merger-related expenses related to

severance and stock compensation expenses and the fair value adjustments made in acquisition accounting to

Massey beginning inventory $37 million related to increases in asset retirement obligation estimates for

future water treatment costs at closed mines and approximately $8.0 million of expenses
related to mineral lease

terminations

Average coal sales realization per ton decreased $12.04 or 12% while cost of coal sales per ton decreased

$8.30 resulting in decrease to coal marginper ton of $3.74 or 20% The decrease in ayerage
coal sales

realization per ton was due primarily to decrease in metallurgical coal sales realization per ton The decrease in

cost of coal sales per ton was due primarily to lower volumes of purchased coal and the impact of general cost

control efforts
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Year Ended December 31 2011 Compared to Year Ended December 31 2010

Summary

Total revenues increased $3190.5 million or 81% for the twelve months ended December 31 2011

compared to the prior year period The increase in total revenues was due to increased coal revenues of

$2691.6 million increased freight and handling revenues of $329.6 million and increased other revenues of

$169.3 million The increase in coal revenues consisted of an increase from the Alpha operations of

$813.0 million or 23% and $1878.6 million from the Massey operations The increase infreight and handling

revenues was primarily related to the Alpha operations The increase in other revenues consisted of an increase

$144.4 million or 166% from the Alpha operations and $24.9 million from the Massey operations

Income from continuing operations decreased $827 million for the twelve months ended December 31

2011 compared to the prior year period The decrease was largely due to goothill impairment charge of

$802.3 million increases in certain operating costs and expenses of $2851.3 million increased othçr expenses

net of $75.2 million partially offset by increased coal revenues and other revenues discussed above and

increased tax benefits of $40.1 million

The increase in certain operating costs and expenses of $2851 million was due to increased cost of coal

sales of $2 514 million or 98% increased depreciation depletion and amortization expenses
of $399 million

or 108% increased other expenses
of $77.2 million or 118% increased selling general and administrative

expenses
of $201.3 million or 111% and decreased

expenses
for amortization of acquired intangibles net of

$341.2 million or 150% The increase in cost of coal sales consisted of an increase of $591.2 million or 23%
from the Alpha operations and $1 922 million from the Massey operations Cost of coal sales in 2011 included

$193 million of merger related costs incurred in connection with the Massey Acquisition The increase in

depreciation depletion and amortization expenses was pnmanly due to the inclusion of the Massey operations

including the fair value adjustments made in acquisition accounting to property equipment and owned and leased

mineral nghts The increase in other expenses consisted of an increase of $17 millon or 27% from the Alpha

operations and $59 million from the Massey operations The increase in selling general and administrative

expenses
included $164 million in merger related costs incurred in connection with the Massey Acquisition

The decrease in
expense

for amortization of acquired intangibles net consisted of decrease in amortization

expense of $125.0 million or 55% from the Alpha operations and credit to amortization expense of

$216 million from the Massey operations

We sold 106 million tons of coal dunng the twelve months ended December 31 2011 compared to

84 million tons in the pnor year penod an increase of 21 million tons or 25% The 106 million tons

consisted of 37 million tons of steam coal and 19 million tons of metallurgical coal from our Eastern Coal

Operations and 49 million tons of steam coal from our Western Coal Operations The 84 million tons in the

pnor year consisted of 24 million tons of steam coal and 11 million tons of metallurgical coal from our

Eastern Coal Operations and 49 million tons of steam coal from our Western Coal Operations

The increase in coal sales volumes of 21.5 thillion tons in 2011 was due to inciases of 13.2 million and

7.3 million tons of eastern steam and metallurgical coal repectively and an increase of 1.0 million tons of western

steam coal The increases in eastern steam and metallurgical coal were due primarily to the inclusion of 15.9 million

tons of eastern steam and 5.0 million tons of metallurgical coal from the Massey operations decrease of 2.7 million

tons of eastern steam and an increase of 2.3 miffion tons of metallurgical ºoal from the Alpha operations

The average coal sales realization per ton for the twelve months ended December 31 2011 was

$58.22 compared to $41.22 in the prior year period an increase of $17.00 per ton or 41 The increase was

largely attributable to the $47.96 per ton or 42% increase in metallurgical average coal sales realization per ton

The average coal sales realization
per ton for metallurgical coal and eastern steam coal was $161.85 and

$66.92 respectively for the twelve months ended December 31 2011 compared to $113.89 and

$67.07 respectively in the prior year period The average coal sales realization per ton for western steam coal

was $11.95 for the twelve months ended December 31 2011 compared to $10.95 in the prior year period
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Consolidated coal margin percentage calculated as consolidated coal revenues less consolidated cost of coal

sales excluding-cost of coal sales in our All Other segment divided by consolidated cçal revenues was 19% for

the twelve months ended December 31 2011 compared to 27% in the prior year period Coal.margin percentage

for our Eastern and Western Coal Operations was 19% and 16% respectively for the twelve months ended

December 31 2011 compared tc 28% and 22% respectively in the prior year period Consolidated coal margin

per ton calculated as-consolidatedcoal sales realization
per ton less consolidated cost of coal sales per ton was

$11.08 for the twelve months ended December31 2011 compared to $11.14 in the prior year period Coal

margin per ton forrour Eastern and Western Coal Operations was $19 16 and $1.96 respectively for the twelve

months ended December 31 2011 compared to $23.09 and $2.39 respectively in the prior year period

Revenues

Years Ended December-31 Increase Decrease

2011 2010 $orTöns

hi thousands except per ton data

Revenues --

Coal revenues

Eastern steam

Western steam

Metallurgical

Freight and handling revenues

Other revenues

Total revenues

Tons sold

Eastern steam

Western steam

Metallurgical

Total

$2488729 $1609832 878897 55%

596724 536064 60 11%

--

3103981- 1351951 1752030 130%

662238 332559 329679 99%

256009 86750 169259 195%

$7107681 $3917156 $3190525 81%

37192 24001 13191 55%

49949 48977 972 2%

19177 11871 7306 62%

106318 84849 21469 25%

66.92 67.07 0.15
11.95 10.95 1.00 9%

161.85 113.89 47.96 42%

58.22 41.22 17.00 41%

Coal sales realization per ton

Eastern steam

Western steam

Metallurgical

Average

Coal reveiues Coal revenues increased $2691.6 million or 77% for the twelve months ended

December 31 2011 compared to the prior year period The increase in coal revenues consisted of an increase in

metallurgical coal revenues of $1752.0 -million or 130% an increase in eastern steam coal revenues of $878.9

million or 55% and an increase in western steam coal revenues of $60.7 million or 11%

The increase in metallurgical coal revenues was largely due to an increase in tons shipped and increased

-average
coal sales realization per ton Metallurgical tons shipped increased 7.3 million or 62% compared to the

prior year period and consisted of an increase of 2.3 million tons or 19% from the Alpha operations and

5.0 million tons from the Massey operations The average coal sales realization per ton for metallurgical coal

increased $47.96 or 42% due primarily to increased pricing and demand for metallurgical coal compared to the

prior year period

The increase in eastern steam coal revenues was due to 15.9 million tons and $1082.6 million from the

Massey operations partially offset by decreases of $203.7 million from the Alpha operations The decrease in

eastern steam coal revenues from the Alpha operations was primarily due to decrease in eastern steam -coal

sales volumes which decreased 2.7 million tons or 11% compared to the prior year period due primarily to

increased production of metallurgical tons in response to the increase in demand and lower production at our

Pennsylvania Services longwall mines

79



The increase in western steam coal revenues was due primarily to an increase in average coal sales

realization per ton Average coal sales realization per ton increased $1.00 or 9% compared to theprior year

period as result of increased pricing on contracted tons shipped

Our sales mix of metallurgical coal and steam coal based on volume for the twelve months ended

December 31 2011 was 18% and 82% respectively compared with 14% and 86% in the prior year period Our

sales mix of metallurgical coal and steam coal based on volume for the Massey operations for the twelve months

ended December 31 2011 was 24% and 76% respectively and our sales mix of metallurgical coal and steam

coal based on volume for the Alpha operations fot .the twelve months ended December 31 2011 was 17% and

83% respectively compared to 14% and 86% respectively in the prior year period

Our sales mix of metallurgical coal and steam coal based on revenues for the twelve months ended

December 31 2011 was 50% compared with 39% and 61% in the prior year period Our sales mix of

metallurgical coal and steam coal based on revenues for the Massey operations for the twelve months ended

December 31 2011 was 42% and 58% respectively and our sales mix of metallurgical coal and steam coal

based on revenues for the Alpha operations for the twelve months ended December 31 2011 was 54% and 46%
respectively compared to 39% and 61% respectively in the prior year period

Freight and handling Freight and handling revenues and costs were $662.2 million for the twelve months

ended December 31 2011 an increase of $3297 million or 99% compared to the prior year period The

increase was due to higher export shipments combined with higher shipping rates compared to the prior year

period

Other revenues Other revenues increased $169.3 million or 195% for the twelve months ended

December 31 2011 compared to the prior year period The increase in other revenues was largely due to

increased revenues of approximately $129.0 million related to derivative contracts accounted for at fair value

majority of which were assumed in the Massey Acquisition sublease revenues of approximately $14.4 million

related to sea-going vessel charter that we entered into in December 2010 increased rail load-out refunds of

$10.0 million and increased royalty and rental revenues of approximately $6.6 million

Costs and
expenses

Years Ended Increase

December 31 Decrease

2011 2010

In thousands except per ton data

Costs and expenses

Cost of coal sales exclusive of items shownseparately below $5080921 $2566825 $2514096 98%

Freight and handling costs 662238 332559 329679 99%

Other expenses 142709 65498 77211 118%

Depreciation depletion and amortization 770769 370 399874 108%

Amortization of acquired intangibles net 114422 226793 341215 150%
Selling general and administrative

expenses exclusive of

depreciation and amortization shOwn separately above 382250 180975 201275 111%

Goodwill impairment 802337 802337 NM

Total costs and expenses $7726802 $3743545 $3983257 106%

Cost of coal sales per ton

Eastern coal operations 80.06 59.47 20.59 35%

Western coal operations 9.99 8.56 1.43 17%

Average 47.14 30.08 17.06 57%

Cost of coal sales per ton includes only costs associated with our Eastetn and Western Coal Operations
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Cost of coal sales Costof coal sales increased $25i4 million or 98% for the twelve months ended

December 31 2011 compared tO prior year period The increase in cost of cOa1sales consisted of an increase

of $591.3 million or 23% from the Alpha operations and $1 9228 million from the Massey operations .The

increases from the Alpha operations were primarily driven by increased production of higher cost metallurgical

coal tons increases in purchased coal expenses increased costs for commodities used in the production process

higher sales relatedvariable costs such as royalties andproduction and severance taxes due to higher sales

realizations for metallurgical coal transportation expenses and wages and employee benefits Cost of coal sales

from the Alpha operations included charges of approximately $37.1 million related tochanges in asset retirement

obligation-related estimates of water treatment cOsts at certain closed mines Cost of coal sales from the Massey

operations included charges of approximately $152.7 million related to the fair value adjustment made in

acquisition accounting to Masseys beginning inventory approximately $35.3 million related tQ accruals made in

connection with aligning certain employee benefits for employees from Massey and other employee

compensation-related accruals approximately $40.9 million of operating costs related to an idled mine and

approximately $8.0 million related to expenses in connection with mineral lease terminations The consolidated

average cost of coal sales per ton was $47.14 compared to $30.08 in the prior year period The average cost of

coal sales per ton for Eastern and Western Coal Operations was $80.06 and $9.99 respectively compared to

$59.47 atid $8.56 respectively in the prior year period

Other expenses Other expenses increased $77.2 million or 118% for the twelve months ended

December 31 2011 compared to the prior year period The increase in other
expenses was primarily due to

increased expenses of approximately $61 million for contract related matters primarily related to contracts

assumed in the Massey Acquisition an mcrease of approximately $17 million related to sea going
vessel

charters that we entered into in the fourth quarter of 2010 and the first half of 2011 and increases of

approximately $4.2 million and $3.5 million related to Dry Systems Technologies and sales of natural gas

respectively

Depreciation depletion and amortization Depreciation depletion and amortization increased

$399 million or 108% for the twelve months ended December 31 2011 compared to the
prior year period The

increase consisted of depreciation depletion and amortization of $397 million from the Massey operations

which includes impacts of fair value adjustments made to property and eqiiniŁnt and ow ned and leased mineral

rights in acquisition accounting and increased depreciation depletion and amortization of $2 million from the

Alpha operations

Amortization of acquired intangibles net Amortization of acquired intangibles net decreased

$341 million or 150% for the twelve months ended December 31 2011 compared to the prior year penod The

decrease consisted of $125 million decrease in amortization expense of acquired above market coal supply

agreements from the Alpha operations and net credit to amOrtization expense from the Massey operations of

$216 million related to the amortization of acquired belo market coal supply agreements and amortization of

other intangible assets that were valued in the Massey Acquisition

Selling general and administrative expenses Selling general and administrative expensesincreased

$201.3 million or 111% for the twelve months ended December 31 2011 compared to the prior year peridd The

increase was due primarily to acquisition-related expenses totaling $1640 million for combination of employee

compensation professional fees incurred for legal valuation Ændfiiancial services in connection withthe

Massey Acquisition and related debt financing transactions
and increased non-cash stock-based compensation

Goodwill impairment See Note 9to the Consolidated Financial Stateehts included elsewhere in this

Annual Report on Form 10 Also see Critical Accounting Policies

Interest expense Interest expense increased $68.5 million or 93% during the twelve months ended

December 31 2011 compared to the prior year period primarily due to larger average outstanding balance of

debt during the period as result of thedebt assumed in the Massey Acquisition and the financing transactions

that were completed during the period
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Income tax benefit Income tax benefit from continuing operations of $35.9 million was recorded for the

twelve months ended Decembot 31 2011 on loss from cOntinUing operations before income taxes of $766.4

million which equates to an effective tax ate of 4.7% The rate is lower than the federal statutory rate of 35%

primarily due to the non-deductible goodwill impairment and the impact of thepercentage depletion deduction

Income tax expense from continuing operationsof$42 million wasrecorded for the year ended

December 31 2010 on income from continuing operations before income taxes of $101.4 million which equates

to an effective tax rate of 4.2% This rate is lower than the federal statutory rate of 31% due primarily to the tax

benefits associated with the percentage depletion deduction and the reversal ofcertain tax reserves of

approximately $14.0 million partially offset by state rate and net operating loss change and $25.6 million

deferred tax charge required for the legislative change related to the deductibility of retiree prescription drug

expenses Medicare Part

Segment Analysis

Years Ended December 31 Increase Decrease

2011 2010 Tons/$ Percent

In thousands except per ton data

Western Coal Operations

Steamtons sold 49949 48977 972 2%

Steam coal sales realization per ton 1195 10.95 1.00 9%

Total revenues 602 157 544058 58 099 11%

EBITDA from continuing operations
74 891 97 583 22 692 23%

Eastern Coal Operations

Steamtonssold 37192 24001 13191 55%

Metallurgical tons sold 19177 11871 7306 62%

Steam coal sales realization per ton 66.92 67.07- 0.15

Metallurgical coal sales realization per ton 161.85 113.89 47.96 42%

Total revenues $6423805 $3324548 $3099257 93%

EBITDA from continuing operations 143649 678339 534690 79%

Western Coal OperationsEBITDA from continuing operations for our Western Coal Operations

decreased $22.7 million or 23% compared to the prior year period The decrease was due primarily to increased

cost of coal sales selling general and administrative expenses and other expenses of $80.0 million $0.4 million

and $0.4 million respectively partially offset by an increase in.total revenues of $58.1 million Cost of coal sales

per ton increased $143 or 17% while aveage coal sales realizaton per ton increased $1.00 or 9% resulting in

decrease to coal margin per ton of $0.43 or 18% The increase in cost of coal sales.per ton was due primarily to

increased diesel fuel expenses increased sales related variable costs due to higher sales realization per ton

higher ratio of production from the Belle Ayr mine which incurs higher production costs due to higher stripping

ratios and weather related delays experienced in the second quarter of 2011 that impacted transportation and coal

shipments The increase in total revenues consisted of an increase in coal revenues of $60.7 million or 11%

partially offset by decreased other revenues of $2.6 million or 32% The increase in coal revenues was largely

due to the increase in average coal sales realization per ton which reflected increased shipments and increased

contractual pricing during the period comparedto the prior year

East em Coal OperationsEBITDA from continuing operations decreased $534.7 million or 79%

compared to the prior year period The decrease was due to goodwill impairment charge of $802.3 million

increased cost of coal sales of $2379.6 million increased other expenses of $50.7 million and increased selling

general and administrative expenses of $72.6 million increased other miscellaneous expenses of $0.6 million and

an increase in loss on early extinguishment of debt of $3.1 million partially offset by increased coal and other

revenues of $2630.9 million and $143.3 million respectively Coal revenues and cost of coal sales for the East

include $1878.6 million and-$1922.8 million respectively from the Massey operations for the twelve months

ended December31 2011
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Average coal sales realization per ton increased $16.65 or 20% compared to the prior year period The

increase in average coal sales realization per ton was due primarily to an increase of $47.96 or 42% related to

metallurgical average coal sales realization The average coal salesrealization per ton for metallurgical coal

related to the Alpha operations was $162.92 an increase of $49.03 or 43% compared to the prior year period

The average coal sales realization per ton for metallurgical coal related to the Massey operations was $158.85

Average cost of coal sales per ton increased $2059 or 35% compared to the prior year period The increase

in cost of coal sales per ton was due primarily to increased production of metallurgical tons in response to the

increase in demand lower production at our longwall mines increases in royalties and production taxes due to

higher average
sales realization per ton and inflationary incrçases to other variable costs Cost of coal sales from

the Alpha operations included charges of approximately $37.1 million related to changes in asset retirement

obligation-related estimates of water treatment costs at certain closed mines Cost of coal sales from the Massey

operations included charges of approximately $152.7 million related to the fair value adjustment made in

acquisition accounting to Masseys beginning inventory approximately $35.5 million related to accruals made in

connection with aligning certain employee benefits for employees from Massey and other employee

compensation-related accruals approximately $40.9 million of operating costs related to an idled mine and

approximately $8.0 million related to expenses in comection with mineral lease terminations

Liquidity and Capital Resources

Our primary liquidity and capital resource requirements stem from the cost of our coal production and

purchases our capital expenditures our income taxes our debt service our reclamation obligations our litigation

settlements and associated costs and from time to time our securities repurchases Our primary sources of

liquidity have been from sales of coal borrowings under our credit facility and debt arrangements see Credit

Agreement and Long Term Debt and to much lesser extent sales of purchased coal to customers cash from

sales of non core assets and miscellaneous revenues

We believe that cash on hand cash generated from our operations and borrowing capacity available under

the Third Amended and Restated Credit Agreement and our accounts receivable securitization facility the A/R

Facility will be sufficient to meet our working capital requirements anticipated capital expenditures debt

service requirements reclamation obligationspotential securities repurchasŁs and expected settlements and

costs related to outstanding litigation for at least the next twelve months

At December 31 2012 we had available liquidity of $2052.2 milliOn including cash and cash equivalents

of$730.7 million marketable securities of $298.2 milliOn and $1023.3 million of unused revolving credit

facility commitments available under the Third Amended and Restated Credit Agreement and our A/R Facility

after giving effect to $0.3 million and $160.2 million of letters of credit outstanding respectively as of

December 31 2012 subject to limitations described in the Third Amended and Restated Credit Agreement and

the AIR Facility Our total long-term debt net of debt discount and including current portion was $3386.1

million at December 31 2012 see Credit Agreement and Long-Term Debt

On May 2012 Standard Poors rating service lowered its rating for our overall corporate credit to BB
from BB lowered its rating for our 6.00% senior notes due 2019 and our 6.25% senior notes due 2021 and

lowered its rating of our 375% convertible senior notes due 2015 the 375% Convertible Notes On

June 27 2012 Moodys lowered our corporate family rating from Ba2 to Bi and also lowered the ratings on our

senior unsecured debt from Ba3 to B2 Additionally on September 27 2012 Standard Poors rating service

lowered its rating for our overall corporate credit to from BB- Given that we do not have negative ratings

triggers in our credit facilities or bond indentures our compliance with covenants and the availability of funding

under our facilities and indentures has not been impacted by these downgrades

We sponsor pension plans in the United States for salaried and non-union hourly employees For these

plans the Pension Protection Act of 2006 PPA requires funding target of 100% of the present value of

accrued benefits Generally any such plan with funding ratio of less than 80% will be deemed at risk and will
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be subject to additional funding requirements under the PPA Our pension planshave funding ratios greater than

80% Annual funding contributions to the plans are made as recommended by consulting actuaries based upon

the ERISA funding standards Plan assets consist of cash and cash equivalents an investment in group annuity

contract equity and fixed income funds and private equity funds We are required to measure plan assets and

benefit obligations as of the date of our fiscal year-end balance sheet and recognize the overfunded or

underfunded status of our defined benefit pension and other postretirement plans other than multi-employer

plan as an asset or liability on our balance sheet and recognize changes in that funded status in the
year

in which

the changes occurthrough other comprehensive loss income The volatile financial markets in 2008 and 2009

caused investment income and the value Of the investment assets held in our pension trust to decline As result

depending on economic
recovery

and growth in the value of our invested assets we may be required to increase

the amount of cash contributions into the pension trust in order to comply with the funding requirements of the

PPA We currently expect to make contributiOns in 2013 of up to $20.0 million for our defined benefit pension

plans

In September 2011 we entered into federal coal lease which contains an estimated 130.2 million tons of

proven and probable coal reserves in the Powder River Basin The lease bid was $143.4 million payable in five

equal annual installments of$28.7 million The first installment was paid in September 2011 In August 2012 we

entered into an agreement with third party to exchange our federal coal lease for another federal coal lease

which contains an estimated 222.0 million tons of proven and probable coal reserves in the Powder River Basin

adjacent to our existing mining operations As result of the exchange we paid $17.4 million at closing and have

four annual remaining lease bid installments of $42 million due each November until the obligation is satisfied

in 2015 We paid the first annual installment of $42 milhon in November 2012 Also as result of the

exchange we recorded note payable which had present value of approximately $10 million as of

December 31 2012 of which approximately $3 million is included in current portion of long term debt and

approximately $6 million is included in long term debt on our consolidated balance sheet This note is payable

in four annual installments of $3.9 million due each November thtough 2015 We paid the first annual

installment of $3.9 million in November 2012

With respect to global economic events there continues to be uncertainty in the financial markets and

weakness in the coal industry and these issues bnng potential liquidity risks for us These nsks could include

declines in our stock value declines in our cash and cash equivalents 1ess availability and higher costs of

additional credit restrictions to or the loss of our self-bonding capability and requests for additional collateral by

surety providers and potential counterparty defaults and failures The credit worthiness of our customers is

constantly monitored by us We believe that our current group of customers is sound and represents no abnormal

business risk

Cash Flows

Cash and cash equivalents increased by $144.8 million $31.1 million and $88.9 million for the years ended

December 31 2012 2011 and 2010 The net change in cash and cash equivalents was attributable to the

following

Years Ended December 31

2012 2011 2010

Cash Flows

in thousands

Net cash provided by operating activities 518419 686637 693601

Net cash used in investing activities 672976 1147007 508497
Net cash used in provided by financing

activities 299 398 491 480 96 201

Net chang in cash and cash equivalents 144 841 31110 88903
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Net cash provided by operating activities for the year ended December 31 2012 was $518.4 million

decrease of $168.2million from the $686.6 million of net cash provided by operating activities for the year
ended

December 31 2011 In addition to reduced cash earnings th6 decrease in operating cash flows is partially due to

cash payments net of insurance recoveries to settle litigation matters acquired from Massey including UBB

wrongful death claims and cash payments for restructuring obligations partially offset by contractual

prepayment received for which revenue was deferred until the underlying tons are shipped in future years

Net cash used in investing activities for the year ended December 31 2012 was $673.0 million decrease

of $474.0 million from the $1147.0 million of net cash used in investing activities for the year ended

December 31 2011 The decrease was primarily due to the inclusion in 2011 of the cash portion of consideration

paid to acquire Massey of $711.4 million net of cash acquired Capital expenditures decreased to $402.4 million

in 2012 from $528.6 million in 2011 Cash paid for acquisition of mineral rights increased to $95.8 million in

2012 from $64.9 million in 2011 Proceeds from disposition of property plant and equipment increased to

$38.3 million in 2012 from $8.5 million in 2011

Net cash provided by financing activities for the year ended December 31 2012 was $299.4 million

decrease of $192.1 million from the $491.5 million of net cash provided by financing activities for the year ended

December 31 2011 The primary source of cash for financing activities included $494.8 million of proceeds from

borrowings of long-term debt offset by principal repayments and repurchases of long-term debt of

$160.2 million Debt issuance costs account for $16.4 million of the use of cash for financing activities for the

year ended December 31 2012 Common stock repurchases consist of shares repurchased from employees to

satisfy the employees minimum statutory tax withholdings upon the vesting of restricted stock and performance

shares and used cash of $7.5 millionin 2012

Net cash provided by operating activities for the year ended December 31 2011 was $686.6 million

decrease of $7.0 million from the $693.6 million of net cash provided by operating activities for the year ended

December 31 2010 Non-cash amounts included in net income for the year ended December 31 2011 were

pnmarily related to an increase in depreciation depletion accretion and amortization expense an increase in

amortization of debt issuance costs and accretion of debt discoUnt adecrease in mark-tomarket adjustments for

derivatives an increase in stock-based ccmpensation expense an increase in employee benefit plan costs

decrease in deferred taxes and goodwill impairment charge Thecâsh used by changes in operating assets and

liabilities for the year ended December 31 2011 was primarily related to an increase in accounts receivable net

of $178.7 million decrease in inventories net of $120.5 million and decrease of $105.6 million in pension

and postretirement medical benefit obligations

Net cash used in investiUg activities for the year ended December 31 2011 was $1147.0 million an

increase of $638.5 million from the $508.5 million of net cash used in investing activities for the year ended

December 31 2010 The increase was primarily due to the cash portion of consideration paid to acquire Massey

of $711 million net of cash acquired and increased capital expenditures of $219 million

Net cash provided by financing activities for the year ended December 31 2011 was $491 million an

increase of $587 million from the $96 milhon of net cash used in financing activities for the year ended

December 31 2010 The primary source of cash for financing activities included $2100.0 million of proceeds

from borrowings of long-term debt offset by principal repayments of long-term debt of $1315.4 million In

addition common stock repurchases of $212.3 million and debt issuance costs of $85.2 million account for

$297.5 million of the use of cash for financing activities for the year ended December 31 2011 Common stock

repurchases consist of shares repurchased as part of publically announqed share repurchase programs and

repurchase of common shares from employees to satisfy the employees minimum statutory tax withholdings

upon the vesting of restricted stock and performance shares The majority of the financing activities for the year

ended December 31 2011 relate to the Massey Acquisition
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Credit Agreement and Long-term Debt

As of December 31 2012 and 2011 our total long-term indebtedness consisted of the following in

thousands

Decenber 31 December

2012 2011

6.25% senior notes due 2021 700000 700000

6.00% senior notes due 2019 800000 800000

9.75% senior notes due 2018 500000

Term loan due 2016 540000 585000

3.25% convertible senior notes due 2015 536162 658673

2.375% convertible senior notes due 2015 287500 287500

Other 86203 23554

Debt discount 63813 86646

Total long-term debt 3386052 2968081

Less current portion 95 015 46 029

Long-term debt net of current portion $3291037 $2922052

Notes Indentur and the Senior Notes

On June 2011 we and certain of our wholly owned domestic subsidiaries collectively the Alpha

Guarantors and Union Bank N.A as trustee entered into an indenture the Base Indenture and first

supplemental indenture the First Supplemental Indenture and together with the Base Indenture the Notes

Indenture governing our newly issued 6.00% senior notes due 2019 the 2019 Notesand 6.25% senior notes

due 2021 the 2021 Notes

On June 2011 in connection with the Massey Acquisition we the Alpha Guarantors Massey and certain

wholly owned subsidiaries of Massey the Massey Guarantors and together with the Alpha Guarantors the

Guarantors and Union Bank N.A as trustee entered into supplemental indenture the Second

Supplemental Indenture to the Notes Indenture pursuant to which Massey and certain wholly owned

subsidiaries of Massey agreed to become additional guarantors for the 2019 Notes and 2021 Notes

On October 11 2012 we the Alpha Guarantors and Union Bank N.A as trustee entered into

supplemental indenture the Third Supplemental Indenture to the Notes Indenture governing our newly issued

9.75% senior notes due 2018 the 2018 Notes and together with the 2019 Notes and the 2021 Notes the

Senior Notes

The 2018 Notes bear interest at rate of 75% per annum payable semi annually on Apnl 15 and

October 15 of each year beginning on April 15 2013 and will mature on April 15 2018 The 2019 Notes bear

interest at rate of 6.00% per annum payable semi-annually on June and December of each year beginning

on December 2011 and will mature on June 2019 The 2021 Notes bear interest at rate of 25% per

annum payable semi annually on June and IYecember of each year beginning on December 2011 and will

mature on June 2021

As of December 31 2012 the carrying values of the 2018 Notes 2019 Notes and 2021 Notes were

$4952 million net of discount of $4.8 million $800.0 million and $700.0 million respectively As of

December 31 2011 the carrying values of the2019 Notes and 2021 Notes were $800.0 million and $700.0

million respectively

We may redeem the 2018 Notes in whole or in part at anytime prior to maturity at price equal to

100.000% of the aggregate principal amount of the 2018 Notes plus make-whole premium plus accrued and

unpaid interest if any to but not including the applicable redemption date In addition we may redeem up to
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35% of the aggregate principal amount of the 2018 Notes with the net cash proceeds from certain equity

offerings at any time prior to October 15 2015 at redemption price equal to 109.75% of the aggregate

principal amount of the 2018 Notes plus accrued and unpaid interest if any to but not including the applicable

redemption date if at least 65% of the aggregate principal amount of the 2018 Notes originally issued under the

Notes Indenture remains outstanding immediately after the redemption and the redemption occurs within 180

days of the date of the closing of such equity offering

We may redeem the 2019 Notes in whole or in part at anytime prior to June 2014 at price equal to

100.000% of the aggregate principal amount of the 2019 Notes plus make-whole premium plus accrued and

unpaid interest if any to but not including the applicable redemption date We may redeem the 2019 Notes in

whole or in part at any time during the twelve months commencing June 2014 at 103.000% of the aggregate

principal amount of the 2019 Notes at any time during the twelve months commencing June 2015 at

101.500% of the aggregate principal amount of the 2019 Notes and at any time after June 2016 at 100.000%

of the aggregate principal amount of the 2019 Notes in each case plus accrued and unpaid interest if any to but

not including the applicable redemption date In addition we may redeem up to 35% of the aggregate principal

amount of the 2019 Notes with the net cash proceeds from certain equity offerings at any time prior to June

2014 at redemption price equal to 106.000% of the aggregate principal amount of the 2019 Notes plus accrued

and unpaid interest if any to but not including the applicable redemption date provided that at least 65% of the

aggregate principal amount of the 2019 Notes originally issued under the Notes Indenture remains outstanding

after the redemption and the redemption occurs within 180 days of the closing of such equity offering

We may redeem the 2021 Notes in whole or in part at any time prior to June 2016 at price equal to

100.000% of the aggregate principal amount of the 2021 Notes plus make-whole premium plus accrued and

unpaid interest if any to but not including the applicable redemption date We may redeem the 2021 Notes in

whole or in part at any time during the tweh months commencing June 2016 at 103.125% of the aggregate

principal amount of the 2021 Notes at any time during the twelve months commencing June 2017 at

102.083% of the aggregate principal amount of the 2021 Notes at any time during the twelve months

commencing June 2018 at 101.042% of the aggregate principal amount of the 2021 Notes and at any time

after June 2019 at 100.000% of the aggregate principal amount ofthe 2021 Notes in each case plus accrued

and unpaid interest if any to but not including the applicable redemption date In addition we may redeem up

to 35% of the aggregate principal amount of the 2021 Notes with the net cash proceeds from certain equity

offerings at any time prior to June 2016 at redemption price equal to 106.250% of the aggregate principal

amount of the 2021 Notes plus accrued and unpaid interest if any to but not including the applicable

redemption date provided that at least 65% of the aggregate principal amount of the 2021 Notes originally issued

under the Notes Indenture remains outstanding after the redemption and the redemption occurs within 180 days

of the date of the closing of such equity offering

Upon the occurrence of change in control repurchase event with respect to any of the series of the Senior

Notes unless we have exercised our right to redeem those Senior Notes we will be required to offer to

repurchase each holders Senior Notes of such series at price equal to 101% of the principal amount thereof

plus accrued and unpaid interest if any to but not including the date of repurchase

The Notes Indenture contains covenants that limit among other things our ability to

incur or permit its subsidiaries to incur additional debt

issue or permit its subsidiaries to issue certain types of stock

pay dividends on our or our subsidiaries capital stock or repurchase our common stock

make certain investments

enter into certain types of transactions with affiliates

incur liens on certain assets to secure debt

87



limit dividends or other payments by its restricted subsidiaries to us and our other restricted

subsidiaries

consolidate merge or sell all or substantially all of our assets and

make certain payments on our or our subsidiaries subordinated debt

These covenants are subject to number of important qualifications and exceptions These covenants may

not apply at any time after the Senior Notes are assigned credit grade rating of at least BB stable from

Standard Poors Ratings Services and of at least Bal stable from Moodys Investor Service Inc

Third Amended and Restate4 Credit Agreement

On May 19 2011 in connection with the Massey Acquisition we entered into Third Amended and

Restated Credit Agreement to amend and restate in its entirety our credit agreement dated as of July 30 2004 as

amended as of November 12 2004 and as of October 18 2005 as amended and restated as of July 2006 as

amended effective July 31 2009 and as further amended and restated as of April 15 2010 as so amended and

restated the Former Credit Agreement the Former Credit Agreement as amended and restated by the Third

Amended and Restated Credit Agreement is referred to as the Credit Agreement with Citicorp North

America Inc as administrative agent and as collateral agent Bank of America N.A JPMorgan Chase Bank

N.A PNC Bank National Association The Royal Bank of Scotland plc and Union Bank N.A and The Bank of

Tokyo-Mitsubishi UFJ Ltd as co-documentation agents Morgan Stanley Senior Funding Inc as sole

syndication agent Citigroup Global Markets Inc and Morgan Stanley Senior Funding Inc as joint lead

arrangers and joint book managers and various other financial institutions as lenders The terms of the Credit

Agreement amended and restated and superseded the Former Credit Agreement in its entirety upon the

satisfaction of certain conditions precedent which included the consummation of the Massey Acquisition the

satisfaction of such conditions precedent is referred to as the initial Credit Event The Former Credit

Agreement remained in full force and effect until the occurrence Of the initial Credit Event

Upon the occurrence of the initial Credit Event the Credit Agrernent provided for $600.0 million senior

secured term loan facility the Term Loan Facility and $1.0 billion senior secured revolving credit facility

the Revolving Facility Pursuant to the Credit Agreement we may request
incremental term loans or increase

the revolving commitments under the Revolving Facility in an aggregate amount of up to $1.3 billion plus an

additional $750.0 million subject to compliance with consolidated senior secured leverage ratio The lenders

under these facilities will not be under any obligation to provide any such incremental loans or commitments and

any such addition of or increase in such loans or commitments will be subject to certain customary conditions

precedent

On June 26 2012 we entered into an amendment the Credit Agreement Amendment to the Credit

Agreement The Credit Agreement Amendment among other things

replaces the maximum net leverage ratio covenant with maximum net secured leverage ratio covenant

through the end of 2014 increases the maximum net leverage ratio covenant for the first and second quarters of

2015 and decreases the minimum interest coverage
ratio from the fourth quarter of 2012 through the end of

2013

adds minimum liquidity covenant of $500.0 million through the end of 2014

increases the applicable margin for borrowings under the Credit Agreement if our consolidated net

leverage ratio is greater than 3.75 to 1.00 for the preceding fiscal quarter

modifies the requirements .for incremental term loan or revolving credit facilities in excess of $500.0

million and
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provides additional real property collateral to secure obligations under the Credit Agreement and certain

hedging and cash management obligations with lenders and affiliates of lenders

As of December 31 2012 the carrying value of the Term Loan Facility was $539.5 million net of debt

discount of $0.5 million with $75.0 million classified as current portion of long-term debt As of December 31
2011 the carrying value of the Term Loan Facility was $584.3 million net of debt discount of $0.7 million with

$45.0 million classified as current portion of long-term debt There were no borrowings outstanding under the

Revolving Facility as of December 31 2012 or 2011 Letters of credit outstanding at December 31 2012 and

2011 under the Revolving Facility were $0.3 million and $0.3 million respectively

Interest Rate and Fees Borrowings under the Credit Agreement bear interest at rate per annum equal to an

applicable margin plus at our option either base rate determined by reference to the highest of the rate

that Citibank N.A announces from time to time as its prime or base commercial lending rate ii the federal

funds effective rate plus 0.50% and iii London Interbank Offer LIBO rate for 3G-day interest period as

determined on such day plus 1.00% or LIBO rate for the interest period relevant to such borrowing

adjusted for certain additional costs The initial applicable margin for borrowings under the Credit Agreement is

1.50% with respect to base rate borrowings and 2.50% with respect to LIBO rate borrowings Commencing
October 2011 the applicable margin for borrowings under the Credit Agreement became subject to adjustment

each fiscal quarter based on our consolidated leverage ratio for the preceding fiscal quarter Swingline loans bear

interest at rate per annum equal to the base rate plus the applicable margin The interest rate in effect at

December 31 2012 and 2011 was 2.72% and 2.51% respectively In addition to paying interest on outstanding

principal under the Credit Agreement we are required to pay conimitment fee to the lenders under the

Revolving Facility in respect of the unutilized conmiitments thereunder The initial commitment fee is 0.50% per

annum Commencing October 2011 the commitment fee became subject to adjustment each fiscal quarter

based on our consolidated leverage ratio for the preceding fiscal quarter We must also pay customary letter of

credit fees and agency fees

Mandatory Prepayments The Credit Agreement requires us to prepay outstanding loans subject to certain

exceptions with 100% of the net cash proceeds including the fair market value of noncash proceeds from

certain asset sales and condemnation events in excess of the greater of $1.5 billion and 15% of consolidated

tangible assets as of the end of each fiscal year ii 100% of the aggregate gross proceeds including the fair

market value of noncash proceeds from certain Intracompany Disposals as defined in the Credit Agreement

exceeding $500.0 million during the term of the Credit Agreement and iii 100% of the net cash proceeds from

any incurrence or issuance of certain debt other than debt permitted under the Credit Agreement Mandatory

prepayments will be applied first to the Term Loan Facility and thereafter to reductions of the commitments

under the Revolving Facility If at any time the aggregate amount of outstanding revolving loans swingline

loans uureimbursed letter of credit drawings and undrawn letters of credit under the Revolving Facility exceeds

the commitment amount we will be required to repay outstanding loans or cash cOllateralize letters of credit in

an aggregate amount equal to such excess with no reduction of the commitment amount

Voluntary Prepayments Reductions in Commitments We may prepay in whole or in part amounts

outstanding under the Credit Agreement with prior notice but without premium or penalty other than customary

breakage costs with respect to LIBO rate loans and in certain minimum amounts We may also repurchase

loans outstanding under the Term Loan Facility pursuant to standard reverse Dutch auction and open market

purchase provisions subject to certain limitations and exceptions We may make voluntary reductions to the

unutilized commitments of the Revolving Facility from time to time without premium or penalty

Amortization and Final Maturity Beginning on September 30 2011 we became required to make
scheduled quarterly amortization payments with respect to loans under the Term Loan Facility In the first two

quarters of 2013 each quarterly amortization payment will be in an amount equal to 2.5% of the original

principal amount of the term loans In the last two quarters of 2013 and the first two quarters of 2014 each

89



quarterly amortization payment will be in an amount equal to 3.75% of the original principal amount of the term

loans In the last two quarters of 2014 and the first two quarters of 2015 each quarterly amortization payment

will be in an amount equal to 5% of the original principal amount of the term loans In the last two quarters of

2015 and the first two quarters of 2016 each quarterly amortization payment will be in an amount equal to 12.5%

of the original principal amount of the term loans There is no scheduled amortization under the Revolving

Facility The principd amount outstanding on the loans under the Revolving Facility will be due and payable on

June 30 2016 The Term Loan Facility and Revolving Facility will each mature on June 3020l6

Guarantees and Collateral All obligations under the Credit Agreement are unconditionally guaranteed by

certain of our existing wholly owned domestic subsidiaries and are required to be guaranteed by certain of our

future wholly owned domestic subsidiaries All obligations under the Credit Agreement and certain hedging and

cash management obligations with lenders and affiliates of lenders thereunder are secured subject to certain

exceptions by substantially all of our assets and the assets of our subsidiary guarantors in each case subject to

exceptions
thresholds and limitations

Certain Covenants and Events of Default The Credit Agreement contains number of negative covenants

that among other things and subject to certain exceptions restrict our ability and the ability of our subsidiaries

to

make investments loans and acquisitions

incur additional indebtedness

incur liens

consolidate or merge

sell assets including capital stock of its subsidiaries

pay dividends on its capital stock or redeem repurchase or retire its capital stock or its other

Indebtedness

engage in with its affiliates

materially alter the business it conducts and

create restrictions on the payment of dividends or other amounts to us from our restricted subsidiaries

In addition the Credit Agreement requires us to comply with certain financial ratio maintenance covenants

described below

The Credit Agreement also contains customary representations and warranties affirmative covenants and

events of default including cross-default provision in respect of any other indebtedness that has an aggregate

principal amount exceeding $25.0 million

Former Credit Agreement

The Former Credit Agreement consisted of term loans and revolving credit facility commitments due on

July 31 2014 During the year ended December 31 2011 borrowings under the Former Credit Agreement

totaling $227.9 million were repaid The Former Credit Agreement was replaced with the Credit Agreement as

described above

3.25% Convertible Senior Notes due 2015

As result of the Massey Acquisition we became guarantor of Masseys 3.25% Convertible Notes with

aggregate principal outstanding at June 2011 of $659.1 million The 3.25% Convertible Notes bear interest at

rate of 3.25% per annum payable semi-annually in arrears on August and February of each year The 3.25%
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Convertible Notes will mature on August 2015 unless earlier repurchased by us or converted The 3.25%

Convertible Notes had fair value of $30.9 million at the acquisition date We account for the 3.25%

Convertible Notes under Accounting Standards Codification ASC 470-20 which requires issuers of

convertible debt instruments that may be settled wholly or partially in cash upon conversion to separately account

for the liability and equity components in mannur reflective of the issuers nonconvertible debt borrowing

rate As of December 31 2012 the carrying amount of the debt was $515.9 million net of debt discount of

$20.3 million As of December 31 2011 the carrying amount of the debt was $624.9 million net of debt

discountcf $33.7 million As of December 31 2012 and 2011 the carrying amount of the equity component

totaled $110.4 million The debt discount is being accreted over the four-year tenn of the 3.25% Convertible

Notes and provides for an effective interest rate of 4.21%

On October 25 2012 we completed cash tender offer for portion of the outstanding 3.25% Convertible

Notes We paid $115.9 million including interest to redeem $122.5 million of the 3.25% Convertible Notes We

recognized gain on early extinguishment of debt of $0.8 million

The 25% Convertible Notes are senior unsecured obligations and rank equally with all of our existing and

future senior unsecured indebtedness The 3.25% Convertible Notes are guaranteed on senior unsecured basis

by Masseys subsidiaries which are among our subsidiaries other than certain minor subsidiaries of

Massey The 3.25% Convertible Notes are effectively subordinated to all our existing and future secured

indebtedness and all existing and future liabilities of our non-guarantor subsidiaries including trade payables

The 3.25% Convertible Notes are convertible in certain circumstances and in specified periods at conversion

rate subject to adjustment of the value of 11.4560 shares of common stock per $1000 principal amount of

3.25% Convertible Notes From and after the effective date of the Massey cquisition the consideration

deliverable upon conversion of the 3.25% Convertible Notes ceased to be based upon Massey common stock and

instead became based upon Reference Property as defined in the indenture governing the 3.25% Convertible

Notes the 3.25% Convertible Notes Indenture consisting of 1.025 shares of our common stock subject to

adjustment upon the occurrence of certain events set forth in the 3.25% Convertible Notes Indenture plus $10.00

in cash per share of Massey common stock Upon conversion of the 3.25% Convertible Notes holders will

receive cash up to the principal amount of the notes being converted and any excess conversion value will be

delivered in cash Reference Property or combination thereof at our election One of the circumstances under

which the 3.25% Convertible Notes would become convertible is if our common stock price exceeds set

threshold during reference period specified in the 3.25% Convertible Notes Indenture

The 3.25% Convertible Notes Indenture contains customary terms and covenants including that upon

certain events of default occurring and continuing either the trustee or the holders of at least 25% in aggregate

principal amount of the 3.25% Convertible Notes then outstanding may declare the principal of the 3.25%

Convertible Notes and any accrued and unpaid interest immediately due and payable In the case of certain

events of bankruptcy insolvency or reorganization relating to the Company the principal amount of the 3.25%

Convertible Notes together with any accrued and unpaid interest thereon will automatically become due and

immediately payable

The 3.25% Convertible Notes were not convertible as of December 31 2012 or 2011 and as result have

been classified as long-termat both dates.

2.3 75% Convertible Senior Notes Due April 15 2015

As of December 31 2012 and 2011 we had $287.5 million aggregate principal amount of 2.375%

convertible senior notes due April 15 2015 the 2.375% Convertible Notes The 2.375% Convertible Notes

bear interest at rate of 2.375% per annum payable semi-annually in arrears on April 15 and October 15 of each

year and will mature on April 15 2015 unless previously repurchased by us or converted We separately

account for the liability and equity components of its 2.375% Convertible Notes under ASC 470-20 which

requires issuers of convertible debt instruments that may be settled wholly or partially in cash upon conversion to

separately account for the liability and equity components in manner reflective of the issuers nonconvertible
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debt borrowing rate The related deferred loan costs and discount are being amortized and accreted respectively

over the seven-year
of the 2.375% Convertible Notes and provide for an effective interest rate of 8.64% As

of December 31 201.2 and 2011 the carrying amounts of the debt component were $249.3 million and

$235.3 million respectively As of December 31 2012 and 2011 the unamortized debt discount was $38.2

million and $52.2 million respectively As of December 31 2012 and 2011 the carrying amountof the equity

component was $69.9 million

The 2.375% Convertible Notes are our senior unsecured obligations and rank equally with all of our existing

and future senior unsecured indebtedness The 2375% Convertible Notes are effectively subordinated to all of

our existing and future secured indebtedness and all existing and future liabilities of our subsidiaries including

trade payables The 2.375% Convertible Notes are convertible in certain circumstances and in specified periods

at an initial conversion rate of 18.2962 shares of common stock per one thousand principal amount of 2.375%

Convertible Notes subject to adjustment upon the occurrence of certain events set forth in the indenture

governing the 2.375% Convertible Notes the 2.375% Convertible Notes Indenture Upon conversion of the

2.375% Convertible Notes holders will receive cash up to the principal amount of the notes to be converted and

any excess conversion value will be delivered in cash shares of common stock ora ombination thereof at our

election

The 2.375% Convertible Notes Indenture contains customary terms and covenants including that upon

certain events of default occurring and continuing either the trustee Union Bank of California or the holders of

not less than 25% in aggregate prircipal amount of the 2.375% Convertible Notes then outstanding may declare

the principal of 2.375% Convertible Notes and any accrued and unpaid interest thereon immediately due and

payable In the case of certain events of bankruptcy insolvency or reorganization relating to us the principal

amount of the 2.375% Convertible Notes together with any accrued and unpaid interest thereon will

automatically become due and be immediately payable

The 2.375% Convertible Notes were not convertible as of December 31 2012 and 2011 and therefore have

been classified as long-term debt at both dates

6875% Senior Notes due 2013

We assumed Mlasseys 6.875% senior notes due 2013 the 2013 Notes with an aggregate principal

amount outstanding of $760.0 million as part
of the Massey Acquisition Following cash tender offer for the

2013 Notes and upon redemption of the 2013 Notes on the redemption date of July 2011 we recorded loss

on early extinguishment of $0.8 million

725% Senior Notes Due August 2014

Foundation PA one of our subsidiaries had notes that vere scheduled to mature on August 2014 the

2014 Notes The outstanding 2014 Notes were redeemed and became due and payable on August 18 2011

the Redemption Date at redemption price equal to 101.208% of the principal amount of the 2014 Notes

plus any and all accrued and unpaid interest up to but excluding the Redemption Date We paid $302.9 million

including interest to redeem the 2014 Notes We recognized loss on early extinguishment of debt of

$4.4 million including the premium paid

Accounts Receivable Securitization

Alpha and certain of our subsidiaries are parties to the A/R Facility We formed ANR Receivables Funding

LLC the SPE special-purpose bankruptcy-remote wholly-owned subsidiary to purchase trade receivables

generated .by certain of our operating and sales subsidiaries without recourse other than customary

indemnification obligations for breaches of specific representations and warranties and then transfer senior

undivided interests in up to $275.0 million of those.accounts receivable to financial institution for the issuance

of letters of credit or for cash borrowings for our ultimate benefit under the A/R Facility
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The SPE is consolidated into our financial Statements and therefore the purchase and sale of trade

receivables by the SPE from our operating and sales receivables has no impact on our consolidated financial

statements The assets of the SPE however are not available to the creditors of us or any other subsidiary The

SPE pays facility fees program fees and letter of credit fees based on amounts of outstanding letters of credit

as defined in the definitive agreements for the A/R Facility Available borrowing capacity is based on the amount

of eligible accounts receivable as defined under the terms of the definitive agreements for the A/R Facility and

vanes over time The A/R Facility was amended in June 2011 to increase the capacity of the A/R Facility from

$1500 million to $190.0 million and the AIR Facility was amended and restated in October 2011 to further

increase the capacity of the AIR Facility to $275.0 million Unless extended by the parties the receivables

purchase agreement supporting the borrowings under the A/R Facility expires on October 17 2014 or earlier

upon the occurrence of certain events customary for facilities of this type

On June 26 2012 the SPE and Alpha Natural Resources LLC ANR LLC each of which are our

subsidiaries entered into an amendment the A/R Facility Amendment to the Second Amended and Restated

Receivables Purchase Agreement dated as of October 19 2011 by and among the SPE ANR LLC certain

financial institutions from time to time parties thereto as conduit purchasers committed purchasers purchaser

agents and LC Participants as defined therein and PNC Bank National Association as administrator and LC

Bank as defined therein The AIR Facility Amendment among other things replaces the maximum net leverage

ratio termination event with termination event based on maximum net secured leverage ratio through the end

of 2014 and increases the maximum net leverage ratio termination event for the firt and second quarters of 2015

As of December31 2012 Letters of credit inthe amount of $16l2rniffion were outstanding under the A/R

Facility and no cash borrowing transactions had taken place As of December 312011 letters of credit in the amount

of $160.0 million were outstanding under the A/R Facility and no cash borrowing transactions had taken place If

outstanding letters of credit exceed borrowing capacity we are required to provide additional collateral in the form of

restricted cash to secure outstanding letters of credit Under the A/RFaciity the SPE is subject to certain affirmative

negative and financial covenants customary for financings of this type including restrictions related to among other

things liens payments merger or consolidation and amendments to the agreements underlying the receivables pool

Alpha Natural Resources Inc has agreed to guarantee the perfonnance by its subsidiaries other than the SPE of their

obligations under the A/R Facility We do not guarantee repayment of the SPEs debt under the A/R Facility The

financial institution which is the administrator may tenninate the AIR Facility upon the occurrence of ccrtain events

that are customary for facilities of this type with customary grace periods if applicable including among other

things breaches of covenants inaccuracies of representations and warranties bankruptcy and insolvency events

changes in the rate of default or delinquency of the receivables above specified levels change of control and material

judgments termination event would permit the administrator to terminate the program and enforce any and all nghts

and remedies subject to cure provisions where applicable

Capital Leases

Alpha entered into capital leases for equipment during 2012.Alphas liability for capital leases as of

December 31 2012 totaled $67 million

Analysis of Material Debt Covenants

We were in compliance with all covenants under the Credit Agreement and the indentures governing our

notes as of December 31 2012 breach of the covenants in the Credit Agreement or the indentures governing

our notes including the financial covenants under the Credit Agreement that measure ratios based on Adjusted

BBITDA could result in default under the Credit Agreement or the indentures governing our notes and the

respective lenders and note holders could elect to declare all amounts borrowed due and payable Any
acceleration under either the Credit Agreement or one of the indentures governing our notes would also result in

default under the other indentures governing our notes Additionally under the Credit Agreement and the

indentures governing our notes our ability to engage in activities such as incumng additional indebtedness

making investments and paying dividends is also tied to ratios based on Adjusted EBITDA
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Covenants and required levels set forth in our CreditAgreement are

Actual

Covenant Levels

Period Ended

December 312012

Minimum Adjusted EBITDA to cash interest ratio

Maximum total senior secured debt less unrestricted cash to Adjusted

EBITDA ratio

Minimum consolidated liquidity in thousands

Certain non-cashitems that may adjust EBITDA in the compliance caiculatioti are accretion oil asset

retirement obligations amortization of intangibles any long-term incentive plan accruals or any non-cash

compensation expense recorded from grants of stock appreciation or simiiai rights stock options orother rights

to officers directors and employees and gains or losses associated with the change in fair value of derivative

instruments Certain non-recurring items that may adjust EBITDA in the compliance calculation are business

optimization expenses or other restructuring charges non-cash impairment charges certain non-cash

expenses or charges arising as result of the application of acquisition accounting non-cash charges

associated with loss on early extinguishment of debt and charges associated with litigation arbitration or

contract settlements. Certain other items that may adjust EBITDA in the compliance calculation are a.after-tax

gains or losses from discontinued operations franchise taxes and other non-cash expenses that do not

represent an accrual or reserve for future cash expense

The calculation of adjusted EBITDA shown below is based on our results of operations in accordance with

the Credit Agreement and therefore is different from EBITDA presented elsewhere in this Annual Report oil

Form 10-K

Twelve

Months

Ended

December 31
2012

September 30 December 31
2012 2012

___________

In thousands

.$46 $127578 $2
47345 58834 .. 198147

13285 376 3373
83182 26769 549996
11682 5858 70338
238894 240059 1037575

143901 192602 i825133

56800 218557 1797729

14206 40747 1107526

$214907 $451906 $1080122

RequhŁd
Covenant Levels

2.25x

2.5x

$2052200 $500000

Adjusted EBITIA is defined as EBITDA further adjusted tO exclude certain non-cash items non-recurring

items and other adjustments permitted in calculating covenant.compliance under the Credit Agreement EBITIA

measure used by management to evaluate its ongoing operations for internal planmng and forecasting purposes is

defined as net income loss from operations plus interest expense income tax expense amortization of acquired

intangibles net and depreciation depletion and amortization less interest income and income lax benefit EBITDA

is not financial measure recognized under Umted States generally accepted accounting pnnciples and does not

purport to be an alternative to net income as measure of operating performance or to cash flows from operating

activities as measui of liquidity The amounts shown for EBITDA as presented may differ from amounts

calculated and may riot be comparable to other similarly titled measures used by other companies

Three Months Ended

Net loss

Interst expense

Interest income

Income tax benefit expense
Amortization of acquired intangibles net

Depreciation depletion and amortization

EBITDA
Non-cash charges

Other adjustments

Adjusted EBITDA

March 31 June 30
2012 2012

28768 $2234656

45434 46534

1097 1324
43785 449798
35512 17286
285772 272850

222044 2383680
4451 1526823

10184 1042389

$227777 185532
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Calculated in accordance withthe Credit Agreement

Adjusted to reflect immaterial corrections and adjustments to the provisional opening balance sheet of

Massey See Note in the Notes to the Consàlidated Financial Statements contained elsewhere in this Annual

Report of Form 10-K

Includes $188.2 million for the three months eflded December31 2012 and $1525.3 million for the three

months ended June 30 2012characterized underthe Credit Agreement as goodwill impairment which

corresponds to goodwill impairment described elsewhere in this Annual Report of Form 10-K

Includes $40.3 million for the three months ended December31 2012 $13.7 million for the three months

ended September 302012 $1010.9 million for the three months ended June 30 2012 and $4.0 million for

the three months ended March 31 2012 characterized under the Credit Agreement as business optimization

expenses and other restructuring charges which corresponds to asset impairment and restructuring charges

described elsewhere in this Annual Report of Form 10-K

Cash interest is calculated in accordance with the Credit Agreement and is equal to interest expense less

interest income and non-cash interest expense plus pro forma interest expense Cash interest for the twelve

months ended December 31 2012 is calculated as follows in thousands

Interest expense $198147

Less interest income 3373
Less non-cash interest expense 47545

Other adjustments 34102

Net cash interest expense $181 331

Calculated in accordance with the Credit Agreement

Consolidated liquidity is calculated in accordance with our Credit Agreement and is equal to the sum of all

unrestricted cash and cash equivalents marketable securities and unused revolving credit facility commitments

available under our Credit Agreement and our A/R Facility At December 31 2012 we had available liquidity of

$2.1 billion including cash and cash equivalents of $730.7 million marketable securities of $298.2 million and

$1.0 billion of unused revolving credit facility commitments available under our Credit Agreement and our AIR

Facility

Off-Balance Sheet Arrangements

In the normal course of business we are party to certain off-balance sheet arrangements These

arrangements include guarantees operating
leases indemrnfications and financial instruments with off balance

sheet nsk such as bank letters of credit and performance or surety bonds Liabilities related to these

arrangements are not reflected in our Consolidated Balance Sheets However the underlying obligations that they

secure such as asset retirement obligations self-insured workers compensation liabilities royalty obligations

and certain retiree medical obligations are reflected in our Consolidated Balance Sheets

We are required to provide financial assurance in Order to perform the post-mining reclamation required by

our mining permits pay our federal production royalties pay workers compensation claims under self-insured

workers compensation laws in various states pay federal black lung benefits pay retiree health care benefits to

certain retired UMWA employees and perform certain other obligations In ordr to provide the required

financial assurance we generally use surety bonds and self-bonding for post-mining reclamation and bank letters

of credit for self-insured workers compensation obligations and UMWA retiree health care obligations Federal

black lung benefits are paid from dedicated trust fund tb which future contributions will be required Bank

letters of credit are also used to collateralize portion of the surety bonds

We had outstanding surety bonds with total face amount of $445.3 million as of December 31 2012 to

secure various obligations and commitments In addition we had $160.5 million of letters of credit in place of
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which $0.3 million was outstanding under the Credit Agreement.and $160.2 million was outstanding under our

A/R Facility These outstanding letters of credit served as collateral for workers compensation bonds

reclamation surety bonds secured UMWA retiree health care obligations secured workers compensation

obligations and other miscellaneous obligations We meet frequently with our surety providers and have had

discussions with certain providers regarding the extent of and the terms of their participation in the program

These discussions may cauSe us to shift surety bonds between providers or to alter the terms of their participation

in our program In the event that our selfbonding capacity or additionalsurety bonds become unavailable or our

surety bond providers require additional collateral we would Seek to secure our obligations with letters of credit

cash deposits or other suitable forms of collateral which would likely require greater use of our credit facility

and A/R Facility for this purpose failure to maintain our self-bonding status an inability to acquire surety

bonds or additional collateral requirements could result from variety of factors including significant decline

in our financial position or creditworthiness and restrictiOns on the availability of collateral under our credit

agreements and indentures

Other

As regular part of our business we review opportunities for and engage in discussions and negotiations

concerning the acquisition of coal mining assets and interests in coal mining compames and acquisitions or

dispositions of or combinations with coal mining companies When we believe that these opportunities are

consistent with our strategic plans and our acquisition or disposition cntena we will make bids or proposals and

or enter into letters of intent and other similar agreements These bids or proposals which may be binding or

nonbinding are customarily subject to variety of conditions and usually permit us to terminate the discussions

and any related agreement if among other things we are not satisfied with the results of our due diligence

investigation Any acquisition opportunities we pursue could materially affect our liquidity and capital resources

and may require us to incur indebtedness seek equity capital or both There can be no assurance that additional

financing will be available on terms acceptable to us or at all

Contractual Obligations

The following is summary of our significant contractual obligations as of December31 2012 in

thousands

2013 2014-2015 2016-2017 After 2017 Total

Long-term debt 75000 $1138662 $150000 $2000000 $3363662

Capital lease obligations 14579 24276 8737 19384 66976

Other debt 5436 8704 5087 19227

Equipment purchas commitments 659 659

Operating leases 56 952 44 609 784 102 345

Minimum royalties 80 868 144 537 44 938 62 318 332 661

Federal coal lease 42 130 84 260 126 390

Coal purchase conirrntments 48981 30 212 79193

Total $331605 $1475260 $209546 $2081702 $4098113

Long term debt includes pnncipal amounts due in the years shown Cash interest payable on these

obligations with interest rates ranging between 2.375% and 9.75% on our loans would be approximately

$178.8 million in 2013 $337.2 million in 2014 to 2015 $283.0 million in 2016 to 2017 and $237.4 million

after 2017

Capital lease oibligatjons include principal amounts due in the years shown Cash interest payable on these

obligations with interest rates ranging between 2.13% and 13.86% would be approximately $4.3 million in

2013 $7.0 million in 2014 to 2015 $5.7 million in 2016 to 2017 and $34.9 million after 2017

Other debt includes principal amounts due in the
years

shown Cash interest payable on these obligation

with interest rates ranging between 4.00% and 6.132% would be approximately $0.9 million in 2013 $1.6

million in 2014 to 2015 and $03millionin 2016 to 2017
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Additionally we have long-term liabilities relating to asset retirement obligations postretirement pension
workers compensation and black lung benefits The table below reflects the estimated undiscounted cash flows

for these obligations in thousands

2013 2014 2015 2016 2017 After 2017 Total

Asset retirement obligation 85770 $166177 $121160 $1274257 $1647364
Postretirement benefitobligation 42250 93143 104754 1936140 2176287
Pension benefit obligation 25684 57906 66072 1675366 1825028
Black lung benefit obligation 5640 11848 12841 218947 249276
Workers compensation benefit obligation 15418 21690 16909 108849 162866

Total $174762 $350764 $321736 $5213559 $6060821

We currently expect to make contributions in 2013 of up to $20 million for our defined benefit pension

plans The estimated undiscounted cash flows will be paid from the defined benefit pension plan assets held

within the defined benefit pension plan trust In addition the estimated undiscountad cash flows disclosed

above include cash flows related to our supplemental executive retirement plans which are paid directly by

us and are $1.2 million in 2013 $2.6 million in 2014 to 2015 $2.7 million in 2016 tó2017 and $37.6

million thereafter

We expect to spend between $300 million and $350 million on capital expenditures during 013 This

amount includes the remaining portion of the Companys commitment to invest $80.0 million for mine safety

which is approximately $51.0 million as of December 31 2012

Cntical Accounting Policies and Estimates

Our discussion and analysis of our financial condition results of operations liquidity and capital resources

is based upon our consolidated financial statements which have been prepared in accordance with U.S generally

accepted accounting principles GAAP GAAP requires that we make estimates and judgments that affect the

reported amounts of assets liabilities revenues and expenses and related disclosure of contingent assets and

liabilities We base our estimates on historical experience and on various other factors and assumptions

including the current economic environmentthat we believe are reasonable under the circumstances the results

of which form the basis for making judgments about the carrying values of assets and liabilities that are not

readily apparent from other sources We evaluate our estimates and assumptions on an ongoing basis and adjust

such estimates and assumptions as facts and circumstances require Illiquid credit markets foreign currency and

energy markets and declines in demand for steel products have combined to increase the uncertainty inherent in

such estimates and assumptions As future events and their effects cannot be determined with precision actual

results may differ significantly from these estimates Changes in these estimates resulting from continuing

changes in the economic environment will be reflected in the financial statements in future periods

Derivatives Instruments and Hedging Activities We are subject to the risk of price volatility for certain of

the materials and supplies used in production such as diesel fuel and explosives and for the amount we receive

for the sale of natural gas As part of our risk management strategy we enter into options and pay fixed receive

variable and pay variable receive fixed swap agreements with financial institutions to mitigate the risk of price

volatility for both diesel fuel and explosives and sales of natural gas respectively Options and swap agreements

are derivative instruments that we are required to recognize as either assets or liabilities in the statement of

financial position and measure those instruments at fair value The accounting requirements for derivatives are

complex and judgment is required in certain areas such as cash flow hedge accounting and hedge effectiveness

testing We assess each option or swap agreement to determine whether or not it qualifies for special cash flow

hedge accounting In performing the assessment we make estimates and assumptions about the timing and

amounts of future cash flows related to the forecasted purchases of diesel fuel and explosives and sales of natural

gas We update our assessments at least on quarterly basis
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Reclamation Our asset retirement obligations arise from the federal Surface Mining Control and

Reclamation Act of 1977 and similar state statutes which require that mine property be restored in accordance

with specified standards and an approved reclamation plan Significant reclamation activities include reclaiming

refuse and slurry ponds reclaiming the pit and support acreage at surface mines sealing portals at deep mines

and the treatment of water We determine the future cash flows necessary to satisfy our reclamation obligations

on mine-by-mine basis based upon current permit requirements and various estimates and assumptions

including estimates of disturbed acreage cost estimates and assumptions regarding productivity We are also

faced with increasingly stringent environmental regulation much of which is beyond our control whichcould

increase our costs and materially increase our asset retirement obligations Estimates of disturbed acreage are

determined based on approved mining plans and related engineering data Cost estimates are based upon third-

party costs Productivity assumptions are based on historical experience with the equipment that is expected to be

utilized in the reclamation activities Our asset retirement obligations are initially recorded at fair value In order

to determine fair value we use assumptions including discount rate and third-party margin Each is discussed

further below

Discount Rate Asset retirement obligations are initially recorded at fair value We utilize discounted

cash flow techniques to estimate the fair value of our obligations We base our discount rate on the

rates of treasury
bonds with matunties similar to expected mine lives adjusted for our credit standing

Third-Party Margin The measurement of an obligation is based upon the amount third rty would

demand to perform the obligation Because we plan to perform significant amount of the reclamation

activities with internal resources third-party margin was added to the estimated costs of these

activities This margin was estimated based upon our historical experience with contractors performing

similar types of reclamation activities The inclusion of this margin will result in recorded obligation

that is greater than our estimates of our cost to perform the reclamation activities If our cost estimates

are accurate the excess of the recorded obligation over the cQst incurred to perform the work will be

recorded as gain at the time that reclamation work is completed

On at least an annual basis we review our entire reclamation liability and make necessary adjustments for

permit changes as granted by state authorities additional costs resulting from accelerated mine closures and

revisions to cost estimates and productivity assumptions to reflect current experience and updated plans At

December 31 2012 we had recorded asset retirement obligation liabilities of $856.7 million including amounts

reported as current While the precise amount of these future costs cannot be determined with certainty as of

December 31 2012 we estimate that the aggregate undiscounted cost of final mine closures is approximately

$1.6 billion

Coal Reserves There are numerous uncertainties inherent in estimating quantities of economically

recoverable coal reserves many of which are beyond our control As result estimates of economically

recoverable coal reserves are by their nature uncertain Information about our reserves consists of estimates based

on engineering economic and geological data assembled by our internal engineers and geologists and reviewed

by third party consultant Some of the factors and assumptions that impact economically recoverable reserve

estimates include

geological conditions

historical production from the area compared with production from other producing areas

the assumed effects of regulations and taxes by governmental agencies

assumptions governing future prices and

future operating costs

Each of these factors may vary considerably from the assumptions used in estimating reserves For these

reasons estimates of the economically recoverable quantities of coal attributable to particular group of

properties and classifications of these reserves based on risk of recovery and estimates of future net cash flows
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may vary substantially Actual production revenues and expenditures with respect to reserves will likely vary

from estimates and these variances may be material Variances could affect our projected future revenues and

expenditures as well as the valuation of coal reserves and depletion rates At December 31 2012 we had

4570.9 million tons of proven and probable coal reserves of which 2344.9 million tons were assigned to our

active operations and 2226.0 million tons were unassigned

Postretirement Medical Benefits We have long-term liabilities for postretirement medical benefit cost

obligations Detailed information related to these liabilities is included in Note 18 to the Consolidated Financial

Statements included elsewhere in this Annual Report on Form 10-K Liabilities for postretirement medical

benefit costs are not funded The liability is actuarially determined and we use various actuarial assumptions

including discount rate and future health care cost trends to estimate the costs and obligations for

postretirement medical benefit costs The discount rates used to determine the net penodic benefit cost for

postretirement medical benefits ranged from 74% to 441% for the
year

ended December 31 2012 At

December 31 2012 we had total postretirement medical benefit obligations of $1 006 million including

amounts reported as current

The estimated impact of changes to the healthcare cost trend rate and discount rate is as follows

One-Percentage One-Percentage
Health care cost trend rate Point Increase Point Decrease

In thousands

Effect on total service and interest cost components 7803 5933
Effect on accumulated postretirement benefit obligation $137535 $1 14782

One-Half Percentage One-Half Percentage

Discount rate Point Increase Point Decrease

In thousands

Effect on total service and interest cost components 18 12
Effect on accumulated postretirement benefit obligation 67096 71890

Retirement Plans We have three non-contributory defined benefit retirement plans the Pension Plans

covering certain of our salaried and non-union hourly employees all of which are frozen to new participants We
also have two unfunded nbæqualified Supplemental Executive Retirement Plans SERPs covering certain

eligible employees Benefits are based on either the employees compensation prior to retirement or stated

amounts for each year of service with us Funding of the defined benefit retirement plans is in accordance with

the requirements of ERISA and our contributions can be deducted for federal income tax purposes We
contributed $3.7 million to our defined benefit retirement plansfor the year ended December 31 2012 For the

year endedDecember 31 2012 we recorded net periodic benefit credit of $3.8 million for our Pension Plans

and SERPs and have recorded net obligations of $231.2 million

The calculation of the net periodic benefit expense and projected benefit obligation associated with our

Pension Plans and SERPs reqUires the use of number of assumptions that we deem to be critical accounting

estimates These assumptions are used by our independent actuaries to make the underlying calculations

Changes in these assumptions can result in different net periodic benefit expense and liability amounts and

actual experience can differ from the assumptions

The expected long-term rate of return on plan assets is an assumption of the rate of return on plan

assets reflecting the
average rate of earnings expected on the funds invested or to be invested to provide

for the benefits included in the projected benefit obligation We establish the expected long-term rate of

return at the beginning of each fiscal
year

based upon historical returns and projected returns on the

underlying mix of invested assets The Pension Plans investment targets are 45% equity funds and 55%

fixed income funds Investments are rebalanced on periodic basis to stay within these targeted

guidelines The long-term rate of return assumption used to determine net periodic benefit expense was
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7.25% for the year ended December 31 2012 The long-term rate of return assumption to be used in

2013 is expected to be 6.75% Any difference hetween the actual experience and the assumed

experience is deferred as an unrecognized actuarial gain or loss and amortized into expense in future

periods

The discount rate represents our estimate of the intrest rate at which pension benefits could be

effectively settled Assumed discount rates are used in the measurement of the projected accumulated

and vested benefit obligations and the service and interest cost components of the net periodic benefit

expense In estimating that rate we use rates of return on high quality fixed income investments The

discount rates used to determine pension expense ranged from 74% to 57% for the year ended

December 31 2012 The differences resulting from actual versus assumed discount rates are amortized

into pension expense over the remaining average life of the active plan participants one half

percentage point increase in the discount rate would increase the net periodic pension cost for the year

ended December 31 2012 by approximately $1 million and decrease the projected benefit obligation

as of December 31 2012 by approximately $65.4 million The corresponding effects of one half of

one percentage-point decrease in the discount rate would decrease the net periodic pension cost for the

year ended December 31 2012 by approximately $1.5 million and increase the projected benefit

obligation as of December 31 2012 by approximately $71.5 million

Workers Compensation Workers compensation is system by which individuals who sustain personal

injuries due to job-related accidents are compensated for their disabilities medical costs and on some occasions

for the costs of their rehabilitation and by which the survivors of workers who suffer fatal injuries receive

compensation for lost finanºial support The workers compensation laws are administered by state agencies with

each state having its own set of rules and regulations regarding compensation that is owed to an employee who is

injured in the course of employment Our obligations are covered through combination of self-insurance

program and third party insurance policies We accrue for any self-insured liability by recognizing costs when it

is probable that covered liability has been incurred and the cost can be reasonably estimated Our estimates of

these costs are adjusted based upon actuarial studies Actual losses may differ from these estimates which could

increase or decrease our costs At December 31 2012 we had workers compensation obligations of $180.0

million

Coal Workers Pneumoconiosis We are required by federal and state statutes to provide benefits to

employees for awards related to coal workers pneumoconiosis disease black lung Certain of our subsidiaries

are insured for workers compensation and black lung obligations by third-party insurance provider Certain

subsidiaries in West Virginia are self insured for workers compensation and state black lung obligations Certain

other subsidiaries are self-insured for black lung benefits and fund benefit payments through Section 501 c21
tax-exempt trust fund Provisions are made for estimated benefits based annual evaluations prepared by

independent actuaries In addition for our subsidiaries in Wyoming we participate in compulsory state-run

fund

Charges are made to operations for self-insured black lung claims as determined by an independent actuary

at the present value of the actuarially computed liability for such benefits over the employees applicable term of

service As of December 31 2012 we had black lung obligations of $141.8 million which are net of assets of

$3.4 million that are held in tax exempt trust fund

Business Combinations We account for our business cotubinations under the acquisition
method of

accounting The total cost of acquisitions is allocated to the underlying identifiable net tangible and intangible

assets based on their respective estimated fair values Determining the fair value of assets acquired and liabilities

assumed requires managements judgment the utilizatiOn of independent valuation experts and often involves the

use of significant estimates and assumptions with respect to the timing and amounts of future cash inflows and

outflows discount rates market prices and asset lives among other items
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Income Taxes We recognize deferred tax assets and liabilities using enacted tax rates for the effect of

temporary differences between thebook and tax bases of recorded assets and liabilities Deferred tax assets are

reduced by valuation allowance if it ismore likely than not that some portion or all of the deferred tax assets

will not be realized In evaluating the need for valuation allowance we analyze both positive and negative

evidence Such evidence includes objective evidence obtained from our historical earnings future sales

commitments outlooks on the coal industry by us and third parties expected level of future earnings with

sensitivities on expectations considered timing of temporary difference reversals ability or inability to meet

forecasted earnings unsettled industry circumstances ability to utilize net operating losses available tax

planning strategies limitations on deductibility of temporary differences and the impact the alternative minimum

tax has on utilization of deferred tax assets The valuation allowance is monitored and reviewed quarterly If our

conclusions change in the future regarding the realization of portion rr all of our net deferred tax assets we

may record change to the valuation allowance through income tax expense in the period the determination is

made which may have material impact on our results As of December 31 2012 we were in net deferred tax

liability position with tax computed at regular tax rates on the gross temporary differences Federal tax attributes

related to minimum tax credit carry-forwards and federal and state net operating losses partially offset the tax

effect of the temporary differences If federal tax attributes related to alternative minimum tax credit

carryforwards and federal net operating loss carryforwards increase relative to our deferred tax liabilities we

may be required to establish additional valuation allowances At December 31 2012 valuation allowance of

$105.8 million has been provided on certain state net operating losses and gross
deferred tax assets not expected

to provide future tax benefits

Asset Impairment U.S GAAP requires that long-lived asset group that is held and used should be

reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of the

long-lived asset group might not be recoverable Testing long-lived assets for impairment after indicators of

impairment have been identified is two-step process Step one compares the net undiscounted cash flows of an

asset group to its carrying value If the carrying value of an asset group exceeds the net undiscounted cash flows

of that asset group step two is performed whereby the fair value of the asset group is estimated and compared to

its carrying amount The amount of impairment if any is equal to the excess of the carrying value of an asset

group over its estimated fair value The amount of impairment if any is allocated to the long-lived assets on

pro-rata basis except that the canying value of the individual long-lived assets are not reduced below their

estimated fair value Our asset groups generally consist of the assets and applicable liabilities of one or more

mines and preparation plants and associated coal reserves for which cash flows are largely independent of cash

flows ofother mines preparation plants and associated reserves

During 2012 as result of certain announcements regarding production curtailments at certain mining

operations we determinedthat indicators of impairment were present for certain of our long-lived asset groups

We further determined that undiscounted cash flows were less than the carrying value for five of our asset

groups For these five asset groups we proceeded to step two and estimated the fair values of the asset groups

The fair values of the asset groups were estimated using an income approach utilizing market-place participant

assumptions The income approach is based on discounted cash flow methodology in which expected future net

cash flows are discounted to present value using an appropriate after-tax weighted average cost of capital

discount rate The income approach is dependent upon number of significant management estimates about

future performance including sales volumes and prices costs to produce income taxes capital spending working

capital changes and the after-tax weighted average cost of capital Changes in any of these assumptions could

materially impact the estimated fair value of our asset groups Our forecasts of coal prices generally reflect

long-term outlook of market prices expected to be be received for our coal If actual coal prices are less than our

expectations it could have material impact on the fair value of our asset groups Our forecasts of costs to

produce coal are based on our operating forecasts and an assumed inflation rate for materials and supplies such as

steel diesel fuel and explosives If actual costs are higher or if inflation increases above our expectations it could

have material impact on the fair value of our asset groups We also are faced with increasingly stringent safety

standards and governmental regulation much of which is beyond our control which could increase our costs and

materially decrease the fair value of our asset groups
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The carrying values of the five asset groups that proceeded to step two exceeded their estimated fair values

and accordingly we recorded asset impairment charges for the year ending December 31 2012 of $1000.5

million The asset impairment charges reduced the carrying values of mineral reserves by $714.6 million

property plant and equipment by $281.4 million and other acquired intangibles by $4.5 millionThe asset

impairments established new cost basis on which future depreciation depletion and amortization will be based

Goodwill Goodwill represents the excess of purchase price over the fair value of the identifiable net assets

of acquired companies Goodwill is not amortized instead it is tested for impairment annually as of October 31

of each year or more frequently if indicators of impairment exist

We test goodwill for impairment using fair value approach at the reporting unit level For certain of our

reporting units we apply qualitative assessment For the remaining reporting units we perform our goodwill

impairment test in two steps Step one compares the fair value of each reporting unit to its carrying value

including goodwill If the fair value ofa reporting unit determined in step one is lower than its carrying value we

proceed to step two which compares the carrying value of goodwill to its implied fair value In estimating the

implied fair value of goodwill at reporting unit we assigned the fair value of the reporting unit to all of the

assets and liabilities associated with the reporting unit as if the reporting unit had been acquired in business

combination Any excess of carrying value of goodwill over its implied fair value at reporting unit is recorded

as impairment

The valuation methodology utilized in step one to estimate the fair value of the reporting units is based on

both market and income approach and is within therange of fair values yielded under each approach The

income approach is based on discounted cash flow methodology in which expected future net cash flows are

discounted to present value using an appropriate after-tax weighted average cost of capital discount rate The

market approach is based on guideline company and similar transaction methodology Under the guideline

company approach certain operating metrics from selected group of publicly traded guideline companies that

have similaroperations to the Companys reporting units are used to estimate the fair value of the reporting units

Under the similar transaction approach recent merger and acquisition transactions for companies that have

similaroperations to the Companys reporting units are used to estimate the fair value of the Companys

reporting units

The income approach is dependent upon number of significant management estimates about future

performance including sales volumes and prices costs to produce income taxes capital spending working

capital changes and the after-tax weighted average cost of capital Changes in any of these assumptions could

materially impact the estimated fair value of our reporting units Our forecasts of coal prices generally reflect

long-term outlook cf market prices expected to be be received for our coal If actual coal pticesare less than our

expectationsit could have material impact on the fair value of our reporting units Our forecasts of costs to

produce coal are based on our operating forecasts and an assumed inflation rate for materials and supplies such as

steel diesel fuel and explosives If actual costs are higher or if inflation increases above our expectations it could

have material impact on the fair value of our reporting units We also are faced with increasingly stringent

safety standards and governmental regulation much of which is beyond our control which could increase our

costs and materially decrease the fair value of our reporting units

In connection with the testing of certain of our long-lived assets for impairment we performed goodwill

impairment test as of June 2012 and recorded goodwill impairment of $1525.3 million to reduce the carrying

value of goodwill to its implied fair value for nine reporting units in our Eastern Coal Operations segment and

one reporting unit in our Western Coal Operations segment

During the fourth quarter of 2012 we announced the completion of reorganization effort aimed at

enhancing operational effectiveness by aligning our structure to smaller production footprint following

announced production curtailments The reorganization included personnel and structural changes and other

consolidation efforts As result our internal management reporting structure was also changed As result
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prior to our annual goodwill impairment testing we reassessed our reporting units based on our new management

reporting strurture We allocated the existing goodwill to our new reporting units based on relative fair value

approach as required under U.S GAAP In connection with our annual goodwill impairment test performed as of

October 31 2012 we recorded goodwill impairment of $188.2 million to reduce the carrying value of goodwill

to its implied fair value for one of our reporting units in our Eastern Coal Operations segment The fair value of

our other reporting unit in our Eastern Coal Operations segment exceeded its carrying value by total of

approximately $400 million or 9%

Contingencies We are parties to number of legal proceedings These matters include personal injury

claims environmental issues and other matters more fully described in Note 21 to the Consolidated Financial

Statements included elsewhere in this Annual Report on Form 10-K We record accruals based on an estimate of

the ultimate outcome of these matters however these matters are difficult to predict and involve significant

judgment by management

New accounting pronouncements See Note in the Consolidated Financial Statements included elsewhere

in this Annual Report on Form 10-K for disclosures related to new accounting policies adopted

Item 7A Quantitative and Qualitative Disclosures about Market Risk

Commodity Price Risk

We manage our commodity price risk for coal sales through the use of long-term coal supply agreements

As of January 25 2013 we had sales commitments for approximately 92% of planned shipments for 2013 8% of

which is unpriced Uncommitted and unpriced tonnage was 8% for 2013 The discussion below presents the

sensitivity of the market value of selected financial instruments to selected changes in market rates and prices

The range of changes reflects our view of changes that are reasonably possible over one-year period Market

values are the present value of projected future cash flows based on the market rates and prices chosen

We have exposure to price risk for supplies that are used directly or indirectly in the normal course of

production such as diesel fuel steel and other items such as explosives We manage our risk for these items

through strategic sourcing contracts in normal quantities with our suppliers and may use derivative instruments

from time to time primarily swap contracts with financial institutions for certain percentage of our monthly

requirements Swap agreements essentially fix the price paid for our diesel fuel and explosives by requiring us to

pay fixed price and receive floating price

We expect to use approximately 61.4 million gallons of diesel fuel in 2013 and 2014 Through our

derivative swap contracts we have fixed prices for approximately 53% and 39% of our expected diesel fuel

needs for 2013 and 2014 respectively If the price of diesel fuel were to decrease in 2013 our expense resulting

from our diesel fuel derivative swap contracts would increase which would be offset by decrease in the cost of

our physical diesel fuel purchases

We also sell coalbed methane through our Coal Gas Recovery business The revenues derived from the sale

of coalbed methane are subject to volatility based on the changes in natural gas prices In order to reduce that

risk we enter into pay variable receive fixed natural gas swaps for portion of our anticipated gas production

in order to fix the selling price for portion of our production The natural gas swaps have been designated as

qualifying cash flow hedges As of December 31 2012 we had swap agreements outstanding to hedge the

variable cash flows related to approximately 76% of anticipated natural gas production in 2013

Credit Risk

Our credit risk is primarily with electric power generators and steel producers Our policy is to

independently evaluate each customers creditworthiness prior to entering into transactions and to constantly

monitor outstanding accounts receivable against established credit limits When appropriate as determined by
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our credit management function we have taken steps to reduce our credit exposure to customers that do not

meet our credit standards or whose credit has deteriorated These steps include obtainiig letters of credit or cash

collateral requiring prepayments for shipments or establishing customer trust accounts held for our benefit in the

event of failure to pay

Interest Rate Risk

Our objectives in managing exposure to interest rate changes are to limit the impact of interest rate changes

on earnings and cash flows and to lower overall borrowing costs As we continue to monitor the interest rate

environment in concert with our risk mitigation objectives consideration is being given to future interest rate-risk

reduction strategies

We have exposure to changes in interest rates through our Credit Agreement which- has variable interest

rate of 2.5 percentage points over the LIBO rate subject in the case of the revolving credit line to adjustment

based on leverage ratios As of December 31 2012-our term loan due 2016 under the Credit Agreement had an

outstanding balance of $539.5 million net of debt discount of $0.5 million The current portion of the tenn loan

due in the next twelve months was $75.0 million 50 basis point increase or decrease in interest rates would

increase or decrease our interest expense by $2.9 million
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Item Financial Statements and Supplementary Data

Report of Independent Registered.Public Accounting Firm

The Board of Directors and Stockholders

Alpha Natural Resources Inc

We have audited the accompanying consolidated balance sheets of Alpha Natural Resources Inc and

subsidiaries the Company as of December 31 2012 and 2011 and the related consolidated statements of

operations comprehensive income loss stockholders equity and cash flows for each of the years in the three-

year period ended December 31 2012 These consolidated financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these consolidated financial statements

based on our audits

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the financial statements are free of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial statements An audit also includes assessing the

accounting principles used and significant estimates made by management as well as evaluatingthe overall

financial statement presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects the

financial position of Alpha Natural Resources Inc and subsidiaries as of Decembr 31 2012 and 2011 and the

results of their operations and their cash flows for each of the years
in the three-year period ended December 31

2012 in conformity with U.S generally accepted accounting principles

We also have audited in accordance with the standards of the Public Cpmpany Accounting Oversight Board

United States the Companys internal control over financial reporting as of December 31 2012 based on

criteria established in Internal ControlIntegrated Framework issued by the Committee of Sponsoring

Organizations of the Treadway Commission COSO and our report dated March 2013 expressed an

unqualified opinion on the effectiveness of the Companys internal control over financial reporting

Is KPMG LLP

Roanoke Virginia

March 2013

105



Costs and expenses

ALPHA NATURAL RESOURCES INC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Amounts in thousands excepl share arn per share data

Cost of coal sales exclusive of items shown separately below

Freight and handling costs

Other expenses

Asset impairment andrestructuring

Goodwill impairment

Total costs and expenses

Income loss from operations

Other income expense

Interest expense

Interest income

Gain loss on early extinguishment of debt

Miscellaneous income expense net

Total other expense net

Income loss from continuing operations before income taxes

Income tax expense benefit

Income loss from continuing operations

Discontinued operations

Loss from discontinued operations before income taxes

Income tax benefit

Loss from dicontinued operations

Net income loss

Basic earnings loss per common share

Income loss from continuing operations

Loss from discontinued operations

Net income loss

Diluted earnings loss per common share

Income loss from continuing operations

Loss from discontinued operations

Net income loss

209788 382250

1068906

1713526 802337

9771333 7726802

2796449 619121

198147

3373

773

Weighted average sharesbasic

Weighted average sharesdiluted

See accompanying Notes to Consolidated Financial Statements

220261555 180126226 119808514

220261555 180126226 121757949

Revenues

Coal revenues

Freight and handling revenues

Otherrevenues

Total revenues

Years Ended December 31

2012 2011 2010

6015696 6189434

761928 662238

197260 256009
__________

6974884 7107681
___________

5004516

761928

45432

Depreciation depletion and amortization 1037575

Amortization of acquired intangibles net 70338

Selling general and administrative expenses exciusiveof depreciation

depletion and amortization shown separately above

5080921

662238

142709

770769

114422

3497847

332559

96750

3917156

2566825

332559

65498

370895

226793

180975

3743545

173611

73463
3458

1349
821

72175

101436

4218

97218

141914
3978

10026
635

190695 147327

987 144 766 448

549996 35906

2437148 730542

2719
1052

1667

2437148 730542 95551

11.06 4.06 0.81

0.01

11.06 4.06 0.80

11.06 4.06 0.80

0.01

11.06 4.06 0.79
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ALPHA NATURAL RESOURCES INC.AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME LOSS
Amounts in thousands

Years ended December 31

2012 2011 2010

Net income loss $2437148 $730542 95551

Other comprehensive income loss net of tax

Employee benefit plans

Current
year

actuarial gain loss net of income tax of $516 $94516

and $29154 for the years ended December 31 2012 2011 and 2010

respectively 651 156990 46451

Pnor service cost credit for penod net of income tax benefit of

$16 776 $6 177 and $4 203 for the years ended December 31 2012

2011 and 2010 respectively 28084 10260 6696

Less reclassification adjustment for amounts reclassified to earnings due

to amortization of actuarial net gain loss net of income tax of

$2898 $260 and $1313 for the years
ended December 31 2012i

2011 and 2010 respectively
4802 432 2091

Less reclassification adjustment for amounts reclassified to earnings due

to amortization of prior service cost credit net of income tax of $241

$229 and $430 for the years ended December 31 2012 2011 and

2010 respectively
400 380 684

Cash flow hedges

Unrealized gains related to cash flow hedges net of income tax of

$8272 $5291 and $4664 for the years ended December 31
2012 2011 and 2010 respectively 13812 8297 7821

Less reclassification adjustment for amounts reclassified to earnings

related to settlement of cash flow hedges net of income tax of $6215

$9571 and $181 for the years ended December 31 2012 2011 and

2010 respectively 10390 15407 277

Available-for-sale niarketable securities

Unrealized holding gains arising during the period net of income tax of

$185 $34 and $142 for the years
ended December 31 2012 2011

and 2010 respectively
309 56 223

Less reclassification adjustment for gains losses reclassified to earmngs

net of tax of $200 and $3 for the years
ended December 312012 and

2011 respectively 334

Total other comprehensive income loss net of tax 35 232 174247 33395

Total comprehensive income loss $2401916 $904789 62156

See accompanying Notes to Consolidated Financial Statements
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ALPHANATURAL RESOURCES INC AND SUBSIDIARIES

CQNSOLIDATEDBALANCE SHEETS

Amounts in thousands except shareand per share data

December 31 December 31
2012 2011

Assets

Current assets

Cash and cash equivalents 730723 585882
Trade accounts receivable net 418166 641975

Inventories net 398060 492022
Prepaid expenses and other current assets 786273 828196

Total current assets 2333222 2548075

Property equipment and mine development costs net of accumulated depreciation

and amortization of $1910058 and $1355937 respectively 2219016 2812069
Owned and leased mineral rights and land net of accumulated depletion of

$908416 and $633207 respectively 7428192 8284328
Goodwill net 567665 2281191
Other acquired intangibles net of accumulated amortization of $655047 and

$551584 respectively 228552 347889
Other non-current assets 313159 320493

Total assets $13089806 $16594045

Liabilities and Stockholders Equity

Current liabilities

Current portion of long-term debt 95015 46029
Trade accounts payable 255191 504059
Accrued expenses and other current liabilities 872402 1359160

Total current liabilities 1222608 1909248

Long-term debt 3291037 2922052
Pension and postretirement medical benefit obligations 1195187 1214724
Asset retirement obligations 763482 743613

Deferred income taxes 971001 1507923
Other non-current liabilities 678676 921441

Total liabilities 8121991 9219001

Commitments and Contingencies Note 21

Stockholders Equity

Preferred stockpar value $0.01 10.0 million shares authorized none issued

Common stockpar value $0.01 400.Ornillionshares authorized 232.2 million

issued and 220.6 million outstanding at December 31 2012 and 231.0 million

issued and 219.8 million outstanding at December 31 2011 2322 2310
Additional paid-in capital 8075694 8073512
Accumulated other comprehensive income loss 166598 201830
Treasury stock at cost 11.6 million and 11.2 million shares at December 31 2012

and December 31 2011 respectively 270302 262795
Accumulated deficit 2673301 236153

Total stockholders equity 4967815 7375044

Total liabilities and stockholders equity $13089806 $16594045

See accompanying Notes to Consolidated Financial Statements
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ALPHA NAIURAL RESOURCES INC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Amounts in thousands

Years Ended

December 31

2012 2011 2010

Operating activities

Net income loss

Adjustments to reconcile net income loss to net cash provided by operating activities

Depreciation depletion and amortization

Amortization of acquired intangibles net

Amortization of debt issuance costs and accretion of debt discount

Mark-to-market adjustments for derivatives

Accretion of asset retirement obligations

Stock-based compensation

Employee benefit plans net

Gain loss on early extinguishment of debt

Change in future costs of asset retirement obligations

Deferred income taxes

Asset impairment and restructuring

Goodwill impairment

Other net

Changes in operating assets and liabilities

Trade accounts receivable net

Inventories net

Prepaid expenses and other current assets

Other non-current assets

Trade accounts payable

Accrued expenses and other current liabilities

Pension and postretirement medical benefit obligations

Asset retirement obligations

Other non-current liabilities
___________ ___________ _________

Net cash provided by operating activities
_________ _________ ________

Investing activities

Cash paid for acquisition net of cash acquired

Capital expenditures 402377

Acquisition of mineral rights under federal lease 95765
Purchases of marketable securities 555096

Sales of marketable securities 352112

Purchase of equity-method investment 10100
Proceeds fromdisposition of property and equipment 38250

Other net

Net cash used in investing activities 672976
__________ ________

Financing activities

Proceeds from borrowings on long-term debt

Principal repayments on long-term debt

Principal repayments of capital lease obligations and other debt

Debt issuance costs

Excess tax benefit from stock-based awards

Common stock repurchases

Proceeds from exercise of stock options

Other net
___________ ___________ _________

Net cash provided by used in financing activities
_________ _________ ________

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period __________ __________

Cash and cash equivalents at end of period __________ __________ _________

Supplemental cash flow information

Cash paid for interest
___________ ___________ _________

Cash paid for income taxes
__________ __________ ________

Cash received for income tax refunds
___________ ___________ _________

Supplemental disclosure of non.cash investing and financing activities

Issuance of equity in connection with mergers and acquisitions
__________ __________ _________

Capital equipment leases
___________ ___________ _________

See accompanying Notes to Consolidated Financial Statements

$2437l48 730542

1037575 770769

70338 114422
43745 30263

2795 125391

65548 43062

9881 53685

72465 68157

773 10026

154377 37137

554575 17084
1068906

1713526 802337

39984 22698

95551

371103

226793

18552

11316

17621

33255

55771

1349

6688

70579

11464

229882

93962
230259

7549
246228
407128
53008
50313
23114

518419

178704 48507
120460 21886
28199 59075

30191 7468
84784 21755
41763 42730

105584 70770
22833 5593
26970 11819

686637 693601

711387

528586
64900

374048
547249

14800
8470

9005

1147007

2100000

1315357

85226

212257
4320

491480

31110

554772

585882

92137

17829

5673092

308864
36108

372790
214240

5000
4025

4000

508497

56854

8594
5505

41664
5521

115

96201

88903

465869

554772

61056

42289

494795

160157
10548
16361

7507
176

1000

299398

144841

585882

730723

144958

5038

38934

53192
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ALPHA NATURAL RESOURCES INC AND SUBSiDIARIES

CONSOLIDATED STATEMENTS OF STOCKHOLDERS EQUITY
Amounts in thousands except per share data

Balances December 31 2009

Net income

Other comprehensive income loss net

Exercise of stock options

Stock-based compensation and net issuance of

common stock for share vesting

Stock repurchase program

Balances December 31 2010

Net loss

Other comprehensive income loss net

Equity component of convertible debt assumed

in Massey Acquisition

Equity consideration for the Massey Acquisition 105985
Exercise of stock options 346

Stock-based compensation and net issuance of

common stock for share vesting

Stock repurchase program

Balances December 31 2011

Net loss

Other comprehensive income loss net

Exercise of stock options

Stock-based compensatioc and net issuance of

common stock for share vesting

Balances December 31 2012

See accompanying Notes to Consolidated Financial Statements
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Retained

Earnings Total

Accumulated Stockholders

Deficit Equity

________
398838 2591289

95551 95551

33395 33395
5521

22069

24999

2656036

730542

174247

110375

5673092

4320

36010

200000

7375044

2437148
35232

176

5489

$2673301 4967815

Accumulated

Other

Common Stock
Additional Treasury Comprehensive

Paid-in Stock at Income

Shares Amount Capital Cost Loss

123217 $1232 $2194281 8874 5812

452 5517

623

124292 $1242

38728 16665
24999

________

$2238526 50538 27583

174247

494389

730542

110375

1060 5672032
4316

400 48263 12257
200000

231023 $2310 $8073512 $262795 $201$30

35232
16 176

1195

232234

236153

2437148

12

$2322

2006 7507

$8075694 $270302 $166598



ALPHA NATURAL RESOURCES INC AND SUBSIDIARIES

NOTES to CONSOLIDATED FINANCIAL STATEMENTS

Dollars in thousands except per share data

Business and Basis Of Presentation

Business

Alpha Natural Resources Inc and its consolidated subsidiaries the Company or Alpha are primarily

engaged in the business of extracting processing and marketing steam and metallurgical coal from surface and

deep mines and mainly sell to electric utilities steel and coke producers and industrial customers The

Company through its subsidianes is also involved in marketing coal produced by others to supplement its own

production and through blending provides its customers with coal qualities beyond those available from its own

production

On June 2011 pursuant to the terms of the previously announced Agreement and Plan of Merger dated as

of January 28 2011 the Merger Agreement the Company completed its acquisition the Massey

Acquisition of Massey Energy Company Delaware corporation Massey Massey together with its

affiliates was major U.S coal producer operating mines and associated processing and loading facilities in

Central Appalachia For the year ended December 31 2011 Masseys financial results are included for the seven

month period June 2011 through December 31 2011 See Note for further disclosures related to the Massey

Acquisition

At December 31 2012 the Companys coal operations consisted of 74 deep and 33 surface mines located

in Virginia West Virginia Pennsylvania Kentucky and Wyoming At December 31 2012 the Company had

approximately 12400 employees of which 11% are affiliated with union representation with the United Mine

Workers of America UMWA The Companys union represented employees are primarily located in

Virginia West Virginia and Pennsylvania

Basis of Presentation

The consolidated financial statements include Alpha and its majority owned and controlled subsidiaries All

significant intercompany balances and transactions have been eliminated in consolidation

Reclassifications

Certain amounts in the 2011 Consolidated Balance Sheet Consolidated Statement of Cash Flows and

Consolidated Statement of Stockholders Equity have been reclassified to conform to the current year

presentation Also see Note for further details regarding final acquisition accounting adjustments and certain

immaterial cOrrections

Summary of Significant Accounting Policies

Use of Estimates

The Companys consolidated financial statements have been prepared in accordance with accounting

principles generally accepted in the United States of America GAAP The preparation of the Companys

consolidated financial statements requires management to make estimates and assumptions that affect the

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the

consolidated financial statements and the reported amounts of revenues and expenses during the reporting period

Significant items subject to such estimates and assumptions include inventories mineral reserves allowance for

non-recoupable advanced mining royalties asset impairments reclamation obligations acquisition accounting

pensions postemployment postretirerhentmedical and other employee benefit obligations useful lives for

depreciation depletion and amortization reserves for workers compensation and black lung claims current and
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ALPHA NATURAL RESOURCES INC AND SUBSIDIARIES

NOTES to CONSOLIDATED FINANCIAL STATEMENTS
Dollars in thousands except per share data

deferred income taxes reserves for contingencies and litigation and fair value of financial instruments

Estimates are based on facts and circumstances believed to be reasonable at the time however actual results

could differ from those estimates

Cash and Cash Equivalents

Cash and cash quivalents consist of cash held with reputable depository institutions and highly liquid

short-term investments with original maturities of three months or less Cash and cash equivalents are stated at

cost which approximates fair market value The Companys cash equivalents consist of money market funds that

are maintained in highly rated funds at December 31 2012

Marketable Securities

The Company classifies its marketable securities as trading or available-for-sale These securities are

recorded initially at cost and adjusted to fair value at each reporting date Unrealized gains and losses resulting

from fair value adjustments to available-for-sale securities are classified as separate component of

stocltholders equity Unrealized gains and losses resulting from fair value adjustments to trading securities are

recorded in current period earnings or loss Realized gains and losses on available-for-sale securities are

computed using the specific identification method Marketable securities with maturities of one year or less are

reported in prepaid expenses and other current assets Marketable securities with maturities of greater than one

year are reported in other non-current assets See Notes and 10 for further disclosures related to marketable

securities

Trade Accounts Receivable and Allowance for Doubtful Accounts

Trade accounts receivable are recorded at the invoiced amount and do not bear interest The allowance for

doubtful accounts is the Companys best estimate of the amount of probable credit losses in the Companys

existing accounts receivable The Company establishes provisions for losses on accounts receivable when it is

probable that all or part of the outstanding balance will not be collected The Company regularly reviews its

accounts receivable balances and establishes or adjusts the allowance as necessary using the specific

identification method The allowance for doubtful accounts was $7845 and $4663 at December 31 2012 and

2011 respectively

Account balances are written off against the allowance after all means of collection have been exhausted

and the potential for recovery is considered remote decline in current economic conditions prolonged

global national or regional economic recession or other similar events that have occurred in the past may

significantly impact the creditworthiness of the Companys customers If any of those factors change the

estimates made by management could also change which may affect the level of the Companys future provision

for doubtful accounts The Company does not have off-balance sheet credit
exposure

related to its customers

Inventories

Coal inventoriesare stated at the lower of average cost or market The cost of coal inventories is determined

based on average cost of production which includes all costs incurred to extract transport and process the coal

Market represents the estimated replacement cost subject to floor and ceiling whiºh considers the future sales

price of the product as well as remaining estimated preparation and selling costs Coal is repOrted as inventory at

the point in time the coal is extracted from the mine

Material and supplies inventories are valued at average cost less an allowance for obsolete and surplus

items
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Deferred Longwall Move Expenses

The Company defers the direct costs including labor and supplies associated with moving longwall

euipment and the related equipment refurbishment costs in prepaid expenses and other current assets These

deferred costs are amortized on units-of-production basis into cost of coal sales over the life of the subsequent

panel of coal mined by the longwall equipment See Note for further disclosæres related to deferred longwall

move expenses

Advanced Mining Royalties

Lease rights to coal lands are often acquired in exchange for royalty payments Advance mining royalties

are advance payments made to lessors under terms of mineral lease agreements that are recoupable against future

production These advance payments are deferred and charged to operations as the coal reserves are mined The

Company regularly reviews recoverability of advance mining royalties and establishes or adjusts the allowance

for advance mining royalties as necessary using the specific identification method Advance royalty balances are

generally charged off against the allowance when the lease rights are either terminated or expire

The changes in the allowance for advance mining royalties were as follows

Balance at December 31 2009

Provision for non-recoupable advance mining royalties

Write-offs of advance mining royalties1 _______

Balance at December 31 2010

Acquisition of Massey Energy Company2

Provision for non-recoupable advance mining royalties

Write-offsof advance mining royalties _______

Balance at December31 2011

Provision for non-recoupable advance mining royalties

Write-offs of advance mining royalties _______

Balanceat December 31 2012
_______

Includes $4100 reported in discontinued operations

See Note for discussion surrounding the Massey Acquisition

Property Equipment and Mine Development Costs

Costs for mine development incurred to expand capacity of operating mines or to develop new mines are

capitalized and charged to operations on the units-of-production method over the estimated proven and probable

reserve tons directly benefiting from the capital expenditures Mine development costs include costs incurred for

site preparation and development of the mines during the development stage less any incidental revenue

generated during the development stage Mobile mining equipment and other fixed assets are stated at cost and

depreciated on either straight-line basis over estimated useful lives ranging from one to 20 years or on units-

of-production basis Leasehold improvements are amortized using the straight-line method over the shorter of

the estimated useful iives or term of the lease Major repairs and betterments that significantly extend original

useful lives or improve productivity are capitalized and depreciated over the period benefited Maintenance and

repairs are expensed as incurred When equipment is retired or disposed the related cost and accumulated

depreciation are removed from the respective accounts and any profit or loss on disposal is recognized in cost of

coal sales

17852

916

5298

13470

12348

2249

7694

20373

8913

1484

$27802
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The Company also capitalizes certain costs incurred in the development of internal-use software including

external direct material and service costs and employee payroll and payroll-related costs All capitalized

internal-use software costs are amortized using the straight line method over the estimated useful life of the asset

Owned and Lea ied Mineral Rights and Land

Costs to obtain coal lands and leased mineral rights are capitalized and amortized to operations as depletion

expense using the units-of-production method Only proven and probable reserves are included in the depletion

base Depletion expense is included in depreciation depletion and amortization on the accompanying

Consolidated Statements of Operations and was $325999 $253622 and $111846 for the years ended

December 31 2012 2011 and 2010 respectively

Acquired Intangibles

Application of acquisition accounting resulted in the recognition of an asset for above market priced coal

supply and transportation agreements and liability for below market-priced coal supply agreements on the date

of the acquisitions The coal supply and transportation agreements were valued based on the present value of the

difference between the expected net contractual cash flows based on the stated contract terms and the estimated

net contractual cash flows derived from applying forward market prices at the acquisition dates for new contracts

of similar terms and conditions The coal supply and transportation agreement assets and liabilities are being

amortized over the actual amount of tons shipped under each contract The coal supply and transportation

agreement asset is reported in other acquired intangibles and the coal supply agreement liability is reported in

other non-current liabilities in the Consolidated Balance Sheets

In addition the application of acquisition accounting also resulted in the Company recording intangible

assets related to mining permits and covenants not-to-compete which are reported in other acquired intangibles

in the Consolidated Balance Sheets Amortization of other acquired intangible assets was $113750 $179761

and $234094 of expense and amortization of coal supply agreement liabilities was credit to expense of

$184088 $294183 and $7301 equating to net credit expense of $70338 $114422 and $226793

for the years ended December 31 2012 2011 and 2010 respectively which is included in amortization of

acquired intangibles net in the Consolidated Statements of Operations Future net amortization expense related

to acquired intangibles is expected to be as follows

2013 2021

2014 42868

2015 30895

2016 21824

2017 4668

Thereafter 5797

Total net future amortization expense $108073

Asset Impairment and Disposal of Long-Lived Assets

Long-lived assets such as property equipment mine development costs owned and leased mineral rights

and purchased intangibles subject to amortization are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount of an asset or asset groups may not be recoverable

Recoverability of assets or asset groups to be held and used is measured by comparison of the carrying amount

of an asset to the estimated undiscounted future cash flows expected to be generated by the asset or asset groups

If the carrying amount of an asset or asset groups exceeds its estimated future cash flows an impairment charge
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is recognized equal to the amount by which the carrying amount of the asset exceeds the fair value of the asset or

asset groups Assets to be disposed would separatelybe presented in the balance sheet and reported at the lower

of the carrying amount or fair value less costs to sell and would no longer be depreciated The assets and

liabilities of disposal group classified as held for sale would be presented separately in the Consolidated

Balance Sheets See Note for further disclosures related to asset impairments

Goodwill

Goodwill represents the excess of the purchase price over the fair value of the net identifiable tangible and

intangible assetS of acquired companies Goodwill is not amortized instead it is tested for impairment annually

or more frequently if indicators of impairment exist The Company routinely performs its goodwill impairment

testing as of October 31 of each year During 2012 the COmpany performed goodwill impairment tests as of

June 2012 and October 31 2012

The Company first assesses goodwill on qualitative basis If the qualitative assessment indicates that an

impairment potentially exists then the Company tests its goodwill for impairment using fair value approach at

the reporting unit level and performs the goodwill impairment test in two steps Step one compares the fair value

of each reporting Unit to its carrying amount If step one indicates that an impairment potentially exists the

second step is performed to measure the amount of impairment if any GOodwill impairment exists when the

estimated implied fair value of goodwill is less than its carrying value See Note for further disclosures related

to goodwill

Asset Retirement Obligations

Minimum standards for mine reclamation have been established by various regulatory agencies and dictate

the reclamation requirements at the Companys operations The Companys asset retirement obligations consist

principally of costs to reclaim acreage disturbed at surface operations estimated costs to reclaim support acreage

treat mine water discharge and perform other related functions at underground mines The Company records

these reclamation obligations at fair value in the period in which the legal obligation associated with the

retirement of the long lived asset is incurred When the liability is initially recorded at operations that are not

currently being reclaimed the offset is capitalized by increasing the carrying amount of the related long lived

asset When the liability is initially recorded at operations that are currently being reclaimed the offset is

recorded to cost of coal sales Over time the liability is accreted and any capitalized cost is depreciated over the

useful life of the related asset To settle the liability the obligation is paid and to the extent there is difference

between the liability and the amount of cash paid gain or loss upon settlement is recorded The Company

annually reviews its estimated future cash flows for its asset retirement obligations See Note 13 for further

disclosures related to asset retirement obligations

Income Taxes

The Company recognizes deferred tax assets and liabilities using enacted tax rates for theeffect of

tempOrary differences between thebook and tax basis of recorded assets and liabilities Deferred tax assets are

reduced by valuation allowance if it is more likely than not that some portion or all of the deferred tax asset will

not be realized In evaluating the needfor valuation allowance the Company takds into account various factors

including objective evidence obtained from historical earnings future sales commitments the expected level of

future taxable income and available tax planning strategies and the impact the alternative minimum tax has on

utilization of deferred tax assets If future taxable income is lower than expected or if expected tax planning
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strategies are not available as anticipated the Company would record change to the valuation allowance in the

period the determination is made See Note 17 for further disclosures related to income taxes

Revenue Recognition

The Company earns revenues primarily through the sale of coal but also earns other revenues from sales of

parts equipment filters rebuild and refurbishment services sales of coalbed methane and natural gas road

construction and intercontinental commodity transportation services With the exception of road construction and

intercontinental commodity transportation services revenue the Company recognizes revenue using the

following general revenue recognition criteria persuasive evidence of an arrangement exists delivery has

occurred or services have been rendered the price to the buyer is fixed or determinable and collectability is

reasonably assured Revenue from road construction contracts is recognized under the percentage of completion

method of accounting Revenue from intercontinental commodity transportation services is recognized on

ratable basis over the period of time in which transportation services are provided

Delivery on oui coal sales is determined to be complete for revenue recognition purposes when title and nsk

of loss has passed to the customer in accordance with stated contractual terms and there are no other future

obligations related to the shipment For domestic shipments title and risk of loss generally passes as the coal is

loaded into transport carriers for delivery to the customer For international shipments title generally passes at

the time coal is loaded onto the shipping vessel In the event that new contract is negotiated with customer

which incorporates an old contract with different pricing the Company applies single contract accounting

concept and recognizes as revenue the lower of the cumulative amount billed or an amount based on the

weighted average price of the new and old contracts applied to the tons sold

Freight and handling costs paid to third-party carriers and invoiced to coal customers are recorded as freight

and handling costs and freight and handling revenues respectively

Deferred Financing Costs

The costs to obtain new debt financing or amend existing financing agreements are deferred and amortized

to interest expense over the life of the related indebtedness or credit facility using the straight line method which

approximates the effective interest method Unamortized deferred financing costs are included in other non

current assets in the Consolidated Balance Sheets

Workers Compensation and Pneumoconiosis Black Lung Benefits

Workers Compensation

The Company is self-insured for workers compensation claims at certain of its operations and is covered by

third-party insurance provider at other locations The liabilities for workers compensation claims that are self-

insured by the Company are estimates of the ultimate losses incurred based on the Companys experience and

include provision for incurred but not reported losses Adjustments to the probable ultimate liabilities are made

either semi-annually or annually based on an actuarial study and adjustments to the liability are recorded based

on the results of this study These obligations are included in the Consolidated Balance Sheets as accrued

expenses and other current liabilities and other non-current liabilities See Note 18 for further disclosures related

to workers compensation liabilities
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Black Lung Benefits

The Company is required by federal and state statutes to provide benefits to employees for awards related to

black lung The Company is self-insured at certain loaations and covered by athird party insurance provider at

other locations Charges are made to operations for self-insured black lung claims as determined by an

independent actuary at the present value of the actuariallycomputed liability for such benefits over the

employees applicable term of service The Company recognizes in its baiancesheet the amount of the

Company unfunded Accumulated Benefit Obligation ABO at the end of the year Amounts recognized in

accumulated other comprehensive income loss are adjusted out of accumulated other comprehensive income

loss when they are subsequently recognized as components of net periodic benefit cost See Note 18 for further

disclosures related to other postretirement benefits
--

Pension and Other Postretirement Benefits

The Company is required to recognize the overfunded or underfunded status of defined benefit pension

plan as an asset or liability in its Consolidated Balance Sheets and to recognize changes in that funded status in

the year in which the changes occur through other comprehensive income loss The Company is required to

measure plan assets and benefit obligations as of the date of the Company fiscal year-end balance sheet and

provide the required disclosures as of the end of each fiscal year See Note 18 for further disclosures related to

pensions

The Company accounts for health care benefitsprOvided for current and certain retired employees and their

dependents by accruing the cost Of such benØfitsOver the service lives of employees Unrecognized actuarial

gains and losses are amortized over the estimated average remaining service period for active employees and

over the estimated average remaining life for retirees The Company recognizes in its Consolidated Balance

Sheets the amount of the Companys unfunded Accumulated Postretirement Benefit Obligation APBO at the

end of the year Amounts recognized in accumulated other comprehensive income loss are adjusted out of

accumulated other comprehensive income loss when they ar subsequently recognized as components of net

periodic benefit cost See Note 18 for further disclosures related to other postretirement benefits

Earnings Per Share

Basic earnings per share is computed by dividing net income by the weighted-average number of

outstanding common shares for the period Diluted earnings per share reflects the potential dilution that could

occur if instruments that may require the issuance of common shares in the future were settled and the underlying

common shares were issued Diluted earnings per share is computed by increasing the weighted-average number

of outstanding common shares computed in basic earnings per share to include the additional common shares that

would be outstanding after issuance and adjusting net income from changes that would result from the issuance

Only those secunties that are dilutive are included in the calculation See Note for further disclosures related to

earnings per share

Stock-Based Compensation

The Company recognizes expense for stock-based compensation awards based on the estimated grant-date

fair value For all grants the amount of compensation expense to be recoiiized is adjusted for an estimated

forfeiture rate which is based in part on historical data and other relevant factors Compensation expense for

awards with cliff vesting provisions is recognized on straight-line basis from the measurement date through the

vesting date Compensation expense for awards with graded vesting provisions is recognized using the

accelerated attribution method See Note19 for further disclosures related to stock-based compensation

arrangements
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Derivative Instruments and Hedging Activities

Derivative financial instruments are recognized as either assets or liabilities in the Consolidated Balance

Sheets and measured at fair value On the date derivative instrument is entered into the Company generally

designates qualifying derivative instrument as hedge of the variability of cash-flows to be received or paid

related to recognized asset or liability or forecasted transaction cash flow hedge The Company formally

documents all relationships between hedging instruments and hedged items as well as its risk-management

objective and strategy for undertaking various hedge transactions This
process

includes linking all derivatives

that are designated as cash flow hedges to specific firm commitments or forecasted transactions The Company

alsO formally assesses both at the hedges inception and on an ongoing basis whether the derivatives that are

used in hedging transactions are highly effective in offsetting changes in cash flows of the related hedged items

When it is determined that derivative is not highly effective as hedge or that it has ceased to be highly

effective hedge the Company discontinues hedge accounting prospectively and records all future changes in fair

value in current period earnings or losses

For denvative instruments that have not been designated as cash flow hedges changes in fair value are

recorded in current period earrnngs or losses For derivative instruments that have been designated as cash flow

hedges the effective portion of the changes in fair value are recorded in accumulated other comprehensive

income loss and any portion that is ineffective is recorded in current period earnings or losses Amounts

recorded in accumulated other comprehensive income loss are reclassified to earnings or losses in the period

the underlying hedged transaction affects earnings or when the underlying hedged transaction is no longer

probable of occurring See Note 16 for further disclosures related to derivative financial instruments and hedging

activities

Equity Method Investments

Investments in unconsolidated affiliates that the Companyhas the ability to exercise significant influence

over but not control the affiliates operating activities -are accounted.for under the equity-method of accounting

Under the equity method of accounting the Company records its proportionate share of the entitys net income or

loss at each reporting period in the Consolidated Statements of Operations in miscellaneousincome expense

net with corresponding entry to increase or decrease the carrying value of the investment

New Accounting Pronouncements Adopted --

In May 2011 the Financial Accounting Standards Board FASB issued Accounting Standards Update

ASU 2011 04 Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in

GAAP and IFRSs ASU 2011 04 which amended accounting guidance related to fair value

measurements and disclosures with the purpose
of converging the fair value measurement and disclosure

guidance issued by the FASB and the International Accounting Standards Board IASB The guidance is

effective for reporting periods beginning after December 15 2011 The guidance includes amendments that

clarify the intent of the application of existing fair value measurement requirements along with amendments that

change particular principle or requirement for- fair value measurements and disclosures- The Company adopted

the new guidance on January 2012.- The adoption did not have material impact on its Consolidated Financial

Statements or related disclosures

In June 2011 the FASB issued ASU 2011-05 Presentation of Comprehensive-Income ASU 2011-05
which amended accounting guidance related to presentation of comprehensive income The standards update is

intended to help financial statement users better understand the causes of an entitys change in financial-position
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and results of operation The amendment eliminates the option to present components of other comprehensive

income as part
of the statement of changes in stockholders equity The amendment requires that all non-owner

changes in stockholders equity be presented either in single continuous statement of comprehensive income or

in two separate but consecutive statements The guidance also requires that reclassification adjustments for items

that are reclassified from other comprehensive income to net income be presented on the face of the financial

statement where the components of net income and other comprehensive income are presented In

December 2011 the FASB issued ASU 2011-12 Deferral of the Effective Date forAmendments to the

Presentation of Items Out of Accumulated Other Comprehensive Income in Accounting Standards Update

No 2011-05 ASU 2011-12 which defers only those changes in ASU 201 1-05 that relate to the presentation

of reclassification adjustments out of accumulatedother comprehensive income ASU 2011-05 and ASU 2011-12

are effective for reporting periods beginning after December 15 2011 The Company adopted the new guidance

on January 2012

In September 2011 the FASB issued ASU 2011-08 Testing Goodwill for Impairment ASU 2011-08

ASU 2011-08 is intended to simplify how entities test for goodwill impairment by adding qualitative review

step to assess whether therequired quantitative impairment analysis is necessary ASU 2011-08 permits an entity

to first assess qualitative factors to determine whether it is more likely than not that the fair value of reporting

unit is less than its carrying amount If it is concluded that this is not the case it is not necessary to perform the

two-step impairment test as described in Accounting Standards Codification ASC Topic 350 Intangibles-

Goodwill and Other ASU 2011-08 is effective for annual and interim goodwill impairment tests performed for

fiscal years beginning after December 15 2011 See Note

In February 2013 the FASB issued ASU 2013 02 Reporting
of Amounts Reclassified Out of Accumulated

Other Comprehensive Income ASU 2013 02 The standard requires
that companies present either in single

note or parenthetically on the face of the financial statements the effect of significant amounts reclassified from

each component of accumulated other comprehensive income based on its source e.g the release due to cash

flow hedges from interest rate contracts and the income statement line items affected by the reclassification

e.g interest income or interest expense If component is not required to be reclassified to net incomein its

entirØtye.g the net periodic pension cost companies would instead cross reference to the related footnote for

additlbnal information e.g the pension footnote ASU 2013-02 is effective for interim and annual reporting

periods beginning after December 152012 The Company will adopt the provisions of the new guidance during

the first quarter of 2013

Mergers and Acquisitions

On June 2011 the Company completed its acquisition of 100% of the outstanding common stock of

Massey coal producer with operationi located primarily in Virginia West Virginia and Kentucky The

Company issued 025 shares of Alpha common stock and $10 00 in cash for each share of Massey common

stock Upon closing of the Massey Acquisition Alpha shareholders owned 54% of the combined company and

Massey shareholders owned 46% of the combined company

The Consolidated Statements of Operations include acquisition related expenses on pre-tax basis of

$34736 and $193453 in cost of coal sales $11418 and $13959 in selling general and administrative and

$32418 and $44687 of net other expenses for the years ending December 31 2012 and 2011 respectively

Included in cost of coal sales is $3 968 and $152 733 related to the impact of acquisition accounting and related

fair value adjustments to coal inventory $1468 and $35 521 of expenses for benefit integration activities and

employee severance $0 and $5199 of stock compensation expense and $29300 and $0 of expenses for

contractual settlement-related matters for the years ending December 31 2012 and 2011 respectively Selling
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The Company issued 105984847 shares of common stock in the transaction Fair value of common stock

issued was determined by the closing price of Alphas common stock on the day of the Massey Acquisition The

fair value of other equity awards was determined in accordance with the provisions of ASC 805 The total

purchase pnce has been allocated to the net tangible and intangible assets of Massey as follows

Provisional as of

December 31 2011

414310
998034

Property equipment and mine development costs

Owned and leased mineral rights and land

Goodwill

Other intangible assets

Other non-current assets

Total assets

Total current liabilities

Long-term debt including current portion

Pension and post-retirement medical benefits

including current portion

Asset retirement obligation including current

portion

Deferred income taxes including current portion

Below-market contract obligations

Other liabilities including current portion of black

lung and workers compensation
__________

Total liabilities

Equity component of convertible notes

Net tangible and intangible assets acquired
__________ ________
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general and administrative includes $10209 and $117546 for professional fees related to legal financing and

integration services $1209 and $30396 in expenses for benefits alignment and employee severance and $0 and

$16017 in stock compensation expense for the years ending December 31 2012 and 2011 respectively The net

other expenses of $32418 and $44687 for the years ending December 31 2012 and 2011 respectively were

recorded for contract-related matters related to coal contracts assumed in the MasseyAcquisition

Total revenues reported in the Consolidated Statements of Operations for the year ending December 31
2011 included revenues of $1878612 from operations acquired from Massey The amount of earnings from

continuing operations from the operations acquired from Massey included in the consolidated results of

operations for the year ending December 31 2011 is not readily determinable due to various intercompany
transactions and allocations that have occUrred in connection with the operations of the combined company

The fair value of the total consideration transferred was approximately $6714057 The acquisition date fair

value of each class of consideration transferred was as follows

Common shares

Other equity awards

Cash

Total purchase price

5649592

23500

1040965

$6714057

Inventories

Other current assets

Adju$ments Final

414310

61949 1059983

8885 1696646
399 6446087

87646 2701088
5889 359490

90790

135222 12768394

145412 127.4334

1397405

1705531

6445688

2613442

365379

90788

12633172

1128922

1397405

294657

610506

1303415

707969

365866

5808740

110375

6714057

18330

23145

5375

135222

294 657

628836

1280270

702594

365866

5943962

110375

6714057
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The Company finalized the purchase price allocation as of May 31 2012

Intangible assets and liabilities related tO coal supply agreements
and transportation agreements are being

amortized over the actual amount of tons shipped under each contract Mine permits are being amortized over

weighted average useful life of apprdximately 7.5 years and had weighted average term of approximately 2.3

years before the next renewal or extension at the time of the merger

Goodwill has been allocated to Eastern Coal Operations The goodwill recognized is generally attributable

to intangible assets that do not qualify for separate recognition such as .the Massey workforce synergies expected

to be realized through administrative sales and operating cost savings andcapital expenditure efficiencies and

annual revenue synergies expected to be achieved from the integration.of
the Massey assets into the Companys

existing operations

Prior to the finalization of the purchase price allocation the Company recorded adjustments to.the

provisional opening balance sheet and certain immaterial corrections as shown in the above table Adjustments

were made primarily to reflect corrections to asset retirement obligations updated estimates of certain tax

liabilities updated estimates of certain property values u.pdated estimatçs of below market contract liabilities

updated estimates for litigation related matters and related insurance recGveries other miscellaneous adjustments

and the deferred tax impact of all adjustments made

As result of the adjustments the Company adjusted depreciation.depletion and amortization amortization

of acquired intangibles net cost of coal sales other expenses other revenues and goodwill impairment and

restated its consolidated balance sheet as of December 31 2011 and its consolidated results of operations for the

three months ended June 30 2011 September 30 2011 December 31 2011 and March 31 2012 for the changes

to the provisional opening balance sheet of Massey and for certain other immaterial corrections and reclassifying

adjustments As result the Company recorded additional goodwill impairment of $57012 increased its net loss

before income taxes by $50131 and increased its net loss by $53152 for the year ended December 31 2011 and

decreased its net loss by $351 for the three months ended March 31 2012

The following unaudited pro forma information has been prepared for illustrative purposes only and

assumes the Massey Acquisition occurred on January 2010 The unaudited pro forma results have been

prepared based on estimates and assumptions which the Company believes are reasonable however they are not

necessarily indicative of the consolidated results of operations had the Massey Acquisitiol occurred on

January 2010 or of future results of operations

Year Ended Year Ended

December 31 December 31
2011 2010

Total revenues

As reported $7107681 $3917156

Pro forma $8642096 $6965995

Income loss.from continuing operations

As reported 730542 97218

Pro forma 834645 35952

Earnings loss per
share from continuing

operations-basic

As reported 4.06 0.81

Pro forma 3.73 0.16

Earnings loss per share from continuing

operations-diluted

As reported 4.06 0.80

Pro forma 3.73 0.16
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Earnings Per Share

The number of shares used to calculate basic earnings loss per common share is based on the weighted

average number of the Companys outstanding common shares during the respective periods The number of

shares used to calculate diluted earnings per share is based on the number of common shares used to calculate

basic earnings loss per share plus the dilutive effect of stock options and other stock-based instruments held by
the Companys employees and directors during each period the Companys outstanding 2.375% convertible

senior notes due 2015 the 2.375% Convertible Notes and for periods subsequent to the Massey Acquisition

the outstanding 3.25% convertible senior notes due 2015 issued by Massey the 3.25% Convertible Notes The

2.375% Convertible Notes and 3.25% Convertible Notes become dilutive for earnings per common share

calculations in certain circumstances The shares that would be issued to settle the conversion spread are included

in the diluted earnings per common share calculation when the conversion option is in the money For the years

ended December 31 2012 2011 and 2010 the conversion options for the 2.375% Convertible Notes and the

3.25% Convertible Notes were not in the money and therefore there was no dilutive earnings per share impact

For the years ended December 31 2012 and December 31 2011 there was no dilutive impact on earnings

per share as the Company incurred net loss for the year For the
year

ended December 31 2010 there were

32795 shares excluded from the computation of year-to-date diluted earnings per share as the shares were anti-

dilutive related to restricted stock awards and restricted stock units

The following table provides reconciliation of weighted average shares outstanding used in the basic and

diluted earmngs per share computations for the penods presented

Years Ended December31

2012 2011 2010

Weighted average sharesbasic 220261555 180126226 119808514
Dilutive effect of stock equivalents 1949435

Weighted average sharesdiluted 220261555 180126226 121757949

Inventories net

Inventories net consisted of the following

December 31

2012 2011

Raw coal 58382 52215
Saleable coal 233550 340672
Materials and supplies and other net 106128 99135

Total inventories net $398060 $492022
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Prepaid Expenses and Other Current Assets

Prepaid expenses
and other current assets consisted of the following

December 31

Marketable securitiesshort term

Prepaid insurance

Insurance and indemnification receivables

Notes and other receivables

Deferred income taxescurrent

Deferred long wall move expenses

Refundable income taxes

Derivative financial instruments

Prepaid freight

Deposits

Other prepaid expenses

Total prepaid expenses and other current assets

2012

$297452

21292

196074

37201

117692

11159

11369

21981

36174

15923

19956

$786273

2011

80342

52594

289019

42423

129885

16781

51711

35327

71348

33636

25130

$828196

SeeNotell

December 312012

Unrealized

Cost Gain Loss Fair value

85537 32 85568

211852 75 43 211884

$297389 $107 $44 $297452

Short-term marketable securities

U.S treasury and agency securities

Corporate debt securities

Total short-term marketable securities

Short-term marketable securities consisted of the following

Short-term marketable securities

U.S treasury and agency securities

Corporate debt securities

Total short-term marketable securities

December 312011

Unrealized

Cost Gain Loss Fair value

$18415 $61 $18476

61 861 61 866

$80276 $68 $2 $80342

Unrealized gains and losses are recorded as component of stockholders equity
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Property Equipment and Mine Development Costs

Property equipment and mine development costs consisted of the following

December 31

2012 2011

Plant and mining equipment $3688516 $3641521
Mine development 304765 272629
Coalbed methane equipment 16753 15210

Office equipment and software 66152 56547
Other 6605 6605
Construction in progress 46283 175494

4129074 4168006
Less accumulated depreciation and amortization 1910058 1355937

Total property equipment and mine development costs net $2219016 $2812069

Included in plant and mining equipment are assets under capital leases totaling $84044 with accumulated

depreciation of $8174 as of December 31 2012 Included in plant and mining equipment are assets under capital

lease totaling $30190 with accumulated depreciation of $197 as of December 31 2011

Depreciation and amortization expense associated with property equipment and mine development costs

was $711577 $517222 and $257649 for the years ended December 31 2012 2011 and 2010 respectively

Interest costs applicable to major asset additions are capitalized during the construction period During the

years ended December 31 2012 2011 and 2010 interest costs of $1194 $1925 and $2152 were capitalized

respectively

As of December 31 2012 the Company had commitments to purchase approximately $7659 of new
equipment expected to be acquired at various dates in 2013

Asset Impairment and Restructuring

U.S GAAP requires thata long-lived asset group that is held and used should be reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of the long-lived asset or asset

group might not be recoverable As result of announcements made during 2012 regarding plans to curtail

certain coal mining operations the Company determined that indicators of impairment with respect to certain of

its long-lived assets or asset groups existed The Companys asset groups generally consist of the assets and

applicable liabilities of one or more mines and preparation plants and associated coal reserves for which cash

flows are largely independent of cash flows of other mines preparation plants and associated coal reserves

The Company determined that the undiscounted cash flows were less than the carrying value for certain

asset groups The Company estimated the fair value of these asset groups using discounted cash flow analysis

utilizing market-place participant assumptions To the extent that the carrying values of the asset groups
exceeded their fair value the Company recorded an asset impairment charge The Company recorded asset

impairment charges totaling $1000453 during the
year ended December 31 2012 of which $994876 was

recorded for asset groups in our Eastern Coal Operations segment and $5577 was recorded for an asset group in

the Companys Other segment The asset impairment charges reduced the canying values of mineral reserves
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$714580 property plant and equipment $281357 and other acquired intangibles $4516 The asset impairments

established new cost basis on which future depreciation depletion and amortization will be based

In connection with the plans to curtail mining operations and the associated company actions for the year

ended December 31 2012 the Company also recorded severance expenses of $33856 professional fees and

other expenses
of $13636 lease termination costs of $13445 and reserved $7516 for advanced royalties

deposits and other assets which may not be recoverable

Goodwill and Other Acquired Intangibles Net

Goodwill

Eastern operations

Western operations

All other

Total goodwill

Accumulated impairment losses

Eastern operations

Western operations

All other

Total accumulated impairment losses

Goodwill net

Eastern operations

Western operations

All other

Total goodwill net

Goodwill

Eastern operations

Western operations

All other

Total goodwill

Goodwill net

Eastern operations

Western operations

All other

Total goodwill net

Balance as of

December 312011 AcquisitioDs Impairments

802337 $1660218
53308

$2221971

53308

5912 _________

$2281191
__________

Balance as Of

December 312010 Acquisitions Impairments

$323220

53308

5912
_________ ________

$382440

Balance as of

December 312012

3024308

53308

5912

3083528

$2462555

53308

Balance as of

December 312011

$3024308

53308

5912

$3083528

Goodwill

$3024308

53308

5912

$3083528

802337 Tii $1713526 $2515863

$1660218 561753

53308

$l713526

5912

567665

$2701088

$2701088

Accumulated impairment losses

Eastern operations

Western operations

All other

Total accumulated impairment losses

$802337 802337

$802337 802337

$2701088 $802337 $2221971

53308

5912

$2701088 $802337 $2281191

$323220

53308

5912

$382440
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The Company performs its annual goodwill impainnent test as of October 31 of each year Interim goodwill

impairment tests are performed as conditions warrant During the fourth quarter of 2011 andcontinuing

throughout the first half of 2012 domestic and international coal markets declined as result of slowing

economic activity fuel switching for electricity generation due to low priced natural gas and U.S environmental

regulations that discourage the use of coal By June 2012 due to the declining markets and the restructuring

actions taken by the Company the Company updated projections of production volumes and ºash operating

costs These events combined with the Companys assessment of its long-lived assets forimpairment as of

June 2012 triggered an interim goodwill impairment test

The Company performed its annual goodwill impairment test for certain reporting unit in the Other

segment using qualitative approach For the remaining reporting units the Company performed its annual

goodwill impairment test using two-step approach Step one compares the fair value of each reporting unit to its

carrying value The valuation methodology utilized to estimate the fair value of the reporting units is based on

both market and income approach and is ithin the
range

of fair values yielded under each approach The

income approach is based on discounted cash flow methodology in which expected future net cash flows are

discounted to present value using an appropriate after-tax weighted average cost of capital The market approach

is based on guideline company and similar transaction method Under the guideline company method certain

operating metrics from selected group of publically traded guideline companies that have similaroperations to

the Companys reporting units are used to estimate the fair value of the reporting units Under the similar

transaction method recent merger and acquisition transactions for companies that have simikir operations to the

Companys reporting units are used to estimate the fair value of the Companys reporting units

In step two of the goodwill impairment test the Company compares the carrying value of goodwill to its

implied fair value In estimating the implied fair value of goodwill at reporting unit the Company assigns the

fair value of the reporting unit to all of the assets and liabilities associated with the reporting unit as if the

reporting unit had been acquired in business combination

As result of applying the approach discussed above at its annual impainnent testing date of October 31 2012

the interim impainnent testing date of June 2012 and at its annual impairment testing date of October31 2011 the

Company recorded impairment charges of $188194 $1525332 and $802337 respectively to reduce the carrying

value of goodwill to its implied fair value The impairment charge related to the Companys Eastern Coal Operations

was $188194 $1472024 and $802337 at October 31 2012 June 2012 and October 31 2011 respectively The

impairment charge related to the Companys Western Coal Operations was $53308 at June 2012

Other Acquired Intangibles

December 312012

Accumulated Balance

Acquisition value amortization net

Assets

Above-market coal supply and transportation

agreements $780370 $61 3529 $166841

Mining permits 95679 34037 61642
Covenant not-to-compete 7100 7100
Other 450 381 69

Total $883599 $655047 $228552

Liabilities

Below-market coal supply agreements $611328 $490850 $120478
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Assets

Above-market coal supply and transportation

agreements

Mining permits

Coyenant not-to-compete

Other

Total

Liabilities

Below-market coal supply agreements

Reported as other acquired intangibles in the Consolidated Balance Sheets

Reported in other long-term liabilities in the Consolidated Balance Sheets

10 Other Non-current Assets

Total other non-current assets

December 31

2012 2011

8888 24618

85662 87477

61604 61585

20759 20256

55570 48338

4718 8571

25677 28936

50281 40712

$313159 $320493

December 312012

Unrealized

Cost Gain Loss Fair value

$754 $755

7544 2084 1495 8133

$8298 $2085 $1495 $8888

December 31 2011

Accumulated Balance

Acquisition value amortization net

$780370

106918

7100

5085

$899473

$527044

16506

3089
4945

$55 1584

$253326

90412

4011

140

$347889

$611328 $306762 $304566

Other non-current assets consisted of the following

Marketable securitieslong term

Unamortized deferred financing costs net

Advance mining royalties net

Virginia tax credit net

Equity-method investments

Derivative financial instruments

Insurance receivables

Other

Long-term marketable securities with maturity dates between one and three years consisted of the

following

Long-term marketable securities

Corporate debt securities

Mutual funds held in rabbi trust

Total long-term securities

127



ALPHA NATURALRESOURCES INC AND SUBSIDIARIES

NOTES to CONSOLIDATED FINANCIAL STATEMENTS
Dollars iæ.thousands except per share data

December 312011

Unrealized

Cost Gain Loss Fair value

Long-term marketable securities

US treasury and agency securities

Mutual funds held in rabbi trust

Total long-term securities

$20451 49 11 $20489

4222 578 671 4129

$24673 $627 $682 $24618

Unrealized gains and losses are recorded as component of stockholders equity

Unrealized gains and losses are recorded in current period earnings

2012 2011

$126760 184806

93219 190993

131291 143835

9090 27553

26700 21681

27884 18237

3154 32214

42250 38171

43185 7585

316766 604023

52103 90062

$872402 $1359160

11 Accrued Expenses and Other Current Liabilities

December 31

Accrued expenses and other current liabilities consisted of the following

Wages and employee benefits

Current portion of asset retirement obligations

Taxes other than income taxes

Freight

Current portion of self insured workers compensation

obligations

Interest payable

Derivative financial instruments

Current portion of postretirement medical benefit obligations

Deferred revenue

Litigation

Other
________

Total accrued expenses and other current liabilities

The Company has recorded related receivables of $196074 and $289019 from insurance
coverage and

indemnifications in prepaid expenses and other current assets at December 31 2012 and 2011 respectively
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December31

2012 2011

700000 700000

800 000 800 000

500000

540000 585000

536162 658673

287 500 287 500

86203 23554

63 813 86 646

$336052 $2968081

95015 46029

$3291037 $2922052

Notes Indenture and the Senior Notes

On June 2011 Alpha certain of Alpha wholly owned domestic subsidianes collectively the Alpha

Guarantors and Union Bank NA as trustee entered into an indenture the Base Indenture and first

supplemental indenture the First Supplemental Indenture and together with the Base Indenture the Notes

Indenture governing Alphas newly issued 6.00% senior notes due 2019 the 2019 Notes and 6.25% senior

notes due 2021 the 2021 Notes

On June 2011in connection with the Massey Acquisition Alpha the Alpha Guarantors Massey and

certain wholly owned subsidiaries of Massey the Massey Guarantors and together with the Alpha Guarantors

the Guarantors and Union Bank N.A as trustee entered into supplemental indenture the..Second

Supplemental Indenture to the Notes Indenture pursuant to Which Massey and certain wholly owned

subsidiaries of Massey agreed to become additional guarantors for the 2019 Notes and 2021 Notes

On October 11 2012 .Alpha the Guarantors and Union Bank N...A as trustee entered into supplemental

indenture the Third Supplemental Indenture to the Notes Indenture governing Alphasnewly issued 9.75%

senior notes due 2018 the 2018 Notes and.together with the 2019 Notes and the 2021 Notes the Senior

Notes

The 2018 Notes bear interest at a.rate of 9.75% per annum payable semi-annually on April 15 and

October 15 of each year beginning on April 15 2013 and will mature on April 15 201 The 2019 Notes bear

interest at rate of 6.00% per annum payable semi-annually on June and December of each year beginning

on December 2011 and will mature on June 2019 The 2021 Notes bear interest at rate of 6.25% per

annum payable semi-annually On June and December of each year beginning on December 2011 and will

mature on June 2021

As of December 31 2012 the carrying values of the 2018 Notes 2019 Notes and 2021 Notes were

$495161 net of discount of $4839 $800000 and $700000 respectively As of December 31 2011 the

carrying values of the 2019 Notes and 2021 Notes were $800000 and $700000 respectively

12 Long-Term Debt

Long term debt consisted of the following

25% senior notes due 2021

00% senior notes due 2019

9.75% seniOr notes due 2018

Term loan due 2016

3.25% convertible senior notes due 2015

2.375% convertible senior notes .due 2015

Other

Debt discount net

Total long-term debt

Less current.portion

Long term debt net of current portion
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Alpha may redeem the 2018 Notes in whole or in part at any time prior to maturity at price equal to

100.000% of the aggregate principal amount of the 2018 Notes plus make-whole premium plus accrued and

unpaid interest if any to but not including the applicable redemption date In addition Alpha may redeem up to

35% of the aggregate principal amount of the 2018 Notes with the net cash proceeds from certain equity

offerings at any time prior to October 15 2015 at redemption price equal to 109.75% of the aggregate

pnncipal amount of the 2018 Notes plus accrued and unpaid interest if any to but not including the applicable

redemption date if at least 65% of the aggregate pnncipal amount of the 2018 Notes onginally issued under the

Notes Indenture remains outstanding immediately after the redemption and the redemption occurs within

180 days of the date of the closing of such equity offering

Alpha may redeem the 2019 Notes in whole or in part at any time pnor to June 2014 at pnce equal to

100.000% of the aggregate principal amount of the 2019 Notes plus make-whole premium plus accrued and

unpaid interest if any to but not including the applicable redemption date Alpha may redeem the 2019 Notes

in whole or in part at any time during the twelve months commencing June 2014 at 103.000% of the

aggregate principal amount of the 2019 Notes at any time during the twelve mOnths commencing June 2015

at 101.500% of the aggregate principal amount of the 2019 Notes and at any time after June 2016 at

100.000% of the aggregate principal amount of the 2019 Notes in each case plus accrued and unpaid interest if

any to but not including the applicable redemption date In addition Alpha may redeem up to 35% of the

aggregate principal amount of the 2019 Notes with the net cash proceeds from certain equity offerings at any

time prior to June 2014 at redemption price equal to 106.000% of the aggregate principal amount of the

2019 Notes plus accrued and unpaid interest if any to but not including the applicable redemption date

provided that at least 65% of the aggregate principal amount of the 2019 notes originally issued under the Notes

Indenture remains outstanding after the redemption and the redemption occurs- within 180 days of the closing Of

such equity offering

Alpha may redeem the 2021 Notes in whole or in part at any time prior to June 2016 at -a price equal to

100.000% of the aggregate principal amount of the 2021 Notes plus make-whole premium plus accrued and

unpaid interest if any to but not including the applicable redemption date Alpha may redeem- the 2021 Notes

in whole or in part at any time during the twelve months commencing June 2016 at 103.125% of the

aggregate principal amount of the 2021 Notes at any time during-the twelve months-commencing June 2017

at 102.083% of the aggregate principal amount of the 2021 Notes at any time during the twelve months

commencing June 2018 at 101.042% of the aggregate principal amount of the 2021 Notes and at any time

after June 2019 at 100.000% of the aggregate principal amount of the 2021 Notes in each case plus accrued

and unpaid interest if any to but not including the applicable redernptioæ date In addition Alpha may redeem

up to 35% of the aggregate principal amount of the 2021 Notes with the net cash proceeds from certain equity

offerings at any time prior to June 2016 at redemption price equalto 106.250% of the aggregate principal

amount of the 2021 Notes plus accrued and unpaid interest if any to but not including the applicable

redemption date provided that at least 65% of the aggregate principal amount of the 2021 notes originally issued

under the Notes Indenture remains outstanding after-the redemption and the-redemption occurs within 180 days

of the date of the closing of such equity offering

Upon the occurrence of change in control repurchase event with respectto any of the series of the Senior

Notes unless Alpha has exercised its right to-redeem those Senior.Notes Alpha will-be required to offer to

repurchase each holders Senior Notes of such series at price equal to 101% of the principal amount thereof

plus accrued and unpaid interest if any to but not including the date of repurchase

The Notes Indenture contains covenants that limit among other things Alpha ability to

incur or permit its subsidiaries to incur additional debt
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issue or permit its subsidiaries to issue certain typesof stock

pay dividends on Alphas or its subsidiaries capital stock or repurchase Alphas common stock

make certain investments

enter into certain types of transactions with affiliates

incur liens on certain assets to secure debt

limit dividends or other payments by its restricted subsidiaries to Alpha and its other restricted

subsidiaries

consolidate merge or sell all or substantially all of its assets and

make certain payments on Alphas or its subsidiaries subordinated debt

These covenants are subject to number of important qualifications and exceptions These covenants may

not apply at any time after the Senior Notes re assigned credit grade rating of at least BB stable from

Standard Poor Ratings Services and of at least Bal stable from Moody Investor Service Inc

Third Amended and Restated Credit Agreement

On May 19 2011 in connection with the Massey Acquisition Alpha entered into Third Amended and

Restated Credit Agreement to amend and restate in its entirety the credit agreement dated as of July 30 2004 as

amended as of November 12 2004 and as of October 18 2005 as amended and restated as of July 2006 as

amended effective July 31 2009 äd as further amended and restated as of April 15 2010 as sO amended and

restated the Former Credit AgEeement the Former Ctedit Agreement as amended and restated by the Third

Amended and Restated Credit Agreement is referred to as the Credit Agreement with Citicorp North

America me as administrative agent and as collateral agent Bank of America N.A JPMorgan Chase Bank

N.A PNC Bank National Association The Royal Bank Of Scotland plC andUnion BªnkN.A and The Bank of

Tokyo-Mitsubishi UFJ Ltd as co-documentation agents Morgan Stanley Senior Funding Inc as sole

syndication agent Citigroup Global Markets Inc and Morgan Stanley Senior Funding Inc as joint lead

arrangers and joint book managers and various other financial institutions as lenders Thetenn of the Credit

Agreement amended and restatedand supereded the Former Credit Agreement in its entirety upon the

satisfaction of certain conditions precedent which included the consummation of the Massey Acquisition the

satisfaction of such conditions precedent is referred to as the initial Credit Event The Formerredit

Agreement remained in full force and effect until the occurrence Of the initial Credit Event

Upon the occurrence of the initial Credit Event the Credit Agreement provided for $600000 senior secured

term loan facility the TermLoan Facility and $1000000 senior secured revolving credit facility the

Revolving Facility Pursuant to the Credit Agreement Alpha may request incremental term loans or increase the

revolving commitments under the Revolving Facility in an aggregate amount of up to $1250000 plus an additional

$750000 subject to compliance with consolidated senior secured leverage ratio The lenders under these facilities

will not be under any obligation to provide any such ii cremental loans or commitments and any such addition of or

increase in such loans or commitments will be subject to certain customary conditions precedent

On June 262012 the Company entered into an amendment the credit Agreement Amendment to the

Credit Agreement The Credit Agreement Amendment among other things

replaces the maximum net leverage ratio covenant with maximum net secured leverage ratio covenant

through the end of 2014 increases the maximum net leverage ratio covenant for the first and second quarters of

2015 and decreases the minimum interest coverage ratio from the fourth quarter of 2012 through the end of 2013
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adds minimum liquidity covenant of $500000 through the end of 2014

increases the applicable margin for borrowings under the Credit Agreement if the Companys
consolidated net leverage ratio is greater than 3.75 to 1.00 for the preceding fiscal quarter

modifies the requirements for incremental term loan or revolving credit facilities in excess of $500000

and

provides additional real property collateral to secure obligations under the Credit Agreement and certain

hedging and cash management obligations with lenders and affiliates of lenders

As of December 31 2012 the carrying value of the Term Loan Facility was $539481 net of debt discount

of $519 with $75000 classified as current portion of long-term debt As of December 31 2011 the carrying

value of the Term Loan Facility was $584 330 net of debt discount of $670 with $45 000 classified as current

portion of long term debt There were no borrowifigs outstanding under the Revolving Facility as of

December 31 2012 or 2011 Letters of credit outstanding at December 31 2012 and 2011 under the Revolving

Facility were $300 and $300 respectively

Interest Rate and Fees Borrowings under the Credit Agreement bear interest at rate per annum equal to an

applicable margin plus at Alphas option either base rate determined by reference to the highest of the

rate that Citibank N.A announces from time to time as its prime or base commercial lending rate ii the federal

funds effective rate plus 0.50% and iii London Interbank Offer LIBO rate for 30-day interest period as

determined on such day plus .00% or LIBO rate for the interest period relevant to such borrowing

adjusted for certain additional costs The initial applicable margin for borrowings under the Credit Agreement is

1.50% with respect to base rate borrowings and 2.50% with respect to LIBO rate borrowings Commencing
October 2011 the applicable margin for borrowings under the Credit Agreement became subject to adjustment

each fiscal quarter based on Alphas consolidated leverage ratio for the preceding fscal quarter Swingline loans

bear interest at rate per annum equal to the base rate plus the applicable margin The interest rate in effect at

December 31 2012 and 201 was 2.72% and 2.51% respectively In addition to paying interest on outstanding

principal under the Credit Agreement Alpha is required to pay commitment fee to the lenders wider the

Revolving Facihty in respect of the unutilized commitments thereunder The initial commitment fee is 050% per

annum Commeneiig October 2011 the commitment fee became subject to adjustment each fiscal quarter

based on Alphas consolidated leverage ratio for the preceding fiscal quarter Alpha must also pay customary

letter of credit fees and agency fees

Mandatory Prepayments The Credit Agreement requires Alpha to prepay outstanding loans subject to

certain exceptions with 100% of the net cash proceeds including the fair market value of noncash proceeds

from certain asset sales and condemnation events in excess of the greater of $1500000 and 15% of consolidated

tangible assets as of the end of each fiscal year iii00% of the aggregate gross proceeds including the fair

market value of noncash proceeds from certain Intracompany Disposals as defined in the Credit Agreement

exceeding $500000 during the term of the Credit Agreement and iii 100% of the net cash proceeds from any

incurrence or issuance of certain debt other than debt permitted under the Credit Agreement Mandatory

prepayments will be applied first to the Term Loan Facility and thereafter to reductions of the commitments

under the Revolving Facility If at any time the aggregate amount of outstanding revolving loans swingline

loans unreimbursed letter of credit drawings and undrawn letters of credit under the Revolving Facility exceeds

the conmiitment amount Alpha will be required to repay outstanding loans or cash collateralize letters of credit

in an aggregate amount equal to such excess with no reduction of the commitment amount
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Voluntary Prepayments Reductions in Gommitments Alpha iay prepay in whole or in part amounts

outstanding under the Credit Agreement with prior notice but without premium or penalty other than customary

breakage costs with respect to LIBO rate loans and in certain minimum amounts Alpha may also repurchase

loans outstanding under the Term Loan Facility pursuant to standard reverse Dutch auction and open market

purchase provisions subject to certain limitations and exceptions Alpha may make voluntary reductions to the

unutilized commitments of the Revolving Facility from time to time without premium or penalty

Amortization and Final Maturity Beginning on September 30 2011 Alpha became required to make

scheduled quarterly amortization payments with respect to loans under the Term Loan Facility In the first two

quarters of 2013 each quarterly amortization payment will be in an amount equal to 2.5% of the original

principal amount of the term loans In the last two quarters of 2013 and the first two quarters of 2014 each

quarterly amortization payment will be in an amount equal to 3.75% of the original principal amount of the term

loans In the last two quarters of 2014 and the first two quarters of 2Q15 each quarterly amortization payment

will be in an amount equal to 5% of the original principal amount of the term loans In the last two quarters of

2015 and the first two quarters of 2016 eachquarterly amortization payment will be in an amount equal to 12.5%

of the original principal amount of the term loans There is no scheduled amortization under the Revolving

Facility The principal amount outstanding on the loans uider.the Revolving Facility will be due and payable on

June 30 2016 The Term Loan Facility and Revolving Facility will each mature on June 30 2016

Guarantees and Collateral All obligations under the Credit Agreement are unconditionally guaranteed by

certain of Alphas existing wholly owned domestic subsidiaries and are required tobeguaranteed by certain of

Alphas future wholly owned domestic subsidiaries All obligations under the Credit Agreement and certain

hedging and cash management obligations with lenders and affiliates of lenders therender are secured subject to

certain exceptions by substantially all of Alphas assets and the assets of Alphas subsidiary guarantors in each.

case subject to exceptions thresholds and limitations

Certain Covenants and Events of Default The Credit Agreement contains number of negative covenants

that among other things and subject to certain exceptions restrict Alphas ability and the ability of Alphas

subsidiaries to

make investments loans and acquisitions

incur additional indebtedness

incur liens

consolidate or merge

sell assets including capital stock of its subsidiaries

pay dividends on its capital stock or redeem repurchase or retire its capital stock or its other

Indebtedness

engage in transactions with its affiliates

matenally alter the business it conducts and

create restrictions on the payment of dividends or other amounts to Alpha from Alphas restricted

subsidiaries

In addition the Credit Agreement requires Alpha tocomply with certain financial ratio maintenance

covenants
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The Credit Agreement also contains customary representations and warranties affirmative covenants and

events of default including cross-default provision in respect of any other indebtedness that has an aggregate

principal amount exceeding $25000

Former Credit Agreement

The Former Credit Agreement consisted of term loans and revolving credit facility commitments due on

July 31 2014 During the year ended December 31 20i borrowings under the Former Credit Agreement

totaling $227896 were repaid The Former credit Agreement was replaced with the Credit Agreement as

described above

3.25% Convertible Senior Notes due 2015

As result of the Massey Acquisition the Company became guarantor of Masses 3.25% Convertible

Notes with aggregate principal outstanding at June 2011 of $59063 The 3.25% Convertible Notes bear

interest at rate of 3.25% per annum payable semi-annually in arrears on August andFebruary of each year

The 3.25% Convertible Notes will mature oil August 2015 unless earlier repurchased by the Company or

converted The 3.25% Convertible Notes had fair valile of $730900 at the acquisition date The Company

accounts for the 3.25% Convertible Notes under ASC 470-20 which requires issuers of convertible debt

instruments that may be settled wholly or partially in cash upon conversion to separately account for the liability

and equity components in manner -reflective of the issuers æonconvettible debt borrowing rate As of

December 31 2012 the carrying amount of the debt was $515901 net of debt discount of $20261 As of

December 31 2011 the carrying amount ofthe debt was$624946 net of debt-discount of $33727 As of

December 31 2012 and 2011 the carrying amount of the equity component totaled $110375 The debt discount

is being accreted over the fouyear term of the 3.25% Convertible Notes and provides for an effective interest

rate of 4.21%

On October 25 2012 the Company completed acash tender offer for portion of the outstanding 3.25%

Convertible Notes The Company paid $115943 including interest to redeem $122511 of the 3.25%

Convertible Notes The Company recognized gain on early extinguishment of debt of $773

The 3.25% Convertible Notes are senior unsecured obligations and rank equally with all of the Companys

existing and future senior unsecured indebtedness The 3.25% Convertible Notes ar guaranteed on senior

unsecured basis by Masseys subsidiaries which are among the Companys subsidiaries other than certain

minor subsidiaries of Massey The 3.25% Convertible Notes are effectively subordinated to all of the Companys

existing and future secured indebtedness and all existing and future liabilities of the Companys non-guarantor

subsidiaries including trade payables The 3.25% Convertible Notes are convertible in certain circumstances and

in specified periods at conversion rate subject to adjustment of the value of 11.4560 shares of common stock

per $1000 principal amount of 3.25% Convertible Notes From and after the effective date of the Massey

Acquisition the consideration deliverable upon conversion of the 3.25% Convertible Notes ceased to be based

upon Massey common stock and instead became based upon Reference Property as defined in the indenture

governing the 3.25% Convertible Notes the 3.25% Convertible Notes Indenture consisting of 1.025 shares

of Alpha common stock subject to adjustment upon the occurrence of certain events set forth in the 3.25%

Convertible Notes Indenture plus $10.00 in cash per share of Massey common stock Upon conversion of the

3.25% Convertible Notes holders will receive cash up to the principal amount of the notes being converted and

any excess conversion value will be delivered in cash Reference Property or combination thereof at the

Companys election One of the circumstances under which the 3.25% Convertible Notes would become

convertible is if the Companys common stock price exceeds set threshold during reference period specified

in the 3.25% Convertible Notes Indenture
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The 3.25% Convertible Notes Indenture contains customary terms and covenants including that upon

certain events of default occurnng and continuing either the trustee or the holders of at least 25% in aggregate

principal amount of the 25% Convertible Notes then outstanding may declare the principal of the 25%

Convertible Notes and any accrued and unpaid interest immediately due and payable In the case of certain

events of bankruptcy insolvency or reorganization relating to the Company the principal amount of the 25%

Convertible Notes together with any accrued and unpaid interest thereon will automatically become due and

immediately payable

The 3.25% Convertible Notes were not convertible as of December.3 2012 or 2011 and as result have

been classified as long term at both dates

2.3 75% Convertible Senior Notes Due April 15 2015

As of December 31 2012 and 2011 the Company had $287 500 aggregate pnncipal amount of 375%

convertible senior notes due April 15 2015 The 2.375% Convertible Notes bear interest at rate of 2.375% per

annum payable semi-annually in arrears on April 15 and October 15 of each year and will mature on April 15

2015 unless previously repurchased by the Company or converted The Company separately accounts for the

liability and equity components of its 2.375% Convertible Notes under ASC 470-20 which requires issuers of

convertible debt instruments that may be settled wholly or partially in cash upon conversion to separately account

for the liability and equity components in manner reflective of the issuers nonconvertible debt borrowing

rate The related deferred loan costs and discount are being amortized and accreted respectively over the seven

year term of the 375% Convertible Notes and provide for an effective interest rate of 64% As of

December 31 2012 and 2011 the carrying amounts of the debt component were $249 306 and $235 251

respectively As of December 31 2012 and 2011 the unamortized debt discount was $38 194 and $52 249

respectively As of December 31 2012 and 2011 the carrying amount of the equity cOmponent was $69851

The 375% Convertible Notes are the Company senior unsecured obligations and rank equally with all of

the Company existing and future senior unsecured indebtedness The 375% Convertible Notes are effectively

subordinated to all of the Company existing and future secured indebtedness and all existing and future

liabilities of the Company subsidiaries including trade payables The 375% Convertible Notes are

convertible in certain circumstances and in specified periods at an initial conversion rate of 18 2962 shares of

common stock per one thousand principal amount of 375% Convertible Notes subject to adjustment upon the

occurrence of certain events set forth in the indenture governing the 375% Convertible Notes the 375%

Convertible Notes Indenture Upon conversion of the 375% Convertible Notes holders will receive cash up

to the principal amount of the notes to be converted and any excess conversion value will be delivered in cash

shares of common stock or combination thereof at the Company election

The 2.375% Convertible Notes Indenture contains customary terms and covenants including that upon

certain events of default occumng and continuing either the trustee Union Bank of California or the holders of

not less than 25% in aggregate principal amount of the 375% Convertible Notes then outstanding may declare

the principal of 375% Convertible Notes and any accrued and unpaid interest thereon immediately due and

payable In the case of certain events of bankruptcy insolvency or reorgamzation relating to the Company the

principal amount of the 375% Convertible Notes together with any accrued and unpaid interest thereon will

automatically become due and be immediately payable

The 2.375% Convertible Notes were not convertible as of December 31 2012 and 2011 and therefore have

been classified as long-term debt at both dates
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6.8 75% Senior Notes due 2013

The Company assumed Massey 875% senior notes due 2013 the 2013 Notes with an aggregate

principal amount outstanding of $760 000 as part of the Massey Acquisition Following cash tender offer for

the 2013 Notes and upon redemption of the 2013 Notes on the redemption date of July 2011 the Company
recorded loss on early extinguishment of $752

7.25% Senior Notes Due August 2014

Foundation PA Coal Company LLC Foundation PA one of the Company subsidiaries had notes that

were scheduled to mature on August 2014 the 2014 Notes The outstanding 2014 Notes were redeemed

and became due and payable on August 18 2011 the Redemption Date at redemption price equal to

101.208% of the principal amount of the 2014 Notes plus any and all accrued and unpaid interest up to but

excluding the Redemption Date The Company paid $302909 including interest to redeem the 2014 Notes The

Company recognized loss on early extinguishment of debt of $4438 including the premium paid

Accounts Receivable Securitization

The Company and certain of its subsidianes are parties to an accounts receivable secuntization facility with

third party financial institution the A/R Facility The Company formed ANR Receivables Funding LLC

the SPE special purpose bankruptcy remote wholly owned subsidiary to purchase trade receivables

generated by certain of the Company operating and sales subsidiaries without recourse other than customary

indemnification obligations for breaches of specific representations and warranties and then transfer senior

undivided interests in up to $275 000 of those accounts receivable to financial institution for the issuance of

letters of credit or for cash borrowings for the ultimate benefit of the Company

The SPE is consolidated into the Companys financial statements and therefore the purchase and sale of

trade receivables by the SPE from t1e Company operating and sales receivables has no impact on the

Company consolidated financial statements The assets of the SPE however are not available to the creditors

of the Company or any other subsidiary The SPE
pays facility fees program fees and letter of credit fees based

on amounts of outstanding letters of credit as defined in the definitive agreements for the A/R

Facility Available borrowing capacity is based on the amount of eligible accounts receivable as defined under

the terms of the definitive agreements for the A/R Facility and vanes over time The A/R Facility was amended

in June 2011 to increase the capacity of the A/R Facility from $150 000 to $190 000 and the A/R Facility was

amended and restated in October 2011 to further increase the capacity of the A/R Facility to $275 000 Unless

extended by the parties the receivables purchase agreement supporting the borrowings under the A/R Facility

expires October 17 2014 or earlier upon the occurrence of certain events customary for facilities of this type

On June 26 2012 the SPE and Alpha Natural Resources LLC ANR LLC each of which are

subsidiaries of the Company entered into an amendment the A/R Facility Amendment to the Second

Amended and Restated Receivables Purchase Agreement dated as of October 19 2011 by and among the SPE

ANR LLC certain financial institutions from time to time parties thereto as conduit purchasers committed

purchasers purchaser agents and LC Participants as defined therein and PNC Bank National Association as

administrator and LC Bank as defined therein The A/R Facility Amendment among other things replaces the

maximum net leverage ratio termination event with termination event based on maximum net secured

leverage ratio through the end of 2014 and increases the maximum net leverage ratio termination event for the

first and second quarters of 2015
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As of December 31 2012 letters of credit in the amount of $160230 were outstanding under the A/R

Facility and no cash borrowing transactions had taken place As of December 31 2011 letters of credit in the

amount of $159987 were outstanding under the AIR Facility and no cashborrowing transactions had taken

place If outstanding letters of credit exceed borrowing capacity the Company is required to provide additional

collateral in the form of restricted cash to secure outstanding letters of credit Under the A/R Facility the SPE is

subject to certain affirmative negative and financial covenants customary for financings of this type including

restrictions related to among other things liens payments merger or consolidation and amendments to the

agreements underlying the receivables pool Alpha Natural Resources Inc has agreed to guarantee the

performance by its subsidiaries other than the SPE of their ob1igationsunder the A/R Facility The Company

does not guarantee repayment of the SPE debt under the A/R Facility The financial institution which is the

administrator may terminate the AIR Facility upon the occurrence of certain events that are customary for

facilities of this type with customary grace periods if applicable including among other things breaches of

covenants inaccuracies of representations and warranties bankruptcy and insolvency events changes in the rate

of default or delinquency of the receivables above specified levels change of control and material judgments

termination event would permit the administrator to terminate the program and enforce any and all rights and

remedies subject to cure provisions where applicable

Cap ital Leases

The Company entered into capital leases for equipment during 2012 The Companys liability for capital

leases as of December 31 2012 totaled $66976

Future Maturities

Future matunties of long-term debt as of December 31 2012 are as follows

2013 95015

2014 124667

2015 1046975

2016 155643

2017 8181

Thereafter 2019384

Total long-term debt $3449865

13 Asset Retirement Obligations

As of December 31 2012 and 2011 the Company had recorded asset retirement obligation accruals for

mine reclamation and closure costs totaling $856701 and $934606 respectively The portion of the costs

expected to be paid within
year

of $93219 and $190993 as of December 31 2012 and 2011 respectively is

included in accrued
expenses

and other current liabilities There were no assets that were legally restricted for

purposes
of settling asset retirement obligations at December 31 2012 or 2011 The Company is self-bonded for

its asset retirement obligations in West Virginia and Wyoming subject to periodic evaluation of the Companys

financial position by the applicable state and meeting certain financial ratios defined by each state Asset

retirement obligations for states other than Wyoming and West Virginia are secured by surety bonds
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Changes in the asset retirement obligations were as follows

Total asset retirement obligations at December 31 2010

Asset retirement obligations assumed in Massey Acquisition

Accretion for the period

Sites added during the period

Revisions in estimated cash flows

Expenditures for the period

Total asset retirement obligations at December 31 2011

Accretion for the period

Sites added during the period

Revisions in estimated cash flows

Expenditures for the period

Total asset retirement obligations at December 31 2012

Less current portion

Long-term portion

SeeNote3

$222993

628836

43062

2438

60110

22833

934606

65548

2154

95294

50313

$856701

93219

$763482

As result of matters related to the treatment of mine water discharges for selenium more fully discussed in

Note 21 the Company increased its asset retirement obligations by $55316 of which $37137 was related

to inactive mines and was recorded as an increase to cost of coal sales in the Consolidated Statements of

Operations for the year ended December 31 2011

Amount includes reduction related to inactive mines of $154377 for changes in engineering estimates

largely pertaining to future water treatment costs including the impacts of evolving treatment technologies

and maturing treatment plans which was recorded as reduction to cost of coal sales in the Consolidated

Statements of Operations for the year ended December 31 2012

14 Other Non-current Liabilities

Other non-current liabilities consisted of the following

Self insured workers compensation obligations

Black lung obligations

Below-market and other contract-related obligations net

Deferred coal revenue

Derivative financial instruments

Other

Total other non-current liabilities

December 31

2012 2011

$153283 $165925

135879 152789

255031 471531

43539 3909

972 6666

89972 120621

$678676 $92t441

15 Fair Value of Financial Instruments and Fair Value Measurements

The estimated fair values of financial instruments are determined based on relevant market information

These estimates involve uncertainty and cannot be determined with precision The following methods and

assumptions are used to estimate the fair value of each class of financial instrument
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The carrying amounts for cash and cash equivalents trade accounts receivable net prepaid expenses
and

other current assets trade accounts payable and accrued expenses and other current liabilities approximate fair

value due to the short maturity of these instruments

Long-term Debt The fair values of the 6.25% senior notesdue 2021 the 6.00% senior notes due 2019 the

9.75% senior notes due 2018 the 2.375% Convertible Notes and the 3.25% convertible Notes were estimated

using observable market prices as these securities are traded The fair values of the term loans are estimated

based on current market rate of interest offered to the Company for debt of similar maturities

The estimated fair values of long-term debt were as follows

December31 2012

Carrying
Amount

25% senior notes due 2021 700 000

00% senior notes due 2019 800 000

75% senior notes du 2018a 495 161

Term loan due 20161 539481

3.25% convertible senior notes due

2015 515901

375% convertible senior notes due

2015 .49306 ________ ________ _______

Total long term debt $3 299 849
_________ _________ ________

December 312011

Carrying
Amount

6.25% senior notes due 2021 700000

6.00% senior notes due 2019 800000

Term loan due 2016 584330

3.25% convertible senior notes due

20152 624946

2.375% convertible senior notes due

2015s 235251
_________ _________ _______

Total long-term debt $2944527
_________ _________ _______

Net of debt discount of $519 and $670 as of December 31 2012 and 2011 respectively

Net of debt discount of $20261 and $33727 as of December 31 2012 and 2011 respectively

Net of debt discount of $38194 and $52249 as of December 31 2012 and 2011 respectively

Net of debt discount of $4839 as of December 31 2012

Total Fair

Value

649110

755600

540125

537316

Quoted Prices

in Active

Markets

Level

649110

755600

540125

Significant

Other Significant

Observable Unobservable

Inputs Inputs

Level Level

537316

513375 513375

268094 268094

$3263620 $2726304 $537316

Significant

Quoted Prices Other

in Active Observable

Total Fair Markets Inputs

Value Level Level

682500 682500

780000 780000

584989 584989

596955 596955

276596 276596

$2921040 $2336051 $584989

Slgnificant

Unobservable

Inputs

Level
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ASC 820 requires disclosures about how fair value is determined for assets and liabilities and hierarchy

for which these assets and liabilities must be grouped based on significant levels of inputs as follows

Level 1Quoted prices in active markets for identical assets or liabilities

Level 2Quoted prices for similar instruments in active markets quoted prices foridentical or similar

instruments in markets that are not active and

Level 3Unobservable inputs in which there is little or no market data which require the reporting

entity to develop its own assumptions

The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or

liabilities Level measurements and the lowest priority to unobservable inputs Level measurements

The following tables set forth by level within the fair value hierarchy the Companys financial and non

financial assets and liabilities that were accounted for at fair value on recurring and non-recurring basis as of

December 31 2012 and 2011 respectively As required by ASC 820 financial and non financial assets and

liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value

measurement The Company assessment of the significance of particular input to the fair value measurement

requires judgment and may affect the determination of fair value for assets and liabilities and their placement

within the fair value hierarchy levels

Financial assets liabilities

U.S treasury and agency securities

Mutual funds held in rabbi trust

Corporate debt securities

Forward coal sales

Forward coal purchases

Commodity swaps

Commodity options

Financial assets liabilities

U.S treasury and agency securities

Mutual funds held in rabbitrust

Corporate debt securities

Forward coal sales

Forward coal purchases

Commodity swaps

Commodity options

Interest rate swaps

Quoted Prices

in Active

Total Fair Markets

Value Level

Significant

Unobservable

Inputs

Level

85568 $85568

8133 8133

$212639 $212639

15359 15359

7080 7080

138 138

Quoted Prices Significant Other Significant

in Active Observable Unobservable

Markets Inputs Inputs

Level Level Level

Total Fair

Value

38965

4129

61866

27254

$15456

3222

95

$10097

$38965

4129 $5

61866

27254

$15456

3222

95

$10097
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The following methods and assumptions were used to estimate the fair values of the assets and liabilities in

the tables above

Level Fair Value Measurements

U.S Treasury and Agency Securities and Mutual Funds Held in Rabbi TrustThe fair value of marketable

securities is based on observable market data

Senior Notes 2.375% Convertible Notes and 3.25% Convertible NotesThe fair value is based on

observable market data

Level Fair Value Measurements

Corporate Debt SecuritiesThe fair values of the Company corpor4te debt securities are obtained from

third party pncing service provider The fair values provided by the pncing service provider are estimated using

pricing models where the inputs to those models are based on observable market inputs including credit spreads

and broker-dealer quotes among other inputs The Company classifies the prices obtained from the pricing

services within Level of the fair value hierarchy because the underlying inputs are directly observable from

active markets However the pricing models used do entail certain amount of subjectivity and therefore

differing judgments in how the underlying inputs are modeled could result in different estimates of fair value

Forward Coal Purchase and SalesThe fair values of the forward coal purchase and sale contradts were

estimated using discounted cash flow calculations based upon actual contract prices and forward commodity

price curves The curves were obtaied from independent pricing services reflecting broker market quotes The

fair values are adjusted for counter-party risk when applicable

Commodity SwapsThe fair values of commodity swaps are estimated using valuation models which

include assumptions aboutcommodity prices based on those observed in the underlying markets The fair values

are adjusted for counter-party risk when applicable

Commodity OptionsThe fair values of the commodity options were estimated using an option pricing

model that incorporates historical volatility of the underlying commodity the strike price notional amount

current market price and risk free interest rate The fair values are adjusted for counter-party risk when

applicable

Interest Rate SwapsThe fair values of the interest rate swaps were estimated using discounted cash flow

calculations based upon forward interest-rate yield curves The curves were obtained from independent pricing

services reflecting broker market quotes The fair values are adjusted for counter-party risk when applicable

Term Loan due 2016The fair values of the Term Loan due 2016 is estimated based on market rates of

interest offered for debt of similar maturities

16 Derivative Financial Instruments

Forward Contracts

The Company manages price risk for coal sales and purchases through the use of coal supply agreements

The Company evaluates each of its coal sales and coal purchase forward contracts to determine whether they

meet the definition of derivative and if so whether they qualify for the normal purchase normal sale NPNS
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exception For those contracts that do meet the definition of derivative certain contract also qualify for the

NPNS exception based on managements intent and ability to physically deliver or take physical delivery of the

coal Contracts that meet the definition of derivative and do not qualify for the NPNS exception are accounted

for at fair value and accordingly the Company includes the unrealized gains and losse in current period

earnings or losses

Swap Agreements

Commodity Swaps

The Company uses diesel fuel and explosives in its production process and incurs significant expenses for

the purchase of these commodities Diesel fuel and explosives expenses represented approximately 8% 6% and

7% of cost of coal sales for the years ended December 31 2012 2011 and 2010 respectively The Company is

subject to the risk of price volatility for these commodities and as part of its risk management trategy the

Company enters into swap agreements
with financial institUtions to mitigate the risk of price volatility for diesel

fuel The terms of the swap agreements allow the Company to pay fixed price and receive floating price

which provides fixed price per unit for the volume of purchases being hedged As Of December 31 2012 the

Company had swap agreements outstanding to hedge the variable cash flows related to 53% and 39% of

anticipated diesel fuel usage for calendar years 2013 and 2014 respectively The average fixed price per swap for

diesel fuel hedges is $3.01 per gallon and $2.82 per gallon for calendar years 2013 and 2014 respectively.All

cash flows associated with derivative instruments are classified as operating cash flows in the Consolidated

Statements of Cash Flows for the years ended December 31 2012 2011 and 2010

The Company also sells coalbed thethanethiough its Coal Gas Recovery busihess The revenues derived

from the sale of coalbed methane are subject to volatility based On the changes in natural gas tices In order to

reduce that risk the Company enters into pay variable receive fixed natural gas swaps for portion of its

anticipated gas production in order to fix the selling price for portion of its production The natural
gas swaps

have been designated as qualifying cash flow hedges As of December 31 2012 the Company had swap

agreements outstanding to hedge the variable cash flows related to approximately 76% of anticipated natural
gas

production in 2013

Interest Rate Swaps

The Company has variable rate debt outstanding and is subject to interest rate risk based on volatility in

underlying interest rates The Company previously entered into pay fixed receive variable interest rate swaps to

convert the Companys previous variable-rate term loan into fixed-rate debt The interest rate swaps expired

dunng 2012 During 2012 2011 and 2010 changes in fair value were recorded in interest expense

The following tables present the fair values and location of the Companys derivative instruments within the

Consolidated Balance Sheets

Asset Derivatives

December 31 December 31
Derivatives designated as cash flow hedging instruments 2012 2011

Commodity swaps $11202 $16532

Commodity options
138 112

$11340 $16644
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Derivatives not designated cash flow hedging instruments

Forward coal sales

Total asset derivatives

As of December 31 2012 $6 622 is recorded in prepaid expenses
and other current assets and $4 718 is

recorded in other non current assets in the Consolidated Balance Sheets As of December 31 2011 $14 436

is recorded in prepaid expenses and other current assets and $2 208 is recorded in other non current assets in

the Consolidated Balance Sheets

As of December 31 2012 $15359 is recorded in prepaid expenses and other current assets in the

Consolidated Balance Sheets As of December 31 2011 $20891 is recorded in prepaid expenses and other

current assets and $6363 is recorded in other noncunent assets in the Consolidated Balance Sheets

Liability Derivatives

December 31 December 31
2012 2011

$3429 12874

December 31
2011

15456
693 436

17

10097

_____ $26006

______
$38880

As of December 31 2012 $2457 is recorded in aºcruØd expenses and other current liabilities and $972 is

recorded in other non-current liabilities in the Consolidated Balance Sheets As of December 31 2011

$6222 is recorded in accrued expenses and other current liabilities and $6652 is recorded in other non

current liabilities in the Consolidated Balance Sheets

As of December 31 2012 $4 is recorded accrued expenses and other current liabilities in the

ConsolidatedBalance Sheets As of December 31 2011 $15456 is recorded in accrued expenses and other

current liabilities in the Consolidated Balance Sheets

As of December 31 2012 $693 is recorded in accrued expenses and other current liabilities in the

Consolidated Balance Sheets As of December 31 2011 $436 is recorded in accrued expenses and other

current liabilities in the Consolidated Balance Sheets

As of December 31 2011 $3 is recorded in accrued
expenses

and other current liabilities and $14 is

recorded in other non-current liabilities in the Consolidated Balance Sheets

As of December 312011 $10097 is recorded in accrued expenses and other current liabilities in the

Consolidated Balance Sheets

December 31
2012

$15359

$26699

December 31
2011

$27254

$43898

Derivatives designated as cash flow hedging instruments

Commodity swaps

Derivatives not designated as cash flow hedging instruments

Forward coal purchases

Commodity Swaps

Commodity options-coal

Interest rate swaps

Total

Total liability derivatives

December 31
2012

697

$4126
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Derivatives designated as cash flow hedging instruments

Commodity swaps

Commodity options

Total

Forward coal sales

Forward coal purchases

Commodity swaps

Commodity optionsdiesel fuel

Commodity options-coal

Interest rate swaps

Freight swap

Total

Balance at beginning of period

Net change associated with current year hedging

transactions

Net amounts reclassified to earnings

Balance at end of period
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The following table presents the gains and losses from derivative instruments for the years ended

December 31 2012 2011 and 2010 and their location within the consolidated financial statements

Amounts recorded in other expenses in the Consolidated Statements of Operations

Net of tax

Derivatives not designated as cash flow hedging instruments

Gain loss reclassified Gain loss recorded in

from accumulated other accumulated other

comprehensive income comprehensive

loss to earnings income loss

2012 2011- 2010 2012 2011 2010

$10390 $15407 $277 $13831 $8277 $7821

19 20

-$10390 $15407 $277 $13812 $8297 $7821

Gain loss recorded in earnings

2012 2011 2010

$11887 $149252 739
15452 22408 1099

348 436 428
94

17 246

400 1263 8901
47

3530 $125391 $11316

Amounts are recorded as component of other revenues in the Consolidated Statements of Operations

Amounts are recorded as component of other- expenses in the Consolidated Statements of Qperations

Amounts are recorded as component of interest expense in the Consolidated Statements of Operations

Unrealized losses recorded in accumulated other comprehensive income loss are reclassified to income or

loss as the financial swaps settle and the Company purchases the underlying items that are being hedged During

the year
ended December 31 2012 the Company reclassified $460 net of tax out of accumulated other

comprehensive income loss because the underlying forecasted transactions were considered probable not to

occur During the next twelve months the Company expects to reclassify approximately $2053 net of tax to

earnings The following table summarizes the changes to accumulated other comprehensive income loss related

to hedging activities during the years ended December 31 2012 2011 and 2010

Years Ended December 31

2012 2011 2010

1333 8443 899

13812 8297 7821

10390 15407 277

4755 1333 $8443
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17 Income Taxes.s

The total income tax expense benefit provided on pre tax income was allocated as follows

Years Ended December 31

2012 2011 201ft

$549996 $35906 4218

_____ 1052

$549996 $35906 3166

Significant components of income tax expense benefit from continuing operations were as follows

Years Ended December 31

Current tax expense benefit

Federal

2012 2011 2010

Years Ended December 31

Federal statutory income tax expense benefit

Increases reductions in taxes due to

Percentage depletion allowance

State taxes net of federal tax impact

State tax rate and NOL change net of federal tax benefit

Deduction for domestic production activities

Change in valuation allowances

Change in lawMedicare Part Subsidy

Other non-deductible costs

State apportionment change net of federal tax impact

Non-deductible goodwill impairment

Reversal of reserves for uncertain tax positions

Other net

47917
2092
7437

2201
25

25566

2014

14018
99

4218

Includes federal tax expense and state tax expense net of federal tax benefit of $23454 and $2112

respectively

Continuing operations

Discontinued operations

State

Deferrdtax expense benefit
Federal

State

Total income tax expense benefit

Federal

State

$12915 $63045

5906 11367

$18821 74412

1686
6265

4579

$482015
72560

$554575

$483701
66295

$549996

$18743
1658

$17085

$68 169
2025

$70194

$31658 5124
4248 9342

$35906 4218

reconciliation of the statutory federal income tax expense at 35% to income from continuing operations

before income taxes and the actual income tax expense benefit is as follows

2012 2011

$1045500 $268257

2010

35503

76252
22620
8180

40757

1638

18654
572503

6312

549996Income tax expense benefit

60166
12041
8180

5352

9999

13166

280818

1057
4460

35906
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Amount for the year
ended December 31 2011 includes state tax benefits and interest expense

of $1012

and $45 respectively Amount for the year
ended December 31 2010 includes federal ta benefits state tax

benefits and interest expense of $11695 $2807 and $484 respectively

The Patient Protection and Affordable Care Act the PPACA and the Health Care and Education

Reconciliation Act were signed into law in March 2010 As result of these two acts taxbenefits available to

employers that receive the Medicare Part subsidy will be eliminated starting in years endingafter

December 31 2012 Since these acts were signed into law during the year ended December 31 2010 ASC 740
Income Taxes required that the effect of the tax law change be recorded immediately as component of tax

expense The income tax effect related to these acts was reduction of $25566 to the deferred tax asset related to

the postretirement prescription drug benefits

IRS examinations for the years 2005-2007 were determined to be effectively settled during the year ended

December 31 2010 in addition to certain statutes of limitations expiring The reversal of reserves provided an

income tax benefit net of interest of $14018

Deferred income taxes result from temporary differences between the reporting of amounts for financial

statement purposes and income tax purposes The net deferred tax assets and liabilities included in the

Consolidated Balance Sheets include the following amounts

December 31

2012 2011

Deferred tax assets

Asset retirement obligations 316440 349677

Other liabilities 133943 218033

Pension and postretirement medical

obligations

Alternative minimum tax credit carryforwards

Goodwill

Workers compensation obligations

Acquired intangibles net

Other

Net operating loss carryforwards __________ __________

Gross deferred tax assets

Less valuation allowance

Total net deferred tax assets

Deferred tax liabilities

Property equipment and mineral reserves

Other assets

Debt discount _________ _________

457072

215308

34791

109399

48759

15955

563699

1895366

105847

1789519

462801

216815

7837

120221

91753

13671

499553

1980361

64523

1915838

3146298

115148

32430

3293876

$1378038

Total deferred tax liabilities

Net deferred tax liability

2535035

86010

21783

2642828

853309
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The breakdown of the net deferred tax liabilityas recorded in the accompanying Consolidated Balance

Sheets is as follows

December 31

2012 2011

Current asset 117692 129885

Noncurrent liability 971001 1507923

Total net deferred tax liability $853309 $1378038

Changes in the valuation allowance during the years ended December 31 2012 and 2011 were as follows

December 31

2012 2011

Valuation allowance beginning of period 64523 $10975

Increase in valuation allowance not affecting income tax expense 567 48196

Increase in valuation allowance recorded as an increase to income tax expense-continuing

operations 40757 5352

Valuation allowance end of period $105847 $64523

The Company has concluded that it is more likely than not that deferred tax assets net of valuation

allowances currently recorded will be realized The Company monitors the valuation allowance each quarter and

makes adjustments to the allowance as appropriate The Federal impact of the valuatjon allowance attributable to

state net operating loss carryforwards is shown as component of the net operating loss carryforward deferred

tax asset If the entire valuation allowance recorded at December 31 2012 was reversed an income tax benefit of

$86392 would be recognized

At December 31 2012 the Company has regular tax net operating loss carryforwards for Federal income

tax purposes of $1.4 billion which are available to offset regular Federal taxable income The net operating losses

generated will not start to expire until 2023 The Company has gross net operating loss carryforwards for state

income taxes of $1.6 billion which are available to offset future state taxable income generally through 2032

valuation allowance has been provided for $827263 of the state net operating losses The Company also has

alternative minimum tax credit carryforwards of approximately $215308 which are available to reduce federal

regular income tax in excess of the alternative mijimum tax if any over an indefinite period

The total amount of unrecognized tax benefits that would affect the Companys effective tax rate if

recognized is $28741 as of December 31 2012 The Company believes that it is unlikely that total unrecognized

benefits recorded as of December 31 2012 will significantly change during the next twelve months

The Companys policy is to classify interest and penalties related to uncertain tax positions as part of

income tax expense As of December 31 2012 the Company has recorded accrued interest expense of $295
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The following reconciliation illustrates the Companys liability for uncertain tax

December 31

2012 2011 2010

Unrecognized tax benefitsbeginning of period $28741 $25442 39944

Gross adjustmentsMassey Acquisition 2721

Gross increasestax positions in prior periods 1590

Gross decreasessettlements with taxing authorities 12114

Reduction as result of lapse of the applicable statute of limitations 1012 2388

Unrecognized tax benefitsend of period $28741 $28741 25442

Tax years 2009-2012 remain open to federal and state examination The Internal Revenue Service initiated

corporate income tax audit during the second quarter of 2011 for the Companys 2008 and 2009 tax years and

during the second quarter of 2012 for the Companys 2010 tax year The 2008 audit was settled during the third

quarter of 2012 with no material effect on the Consolidated Financial Statements

18 Employee Benefit Plans

The Company sponsors or participates in several benefit plans for its employees including postemployment

health care and life insurance defined benefit and defined contribution pension plans and workers

compensation and black lung benefits

In March 2010 the Patient Protection and Affordable Care Act PPACA was enacted potentially

impacting the costs to provide healthcare benefits to the Companys eligible active and certain retired employees

and workers compensation benefits related to occupational disease resulting frOm coal workers pneumoconiosis

Black Lung The PPACA has both short-term and long-term implications on healthcare benefit plan

standards Implementation of this legislation is planned to occur in phases with multiple changes having taken

effectby 2012 and with additional changes extendingover the next several years through 2018 and beyond Plan

standard changes that could affect the Company in the short term include minimum essential coverage

requirements restrictions on the plan cost contribution leiel an employer may require of its employees the

establishment of state and federal exchanges designed to compete with private insurers mandate that all

individuals purchase health insurance or pay penalty and requirement that all employers with at least

50 full-time employees provide health insurance to their respective workforcesor pay penalty Plan standard

changes that are expected to affect the Company in the long term include anexcise tax on highcost plans and

the elimination of annual dollar limits per covered individual among other standard requirements

Beginning in 2018 the PPACA will impose 40% xcise tax on employers to the extent that the value of

their healthcare plan coverage
exceeds certain dollar thresholds The Company has accrued approximately

$40000 as of December 31 2012 for the estimated impact of the PPACA which is included in pension and

postretirement medical benefit obligations on the accompanying Consolidated Balance Sheets The Company

anticipates that certain government agencies will provide additional regulations or interpretations concerning the

application of this excise tax The Company will need to continue to evaluate the impact of the PPACA in future

periods and when these regulations or interpretations are published the Company will evaluate its assumptions

in light of the new information

The PPACA also amended previous legislation related to coal workers Black Lung providing automatic

extension of awarded lifetime benefits to surviving spouses and providing changes to the legal criteria used to
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assess and award claims The Company evaluated the impact of these changes to its population of beneficiaries

and possible future claimants and as result re-measured the obligations for its self-insured black lung plans

during the first quarter of 2010 The re-measurement resulted in an estimated $6658 increase to the obligation

included in other non-current liabilities in the accompanying Consolidated Balance Sheets with an offset to

accumulated other comprehensive income loss

Company Administered Posiretirement Health Care and Life Insurance Benefits

The Company provides postretirement medical and life insurance benefits to certain eligible employees

under various plans Certain plans are contributory while others are noncontributory Additionally certain plans

are established by collective bargaining agreements

The Company assumed defined benefit health care plans as result of the Massey Acquisition that provide

postretirement medical benefits to eligible union and non-union employees To be eligible retirees must meet

certain age and service requirements Depending on year
of retirement benefits may be subject to annual

deductibles coinsurance requirements lifetime limits and retiree contributions These plans are unfunded

Beginning January 2013 the majority of the Companys union retirees were enrolled in an Emplóyer Group

Waiver Plan EGWP and the majority of the Companys non-union retirees were moved to health

reimbursement account HRA arrangement The Company will provide fixed annual notional credit through

the HRA to most post-65 retirees under this arrangement which retirees may use to purchase insurance through

Medicare exchange
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The components of the change in accumulated benefit obligations of the plans for postretirement medical

benefits were as follows

2012 2011

The following table details the components of the net periodic benefit cost for postretirement medical

benefits

Service cost

Interest cost

Amortization of net actuarial loss

Amortization of prior service cost credit

Net periodic benefit cost

Years Ended December 31

2011 2010

$12728 $10933

43212 35860

2302 1010

______ 609 1114

_______
$57633 $48917

December 31

Change in benefit obligations

Accumulated benefit obligation-beginning period

Assumption of obligations due to Massey Acquisition

Service cost

Interest cost

Actuarial gain loss

Benefits paid

Less Federalsubsidy on benefits paid

Change in plan provisions

Accumulated benefit obligation-end of period

Change in fair value of plan assets

Employer contributions

Benefits paid

Fair value of plan assets at December 31

Funded status

Amounts recognized in the consolidated balance sheets

Current liabilities

Long-term liabilities

Amounts recognized in accumulated other comprehensive income loss

Prior service cost credit

Net actuarial loss

1079368 706335

187025

16408 12728

42122 43212

47753 142936

39117 31175

1870

4435 16437

1006193 1079368

39117 31175

39117 31175

1006193 079368

42250

963943

$1006193

28340

151929

123589

38171

1041197

$1 079368

15854

204338

220192

2012

$16408

42122

4656

641

$62545
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Other changes in plan assets and benefit obligations recognized in other comprehensive income loss are as

follows

Years Ended December 31

2012 2011 2010

Current
year actuarialgain loss $47753 $142936 82752

Prior service cost credit for period 44 835 16 437 10 899

Amortization of net actuarial loss 4656 2302 1010
Amortization of prior service cost credit 641 609 1114

Total recognized in other comprehensive income loss $96 603 $157 680 69 729

Total recognized in net periodic benefit cost and other

comprehensive income loss $34058 $215313 $118646

The estimated amount that will be amortized from Accumulated other comprehensive income loss into net

period benefit cost in 2013 is as follows

Actuarialioss $4147
Prior service cost 3819

328

The weighted-average assumptions used to determine the postretirement plans benefit obligation as of

December 31 2012 and 2011 were as follows

December 31

2012 2011

Discount rate 389% 4.41%

The discount rates used in determining netperiodic postretirernent medical beneflt cost for the years ended

December 31 2012 2011and 2010 were as follows

Years Ended December 31

2012 2011 2010

Discount rate 3.74% 4.41% 4.37% 5.28% 4.59% 5.88%

The discount rate assumption is determined from published yield curve table matched to timing of the

Companys projected cash out flows

The following presents information about the postretirement plans weighted-average annual rate of increase

in the per capita cost of covered beneflts i.e health care cost trend rate

Health care cost trend rate assumed for the next year
00%

Rate to which the cost trend is assumed to decline ultimate
trend rate 5.00%

Year that the rate reaches the ultimate trend rate 2018
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Assumed health care trend rates have significant effect on the amounts reported for the health care plans

one-percentage-point change in assumed health care trend rates would have the following effects as of and for

the year
ended December 31 2012

One Percentage One Percentage

Point Increase Point Decrease

Effect on total service and interest cost components 803 933

Effect on accumulated postretirement benefit obligation $137535 $1 14782

Employee contributions are not expected to be made and the Companys plans are unfunded The Company

expects to contribute approximately $42250 to its postretiremŁnt medical and life insurance plans in 2013

The following represents the Companys expected future postretirernent medical and life insurance benefit

payments for the next ten years which reflect expected future service as appropriate

Postretirement

Medical and

Life Insurance

Benefits

2013 42250

2014 45152

2015 47990

2016 51071

2017 53683

2018-2022 283750

$523896

Company Administered Defined Benefit Pension Plans

In conjunction with the Massey Acquisition the Company assumed qualified non-contributory defined

benefit pension plan which covered substantially all administrative and non-union employees of Massey Based

on participants entrance date to the plan the participant may have accrued benefits based on one of four

benefit formulas Benefits were frozen under this plan effective December 31 2011

In addition to the qualified defined benefit pension plan noted above the Company assumed nonqualified

supplemental benefit pension plan for certain salaried employees Participants in this nonqualified supplemental

benefit pension plan accrued benefits under the same formula as the qualified defined benefit pension plan

however where the benefit is capped by the Internal Revenue Service IRS limitations this nonqualified

supplemental benefit pension plan compensates for benefits in excess of the IRS limit Benefits were frozen

under this plan effective December 31 2011 This supplemental benefit pension plan is unfunded

In conjunction with the Foundation Merger the Company assumed Foundations two non-contributory

defined benefit retirement plans the Pension Plans covering certain salaried and non-union hourly

employees and non-qualified Supplemental Executive Retirement Plan SERP Benefits are based on either

the employees compensation priOr to retirement or plali specified amounts for each year of service with the

Company Benefits under these plans were frozen as of December 312010
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The qualified non-contributory defined benefit pension plans assumed in the Massey Acquisition and in the

Foundation Merger are collectively referred to as the Pension Plans The non-qualified supplement benefit

pension plan assumed in the Massey Acquisition and the non-qualified Supplement Executive Retirement Plan

are collectively referred to as the SERPs

Annual funding contributions to the Pension Plans are made as recommended by consulting actuaries based

upon the Employee Retirement Income Security Act ERISA funding standards Plan assets consist of equity

and fixed income funds private equity funds and guaranteud insurance cOntract

The following tables set forth the plans accumulated benefit obligations fair value of plan assets and

funded status

Change in benefit obligation

Accumulated benefit obligation at beginning of period

Assumption of obligations due to Massey Acquisition

Service cost

Interest cost

Actuarial loss

Benefits paid

Settlements

Curtailment

Accumulated benefit obligation at end of period

Change in fair value of plan assets

Fair value of plan assets at beginning of period

Assumption of plan assets due to the Massey Acquisition

Actual return on plan assets

Employer contributions

Benefits paid

Settlements

Fair value of plan assets at end of period

Funded status

Accrued benefit cost at end of year

December 31

2012 2011

716289 252930

391614

8380

24465

77192

15803

16331

_________
6158

________
716289

31
97854

20398

33352

792383

Gross amounts recognizedin accumulated other comprehensive income loss were as follows

Net actuarial loss

Years Ended December 31

2012 2011

$140660 $76662

541555

69610

3736

20398

33352

561151

231232

$231232

211645

283984

7686

70374

15803

16331

541555

174734

$174734
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The following table details the components of net periodic benefit cost

Service cost

Interest cost

Expected return on plan assets

Amortization of net actuarial gain loss

Curtailment loss gain
Settlement loss gain

Total

Years Ended December 31

2012 2011 2010

8380 7453

24465 13634

29984 13396
97 232

5051

Years Ended December 31

2012 2011 2010

$67042 $93332 $18876

1837 97 4819

1207 2431

$63998 $95860 $14057

The following table presents information applicable to plans with accumulated benefit obligations in excess

of plan assets

Projected benefit obligation

Accumulated benefit obligation

Fair value of plan assets

December 31

2012 2011

$792383 $716289

$792383 $716289

$561151 $541555

The current portion of the Companys pension liability is the amount by which the actuarial present value of

benefits included in the benefit obligation payable in the next twelve months exceeds the fair value of plan assets

However even though the plan may be underfunded if there are sufficient plan assets to make expected benefit

payments to plan participants in the succeeding twelve months no current liability is recognized Accordingly

there was no current pension liability reflected in the Consolidated Balance Sheets as of December 31 2012 and

2011

31990

38798

1837

1207

3764

2431

333

Other changes in plan assets and benefit obligations recognized in other comprehensive income loss are as

2872

follows

Current
year actuarial gain loss

Amortization of net actuarial loss gain

Settlement gain loss

Total recognized in other comprehensive income loss

Total recognized in net periodic benefit cost and other comprehensive income
loss $60234 $96193 $1l185

The estimated amount that will be amortized from Accumulated other comprehensive income loss into net

period benefit cost in 2013 is as follows

Actuarial loss 1968
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The weighted-average actuarial assumptions used in determining the benefit obligations as of December 31

2012 and 2011 were as follows

December 31

Discount rate

2012 2011 2010

Discount rate 3.74% 4.57% 4.32% 5.51% 5.39%

Rate of increase in future compensation N/A 3.00% 5.00%

Expected long-term return onplan assets 7.25% 7.75% 7.92%

Measurement date December 31 2012 December 31 2011 December 31 2010

These Pension Plans are frozen

The discount rate assumption is determined from published yield-curve table matched to timing of the

Company projected cash out flows

The expected long-term return on assets of the Pension Plans is established at the beginning of each year by

the Companys Benefits Committee inconsultation with the plans actuaries and outside investment advisor This

rate is determined by taking into consideration the Pension Plans target asset allocation expected long-term

rates of return on each major asset class by reference to long-term historic ranges inflation assumptions and the

expected additional value from active management of the Pension Plans assets For the determination of net

periodic benefit cost in 2013 the Company will utilize an expected long-term return on plan assetof 6.75%

Assets of the Pension Plans are held in trusts and are invested in accordance with investment guidelines that

have been established by the Companys Benefits Committee in consultation with theoutside investment

advisors The target allocation for 2013 and the actual asset allocation as reported at December 31 2012 is as

follows

Equity funds

Fixed income funds

Private equity funds/guaranteed insurance contract

Total

The asset allocation targets have been set with the expectation that the Pension Plans assets will fund the

expected liabilities within an appropriate level of risk In determining the appropriate target asset allocations the

Benefits Committee considers the demographics of the Pension Plans participants the funding status of each

plan the Companys contribution philosophy the Companys business and financial profile and other associated

risk factors The Pension Plans assets are periodically rebalanced among the major asset categories to maintain

the asset allocation within specified range of the target allocation percentage

2012 2011

3.68% 4.03% 4.24% 4.57%

The weighted-average actuarial assumptions used to determine net periodic benefit cost for the years ended

December 31 2012 and2011 were as follows

December 31

Target
Allocation Percentage of

Percentages Plan Assets

2013 2012

450% 431%

55.0% 54.2%

2.7%

100.0%
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For the years ended December 31 2012 2011 and 2010 $3736 $70374 arid $43478 respectively of cash

contributions were made to the Pension Plans and SERP The Company expects to contribute up to $20000 to

the Pension Plans in 2013

The following represents expected future pension benefit and SERP payments for the next ten years

Pension Benefits

2013 31255

2014 34670

2015 34774

2016 35768

2017 37089
2018-2022 193072

$366628

The fair values of the Companys Pension Plans assets as of December 31 2012 by asset category are as

follows

Asset Category
_________ _____________ __________ ____________

Equity securities

Multi-asset fund

Fixed income securities

Bond fundb

Other types of investments

Private equity funds

Guaranteed insurance contract

This fund contains equities domestic and international real estate and bonds

This fund contains bonds representing diversity of sectors and maturities This fund also includes

mortgage-backed securities and U.S Treasuries

This
category includes several private equity funds that invest primarily in U.S and European markets

Receivable for investments sold at December 31 2012 which approximates fair value

156

Quoted Market

Prices in Active

Market for Significant

Identical Observable
Assets Inputs

Total Level Level

Significant

Unobservable

Inputs

Level

$240879 $240879

Total

Receivable

Total

303348 303348

5608 5608

9600 9600

$559435 $544227 $15208

1716

$561151
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The fair values of the Companys Pension Plans assets as of December 31 2011 by asset category are as

follows

Quoted Market

Prices in Active

Market for Significant Significant

Identical Observable Unobservable

Assets Inputs Inputs

Total Level Level2 Level

407 407

84064

10426

20
20947

72825

25771

290610

5070 5070

9444 9444

$540358 $525844 $14514

1197

$541 555

This fund contains bonds representing diversity of sectors and maturities This fund also includes

mortgage-backed securities and U.S Treasuries

This categbryincludes Several private equity funds that invest primarily in U.S and European markets

Receivable for investments sold at December31 2011 whidh approximates fair value

Changes in level plan assets for the year ended December 31 2012 were as follows

Fair Value Measurements Using Significant

Unobservable Inputs

LevŁl3

Private Guaranteed

Equity Insurance

Funds Contract Total

Beginning balance December31 2011 $5 070 $9444 $14 514

Actualreturnon plan assets

Relating to assets still held at the reporting date

Relating to assets sold during the period

Purchases sales and settlements ______ ______ _______

Asset Category

Cash equivalents

Short-term investment fund

Equity securities

U.S large-cap structured fund

U.S. small-cap fund

U.S growth fund

U.S fund

International fund

ErneEging markets fund

Fixed income securities

84064

10426

20794

20947

72825

25771

Bond fund.a 290610

Other types of investments

Pnvate equity
funds

Guaranteed insurance contract

Total

Receivable

Total

Ending balance December 31 2012

467
139

68 156

$5608 $9600

467

139

88

$15208
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Changes in level plan assets for the year ended December 31 2011 were as follows

Fair Value Measurements Using Significant

Unobservable Inputs Level

Real Estate Private Diversified Guaranteed

Equity Equity Alternative Insurance

Fund Funds Fund Contract Total

Beginning balance December 31 2010 5268 $4879 148 -.-- $10295

Assumption of plan assets due to Massey Acquisition 9444 9444
Actual return on plan assets

Relating to assets still held at the reporting date 255 255

Relating to assets sold during the period 651 291 939

Purchases sales and settlements 5919 355 145
______ 6419

Ending balance December 31 2011 $5070 $9444 $14514

The following is descnption of the valuation methodologies used for assets measured at fair value

Level Plan Assets Assets consist of individual security positions which are easily traded on recognized

market exchanges These securities are priced and traded daily and therefore the fund is valued daily

Level Plan Assets Funds consist of individual security positions which are mostly securities easily traded

on recognized market exchanges These securities are priced and traded daily and therefore the fund is

valued daily

Level Plan Assets Assets are valued monthly or quarterly based on the Net Asset Value NAY provided

by managers of the underlying fund investments The NAYs provided typically reflect the fair value of each

underlying fund investment including unrealized gains and losses

Multi-Employer Pension Plans

Certain of the Companys subsidiaries are subject to collective bargaining agreements with expiration dates

ranging from December 31 2016 to June 30 2017 that require them to participate in UMWA pension plan the

1974 Plan The plan is multi-employer pension plan administered by Board of Trustees appointed by the

UMWA and the Bituminous Coal Operators Association and the Company is required to make contributions to

the plan at rates defined by the various contracts The 1974 Plans legal name is United Mine Workers of

America 1974 Pension Plan and the Employer Identification Number is 52-1050282 The 1974 Plan is considered

to be in Seriously Endangered Status for the plan year beginning July 2012 because the actuary determined

that the 1974 Plans funded percentage is less than 80% and the 1974 Plan is projected to have an accumulated

funding deficiency within six plan yearsafter the plan year beginning July 2012 Even though the 1974 Plan is

projected to have an accumulated funding deficiency within six plan years after the plan year beginning July

2012 it is expected to have sufficient assets to pay benefits and expenditures during this time In 2012 funding

improvement plan was sent to all participating companies for adoption The goals of the funding improvement

plan are to improve the funded status and to avoid an accumulated funding deficiency for all plan years in the

funding improvement period The funding improvement plan provides increased contribution rates beginning in

2017 The Plans funded status is reviewed annually by the certifying actuary For the years ended December 31

2012 2011 and 2010 the Company incurred expenses related to the 1974 Plan of $23102 $15140 and

$19915 The contributions to the 1974 Plan made by two of our wholly-owned subsidiaries Cumberland Coal

Resources LP and Emerald Coal Resources LP represent more than 5% of the total contributions to the 1974

Plan
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in connection with the Massey Acquisition and the Foundation Merger the Company assumed obligations

to the Coal Industry Retiree Health Benefit Act of 1992 Coal Act that provides for the funding of medical

and death benefits for certain retired members of the UMWA through premiums to be paid by assigned operators

former employers The Company treats its obligations under the Coal Act as participation in multi-employer

plan and recognizes the expense as premiums are paid Expense relative to premiums paid for the years ended

December 31 2012 2011 and 2010 was $1 540 $1 026 and $865 respectively As required under the Coal Act

the Company obligation to pay retiree medical benefits to its UMWA retirees is secured by letters of credit in

the amount of $10018 as of December 31 2012

Workers Compensation and Pneumoconiosis Black lung

The Company is required by federal and state statutes to provide benefits to employees for awards related to

workers compensation and black lung In addition as result of the Massey Acquisition and the Foundation

Merger the Company assumed obligations related to providing workers compensation and black lung benefits to

certain employeesThe Companys subsidiaries are insured for workers compensation and black lung

obligations by third party insurance provider with the exception of certain subsidiaries where we are qualified

self insurer for workers compensation and/or black lung related obligations and with the exception of Wyoming

where the Company participates in compulsory state-run fund for workers ôompensation Certain of the

Company subsidiaries are self insured for black lung benefits and fund benefit payments through

Section 501c21 tax-exempt trust fund

The liability for self-insured workers compensation claims is an actuarially determined estimate of the

undiscounted ultimate losses to be incurred on such claims based on the Companys experience
and includes

provision
for incurred but not reported losses The liability for self-insured black lung benefits is an estimate of

such benefit as determined by an independent actuary at the present value of the actuarially computed liability

over the employees applicable term of service Adjustments to the probable ultimate liability for workers

compensation and black lung are made annually/semi-annually based on actuarial valuations and are included in

operations as these are determined

For the Companys subsidiaries that are fully insured for workers compensation and black lung claims the

insurance premiUm expense for the years ended December 31 2012 2011 and 2010 was $46346 $25766 and

$16901 respectively

For the Companys subsidiaries that areseif-insured for workers compensation claims the liability at

December 31 2012 and 2011 was $179983 and $187606 respectively including current portion of $26700

and $21681 respectively Self-insured workers compensation expense for the years ended December 31 2012

2011 and 2010 was $1525 $25460 and $15573 respectively Certain of the Companys subsidiaries self

insured workers compensation obligations are secured by letters of credit in the amount of $72215 and surety

bonds in the amount of $11463 In addition certain of the Companys subsidiaries self-insured workers

compensation obligations are secured by $8867 of deposits
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Change in benefit obhgation

Accumulated benefit obligation at beginning of

period

Assumption of obligation due to Massey

Acquisition

Service cost

Interest cost

Actuarial gain loss

Benefits paid

Accumulated benefit obligation at end of period

Change in fair value of plan assets

Fair value of plan assets at beginning of period

Actual return on plan assets

Benefits paid

Employer contributions

Fair value of plan assets at end of period

Funded status

Accrued benefit cost at end of year

Amounts recognized in the consolidated balance sheets

Current liabilities

Long-term liabilities

$160595 46137

93875

8114 4171

5612 514319 15194

9822 3925
145271 160595

1116

3925

_______
5906

_________
3089

_________
157506

_________
$157506

Assets of the plan are held in Section 501 c21 tax-exempt trust fund and consist primarily of

government debt securities All assets are classified as Level and valued based on quoted market prices

Gross amounts related to the black lung obligations recognized in accumulated other comprehensive

income loss consisted of the following as of December 31 2012 and 2011

Net actuarial loss

December 31

2012 2011

$7614 $26168

The following table details the components of the net penodic benefit cost for black lung obligations

Service cost

Interest cost

Expected return on plan assets

Amortization of net actuarial loss

Net periodic expense

Years Ended December 31

2012 2011 2010

8114 4171 $1412

5612 5143 2235

52 37 69
918 405

$13674 $10195 $3983

ALPHA NATURAL RESOURCES INC AND SUBSIDIARIES

NOTES CONSOLIDATED FINANCIAL STATEMENTS

Dollars in thousands except per share data

The following tables set forth the accumulated black lung benefit obligations fair value of plan assets and

funded status for the years ended December 31 2012 and 2011

December 31

2012 2011

3089

23
9822
10187

3431

141840

$141 840

5961

135879

$141840

5378

152128

157506
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2016

2017

2018-2022

Other changes in the black lung pian assets and benefit obligations recognized mother comprehensive

income loss are as follows

Years Ended December 31

2012 2011 2010

Current year actuarial gain loss $19 154 $15 238 $11 729

Amortization of net actuarial loss 918 405

Total recognized in other comprehensive income loss $19154 $14320 $11324

Total recognized in net periodic benefit cost and other comprehensive income

loss 5480 $24516 $15307

The weighted-average assumptions related to black lung obligations used to determine the benefit obligation

as of December 31 2012and2011 were as follows

2012 2011

Discount rate 3.84% 4.40%

Rate of increase in future compensation 3.00% 3.00%

The weighted-average assumptions related to black lung obligations used to determine net periodic benefit

cost were as follows

Years En4ed December 31

2012 2011 2010

Discount rate 396% -440% 439% -5 23% 401% -573%

Rate of increase in future compensation 3.00% 3.00% 3.00%

Expected long-term return onplaæ assets 3.00% 300% 3.00%

Estimated future cash payments related to black lung obligations for the fiscal years ending after

December 31 2012 are as follows

Year ending December 31

2013

2014

2015

5961

6170

6438

6761

7112

40658

$73100

Defined Contnbutzon and Profit Sharing Plans

The Company sponsors multiple defined contribution and profit sharing plans to assist its eligible

employees in providing for retirement Generally under the terms of these plans employees make voluntary

contributions through payroll deductions and the Company makes matching and/or discretionary contributions

as defined by each plan The Companys totalcontributions to these plans for the years ended December 31
2012 2011 and 2010 were $70004 $46866 and $20205 respectively
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Sej -Insured Medical Plan

Certain subsidiaries of the Company are principally self-insured for health insurance coverage provided for all

of its active employees In addition certain of these subsidiaries utilize commercial insurance to cover specific

claims in excess of $500 Estimated liabilities for health and medical claims are recorded based on the Companys

histoncal expenence and include component for incurred but not reported claims Dunng the years ended

December 31 2012 2011 and 2010 the Company incurred total claims
expense

of $219 707 $145 517 and

$92058 respectively which represents claims processed and an estimate for claims incurred but not reported

19 Stock-Based Compensation Awards

On May 17 2012 theCompany stockholders approved the 2012 Long-Term Incentive Plan the 2012

LTIP The principal purpose of the 2012 LTIP is to advance the interests of the Company and its stockholders

by providing incentives to certain eligible persons who contribnte significantly to the strategic and long-term

performance objectives and growth of the Company The 2012 LTIP is currently authorized for the issuance of

awards of up to 6400000 shares of common stock and as of December 31 2012 5283123 shares of common

stock were available for grant under the plan The 2012 LTIP provides for variety of awards including options

stock appreciation rights restricted stock restricted share units both time-based and performance-based and

any other type of award deemed by the Compensation Committee in itsdiscretion to be consistent with the

purpose
of the 2012 LTIP Prior to the approval of the 2012 LTIP the Company issued awards under the 2010

Long Term Incentive Plan the 2010 LTIP and the Alpha Appalachia 2006 Stock and Incentive Compensation

Plan the 2006 SICI Upon approval of the 2012 LTIP no additional awards were issued or are able to be

issued under the 2010 LTIP or the 2006 SICP The 2012 LTIP the 2010 LTIP and the 2006 SICP are collectively

referred to as the Stock Plans The Company also has stock-based awards outstanding under the Alpha Natural

Resources Inc 2005 Long-Term Incentive Plan the 2005 LTIP and the Foundation Amended and Restated

2004 Stock Incentive Plan the 2004 SIP

Upon vesting of restricted stock and restricted share units both time-based and performance-based or the

exercise of options shares are issued from the 2012 LTIP the 2010 LTIP the 2006 SICP the 2005 LTIP and the

2004 SIP respective of which plan the awards were granted

In November 2008 the Board of Directors authorized the Company to repurchase common shares from

employees upon the election by the employee to satisfy the employees minimum statutory tax withholdings

upon the vesting of restricted stock and restricted share units both time-based and performance-based During

the years ended December 31 2012 2011 and 2010 the Company repurchased 441923 221553 and 367860

common shares respectively from employees at an average price paid per
share of $16.99 $55.32 and $45.30

respectively Shares that are repurchased to satisfy the employees minimum statutory tax withholdings are

recorded in Treasury stock at cost and these shares are not added back into the pool of shares available for grant

of the respective plans the shares were granted

At December 31 2012 the Company had two types of stock-based awards outstanding restricted share

units both time-based and performance-based and stock options Stock-based compensation expense from

continuing operations totaled $9881 $53685 and $33255 for the
years ended December 31 2012 2011 and

2010 respectively For the years
ended December 31 201 2201 and 2010 approximately 51 72% and 75%

respectively of stock-based compensation expense from cntihuing operations is reported as selling general and

administrative expenses and approximately 49% 28% and 25% respectively of the stock-based compensation

expense from continuing operations was recorded as componentof cost of coal sales The total excess tax

benefit recognized for stock-based compensation for the years ending December 31 2012 2011 and 2010 was

$0 $0 and $5505 respectively
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Restricted Stock Awards

Restricted stock awards granted to executive officers and key employees generally vest ratably over three-

years or cliff vest after three years with accelerated vesting upon change of control Restricted stock awards

granted to the Companys directors are restricted until six months 4ter termination of such directors service on

the Company Board of Directors with accelerated vesting upon change of control

During the year ended December 31 2009 the Company granted restricted stock awards to its executive

officers and key employees in the amount of 921901 of which none remain outstanding at

December 31 2012 No awards were granted for the years
ended December 31 2012 2011 and 2010

Restricted stock award activity for the year ended December 31 2012 is summanzed in the following table

Weighted-Average

Number of Grant Date

Shares Fair Value

Non-vested shares outstanding at December 31 2011 544759 $18.82

Vested 544759 $18.82

Non-vested shares outstanding at December 31 2012 --

The fair value of restricted stock awards that vested for the years ended December 31 2012 2011 and 2010

was $11142 $13987 and $20062 respectively As of December 31- 2012 there was no unrecognized

compensation cost related to non-vested restricted stock awards to be recognized

Restricted Share Units

Time Based Share Umts

Time-based share units awarded to executive officers and key employees generally vest subject to

continued employment ratably over three year periods or cliff vest after three years with accelerated vesting

upon change of control depending on the recipients position with the Company Time based restricted share

units granted to the Company directors generally vest at the time of grant but are restricted until six-months

after termination of such director service on the Company Board of Directors with accelerated vesting upon

change of control Upon vesting of time-based share units the Company issues authorized and unissued shares

of the Company common stock to the recipient

During the year ended December 31 2012 the Company granted time-based share units under the 2J12

LTIP to certain executive officers directors and key employees in the amount of 1016733 lof which remained

outstanding at December 31 2012

During the year ended December 31 2012 the Company granted time based share units under the 2006

SICP to certain executive officers directors and key employees in the amount of 146 044 of which 136 537

remained outstanding at December 31 2012

During the years ended December 31 2012 2011 and 2010 the Company granted time-based share units

under the 2010 LTIP to certain executiveofficers directors and key employees in the amount of 706564

357455 and 1515 respectively of which 708282 remained outstanding at December 31 201Z
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During the year ended December 31 2010 the Company granted time-based share units under the 2005

LTIP to certain executive officers directors and key employees in the amount of 221466 of which 122663

remained outstanding at December 31 2012

During the
years ended December 31 2010 the Company granted time-based share units under the 2004

SIP to certain executive officers directors and key employees in the amount of 141692 of which 45469
remained outstanding at December 31 2012

Time-based share unit activity for the year ended December 31 2012 is summarized in the following table

Weighted-Average
Number of Grant Date

Shares Fair Value

Non-vested shares outstanding atDecembØr 31 2011 1209832 $44.01

Granted 1869341 $11.60

Vested 942108 $34.69

Forfeited/Expired 79126 $32.12

Non-vested shares outstanding at December 31 2012 057 939 $19 30

The fair value of time-based share unit awards that vested in the years ended December 31 2012 2011 and

2010 was $13775 $110218 and $7754 respectively As of December 31 2012 there was $16604 of

unrecognized compensation cost rehtc to nonvested time-based share units which is expected to be recognized

as expense over weighted-average period of 2.99 years

Performance-Based Share Units

Performance-based share units awarded to executive officers and key employees generally cliff vest after

three years subject to continued employment with accelerated vesting upon change of control Performance-

based share units granted represent the number of shares of common stock to be awarded based on the

achievement of targeted performance levels related to pre-established operating income goals strategic goals

and total shareholder retuçn goals over three year period and may range from percent to 200 percent of the

targeted amount The grant date fair value of the awards related to operating income and strategic goals targets is

based on the closing price of the Companys common stoôkon the estallished grant date and is amortized over

the performance period The grant date fair value of the awards related to the total shareholder return target is

based upon .a Monte Carlo simulation and is amortized over the performance period The Company reassesses at

each reporting date whether achievement of each of the performance conditions is probable as well as estimated

forfeitures and adjusts the accruals of compensation expense as appropriate Upon vesting of performance-based

share units the Company issues authorized and unissued shares of the Companys comm9n stock to the recipient

During 2012 the Company awarded 1149392 performance based share units of which 1092 119 remain

outstanding as of December 31 2012 At December 31 2012 the Company had assessed the total shareholder

return target as probable of achievement As of December 31 2012 there was $8861 of unamortized

compensation cost related to the 2012 performance based share units which is expected to be recognized as

expense over weighted-average period of 2.11 years

During 2011 the Company awarded 227199 performance-based share units of which 216758 remain

outstanding as of December 31 2012 At December31 2012 there was no unamortized compensation cost

related to the 2011 performance-based share units expected to be recognized as expense
due to the Companys

assessment of probability of aºhievement of performance targets
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During 2010 the Company awarded 265636 performance-based
share units of which 253714 remain

outstanding as of December 31 2012 At December 31 2012 there was no unamortized compensation cost

related to the 2010 performance-based share units expected to be recognized as expense due to the Companys

assessment of probability of achievement ofperformance targets

During the fourth quarter of 2010 the Company modified the performance criteria for certain restricted

share units granted in 2009 and 2008 and remeasured the affected stock-based awards Additional compensation

expense of approximately $4012 was to be recognized over the remaining vesting periods For the years ended

December 31 2011 and 2010 approximately $2487 and $1525 respectively of the additional compensation

expense was recognized

Performance-based share unit activity for the year ended December 31 2012 is summarized in the following

table

Weighted-Average

Number of Grant Date

Shares Fair Value

Non-vested shares outstanding at December 31 2011 1626734 $46.56

Granted 2298784 $15.70

Earned 311662 $37.14

Forfeited or expired 488674 $23.55

Non-vested shares outstanding at December 31 2012 3125182 $28.40

Shares in the table above are based on the maximum shares that can be awarded based on the achievement

of the performance criteria The fair value of performance-based share unit awards granted in 2009 and vested on

February 22 2012 was $4937 The fair value of performance-based share unit awards granted in 2008 and

vested on February 22 2011 was $11293 The fair value of performance-based share unit awards granted in

2007 andvestedonFebruary 10 2OlOwas $18841

Non-Qualified Stock Options

On June 2011 in connection with the Massey Acquisition the Company issued 912509 fully vested

stock options to Massey employees to replace outstanding Massey options with an estimated fair market value of

$29217 of which $5717 was expensed immediately and the remainder was treated as part of the purchase

consideration for the Massey Acquisition The Company estimated the fair market value using trinomial lattice

model with assumptions for volatility expected remaining life of options expected dividend yield and risk-free

rate of interest As of December 31 2012 676024 of the options were outstanding and exercisable

The fair value of theMassey options assumed on June 2011 was estimated using the Black-Scholes

option-pricing model using the following assumptions

Price of the underlying stock

Closing stock price for Massey on June 201 1$65.14

Closing stock price for Alpha on June 201 1$53.40
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Option exercise price

Pre conversion option exercise pricesRanging from $13 49 to $56 60

Post-conversion option exercise pricesRanging from $11.15 to $46.78 Adjusted for the Massey

Acquisition ratio of 1.21

Expected life in years8 50 years

Risk-free interest rate2.60%

Dividend yield0%

Expected volatility47.66%

Insufficient data existed to develop reliable expected stock option life therefore the simplified method

was utilized to estimate the expected life of these options The expected life in years was determined by using the

midpoint between the valuation date and the expiration date Expected volatility was based on both Alphas and

Foundations
pre-merger implied future stock price volatilities derived from exchange traded options and actual

historic stock price volatilities

The weighted-average fair value of the Massey options assumed on June 2011 was $2600

Stock option activity for the year ended December 31 2012 is summarized in the following table

Weighted-Average

Remaining
Number of Weighted-Average Contractual

Shares Exercise Price Term Years

Outstanding at December 31 2011 1149266 $21.92

Exercised 16133 $11.01

Forfeited/Expired 123032 $25.23

Outstanding at December 31 2012 1010101 $21.71 4.37

Exercisable at December 31 2012 1010101 $21.71 4.37

As of December 31 2012 the options outstanding and exercisable had in aggregate intrinsic value of $388
Cash received from the exercise of stock options during the years ended December 31 2012 2011 and 2010 was

$176 $4320 and $5521 respectively As of December 31 2012 all compensation cost related to stock options

has been recognized as expense

The total intrinsic value of options exercised during the
years ended December 31 2012 2011 and 2010

was $253 $12952 and $17449 respectively The Company currently uses authorized and unissued shares to

satisfy share award exercises
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summary of the Companys options outstanding and exercisable at December 31 2012 follows

Options Outstanding and Exercisable

Weighted-Average Weighted-Average

Exercise Price Shares Remaining Life yrs Exercise Price

$4.31-$7.87 171580 1.60 7.47

$11.15-$20.44 404123 4.00 $16.78

$23.93-$34.76 301269 4.90 $27.91

$40.82-$48.26 133129 7.89 $41.03

1010101 4.37 $21.71

20 Related Party Transactions

For the years ended December 31 2012 2011 and 2010 there were no material related party transactions

21 Commitments and Contingencies

General

Estimated losses from loss contingencies and legal expenses associated with the contingency are accrued by

charge to income when information available indicates that it is probable that an asset has been impaired or

liability has been incurred and the amount of the loss can be reasonably estimated If loss contingency is not

probable or reasonably estimable disclosure of the loss contingency is made in the consolidated financial

statements when it is at least reasonably possible that loss will be incurred and the loss could be material

Commitments and Contingencies

Commitments

The Company leases coal mining and other equipment under long-term capital and operating leases with

varying terms In addition the Company leases mineral interests and surface rights from land owners under

various terms and royalty rates

As of December 31 2012 aggregate future minimum non-cancelable lease payments under operating leases

and minimum royalties under coal leases were as follows

Operating Leases Coal Royalties

Year Ending December 31

2013 56952 80868

2014 37331 74181

2015 7278 70356

2016 654 22754

2017 130 22184

Thereafter 62318

Total $102345 $332661

For the years ended December 31 2012 2011 and 2010 net rent expense from continuing operations under

operating leases was $81021 $73092 and $18659 respectively and coal royalty expense from continuing

operations was $336068 $322890 and $192834 respectively
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The following is schedule by years of future minimum lease payments under capitalleases together with

the present value of the net minimum lease payments as of December 31 2012

Capital Leases

Year Ending December 31

2013 $18899

2014 18572

2015 12722

2016 8060

2017 6424

Thereafter 54296

Total minimum lease payments $118973

Less Amount representing interest rates range from

2.13%tol3.86% 51997

Present value of net minimum lease payments 66976

Other Commitments

As of December 31 2012 the Company had commitments to purchase 0.9 million tons of coal at cost of

approximately $79193 during 2013 and 2014

In September 2011 the Company ei tered into federal coal lease whichcontained an estimated

130200000 tons of proven and probable coal reserves in the Powder River Basin The lease bid was $143415

payable in five equal annual installments of $28683 The first installment was paid in September 2011 In

August 2012 the Company entered into an agreement with third party to exchange this federal coal lease for

federal coal lease from third party which contains an estimated 222000000 tons of proven and probable coal

reserves in the Powder River Basin adjacent to the Companys existing mining operations As result of the

exchange the Company paid $17392 at closing and has four annual remaining lease bid installments of $42130

due each November until the obligation is satisfied in 2015 The Company paid the first annnal installment of

$42130 in November 2012 Also as result of the exchange the Company recorded note payable which had

present value of $10275 as of December 31 2012 of which $3946 is recorded as current portion of long-term

debt and $6329 is recorded as long-term debt in the Companys Consolidated Balance Sheet as of December 31

2012 The note is payable in four annual installments of $3946 due each November through 2015 The Company

paid the first annual installment of$3946 in November 2012

Also see Note 12 regarding the Companys Other debt and Note regarding equipment purchase

commitments

Contingencies

Extensive regulation of the impacts of mining on the environment and of maintaining workplace safety and

related litigation has had or may have significant effect on the Companys costs of production and results of

operations Further regulations legislation or litigation in these areas may also cause the Companys sales or

profitability to decline by increasing costs or by hindering the Company ability to continue mining at existing

operations or to permit new operations
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Guarantees and Financial Instruments with Off-Balance Sheet Risk

In the normal course of business the Company is party to certain guarantees and financial instruments

with off balance sheet risk such as bank letters of credit performance or surety bonds and other guarantees and

indenmitie related to the obligations of affiliated entities which are not reflected in the Company Consolidated

Balance Sheets Management does not expect any matenal losses to result from these guarantees or other off

balance sheŁtfinancial instruments The amount of outstanding surety bonds related to the Companys

reclamation obligations as of December 31 2012 is $414846

Letters of Credit

The amount of outstanding bank letters of credit issued under the Companys accounts receivable

securitization program and its Revolving Facility as of December 31 2012 is presented in Note 12

Legal Proceedings

The Companys legal proceedings range from cases brought by single plaintiff to purported class actions

These legal proceedings as well as governmental examinations involve various business units and variety of

claims including but not limited to contract disputes personal injury claims property damage claims including

those resulting from blasting trucking and flooding environmental and safety issues and employment matters

While some matters pending against the Company or its subsidiaries specify the damages claimed by the

plaintiffs many seek an unquantified amount of damages or are at very early stages of the legal process Even

when the amount of damages claimed againstthe Company or its subsidiaries is stated the claimed amount

may be exaggerated or unsupported ii the claim may be based on navel legal theory or involve large

number of parties iiiThere may be uncertainty as to the 1ikelihoodof class being certified or the ultimate size

of the class iv there may be uncertainty as to the outcome of pending appeals or motions and/or there may

be significant factual issues to be resolved As result the Company may be unable to estimate range of

possible loss for matters thathave not yet progressed sufficiently through discovery and development of

important factual information and legal issuesl3ther matters have progressed sufficiently that the Company is

able to estimate range
of possible loss Accordingly for those legal proceedings and governmental

examinations disclosed below as to which loss is reasonably possible in future periods and for which the

Company is ableto estimte range of possible loss the current estimated range is up to $500000 in excess of

the accrued liability if any related to those matters This aggregate range represents the Companys estimate of

additional possible loss in excess of theaccrüed liability if any with respect to thesematters and net of third

party
indemnification arrangements if any other than insurance as described below related to those matters

based on currently available information including any damages claimed by the plaintiffs andis subject to

significant judgment and variety of assumptions and inherent uncertainties example at thetime of making

an estimate the Company may have only preliminary incomplete or inaccurate information about the facts

underlying claim its assumptions about the future rulings of the court or other tribunal on significant issues or

the behavior and incentives of adverse parties regulators indemnitors or co-defendants may prove to be wrong

and the outcomes it is attempting to predict are often not amenable to the use of statistical or other quantitative

analytical tools In addition from time to time an outcome may occur that the Company had not accounted for in

its estimate because it had considered that outcome to be remote Furthermore as noted above the aggregate

range does not include any matters for which theCompany is notable to estimate range
of possible loss

Accordingly the estimated aggregate range ofpossible loss does not represent the Companys maximum loss

exposure The legal proceedings and governmental examinations underlying the estimated range
will change

from time to time and actual results may vary significantly from the current estimate The Company intends to

defend these legal proceedings vigorously litigating or settling cases where in the Companys judgment it would

be in the best interest of shareholders to do so
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For purposes
of FASB ASC Topic 450 ASC 450 an event is reasonably possible if the chance of the

future event or eveni occurnng is more than remote but less than likely and an event is remote if the chance

of the future event or events occumng is slight ASC 450 requires accrual for liability when it is probable

that one or more future events will occur confinmng the fact of loss and the amount of loss can be

reasonably estimated If range of loss is estimated the best estimate within the range is required to be accrued

If no amount within the range is better estimate the minimum amount of the range is required to be accrued

The Company evaluates on quarterly basis developments in legal proceedings and governmental

examinations that could cause an increase or decrease in the amount of the reserves previously recorded

Excluding fees paid to external legal counsel the Company recognized expense net of expected insurance

recoveries associated with litigation-related reserves of$ 15406 $2100 and $1100 during the years ended

December 31 2012 2011 and 2010 respectively

Federal Securities Class Actions

Upper Big Branch UBB Purported Securities Class Action

On April 29 2010 and May 28 2010 two purported class actions that were subsequently consolidated into

one case were brought against among others Massey now the Companys subsidiary Alpha Appalachia

Holdings Inc Alpha Appalachia in the United States District Courtfor the Southern District of West

Virginia in connection with alleged violations of the federal securities laws The lead plaintiffs allege

purportedly on behalf of class of former Massey stockholders that Massey and certain former Massey

directors and officers violated Section 10b of the Securities and Exchange Act of 1934 as amended the

Exchange Act and Rule lOb-S thereunder by intentionally misleading the market about the safety of Masseys

operations and that iiMasseys former officers violated Section 20a of the Exchange Act by virtue of their

control over persons alleged to have committed violations of Section 10b of the Exchange Act The lead

plaintiffs seek determination that this action is proper class action certification as class representatives an

award of compensatory damages in an amount to be proven at trial including interest thereon and an award of

reasonable costs and expenses including counsel fees andexpeftfees

On February 16 2011 the lead plaintiffs moved to partially lift the statutory discovery stay imposed under

the Private Securities Litigation Reform Act of 1995 On March 2011 the United States moved to intervene

and to stay discovery until the completion of criminal proceedings allegedly arising from the same facts that

allegedly give rise to this action On July 2012 the Court entered an order maintaining the stay of discovery

until the earlier of either the competion of the United States criminal investigation of the UBB explosion or

January 152013 On January 17 2013 the Court further extended the existing discovery stay until the earlier of

April 15 2013 or the conclusion of the United States criminal investigation of the UBB explosion

On Apnl 25 2011 the defendants moved to dismiss the operative complaint On March 27 2012 the court

denied the defendants motion to dismiss On July 16 2012 the Company filed its answer to the consolidated

amended class action complaint

Emerald Purported Securities Class Action

On July 13 2012 purported class action brought on behalf of putative class of former Massey

stockholders was filed in Boone County West Virginia Circuit Court The complaint asserts claims under the

Securities Act of 1933 as amended against the Company and certain of its officers and current and former

directors and generally asserts that the defendants made false statements about the Companys Emerald mine in

its public filings associated with the Massey Acquisition The plaintiff seeks among other relief an award of

compensatory damages in an amount to be proven at trial
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On August 162012 the defendants removed the case to the United States District Court for the Southern

District of West Virginia On August 30 2012 the plaintiff filed motion to remand the case back to the Circuit

Court of Boone County West Virginia On September 13 2012 the defendants filed an opposition to the

plaintiffs motion to remand

The defendants filed motion to dismiss the action on October 19 2012 and the plaintiff filed an

opposition to that motion on November 2012 On November 2012 the federal court remanded the case back

to the Boone County Circuit Court without ruling on the pending motion to dismiss The plaintiff filed an

amended complaint in the Boone County Circuit Court on February 2013 The parties have agreed that the

defendants have 45 days from the date the plaintiff filed her amended complaint to aiswer move to dis iss or

otherwise respond to the amended complaint The Boone County Circuit court set preliminary trial date of

June 24 2014

UBB Explosion and Related Investigations and Litigation

On Apnl 2010 before the acquisition of Massey by the Company an explosion occurred at the UBB

mine resulting in the deaths of 29 miners The Federal Mine Safety and Health Administration MSHA the

Office of Miners Health Safety and Training of the State of West Virginia State and the Governors

Independent Investigation Panel GIIP initiated investigations into the cause of the UBB explosion and related

issues Additionally the Attorney for the Southern Distnct of West Virginia the Offce commenced

grand jury investigation The GIIP published its final report on May 19 2011 MSHA released its final report on

December 2011 and the State released its final report on February 23 2012

On December 2011 the Company the Office and the United States Department of Justice entered into

Non-Prosecution Agreement the Agreement resolving the criminal investigation against Massey and its

affiliates relating to the UBB explosion and other health and safety related issues at Massey and the Company

also reached comprehensive settlement with MSHA resolving outstanding civil citations violations and orders

related to HAs investigation arising from the UBB explosion and other non-UBB related matters invoWing

legacy Massey entities prior to the Massey Acquisition The Agreement does not resolve individual

responsibilities related to the UBB explosion

Under the terms of the Agreement and MSHA settlement the Company has agreed to pay outstanding MSHA

fines and has agreed to invest in additional measures designed to improve miner health and safety provide restitution

to the families of the fallen miners and two individuals injured in the UBB explosion and create charitable

organization to research mine safety The Company has further agreed to cooperate fully with all governmental

agencies in all continuing investigations and prosecutions against any individuals that arise out of the UBB explosion

and related conduct described in the Agre ment until such investigations and prosecutions are concluded

The Company cannot predict the outcome of these investigations including whether or not any individual

will become subject to possible criminal and civil penalties or enforcement actions In order to accommodate

these investigations the UBB mine had been idled since the explosion On April 20 2012 the Company was

authorized by regulatory authorities to close the UBB mine permanently and on June 19 2012 the sealing of the

mine was completed

On June 28 2012 sixteen individuals who claim to have been injured in the UBB explosion filed petition

in the United States District Court for the Southern District of West Virginia to amend or set aside the

Agreement On July 27 2012 Alpha and Alpha Appalachia filed motion to 4ismiss The injury claims of those

sixteen individuals were separately settled in August 2012 and on August 29 2012 the court ordered that the

action be dismissed and stricken from the docket
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On October 19 2012 the administrators for the estates of three miners who diedin the UBB explosion filed

an action against Alpha and Alpha Appalachia in the United States District Court for the Southern District of

West Virginia claiming they are entitled to criminal restitution under the Agreement On November 27 2012

the defendants filed their motion to dismiss the complaint The plaintiffs were subsequently granted leave to

amend their complaint which they filed on January 23 2013 rendering the defendants previously filed motion

to dismiss moot The defendants filed their motion to dismiss the amended complaint on February 11 2013

Wrongful Death and Personal Injury Suits

Twenty of the twenty-nine families of the deceased miners1 filed wrongful death suits against Massey and

certain of its subsidiaries in Boone County Circuit Court and Wyoming County Circuit Court In addition as of

February 21 2013 two seriously injured employees had filed personal injury claims against Massey and certain

of its subsidiaries in Boone County Circuit Court seeking damages for physical injuries and/or alleged

psychiatric injuries and thirty-nine employees had filed lawsuits against Massey and certain of its subsidiaries in

Boone County Circuit Court and Wyoming County Circuit Court alleging emotional distress or personal injuries

due to their proximity to the explosion On Apnl 19 2012 the Company filed motion to transfer the Wyoming

County lawsuits to Boone County

On October 19 2011 the Boone County Circuit Court ordered that the cases pending before it be mediated

by panel of three mediators These mediations are per order of the court strictly confidential The Company

reached agreements to settle with all twenty-nine families of the deceased miners as well as the two employees

who were seriously injured The settlements reached with the families of the deceased miners have received court

approval The settlements relating to the two serious injuries did not require court approval

On May 2012 the Boone County Circuit Court ordered that the remaining personal injury and emotional

distress claims continue to be mediated through July 2012 Until that date stay was in place for all remaining

cases until further order from the court The stay was lifted on July 2012 but mediation was ordered to

continue On July 20 2012 the stay wasreinstated for discovery-related activities at the request of the United

States Attorney and by agreement of the parties This stay is expected to remain in effect until the United States

criminal investigation of the UBB explosion is completed Mediation efforts in August 2012 successfully

resolved all but two of the personal injury and emotional distress claims motion to dismiss these two claims is

pending before the Boone County Circuit Court The Wyoming County lawsuits were settled and dismissed prior

to the court ruling on the Companys motion to transfer

On April 2012 one of the families of the deceased miners filed class action suit in Boone County

Circuit Court purportedly on behalf of the families that settled their claims prior to the mediation alleging

fraudulent inducement into contract naming as defendants Massey the Company and certain of its subsidiaries

the Companys CEO and the Companys Board of Directors

Uniform Fraudulent Transfers Act Action

On June 2011 certain of the plaintiffs who had filed wrongful death cases filed complaint against

Massey Massey Coal Services Inc Performance Coal Company and certain individuals in the Circuit Court of

Boone County West Virginia alleging that the Massey Acquisition represented fraudulent transfer intended to

prevent plaintiffs from recovering damages in their wrongful death actions Plaintiffs request that the court order

defendants to post bond of at least $500000 Each plaintiff in this action hasagreed to settle theirwrongful

death cases as discussed above and as part of those settlements has also agreed to dismiss this action On

May 14 2012 the Court entered an order dismissing this case with prejudice
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Derivative and Relate4 Class Action Litigation

UBB-Related Derivative Actions

number of purported former Massey stockholders have brought lawsuits derivatively purportedly on

behalf of Massey in West Virginia and Delaware state cowts in connection with the April 2010 explosion at

the UBB mine and in connection with claims allegedly arising out of the Massey Acquisition Certain of these

former stockholders have also initiated contempt proceedings in West Virginia state court in connection with

alleged violations of the settlement of previous derivative lawsuit In addition these and other purported former

Massey stockholders have asserted class action claims allegedly arising out of the Massey Acquisition in

Delaware and West Virginia state courts and Virginia federal court These cass are summarized below

Delaware Chancery Court Suit

In case filed on April 23 2010 in Delaware Chancery Court In re Massey Energy Company Denvative

and Class Action Litigation In re Massey number of purported former Massey stockholders the Delaware

Plaintiffs allege purportedly on behalf of Massey that certain former Massey directors and officers breached

their fiduciary duties by failing to monitor and oversee Masseys employees allegedly resulting in fines against

Massey and the explosion at UBB and by wasting corporate assets by paying allegedly excessive and inflated

amounts to former Massey Chairmafl and Chief Executive Officer Don Blankenship as part of his retirement

package The Delaware Plaintiffs also allege on behalf of purported clasp of former Massey stockholders that

certain former Massey directors breached their fiduciary duties by agreeing to theMassey Acquisition The

Delaware Plaintiffs allege that defendants breached their fiduciary duties by failing to secure the bes.t price

possible b.y failing to secure any downside protection for the acquisi1on consideration ad by purportedly

eliminating the possibility of superior proposal by agreeing to no shop provision and termination fee In

addition the Delaware Plaintiffs allege that defendants agreed to the Massey Acquisition to eliminate the liability

that defendants faced on the Delaware Plaintiffs derivative claims Finally the Delaware Plaintiffs allege that

defendants failed to fully disclose all material information necessary for Massey stockholders to cast an Informed

vote on the Massey Acquisition

The Delaware Plaintiffs also name the Company and Muntain Merger Sub Inc Merger Sub the

Companys wholly-owned subsidiary created for purposes of effecting the Massey Acquisition which at the

effective time of the Massey Acquisition was merged with and into Masseyas defendants The Delaware

Plaintiffs allege that the Company and Merger Sub aided and abetted the former Massey directors alleged

breaches of fiduciary duty and agreed to orchestrate the Massey Acquisition for the purpose
of eliminating the

former Massey directors potential liability on the derivative claims Two additional putative class actions were

brought against Massey certain former Massey directors and officers the Company and Merger Sut in the

Delaware Court of Chancery following the announcement of the Massey Acquisition which were consolidated

for all purposes with In re Massey on February 2011 and February 24 2011 respectively

The Delaware Plaintiffs seek an award against each defendant for restitution and/or compensatory damages

plus pre-judgment interest an order establishing litigation trust to preserve the derivative claims asserted in the

complaint and an award of costs disbursements and reasonable allowances for fees incurred in this action The

Delaware Plaintiffs also sought to enjoin consummation of the Massey Acquisition The court denied their

motion for preliminary injunction on May 31 2011

On June 10 2011 Massey moved to dismiss the Delaware Plaintiffs derivative claims on the ground that

the Delaware Plaintiffs asformer Massey stockholders lacked the legal right to pursue those claims and the

Company and Alpha Appalachia Merger Sub moved to dismiss the purported class action claim against them for
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failure to state claim upon which relief may be granted On June 10 and 13 2011 certain former Massey

director and officer defendants moved to dismiss the derivative claims and filed answers to the remaining direct

claims

On September 14 2011 the parties submitted Stipulation Staying Proceedings which stayed the matter

until March 2012 without prejudice to the parties right to seek an extension or termination of the stay by

application to the court The court approved the stipulation and entered the stay that same day On January 31

2012 the Company and Alpha Appalachia requested that the Delaware Plaintiffs consent to six-month

extension of the stay order the Stay Order the Delaware Plaintiffs refused to do sO On February 21 2012
the Company and Alpha Appalachia filed motion to extend the Stay Order On June 15 2012 the Court held

hearing on Defendants motion to extend the Stay Order and granted the motion extending the stay of

proceedings until the earlier of either the completion of the United States criminal investigation of the UBB

explosion or January 15 2013 On January 16 2013 the Court further extended the Stay Order until the earlier of

July 15 2013 or the conclusion of the United States cnminal investigation of the UBB explosion

West Virginia State Court Derivative Suit

In case filed on April 15 O10 in West Virginia state court three purported former Massey stockholders

the West Virginia Plaintiffs allege pürportediyon behalf of Massey that certain former Massey directors and

officers breached their fiduciary duties by failing to monitor and oversee Masseys employees allegedly

resulting in fines against Massey and the explosion at UBB The West Virginia Plaintiffs seek anaward against

each defendant aæd in favor of Massey for the amount of damages sustained by Massey as result of defendants

alleged breaches of fiduciaryduty and an award to the West Virginia Plaintiffs of the costs and disbursements of

the action including reasonable attorneys fees accountants and experts fees costs and expenses

On May 2011 the West Virginia Plaintiffs movedfor leave to amend their complaint to add Alpha and

Merger Sub as additional defundants and to add claims allegedly arising out of the then-proposed Massey

Acquisition In their proposed amended complaint the West Virginia Plaintiffs allege that certain former Massey

directors breached their fiduciary duties by failing to obtain the highest price reasonably available for Massey

and by failing to disclose material information to Masseys then-stockholders in connection with the stockholder

vote on the Massey Acquisition The West Virginia Plaintiffs also allege that Massey Merger Sub and the

Company aided and abetted the former Massey directors breaches of fiduciary duty The West Virginia

Plaintiffs further allege that certain former Massey directors wasted corporate assets by failing to maintain

sufficient internal controls over Masseys safety and environmental reporting failing to properly consider the

interests of Massey and its stockholders including the value of the derivative claims asserted by the West

Virginia Plaintiffs in the Massey Acquisition failing to conduct proper supervision paying undeserved incentive

compensation to Øertain Massey exedutive directors particularly former Massey Chairman and CEO Don

Blankenship during Masseys alleged years of noncompliance with safety regulations and more recently as part

of Blankenships retirement package incurring millions of dollars in fines due to safety and environmental

violations and incurring potentially hundreds of millions of dollars of legal liability and/or legal costs to defend

defendais allegedly unlawful actions Finally the West Virginia Plaintiffs proposed amended complaint

alleges that certain former Massey directors were unjustly ennched by their compensation as directors

On May 25 2011 the West Virginia Plaintiffs filed petition with the West Virginia Supreme Court for

preliminary injunction against the consummation of the Massey Acquisition which was denied on May 31 2011

On June 24 2011 the defendants moved to dismiss the West Virginia Plaintiffs original complaint on the

grounds that plaintiffs as former Massey stockholders lacked the legal right to pursue those claims or
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alternatively to stay this case in favor ofIn re Masseydescribed above Defendants also filed an opposition to

the West Virginia Plaintiffs motion to amend On August 19 2011 the West Virginia Plaintiffs filed combined

memorandum in opposition to defendants motion to dismiss or stay and in further support of their motion to

amend On August 82 2011 defendants filed memorandum in further support of their motion to dismiss or stay

and in further opposition to plaintiffs motion to amend On August 23 2011 the court held hearing on

defendants motion to dismiss and plaintiffs motion to amend Withoutdeciding the motions the court requested

the parties to submit competingproposed orders containing findingsof fact.aidconclusions of law and proposed

scheduling orders for the courts consideration which the parties did on September 2011 The motions remain

pending

West Virginia State CourtContempt Proceedings

On April 162010 Manville Personal Injury Settlement Trust Manville one.of the West Virginia

Plaintiffs filed petition in the Circuit Court of Kanawha County West Virginia requesting that the court

initiate civil contempt proceedings against certain of the then-current members of Masseys board of directors

with respect to alleged violations of settlement agreement In July 2007 Manville filed complaint

purportedly on behalf of Massey alleging that certain of Masseys then directors and officers breached their

fiduciary duties On May 20 2008 the parties executed stipulation of settlement which the court subsequently

approved The settlement provided for release of all claims that were or could have been asserted on behalf of

Massey.in exchange for among other things certain corporate governance reforms and an agreement that the

Massey board of directors would make Corporate Social Responsibility Report to its stockholders on an annual

basis that would include amongother things report on Masseys environmental and worker safety compliance

Manville alleges that Masseys 2009 Corporate Social Responsibility Report did not contain .a sufficient report

on worker safety compliance On April 22 2010 the court issued an order for rule to show cause initiating the

contempt proceedings

On May 31 2011 Manville now joined by the other two West Virginia Plaintiffs filed new petition for

civil contempt requesting that the court initiate civil contempt proceedings against certain of the then-current

members of Masseys board of directors and certain then-current Massey officers in Connection with certain

additional alleged violations of the settlement

On June 22 2011 the individual defendants that had been served with the new petition filed motion to

dismiss that petitionas well as the original April 16 petition and also moved to vacate the 2008 orderin which

the court approved the settlement as against them On June 28 2011 nominal defendant Alpha Appalachia

joined in the individual defendants motions to dismiss and vacate On July 21 2011 the court held hearing on

the defendants motions to dismiss and vacate

On September 29 2011 the court granted the individual defendants motions to dismiss and vacate and

ordered that the contempt proceedings be terminated in their entirety The plaintiffs appealed the dismissal of the

contempt proceedings to the Supreme.Court of Appeals of West Virginia That appeal remains pending Oral

argument has been scheduled for September 2013

U.S District CourtEastern District of VirginiaPurported Stockholder Class Action

In the United States District Court for the.Eastern District of Virginia purported former Massey stockholder

Benjamin Mostaed Mostaed alleges in suit filed on February 2011 and amended thereafter purportedly

on behalf of class of former Massey stoekhplders that Massey Alpha and certain former Massey directors

violated Sections 14a of the Exchange Act and Rule 14a-9 thereunder by filing false and misleading
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preliminary proxy statement in cOnnection with the then-proposed Massey Acquisition that Massey and certain

former Massey directors violated Section 20a of the Exchange Act by virtue of their control over persons

alleged to have committed violations of Section 14a of the Exchange Act that certain former Massey directors

violated their fiduciary duties by causing Massey to enter into the Merger Agreement with Alphapursuant to an

unfair process that resulted in an unfair offer with preclusive deal protection devices that allegedly inhibited

superior proposals and that Massey and Alpha aided and abetted the former Massey directors alleged breaches

of fiduciary duty Mostaed sought an injunction preventing the consumration of the Massey Acquisition

rescission of the Merger Agreement and an award of the costs and disbursements of the action including

reasonable attorneys and experts fees

On February 2011 William Perkins Perkins another purported former Massey stockholder filed

suit in the Eastern District of Virginia similar to Mostaeds On February 17 2011 Mostaed requested that the

court consolidate the two pending actions along with any subsequently filedactions challengingtheproposed

transaction Defendants did not oppose the motion On June 2011 the court granted the motion

On June 24 2011 Mostaed informed the court that aside from motion for an award Of attorneys fees he

did not intend to prosecute the action further andwould voluntarily dismiss his claims

On July 13 2011 Mostaed and Perkins moved for an award of attorneys fees reimbursement of
expenses

and incentive awards contending that voluntary remedial measures implemented by defendants and sought by

Mostaed i.e additional disclosure had mooted Mostaeds claims On July 26 2011 defendants filed their

opposition and on August 2011 Mostaed and Perkins filed their reply brief The court subsequently denied

plaintiffs request for oral argument

On September 10 2012 the court denied plaintiffs motion for attorneys fees reimbursementof expenses

and incentive awards On September 24 2012 the court dismissed the action with prejudice

Mine Water Discharge Suits

The West Virginia Department of Environmental Protection WVDEP has brought civil enforcement

actions against two of the Companys subsidiaries Paynter Branch Mining Inc and Pioneer Fuel Corporation in

various West Virginia state courts seeking civil penalties based on alleged discharge of selenium and in one

case other additional materials in excess of permitted levels The Company has reached agreements to resolve

both claims with WVDEP The circuit court has approved the Pioneer Fuel consent decree and Pioneer Fuel has

paid the civil penalty The Paynter Branch Mthing consent decree has been granted court approval and the civil

penalty payment has been made without material effect to the Companys results of operations

The estimated future costs to treat for selenium discharges on specific permits involved include coSts to

build and to maintain water treatment systems FOr permits that are active capital costs expected to be

approximately $4000 will be capitalized as property and equipment and depreciated over the expected lives and

annual water treatment costs expected to be approximately $550 annually will be expensed as incurred For

post-mine closing periods on active permits as well as non-active permits estimated future treatment costs have

been included in asset retirement obligations

On March 20 2012 three environmental groups filed citizens suit against two of the Companys

subsidiaries Alex Energy Inc and Elk Run Coal Company Inc in federal court in the Southern District of West

Virginia alleging violations of the terms ofthe subsidiaries water dischargepermits The plaintiffs seek civil

penalty as well as injunctive relief
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On April 16 2012 three envirOnmental groups
flied citizens mit in federal court in the Southern District

of West Virginia against one of the Companys subsidiaries Boone East Development Company Boone East
which owns land previously mined and reclaimed byothercompanies alleging that Boone East is discharging

pollutants without permit Plaintiffs have since voluntarily terminated this action

On May 2012 three environmental groups fileda citizens suit in federal cOurt in the SouthernDistrict of

West Virginia against two of the Companys subsidiaries alleging violations of the terms of the subsidiaries

waterdischarge permits The plaintiffs seek civil penalty as well as injunctive relief

On May 15 2012 WVDEP filed civil enforcement action against the Companys subsidiary Riverside

Energy Company LLC in McDowell County Circuit Court in West Virginia seeking civil penalties and

injunctive relief based on alleged discharge of selenmm in excess of permitted levels

On July 16 2012 three environmental groups filed filed citizens suit in federal court in the Southern

District of West Virginia against seven of the Companys subsidiaries alleging violations of the terms of the

subsidiaries water discharge permits The plaintiffs seek civil penalty as well as injunctive relief

On December 31 2012 and January 2013 two separate environmental groups filed citizen suits in

federal court in the Western District of Pennsylvania against Emerald Coal Resources and other of the

Company subsidiaries alleging violations of the terms of the subsidianes water discharge permits The first of

these cases has since been voluntarily dismissed by the plaintiffs The plaintiffs in the remaimng case seek civil

penalty as well as injunctive relief

Nicewonder Litigation

In December 2004 prior to the Company acquisition of Nicewonder in October 2005 the Affiliated

Construction Trades Foundation ACTF division of the West Virginia State Building and Construction

Trades Council brought an action against the West Virginia Department of Transportation Division of

Highways WVDOH and Nicewonder Contracting Inc NCI which became the Company wholly-

owned indirect subsidiary as result of the Nicewonder acquisition in the United States District Court in the

Southern District of West Virginia The plaintiff sought declaration that the contract between NCI and the State

of West Virginia related to NCI road construction project was illegal as violation of applicable West Virginia

and federal competitive bidding and prevailing wage laws and sought to enjoin performance of the contract but

did not seek monetary damages

On September 30 2009 the District Court issued an order that dismissed or denied for lack of standing all

of the plaintiffs claims under federal law and remanded the remaining state claims to the Circuit Court of

Kanawha County West Virginia for resolution On May 2010 the Circuit Court of Kanawha County entered

summary judgment in favor of NCI On June 22 201 the West Virginia Supreme Court of Appeals reversed the

Circuit Court order granting summary judgmentin favor of NCI and remanded the case back to the Circuit Court

for further proceedings Following remand ACTF filed motion for summary judgment which the Circuit Court

denied on November 2011 ACTF challenged the order denying its summary judgment motion to the West

Virginia Supreme Court of Appeals

On June 21 2Q12 the West Virginia Supreme Court of Appealsissued an opinion finding that ACTF has

standing to pursue
its claims and remanded.the case back to the Circuit Court of Kanawha County West Virginia

for further proceedings NCIs portion of the highway project under the contract is complete
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The case is now pending in the Circuit Court of Kanawha County West Virginia settlement between NC
and ACTF was agreed upon in early January 2013 prior to the scheduled trial date January 14 2013 The

Company does not expect to incur any out-of-pocket expenditures in connection with the settlement The trial

proceeded among the remaining parties

Ozi February 2013 the Company received notice of purported class action lawsuit against NCI filed by

former NCI employee The former employee is represented by the same attorney who represents the plaintiff in

the ACTF litigation and the complaints allegations raise issues similar to those in the ACTF litigation NCI

answer is due by March 2013

On February 26 2013 the Circuit Court of Kanawha County ruled that the contract in dispute in the ACTF

litigation as well as the awarding and implementation of the contract were in violation of West Virginia law

The Company is reviewing the Courts ruling and evaluating its implications

Fluor Litigation

Alpha Appalachia and certain of its subsidiaries are also parties to number of lawsuits and other legal

proceedings related to certain non-coal businesses the Prior Business previously conducted by its former

affiliate Fluor Corporation These lawsuits include the Alexander Pederson-Helig cases in which two of Alpha

Appalachia subsidianes Appalachia Holding Company Appalachia Holding and DRH Corporation

DRIll were named defendants along with Fluor In July 2011 those cases resulted in jury award in the City

of St Louis Circuit Court in favor of the plaintiffs for $38500 in compensatory and economic damages and

$320000 in punitive damages The total aggregate judgment against Alpha Appalachias subsidiaries is

$118500

Under the terms of the Distribution Agreement entered into by Alpha Appalachia and Fluor as of

November 30 2000 in connection with the spin-off of Fluor by Massey Fluor agreed to indemnify Massey with

respect to all such legal proceedings and assumed defense of the proceedings Consistent with that agreement in

September 2011 Fluor submitted to the Court number of surety
bonds covering the full amount of the

judgments against Fluor and Alpha Appalachias subsidiaries in the Alexander-Pederson-Helig cases On

January 24 2012 Fluor moved for reduction in the surety bond amount pending appeal The Missouri Court of

Appeals granted Fluor motion on March 2012 and reduced the amount of the surety bonds required to be

submitted by the defendants collectively to $150000 which Fluor has submitted on behalf of itself and Alpha

Appalachias subsidiaries The Company has recorded an indemnity receivable Of $118500 and has accrued

liability of $118500 included in prepaid expenses
and other current assets and accrued expenses

and other

current liabilities respectively in the consolidated balance sheet at December 31 2012 The appeal of the

judgments in the Alexander-Pederson-Helig cases remains pending

In connection with Fluors sale of the Prior Business to group ofpurchasers the Rennert Entities in

1994 the Rennert Entities had agreed to indemnify Fluor and its affiliates for losses and liabilities arising from

the Prior Business In late 2010 the Rennert Entities settled with the plaintiffs in the Alexander-Pederson-Helig

cases without indemnifying or obtaining release for the benefit of Fluor and Alpha Appalachias subsidiaries

In January 2012 the Rennert Entities filed suit against Fluor and two of Alpha Appalachias subsidiaries in

the United States District Court for the Eastern District of Missouri seeking return of funds previously paid by

the Rennert Entities to settle personal injury and property damage claims against Fluor and Alpha Appalachias

subsidiaries allegedly arising out of the Prior Business and declaration of non-liability for indemnification with

respect to the Alexander-Pederson-Helig cases and any future claims or judgments against Fluor and Alpha
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Appalachias subsidiaries arising out of the Prior Business Also in January 2012 Fluor filed suit against the

Rennert Entities in Missouri state court alleging various breach of contract and tort claims and seeking

declaratory judgment regarding the Rennert Entities indemnification obligations to Fluor and Alpha

Appalachias subsidiaries against claims arising out of the Prior Business On February 21 2012 Appalachia

Holding and DRIH joined Flüor as plaintiffs in this sUit At the same time Fluor Appalachia Holding and DRIH

moved to dismiss or in the alternative to stay the suit pending in federal cOUrt ifi Missouri in favor of the

Missouri state court action On June 21 2012 MissOuri federal court stayed thecasU before it in favor of the suit

pending in the Missouri state court

On April 2012 Rennert entities moved to dismiss the Missouri state court action On July 13 2012

the Missouri state court scheduled an expedited hearing on the RennØrt entitiºspending motions to dismiss for

August 15 2012 On October 2012 the court denied the Rennert entities motions to dismiss each of Fluors

and Alpha Appalachia subsidiaries claims except for one claim for contribution which the court dismissed

All defendants answered on October 25 2012 Discovery ha commenced and is ongoing

Other Legal Proceedings

In addition to the matters disclosed above the COmpany and its subsidiaries are involved in number of

legal proceedings and governmental examinations incident to its normal business activities While the Company

cannot predict the outcome of these proceedings the Company does not believe that any liability arising from

these matters individually or in the aggregate should have material impact upon its consolidated cash flows

results of operations or financial condition

22 Concentration of Credit Risk and Major Customers

The Company markets its coal principally to electric utilities in the United States andintemational and

domestic steel producers Credit is extended based on an evaluation of the customers financial condition and

collateral is generally not required Credit losses are provided for in the consolidated financial statements and

historically have been minimal For the years ended December 31 2012 2011 and 2010 the Companys ten

largest customers accounted for approximately 42% 41% and 42% of total revenues respectively Sales to the

Companys largest customer accounted for approximately 9% 9% and 9% of total revenues for the
years

ended

December 31 2012 2011 and 2010 respectively Steam coal accounted for approximately 81% 82% and 86%

of the Companys coal sales volume during 2012 2011 and 2010 respectively Metallurgical coal accounted for

approximately 19% 18% and 14% of the Companys coal sales volume during 2012 2011 and 2010

respectively

23 Segment Information

The Company discloses information about operating segments using the management approach where

segments are determined and reported based on the way that management organizes the enterprise for making

operating decisions and assessing performance The Company periodically evaluates its application of

accounting guidance for reporting its segments

The Company extracts processes and markets steam and metallurgical coal from surface and deep mines for

sale to electric utilities steel and coke producers and industrial customers The Company operates only in the

United States with mines in Central Appalachia Northern Appalachia and the Powder River Basin Based on

review of the required economic characteristics the Company aggregates its operating segments into two

reportable segments Western Coal Operations which consists of two Powder River Basin surface mines as of
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December 31 2012 and Eastern Coal Operations which consists of 74 underground mines and 31 surface mines

in Central and Northern Appalachiaas of December 31 201 as well as the Companys road construction

business which operates in Central Appalachia and its coal brokerage activities

In addition to the two reportable segments the All Other category includes an idled underground mine in

Illinois expenses associated with certain closed niines Systems Technologies revenues and royalties from

the sale of coalbed methane at the Comparys Coal Gas Recovery business and natural gas extraction equipment

sales and repair operations terminal services the leasing of mineral rights general corporate overhead and

corporate assets and liabilities The Company evaluates the performance of its segments based on EBITDA from

continuing operations which the npany deflnes as income loss from continuing operations plus interest

expense income tax expense amortization of acquired intangibles net and depreciation depletion and

amortization less interest income and income tax benefit

Segment operating results and capital expenditures from continuing operations for the year ended

December 31 2012 were as follows

Eastern Western

Coal Coal

Operations Operations All Other Consolidated

Total revçnues 6290289 $611329 73266 6974884

Depreciation depletion and amortization 949064 62729 25782 1037575

Amortization of acquired intangibles net 87 875 13 644 893 70 338

EBITDA from continuing operations $1807515 65153 $82771 $1825133

Capital expenditures 368838 18082 15457 402377

Acquisition of mineral rights under federal lease 95765 95765

The following table presents
reconciliation of EBITDA from continuing operations to income from

continuing operations for the year
ended December 31 2012

Eastern Western

Coal Coal

Operations Operations All Other Consolidated

EBITDA from continuing operations $l807515 65153 82771 $l825133

Interest expense 2696 380 195071 198147

Interest income 1395 1974 3373

Income tax expense benefit 27 550023 549996

Depreciation depletion and amortization 949064 62729 25782 1037575

Amortization of acquired intangibles net 87875 13644 3893 70338

Income loss from continuing operations $2670032 $1 1596 244480 $2437 148

Segment operating results and capital expenditures from continuing operations for the year ended

December 31 2011 were as follows

Total revenues

Depreciation depletion and amortization

Amortization of acquired intangibles net

EBITDA from continuing operations

Capital expenditures

Acquisition of mineral rights under federal lease
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The following table presentsareconciliation of EBITDA from continuing operations to income from

continuing operations for the year ended Decenther 312011

Eastern Western

Coal Coal

Opeations Operations AllOther onsol dated

EBITDA from continuing operations 143649 74891 $190 $ii27835

Interest expense 25648 69 116197 141914
Interest income 1008 2970 3978
Income taxbenefit 359 35906

Depreciation depletion and amortization 688068 61401 21300 770769
Amortization of acquired intangibles net 152565 34919 3224 .114422

Loss from continuing operations $416494 $21498 $292550 $730542

Segment operating results and capital expenditures from continuing operations for the year ended

December 31 2010 were as follows

Eastern Western

Coal Coal

Operations Operations All Other Consolidated

Total revenues $3 324 548 $544 058 $48550 $3917 56
Depreciation depletion and amortization 298 163 58 888 $13 844 370 895

Amortization of acquired intangibles net 136 501 90 292 226 793

EBITDA from continuing operations 678 339 97 583 793 769 129

Capital expenditures 214 652 46 654 $47 558 308864

Acquisition of mineral rights under fedeEal lease 36108 36108

The following table presents reconciliation of EBITDA from continuing operations to income from

continuing operations for the year ended December 31 2010

Eastern Western

Coal Coal

Operations Operations All Other Consolidated

EBITDA from continuing operations 678339 97583 6793 769129

Interest expense 41434 1464 30565 73463
Interest income 7808 100 11166 3458

Income tax expense 4218 4218
Depreciation depletion and amortization 298163 58888 13844 370895
Amortization of acquired intangibles net 136501 90292 226793

Income loss from continuing operations 194433 $52961 $44254 97218

The following table presents total assets and goodwill

Total Assets Goodwill net

December 31 December 31 December 31 December 31 December 31 December 31
2012 2011 2010 2012 2011 2010

Eastern Coal Operations $10691029 $14427166 $3382335 $561753 $2221971 $323220

Western Coal Operations 647292 657419 651479 53308 53308
All Other 1751485 1509460 1145469 5912 5912 5912

Total $13089806 $16594045 $5179283 $567665 $2281191 $382440
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The Company sells produced processed and purchased coal to customers in the United States and in

international markets primarily Brazil Italy India Turkey and Ukraine Export coal revenues which include

freight and handling revenues totaled $2930557 or approximately 42% of total revenues from continuing

operations for the year ended December 31 2012 $3095927 or approximately 44% of total revenues from

continuing operations for the yearended December 31 2011 and $1351001 or approximately 34% of total

revenues from continuing operations for the
year

ended December 31 2010

24 Supplemental Guarantor and Non-Guarantor Financial Information

On June 2011 and October 11 2012 the Company issued the Senior Notes andmay issue new registered

debt securities the New Notes in the future that are and will be respectively fully and unconditionally

guaranteed jointly and severally on senior or subordinated unsecured basis by certain of the Company 100%

owned subsidiaries the New Notes Guarantor Subsidiaries

Presented below are condensed consolidating financial statements as of December 31 2012 and 2011 and

for the years ended December 31 2012 2011 and 2010 respectively based on the guarantor structure that was

put in place in connection with the issuance of the Senior Notes and would be put in place in the event the

Company issues New Notes in the
futqre

The tables below refer to the Company as issuer of the Senior Notes

and of any New Notes that may be issued in the future Non Guarantor Subsidiaries refers for the tables

below to ANR Receivables Funding LLC Alpha Australia Pty Limited Alpha Coal India Private Limited

Coalsolv LLC Gray Hawk Insurance Company and Rockndge Coal Company that were not guarantors of the

Senior Notes and would not be guarantors of the New Notes Separate consolidated financial statements and

other disclosures concerning the New Notes Guarantor Subsidiaries are not presented because management

believes that such information would not be material to holders of any New Notes or related guarantees that may

be issued by the Company
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Alpha Natural Resources5 Inc älldSubsidiaries

Supplemeiitid Condensed Consolidating Balance sheet

Deceræber 312012

Assets

New Notes

Parent Guarantor Non-Guarantor

Issuer Subsidianes Subsdianes

Total

Eliminations Consolidated

Current assets

Cash and cash equivalents

Trade accounts receivable net

Inventories net

Prepaid expenses and other current

assets

Total current assets

Property equipment and mine

development costs net

Owned and leased mineral rights and

land net

Goodwill net

Other acquired intangibles net

Other non-current assets

Total assets

Liabilities and Stockholders Equity

Current liabilities

Current portion of long-term debt

Trade accounts payable

Accrued
expenses and other current

liabilities

Total current liabilities

Ixing-term debt

PensiOn and postretirement medical

benefit obligations

Asset retirement obligations

Deferred income taxes

Other non-current liabilities

Total liabilities

Stockholders Equity

Total stockholders equity

Total liabilities and stockholders equity

729662

19222

398060

783578

277 1930522

2219016

7428192

567665

228552

9202925 9342804 5083

$9203202 $21716751 $407506

730723

418166

398060

7428192

567665

228552

18237653 313159

$1 8237653 $13089806

277 784

398944

2695 786273

402423 2333222

2219016

75000 20015 95015

8291 246838 62 255191

3130 869248 24 872402

86421 1136101 86 1222608

2708948 582089 3291037

1195187 1195187

763482 763482

971001 971001

1440018 1726255 392441 2880038 678676

4235387 6374115 392527 2880038 8121991

4967815 15342636 14979 15357615 4967815

$9203202 $21716751 $407506 $18 $13089806
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Alpha Natural Resources Inch and Subsidiaries

Supplemental Condensed Consolidating Balance Sheet

December 31 2011

Assets

Current assets

Cash and cash equivalents

Trade accounts receivable net

Inventories net

Prepaid expenses and other current

assets

Total current assets

Property equipment and mine

development costs net

Owned and leased mineral rights and

land net

Goodwill net

Other acquired intangibles net

Other non-current assets

Total assets

Liabilities and Stockholders

Equity

Current liabilities

Current portion of long-term debt

Trade accounts payable

Accrued expenses
and other current

liabilities

Total current liabilities

Long-term debt

Pension and postretirement medical

benefit obligations

Asset retirement obligations

Deferred income taxes

Other non-current liabilities

Total liabilities

Stockholders Equity

Total stockholders equity

Total liabilities and stockholders

equity

New Notes

Parent Guarantor

Issuer Subsidiaries

Non-Guarantor Total

Subsidiaries Eliminations Consolidated

996 585882

357300 641975

492022

613 584273

284675

492022

825348

613 2186318

2812069

8284328

2281191

347889

11627250 11772085

$11627863 $27683880

45000

5018

9151

59169

2274580

1029

499016

1349986

1850031

647472

2848 828196

361144 2548075

2812069

8284328

2281191

347889

4272 23083114 320493

$365416 $23083114 $16594045

46029

25 504059

23 1359160

48 1909248

2922052

1214724

743613

1507923

346099 3838139 921441

346147 383S139 9219001

19269 19244975 7375044

1214724

743613

1507923

1919070 2494411

4252819 8458174

7375044 19225706 _______ ___________ __________

$11627863 $27683880 $365416 $23083 114 $16594045
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Alpha Natural Resources Inc and Subsidiaries

Supplemental Consolidating Statement of Operations

Year Ended December 312012

Revenues

Coal revenues

Freight and handling revenues

Other revenues

TOtal revenues

Costs and expenses

Cost of coal sales exclusive of

items shown separately below

FEeight and handling costs

Other
expenses

Depreciation depletion and

amortization

Amortization of acquired

intangibles net

Selling general and administrative

expenses exclusive of

depreciation depletion and

amortization shown separately

above

Asset impairment and restructuring

Goodwill impairment

Total costs and expenses

Income loss from operations

Other income expense
Interest expense

Interest income

Gain on early extinguishment of

debt

Miscellaneous expense net

Total other expense net

Income loss from continuing

operations before income taxes and

equity in earnings of investments in

Issuer and Guarantor Subsidiaries

Income tax benefit expense

Equity in earnings of investments in

Issuer and Guarantor Subsidiaries

Net income loss

5004516

761928

45432

1037575

70338

170111 2822654

66343 485845

5621

2192

2333380

$2437148 $2336809 3429

Total

Eliminations Consolidated

6015696

761928

197260

6974884

5004516

761928

45432

1037575

70338

209788

1068906

1713526

9171333

2796449

198147
3373

773

3306

190695

2987144

549996

2333380

$2333380 $2437148

New Notes

Guarantor Non-Guarantor

Subsidiaries Subsidiaries

Parent

ksuer

6015696

761928

184017

6961641

13243

13243

4632

4632

8611

2973
26

43

2990

205156

1068906

1713526

9766701

2805060

170111 25063

3347

773

170111

3349

17594
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Alpha Natural Resources Inc and Subsidiaries

Supplemental Consolidating Statement of Operations

Year Ended December 31 2011

Revenues

Coal revenues

Freight and handling revenues

Other revenues

Total revenues

Costs and expenses

Cost of coal sales exclusive of items

shown separately below

Freight and handling costs

Other expenses

Depreciation depletion and

amortization

Amortization of acquired intangibles

net

Selling general and administrative

expenses exclusive of depreciation

depletion and amortization shown

separately above

Goodwill impairment

Total costs and expenses

Income loss from operations

Other income expense

Interest expense

Interest income

Loss on early extinguishment of debt

Miscellaneous income net

Total other expense net

Income loss from continuing operations

before income taxes and equity in

earnings of investments in Issuer and

Guarantor Subsidiaries

Income tax benefit expense

Equity in earnings of investments in Issuer

and Guarantor Subsidiaries

Net income loss

New Notes

Guarantor

Subsidiries

$6189434

662238

245329

7097001

5080921

662238

142709

770769

114422

31735

3978

5275
635

32397

112722 658485 4759

43962 6301 1755

661782 23745

$730542 688531 3004

$6189434

662238

256009

7107681

5080921

662238

142709

770769

114422

382250

802337

7726802

619121

141914
3978

10026
635

147327

Parent

Issuer

Non-Guarantor Total

Subsidiaries Eliminations Consolidated

10680

10680

3713

3713

6967

2208

2208

378537

802337

7723089

626088

107971

4751

112722

766448

35906

685527

$685527 730542
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Alpha Natural Resources Inc and Subsidiaries

Supplemental Consolidating Statement of Operations

Year Ended December 31 2010

New Notes

Guarantor

Subsidiaries

19570 50977
3458

1349

Non-Guarantor

Subsidiaries

Income from continuing operations before

income taxes and equity in earnings of

investments in Issuer and Guarantor

Subsidiaries

Income tax expense benefit

Equity in earnings of investments in Issuer

and Guarantor Subsidiaries

Income loss from continuing operations

Discontinued operations

Loss from discontinued operations

before income taxes

Income tax benefit

Loss from discontinued operations

Net income loss

19570 118234 2772

7632 10769 1081

_______ _________
1691

101436

4218

109854

109854 97218

2719
1052

1667

$109854 95551

Total

Eliminations Consolidated

$3497847

332559

_________
86750

_________
3917156

Parent

Issuer
___________

$3497847

332559

78066

3908472

2566825

332559

65498

370895

226793

177979

3740549

167923

Revenues

Coal revenues

Freight and handling revenues

Other revenues

Total revenues

Costs and expenses

Cost of coal sales exclusive of items

shown separately below

Freight and handling costs

Other expenses

Depreciation depletion and

amortization

Amortization of acquired intangibles net

Selling general and administrative

expenses exclusive of depreciation

depletion and amortization shown

separately above

Total costs and expenses

Income from operations

Other income expense
Interest expense

Interest income

Loss on early extinguishment of debt

Miscellaneous expense net

Total other expense net

2566825

332559

65498

8684

8684

2996

2996

5688

2916

2916

370895

226793

180975

3743545

173611

73463
3458

1349
821

7217519570

821

49689

107489

95551

2365

109830

2719
1052

1667

95551 108163
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Alpha Natural Resources Inc and Subsidiaries

Supplemental Condensed Consolidating Statements of Comprehensive Income Loss

For the Year Ended December 312012

Total

Eliminations Consolidated

__________ __________ ______
$2333380 $2437148

__________ __________ _____
$2368612 $2401916

Alpha Natural Resources Inc and Subsidiaries

Supplemental Condensed Consolidating Statements of Comprehensive Income Loss

For the Year Ended December 31 2011

Net income loss

Total comprehensive income loss

New Notes

Parent Guarantor

Issuer Subsidiaries

$2437148 $2336809

$2401 916 $2372041

Non-Guarantor

Subsidiaries

$3429

$3429

Net income loss

Total comprehensive income loss

New Notes

Parent Guarantor Non-Guarantor

Issuer Subsidiaries Subsidiaries Eliminations

$730542 $68853l $3004 $685527

$904789 $514284 $3004 $511280

Total

ConsOlidated

$c730542

$904789

Alpha Natural Resources Inc and Subsidiaries

Supplemental Condensed Consolidating Statements of Comprehensive Income Loss

For the Year Ended December 31 2010

Net income loss

Total comprehensive income loss

New Notes

Parent Guarantor Non-Guarantor

Issuer Subsidiaries Subsidiaries

$95551 $108163 $1691

$62156 $141558 $1691

Total

Eliminations Consolidated

$109854 $95551

$143249 $62156

188



ALPHA NATURAL RESOURCES DC AND SUBSIDIARIES

NOTES to CONSOLID TED FINANCIAL STATEMENTS
DO liars in thousands except per share4ata

Alpha Natural Resources Inc and Subsidiaries

Supplemental Condensed consolidating Statement of Cash FlOws

Year Ended December 31 2012

Non-Guarantor Total

Subsidiaries Consolidated

52 $518419

402377

95765
202984

10100

_____
38250

_____
672976

New Notes

Parent Guarantor

Issuer Subsidiaries

Net cash used in provided by operating activities 2748 521115

Investing activities

Capital expenditures ----- 402377
Acquisition of mineral rights under federal lease 95765
Purchases of marketable securities net 202984
PUrchase of equity-method investment 10100
Other net 38250

Net cash used in investing activities 672976

Financing activities

Proceeds from borrowings on long-term debt 494795 494795

Principal repayments on long-term debt 45000 115 157 160157
Principal repayments of capital lease obligations 10548 10548
Debt issuance costs 15767 594 16361
Common stock repurchases 7507 7507
Proceeds from exercise of stock options 176 176

Other net 000 000
Transactions with affiliates 424285 423955 330

Net cash used in provided by financing activities 2412 297250 264 299398

Net increase decrease in cash and cash equivalents 336 145 389 212 144 841

Cash and cash equivalents at beginning of period 613 584273 996 585882

Cash and cash equivalents at end of period 277 729662 784 730723
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Alpha Natural Resources Inc and Subsidiaries

Supplemental Condensed Consolidating St tement of Cash Flows

Year Ended December 31 2011

Net cash used in investing activities

Financing activities

Proceeds from borrowings on long-term debt

Principal repayments on long-term debt

Debt issuance costs

Common stock repurchases

Proceeds from exercise of stock options

Transactions with affiliates

Net cash used provided by financing activities

Cash and cash equivalents at end of period

2100000

242896

85226

212257

528586

64900
173201

14800

535

435620

711387

528586

64900
173201

14800

_____ 535

1147007

4320

491480

31110

554772

585882

Net cash used in provided by operating activities

Investing activities

Cash paid for acquisition net of cash acquired

Capital expenditures

Acquisition of mineral rights under federal lease

Sales of marketable securities net

Purchase of equity-method investment

Other net

New Notes

Parent Guarantor Non-Guarantor Total

Issuer Subsidiaries Subsidiaries Consolidated

10651 675990 686637

711387

711387

2100000

1072461 1315357

85226

212257

Net increase decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period

4320

882923 881923 1000

681018 190538 1000

19718 49832 996

20331 534441

613 584273 996
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Alpha Natural Resources Inc and Subsidiaries

Supplemental Condensed Consolidating Statement of Cash Flows

Year Ended December 31 2010

Net cash used in provided by operating activities

Investing activities

Capital expenditures

Acquisition of mineral rights under federal lease

Purchases of marketable securities

Purchase of equity-method investment

Other net

Net cash used in investing activities

Financing activities

Principal repayments on long-term debt

Debt issuance costs

Excess tax benefit from stock-based awards

Common stock repurchases

Proceeds from exercise of stock options

Other net

Transactions with affiliates

Net cash used in financing activities

Net increase decrease in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

25 Discontinued Operations

Kingwood Mining Company LLC

308864
36108

158550
5000

508497
______

On December 2008 the Company announced the permanent closure of Kingwood The decision was

result of adverse geologic conditions and regulatory requirements that rendered the coal seam unmineable at this

location The rnrne stopped producing coal in early January 2009 and Kingwood ceased equipment recovery

operations at the end of Apnl 2009 Beginning in the first quarter of 2009 the results of operations for the current

and prior periods have been reported as discontinued operations

The following table reflects the activities for Kingwood discontinued operations for the year ended

December 31 2010

Total revenues

Total costs and expenses

Loss from operations

Income tax benefit from discontinued operations

Loss from discontinued operations

For the Year Ended

December 31

2010

17

2736

2719
1052

$1667

Parent

Issuer

7511

New Notes

Guarantor Non-Guarantor Total

Subsidiaries Subsidiaries Consolidated

692428 8684 693601

308864
36108

158550
5000

25

508497

56854
8594
5505

41664
5521

115

96201

88903
465869

554772

41664
5521

5425

41568

49079
69410

20331

56854

8594
5505

115
14109

45949

137982

396459

534441

8684

8684

191



ALPHA NATURAL RESOURCES INC AND SUBSIDIARIES

NOTES to CONSOLIDATEDFINANCIAL STATEMENTS

Dollars in thousands except per share data

Year Ended December 312012

Second Third Fourth

Quarter Quarter Quarter

$1848109 $1633809 $1558353

$2234656 46146 127578

10.14 0.21 0.58

10.14 0.21 0.58

Amounts have been adjusted from previously reported amoUnts to reflect the impact of retrospective

adjustments made as result of applying acquisition accounting for Massey

Net loss includes asset impairment and restructuring charges of $4056 $l010878$13676 and $40296 in

the first second third and fourth quarters
of 2012 respectively Net loss also includes goodwill impairment

charges of $1525332 and $188194 in the second and fourth quarters
of 2012 respectively

The following table illustrates the effects of the adjustments

First Quarter 2012

Total revenues

Net loss

Basic loss per share

Diluted loss per share

Total revenues

Net income loss

Basic earnings loss per share

Diluted earnings loss per share

First

Quarter

$1130738

49848

0.42

0.41

Year Ended December 31 2011

Second Third

Quarter Quarter

$1598038 $2308753

50068 62604

0.32 0.28

0.32 0.28

Previously

reported

$2070643

733334

3.34

3.34

Adjustments

491
$59592

0.28

0.28

Fourth

Quarter

$2070152

792926

3.62

3.62

As adjusted

$2070152

792926

3.62

3.62

26 Quarterly Financial Information Unaudited

Total revenues

Net loss

Basic loss per share

Diluted loss per share

First

Quarter

$1934613

28768

0.13

0.13

Previously

reported Adjustments As adjusted

$1934648 35 $1934613

29117 $349 28768

0.13 0.13

0.13 0.13

Amounts have been adjusted from previously reported amounts to reflect the impact of retrospective

adjustments made as result of applying acquisition accounting for Massey and immatenal corrections

Net loss includes goodwill impairment charge of $802 337 in the fourth quarter of 2011

The foll9wing table illustrates the effects of the adjustments

Total revenues

Net loss

Basic loss per share

Diluted loss per
share

Fourth Quarter 2011
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27 Share Repurchase Program

On May 19 2010 the Board of Directors authorized share reprchase program which permits the

Company to repurchase up to $125000 of its outstanding common stock par value $0.01 per share

Shares The program enables theCompany to repurchase Shares from time to time as market conditions

warrant The program was comp1eteddiring201 On August 22 2011 the Board of Directors authorized an

additional share repurchase program which permits the Comp4ny to repurchase up to $60000Q of Shares from

time tO time as market conditions warrant During 2010 the Company repurchased $24999 of Shares under the

programs During 2011 the Company repurchased $200000 of Shares under the programs 4o Shares were

repurchased under the programs in 2012
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Evaluation of disclosure controls and procedures

Our Disclosure Committee has responsibility fOr ensuring that there is an adequate and effective process for

establishing maintaining and evaluating disclosure controls and procedures
that are designed to ensure that

information required to be disclosed by us in our SEC reports is timely recorded processed summarized and

reported In addition we have established Code of Business Ethics designed to provide statement of the

values and ethical standards to which we require our employees and directors to adhere The Code of Business

Ethics provides the framework for maintaining the highest possible standatds of professional conduct Walso

maintain an ethics hotline for employees There are inherent limitations to the effectiveæØss of any system of

disclosure controls and procedures including the possibility of human error and the circumvention or overriding

of the controls and piocedures Accordingly even effective disclosure controls and procedures can only provide

reasonable assurance of achieving their control objectives

Under the supervision and with the participation of our management including our Chief Executive Officer

and our Chief Financial Officer we evaluated the effectiveness of our disclosure controls and procedures as such

term is defined under Rule 3a- 15e promulgated under the Securities Exchange Act of 1934 as amended as of

the end of the period covered by this report Based upon that evaluation our Chief Executive Officer and Chief

Financial Officer concluded that our disclosure controls and procedures were effective as of the end of the

period covered by this report in ensuring that material information relating to Alpha Natural Resources Inc

required to be disclosed in reports
that it files or submits under the Securities Exchange Act of 1934 is recorded

processed summarized and reported within the requisite time periods and is accumulated and communicated to

our management including our Chief Executive Officer and our Chief Financial Officer as appropriate to allow

timely decisions regarding disclosure

Changes in internal controls over financial reporting

There were no changes that occurred during the fourth quarter of the fiscal year
covered by this Annual

Report on Form 10-K that have materially affected or are reasonably likely to materially affect the Companys

internal control over financial reporting

Managements Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial

reporting Our internal control over financial reporting is process designed to provide reasonable assurance

regarding the reliabilLity of financial reporting and the preparation of financial statements for external purposes
in

accordance with generally accepted accounting principles

Our internal control over financial reporting includes policies and procedures that pertain to the

maintenance of records that in reasonable detail accurately and fairly reflect transactions and dispositions of

assets provide reasonable assurances that transactions are recorded as necessary to permit preparation of

financial statements in accordance with generally accepted accounting principles and that receipts and

expenditures are being made only in accordance with authorizations of management and the directors of the

Company and provide reasonable assurance regarding prevention or timely detection of unauthorized

acquisition use or disposition of the Companys assets that could have material effect on our financial

statements
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Because of its inherefit limitations internal control over financial reporting may not prevent or detect

misstatements Also projections of any evaluation of effectiveness to future periods are subject to the risk that

controls may become inadequate because of changes in conditions or that the degree of compliance with the

policies or procedures may deteriorate

Management assessed the effectiveness of the Companys internal control over financial reporting as of

December 31 2012 In making this assessment management used the criteria set forth by the Committee of

Sponsoring Organizations Of the Treadway Commission COSO in Internal Control-Integrated Framework

Based on management assessment and those cntena management has concluded that the Company maintained

effective internal control over financial reporting as of December 31 2012
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Report of Independent Registered Public Accounting Firm

The Board of Directoi and Stockholders

Alpha Natural Resources Inc

We have audited Alpha Natural Resources Inc the Company internal control over financial reporting as of

December 31 2012 based on criteria established in Internal ControlIntegrated Framework issued by the

Committee of Sponsoring Organizations of the Treadway Commission COSO The Company management is

responsible for maintaining effective internal coiitrpl over financial reporting and for its assessrnentpf the

effectiveness of internal controJ over financial reporting included in the accompanying Manageiients Report on

Internal Control Over Financial Reporting Our responsibility is to express an opimon on the Company internal

control over financial reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether effective internal control over financial reporting was maintained in all material respects Our audit

included obtaining an understanding of internal control over financial reporting assessing the risk that material

weakness exists and testing and evaluating the design and operating effectiveness of internal control based on the

assessed risk Our audit also included performing such other procedures as we considered necessary in the

circumstances We believe that our audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance

regarding the reliabiliiy of financial reporting and the preparation of financial statements for external purposes in

accordance with generally accepted accounting principles companys internal control over financial reporting

includes those policies and procedures that pertain to the maintenance of records that in reasonable detail

accurately and fairly reflect the transactions and dispositions of the assets of the company provide reasonable

assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance

with generally accepted accounting principles and that receipts and expenditures of the company are being made

only in accordance with authorizations of management and directors of the company and provide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys
assets that could have material effect on the financial statements

Because of its irtherent limitations internal control over financial reporting may not prevent or detect misstatements

Also projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions or that the degree of compliance with the policies or

procedures may deteriorate

In our opinion the Company maintained in all material respects effective internal control over financial reporting

as of December 31 2012 based on criteria established in Internal Controlintegrated Framework issued by the

Conmiittee of Sponsoring Organizations of the Treadway Commission

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board

United States the consolidated balance sheets of Alpha Natural Resources Inc and subsidiaries as of

December 31 2012 and 2011 and the related consolidated statements of operations comprehensive income loss
stockholders equity and cash flows for each of the years in the three-year period ended December 31 2012 and

our report dated Marth 2013 expressed an unqualified opinion on those consolidated financial statements

Is KPMG LLP

Roanoke Virginia

March 2013
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Item 9B Other Information

None

PART III

Item 10 Directors Executive Officers and Corporate Governance

The sections of our Proxy Statement entitled Proposal 1Election of Directors-_--Nonjnees for DirectorsCorporate Governance And Related Matters_The Board of Directors and its Committees CorporateGovernance And Related MattersAudit Committee Executive Officers Section 16a Beneficial
Ownership Reporting Compliance and Corporate Governance And Related MattersCode of BusinessEthics are incorporated herein by reference

The Company has written Code of Business Ethics that applies to the Companys Chief Executive Officer
Principal Executive Officer Chief Financial Officer Principal Financial and Accounting Officer and othersThe Code of Business Ethics is available on the Companys website at www.alphanr.com Any amendments toor waivers from provision of our Code of Business Ethics that applies to our Principal Executive Officer
Principal Financial and Accounting Officer or persons performing similar functions and that relates to anyelement of the code of ethics enumerated in

paragraph of Item 406 of Regulation S-K shall be disclosed byposting such infornation on our website

Item 11 Executive Compensation

The sections of our Proxy Statement entitled Corporate Governance and Related MattersDirector
Compensation in 2012 Corporate Governance And Related MattersAdditional Information Regarding OurDirector Compensation Table Executive

Compensation_Compensation Discussion and AnalysisExecutive
Compensation_Compensation Committee Report Executive Compensation_Compensation andRisk Executive Compensation_Sunimy Compensation Table Executive Compensation_Grants of PlantBased Awards in 2012 Executive Compensation Additional Information Regarding Our SummaryCompensation Table and Grants of Plan-Based Awards Table Executive

Compensation-_Outstanding EquityAwards at Fiscal Year-End 2012 Executive Compensation_Option Exercises and Stock Vested in 2012Executive Compensation_Pension Benefits in 2012 Executive Compensation_Additional Information
Regarding Our Pension Benefits Table Executive

Compensation_NonqualjfiØd Deferred Compensation in2012 Executive Compensation-_Additional Information Regarding Our Nonqualified Deferred CompensationPlan Table Executive Compensation Potential Payments Upon Termination or Change in Control andExecutive Compensation_Additional Information Regarding the Tables Relating to Potential Payments UponEmployment Termination or Change in Control are incorporated herein by reference

Item 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The sections of our Proxy Statement entitled Security Ownership of Certain Beneficial Owners andManagement and Equity Compensation Plan Information are incorporated herein by reference

Item 13 Certain
Relationships and Related Transactions and Director Independence

The sections of our Proxy Statement entitled Corporate Governance and Related MattersDirector
Independence and Policy With Respect To Related Person Transactions are incorporated herein by reference

Item 14
Principal Accounting Fees and Services

The section of our Proxy Statement entitled Independent Registered Public Accounting FirmFees of
Independent Registered Public Accounting Firm and Independent Registered Public Accounting FirmPolicyfor Approval of Audit and Permitted Non-audit Services are incorporated herein by reference
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Additional Information

We file annual quarterly and current reports proxy statements and other information with the Securities and

Exchange Commission SEC You may access and read our SEC filings through our website at

www.alphanr.com or the SECs website at www.sec.gov You may also read and copy any document we file at

the SECs public reference room located at 100 Street N.E Washington D.C 20549 Please call the SEC at

-800-SEC-0330 for further information on the public reference room You may also request copies of our

filings at no cost by telephone at 276 619-4410 or by mail at Alpha Natural Resources Inc One Alpha Place

P0 Box 16429 Bristol Virginia 24209 attention Investor Relations

Our Audit Commit tee Charter Compensation Committee Charter Nominating and Corporate Governance

Committee Charter Corporate Governance Practices and Policies and Code of Business Ethics are also available

on our website and available in print to any stockholder who requests them

PART IV

Item 15 Exhibits azd Financial Statement Schedules

Pursuant to the rukes and regulations of the Securities and Exchange Commission the Company has filed

certain agreements as exhibits to this Annual Report on Form 10-K These agreements may contain

representations and warranties by the parties These warranties have been made solely for the benefit of the other

party or parties to such agreements and may been qualified by disclosure made to such other party or parties

iiwere made only as of the date of such agreements or such other dates as may be specified in such

agreements and are subject to more recent developments which may not be fully reflected in such Company

public disclosure in my reflect the allocation of risk among the parties to such agreements and iv may apply

materiality standards different from what may be viewed as material to investors Accordingly these

representations and warranties may not describe the Companys actual state of affairs at the date hereof and

should not be relied upon

Documents filed as part of this Annual Report on Form 10-K

The followin financial statements are filed as part of this Annual Report on Form 10 under item

Financial Statements and Supplementary Data

Reports of Independent Registered Public Accounting Firm

Consolidated Balance Sheets December 31 2012 and 2011

Consolidated Statements of Operations Years ended December 31 2012 2011 and 2010

Consolidated Statements of Comprehensive Income Loss Years ended December 31 2012 2011 and

2010

Consolidated Statements of Stockholders Equity Years ended December 31 2012 2011 and 2010

Consolidated Statements of Cash Flows Years ended December 31 2012 2011 and 2010

Notes to Consolidated Financial Statements

Financial Statement Schedules All schedules are omitted because they are not required or because the

information is immaterial or provided elsewhere in the Consolidated Financial Statements and Notes thereto

Listing of Exhibits See Exhibit Index following the signature page of this Annual Report on Form 10-K
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant

has duly caused this report to be signed on its bóhalf by the undersigned thereunto duly authorized

ALPHA NATURAL RESOURCES INC

By Is Frank Wood

Name Frank Wood

Title Executive Vice President and Chief Financial Officer

Principal Financial and Accounting Officer

Date March 2013

KNOW ALL PERSONS BY THESE PRESENTS that each person whose signature appears
below constitutes

and appoints Frank Wood and Vaughn Groves and each of them his or her true and lawful attorneys-in

fact each with full power of substitution for him or her in any and all capacities to sign any amendments to this

Annual Report on Form 10-K and to file the same with exhibits thereto and other documents in connection

therewith with the Securities and Exchange Commission hereby ratifying and confirming all that each of said

attorneys-in-fact or their substitute or substitutes may do or cause to bedone by virtue hereof Pursuant to the

requirements of the Securities Exchange Act of 1934 this report has been signed below by the following persons

on behalf of the registrant and in the capacities and on the dates indicated

Signature

Is March 2013 Chief Executive Officer Principal

Executive Officer Chairman of the

Board of Directors and Director

March 2013 Executive Vice President and Chief

Financial Officer Principal Financial

and Accounting Officer

March 2013 Director

March 2013 Director

Is Angelo Brisimitzakis

Angelo Bnsimitzakis

Is William Crowley Jr

William Crowley Jr

Is Linn Draper Jr

Linn Draper Jr

Is Glenn Eisenberg

Glenn Eisenberg

Is Deborah Fretz

Is

Is Ted Wood

Ted Wood

Kevin Crutchfield

Kevin Crutchfield

Is FrankJ Wood

Date Title

Frank Wood

Deborah Fretz

Is Michael Giftos

Michael Giftos

Is Patrick Hassey

Patrick Hassey

Is Joel Richards III

Joel Richards III

James Roberts

James Roberts

March 2013 Director

March 2013 Director

March 2013 Director

March 2013 Director

March 2013 Director

March 2013 Director

March 2013 Director

March 2013 Director
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10-K EXHIBIT INDEX

Exhibit

No Description of Exhibit

2.1 Agreement and Plan of Merger dated as of January 28 2011 among Mountain Merger Sub Inc

Alpha Natural Resources Inc and Massey Energy Company Incorporated by reference to

Exhibit 2.1 to the Current Report on Form 8-K of Alpha Natural Resources Inc File

No 001-32331 filed on January 31 2011

2.2 Agreement and Plan of Merger dated as of May 11 2009 by and between Alpha Natural Resources Inc

and Foundation Coal Holdings Inc Incoiporateci by reference to Exhibit 2.1 of the Current Report on

Form 8-K of Alpha Natural Resources Inc File No 1-3233 filed on May 122009

2.3 Acquisition Agreement dated as of September 23 2005 among Alpha Natural Resources LLC Mate

Creek Energy of Va Inc Virginia Energy Company the unit holders of Powers Shop LLC and

the shareholders of White Flame Energy Inc Twin Star Mining Inc and Nicewonder

Contracting Inc the Acquisition Agreement Incorporated by reference to Exhibit to the

Current Peport on Form of Alpha Natural Resources Inc tOld File No 32423 filed on

Septembc 26 2005

2.4 Membership Unit Purchase Agreement dated as of September 23 2005 among Premium Energy

LLC and the unit holders of Buchanan Energy Company LLC the Membership Unit Purchase

Agreement Incorporated by reference to Exhibit 2.2 to the Current Report on Form 8-K of Alpha

Natural Resources Inc./Old File No 1-32423 filed on September 26 2005

2.5 Agreement and Plan of Merger dated as of September 23 2005 among Alpha Natural

Resources Inc Alpha Natural Resources LLC Premium Energy LLC Premium Energy Inc and

the shareholders of Premium Energy Inc the Premium Energy Shareholders the Merger

Agreement Incorporated by reference to Exhibit 2.3 to the Current Report on Form 8-K of Alpha

Natural Resources Inc./Old File No 1-32423 filed on September 26 2005

2.6 Indemnification Agreement dated as of September 23 2005 among Alpha Natural Resources Inc

Alpha Natural Resources LLC Premium Energy LLC the other parties to the Acquisition

Agreement the Premium Energy Shareholders and certain of the unit holders of Buchanan Energy

Company LLC Incorporated by reference to Exhibit 2.4 to the Current Report on Form 8K of

Alpha Natural Resources Inc./Old File No 1-32423 filed on September 26 2005

2.7 Letter Agreement dated of as September 23 2005 among Alpha Natural Resources Inc Alpha

Natural Resources LLC Premium Energy LLC and the other parties to the Acquisition Agreement

the Membership Unit Purchase Agreement and the Merger Agreement Incorporated by reference to

Exhibit 2.5 to the Current Report on Form 8-K of Alpha Natural Resources Tnc./Oid File

No 1-32423 filed on September 26 2005

2.8 Letter Agreement dated October 262005 the Letter Agreement among Alpha Natural Resources Inc

Alpha Natural Resources LLC Premium Energy LLC Premium Energy Inc and the Sellers

Representative named therein amending certain provisions of the Acquisition Agreement dated

September 232005 among certain parties to the Letter Agreement and certain other parties named

therein ii the Agreement and Plan of Merger dated September 23 2005 among the parties to the Letter

Agreement and certain other parties named therein and iii the Indemnification Agreement dated

September 23 2005 among the parties to the Letter Agreement and certain other partiesnamed therein

Incorporated by reference to Exhibit 2.1 to the Current Report on Form 8-K of Alpha Natural

Resources Inc tOld File No 1-32423 filed on October 31 2005
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iOK EXHIBIT INDEX Continued

Exhibit

No Description of Exhibit

2.9 Assignment of Rights Under Certain Agreements executed as of October 26 2005 among Alpha

Natural Resources LLC Mate Creek Energy LLC Callaway Natural Resources Inc Premium

Energy LLC and Virginia Energy Company LLC Incorporated by reference to Exhibit 2.2 to the

Current Report on Form of Alpha Natural Resources Inc /Old File No 32423 filed on

October 31 2005
3.1 Amended and Restated Certificate of Incorporation of Alpha Natural Resources Inc Incorporated

by reference to Exhibit to the Current Report on Form of Alpha Natural Resources Inc File

No 001-32331 filed on August 52009

3.2 Certificate of Amendment of the Restated CertifiØate of Incotporation Of Alpha Natural

Resources Inc Incorporated by reference to Exhibit to the Current Report on Form of Alpha

Natural Resources Inc File No 001 32331 filed June 2011

3.3 Amended and Restated Bylaws of Alpha Natural Resources Inc Incorporated by reference to

Exhibit to the Current Report on Form of Alpha Natural Resources Inc File

No 001-32331 filed on December 27 2011

Form of certificate of Alpha Natural Resources Inc common stock Incorporated by reference to

Amendment No to the Registration Statement on Form S-i of Alpha Natural Resources Inc tOld

File No 333 121002 filed on February 10 2005

4.2 Indenture datedas of April 2008 between Alpha Natural Resources Inc File No 1-32423 and

UnionBank of California N.A as Trustee Incorporated by reference to Exhibit 4.1 to the Current

Report on Form 8-K of Alpha Natural Resources IncJOld File No 1-32423 filed on April 2008

4.3 Supplemental Indenture No dated as of April 2008 between Alpha Natural Resources Inc File

No 1-32423 and Union Bank of California N.A as Trustee Incorporated by reference to

ExhibiX 4.3 to the Current Report on Form 8-K of Alpha Natural Resources Inc tOld File

No 1-32423 filed on April 2008

4.4 Form of 2.375% Convertible Senior Note due 2015 Incorporated by reference tO Exhibit 4.4 to the

Current Reporton Form 8-K of Alpha Natural Resources inc./Old/ File Na 1-32423 filed on

Aprii92008

Supplemental Indenture No dated as of July 31 2009 between Alpha Natural Resources Inc and

Union Bank of California N.A as Trustee Incorporated by reference to Exhibit 4.4 of the Current

Report on Form 8KofA1pha Natural Resources Inc File No 1-32331 filed on August 2009

46 Subordinated Indenture dated as of April 2008 between Alpha Natural Resources Inc and Union

Bank of California as Trustee Incorporated by reference to Exhibit to the Current Report

on Form of Alpha Natural Resources Inc /Old File No 1-32423 filed on April 2008

Supplemental Indenture No dated as of July 31 2009 between Alpha Natural Resources Inc and

Union Bank N.A as Trustee Incorporated by reference to Exhibit 4.6 the Quarterly Report on

Form 10-Q of Alpha Natural Resources Inc File No 1-32331 filed on August 2009

4.8 Indenture dated as of June 2011 among Alpha Natural Resources Inc the Guarantors named

therein and Union Bank NA as trustee Incorporated by reference to Exhibit 4.1 to the Current

Report on Form 8.-K of Alpha Natural Resources Inc FileNo 001-32331 filed on June 2011

4.9 First Supplemental Indenture dated as of June 2011 among Alpha Natural Resources Inc the

Guarantors named therein and Union Bank N.A as trustee Incorporated by reference to Exhibit 4.2

to the Current Report on Form 8-K ofAlpha Natural Resources Inc File No 001-32331 filed on

Junel2011
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10-K EXHIBIT INDEXContinued

Exhibit

No Description of Exhibit

4.10 Form of 2019 Note included in Exhibit 4.9 Incorporated by reference to Exhibit 4.3 to the Current

Report on Form 8-K of Alpha Natural Resources Inc File No 001-32331 filed on June 2011

11 Form of 021 Note included in Exhibit 49 Incorporated by reference to Exhibit 44 to the Current

Report on Form 8-K of Alpha Natural Resources Inc File No 001-32331 filedon June 2011

4.12 Second Supplemental Indenture dated as of June 2011 among Alpha Natural Resources Inc the

Guarantois named therein and Unon Bank NA as trustee Incorporated by reference to Exhibit 4.5 to the

Current Report on Form 8-K of Alpha Natural Resources Inc File No 001-32331 ified on June 2011

4.13 Third Supplemental Indenture dated as of October 11 2012 among Alpha Natural Resources Inc

the Guarantors named therein and Union Bank N.A as trustee Incorporated by reference to

Exhibit 4.2 to the Current Report on Form 8-K of Alpha Natural Resources Inc File No

001-32331 filed on October 11 2012

14 Form of 2018 Note mcluded Exhibit 13 Incorporated by reference to Exhibit 43 to the Current

Report on Form of Alpha Natural Resources Inc File No 001 32331 filed on October 11 2012

4.15 Senior Indenture dated as of August 12 2008 by and among Massey Energy Company subsidiaries

of Massey Energy Company as Guarantors and Wilmington Trust Company as Trustee

Incorporated by reference to Exhibit 4.6 to the Current Report on Form 8-K of Alpha Natural

Resources Inc File No.001-32331 filed on June 12011

4.16 First Supplemental Indenture dated as of August 12 2008 by and amongMassey Energy Company

subsidiaries of Massey Energy Company as Guarantors and Wilmington Trust Company as Trustee

Incorporated by reference to Exhibit 4.7 to the Current Report on Form 8-K of Alpha Natural

Resources Inc File No 001-32331 filed on June 2011

4.17 Second Supplemental Indenture dated as of July 20 2009 by and among Massey Energy Company

subsidiaries of Massey Energy Company asGuarantors and Wilmington Trust Company as Trustee

Incorporated by reference to Exhibit 4.8 to the Current Report on Form 8K of Alpha Natural

Resources Inc File No.001-32331 flled on June 2011

4.18 Third Supplemental Indenture dated as of August 28 2009 by and among Massey Energy Company

subsidiaries of Massey Energy Company as Guarantors and Wilmington Trust Coripany as Trustee

Incorporated by reference to Exhibit 4.9 to the Current Report on Form 8-K of Alpha Natural

Resources Inc File No 001 32331 filed on June 2011

4.19 Fourth Supplemental Indenture dated as of April 30 2010 by and among Massey Energy Company

subsidiaries of Massey Energy Company as Guarantors and Wilmington Trust Company as Trustee

Incorporated by reference to Exhibit 10 to the Current Report on Form 8-K of Alpha Natural

Resourcs Inc File No 001 32331 filed on June 2011

4.20 Fifth Supplemental Indenture dated as of June 29 2010 by and among Massey Energy Company

subsidiaries of Massey Energy Company as Guarantors and Wilmington Trust Company as Trustee

Incorporated by reference to Exhibit 4.11 to the CurrentReport on Form 8-K of Alpha Natural

Resources Inc File No 001-32331 filed on June 2011

4.21 Sixth Supplemental Indenture dated as of June 2011 among Alpha Natural Resources Inc

Massey Energy Company the Guarantors named therein and Wilmington Trust Company as Trustee

Incorporated by reference to Exhibit 4.12 to the Amendment No to Current Report to Form 8-K of

Alpha Natural Resources Inc File No 001-3233 filed on June 2011

4.22 Seventh Supplemental Indenture dated as Of December 31 2012 among Alpha Natural Resources

Inc Alpha Appalachia Holdings Inc fka Massey Energy Company Mill Branch Coal

Corporal the Guarantors named therein and Wilmington Trust Company as Trustee
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10-K EXHIBIT INDEXContintied

Exhibit

No Description of Exhibit

4.23 Eighth Supplemental Indenture dated as Of December 31 2012 among Alpha Natural Resources

Inc Alpha Appalachia Holdings Inc fka Massey Energy Company North Fork Coal Corporation

the Guarantors named therein and Wilmington Trust Company as Trustee

24 Third Amended and Restated Credit Agreement dated as of May 19 2011 by and among Alpha the

lenders party thereto the issuing banks party thereto Citicorp North America Inc as administrative and

collateral agent and Citigroup Global Markets Inc and Morgan Stanley Senior Funding Inc as joint

lead
arrangers

and joint book managers Incorporated by reference to Exhibit 10.1 of the Current Report

on Form 8-K of Alpha Natural Resources Inc File No 001-32331 filed on May 20 2011

25 Amendment No to Third Amended and Restated Credit Agreement dated as of June 26 2012

among Alpha Natural Resourôes Inc the guarantors party thereto the lenders party thereto and

Citicorp North America Inc as administrative agent and collateral agent incorporated by reference

to Exhibit 10.1 to the Current Report on Form 8-Kof Alpha Natural Resources Inc File No
001-3233 filed on June 27 2012

10.1 Non-Prosecution Agreement dated as of December 2011 between Alpha and Alpha Appalachia

Holdings Inc fka Massey Energy Company and the United States Attorneys Office for the

Southern District of West Virginia and the United States Department of Justice and settlement with

MSHA Incorporated by reference to Exhibit 1.1 to the Current Report on Form 8-K of Alpha Natural

Resources Inc File No 001-32331 filed on December 201

10.2 Second Amended and Restated Receivables Purchase Agreement dated as of October 19 2011 by

and among ANR Receivables Funding LLC Alpha Natural Restiurces LLC the various financial

institutions party thereto and PNC Bank National Association Incorporated by reference to

Exhibit 10 to the Current Report on Form of Alpha Natural Resources Inc File

No 001-32331 filed on October 21 2011

10.3 First Amendment dated as of December 21 2011 to the Second Amended and Restated Receivables

Purchase Agreement by and among ANR Receivables Funding LLC Alpha Natural Resources

LLC the various financial institutions party thereto and PNC Bank National Association

Incorporated by reference to Exhibit 10.3 to the Annual Report on Form 10-K of Alpha Natural

Resources Inc File No 1-3233 filed on February 29 2012

104 Limited Waiver dated as of February 14 2012 pursuant to that certain Second Amended and Restated

Receivables Purchase Agreement dated as of October 19 2011 Incorporated by reference to Exhibit

10.7 to the Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File No 1-3233 filed

on May 10 2012

10.5 Second Amendment to the Second Amended and Restated Receivables Purchase Agreement dated as

of May 2012 among ANR Receivables Funding LLC Alpha Natural Resources LLC the various

financial institutions party thereto and PNC Bank National Association Incorporated by reference to

Exhibit 10.1 to the Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File

No 1-32331 filed on August 2012

10.6 Third Amendment to the Second Amended and Restated Receivables Purchase Agreement dated as

of June 26 2012 among ANR Receivables Funding LLC Alpha Natural Resources LLC the

various financial institutions party thereto and PNC Bank National Association Incorporated by

reference to Exhibit 10.2 to the Current Report on Form 8-K of Alpha Natural Resources Inc File

No 001-3233 filed on June 27 2012
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10-K EXHIBIT INDEXContinued

Exhibit

No Description of Exhibit

10.7 Fourth Axrindment to the Second Amended and Restated Receivables Purchase Agreement dated as

of November 14 2012 among ANR Receivables Funding LLC AlphaNatural Resources LLC the

various financial institutions party thereto and PNC Bank National Association Incorporated by

reference to Exhibit 10.1 to the Current Report on Form 8-K of Alpha Natural Resources Inc File

No 001 32331 filed on November 20 2012

10.8 Amended and Restated Guarantee and Collateral Agreement dated as of June 2011 made by each

of the Guarantors as defined therein in favor of Citicorp North America Inc as administrative agent

and as collateral agent for the banks and other financial institutions or entities from time to time

parties to the Credit Agreement Incorporated by reference to Exhibit 10.1 to the Current Report on

Form of Alpha Natural Resources Inc File No 001 32331 filed on June 2011

10.9 Distribution Agreement between Fluor Corporation and Massey Energy Company dated as of

November 30 2000 Incorporated by reference to Exhibit 10.1 to the Current Report on Form 8-K of

Massey Energy Company File No 1-7775 filed on Decemberi5 2000

10.10 Tax Sharing Agreement between Fluor Corporation Massey Energy Company and A.T Massey Coal

Company Inc dated as of November 30 2000 Incorporated by reference to Exhibit 10.2 to the

Current Report on Form 8-K of Massey Energy Company File No 1-7775 filed on December 15

2000

10.11 Alpha Natural Resources Inc 2008 Annual Incentive Bonus Plan effective May 14 2008 and last

amended on November 162010 Incorporated by reference to Exhibit 10.25 of the Annual Report

on Form 10-K of Alpha Natural Resources Inc File No 1-32331 filed on February 25 2011

10 12 Non Employee Director Compensatory Arrangements Incorporated by reference to Exhibit 10 27 of

the Ahnual Report on Form 10-K of Alpha Natural Resources Inc File No 1-3233 filed on

February 25 2011

10 13 Alpha Natural Resources Inc Key Employee Separation Plan as amended and restated on Apnl

2012 Incorporated by refarence to Exhibit 10 to the Current Report on Form of Alpha Natural

Resources Inc File No 32331 filed on Apnl 11 2012

10.14 Alpha Natural Resources Inc and Subsidiaries Deferred Compensation Plan As Amended and

Restated Effective August 2012 Incorporated by reference to Exhibit 10.3 to the Quarterly Report

on Form 10 of Alpha Natural Resources Inc File No 32331 filed on November 2012

10.15 Alpha Natural Resources Inc and Subsidiaries Deferred Compensation PlanDistribution Election

Form Retirement and SRP Account Balances Incorporated by reference to Exhibit 10.3 to the

Quarterly Report on Form 10-Q filed by Alpha Natural Resources Inc File No 1-3233 on

Novemhir5 2010

10.16 Alpha Natural Resources Inc and Subsidiaries DeferredCompensation PlanDistribution Election

Form In.Service Account Balances Incorporated by reference to Exhibit 10.4 to the Quarterly

Report on Form 0-Q of Alpha Natural Resources Inc.File No 1-32331 filed on November

2010

10 17 Alpha Ntural Resources Inc and Subsidiaries Deferred Compensation PlanOther Compensation

Deferral Agreement Form Incorporated by reference to Exhibit 10.5 to the Quarterly Report on

Form 10-Q of Alpha Natural Resources Inc File No 1-32331 filed on November 2010

10.18 Alpha Natural Resources Inc and Subsidiaries Deferred Compensation PlanAnnual Bonus

Deferral Agreement Form Incorporated by reference to Exhibit 10.6 to the Quarterly Report on

Form 10..Q of Alpha Natural Resources Inc File No 1-3233 filed on November 2010
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Exhibit

No Description of Exhibit

10 19 Alpha Natural Resources Inc and Subsidiaries Deferred CompensatiónPlanBase Salary Deferral

Agreement Form Incorporated by reference to Exhibit 103 tO the Quarterly Report on Form 10-Q of

Alpha Natural Resources Inc File No 1-32331 filed onNovember 2010

10.201 Alpha Natural Resources Inc Non-Employee Directors Deferred Compensation Plan effective

January 20l0 Incorporated by reference toExhibit 10.33 to the Annual Report on Form 10-K of

Alpha Natural Resources Inc FileNo 1-32331 filed on March 2010

10 211 Alpha Natural Resources Inc Non Employee Directors Deferred Compensation Plan Deferral

Commitment and Beneficiary Designation Form effective January 2010 Incorporated by

reference to Exhibit 10.34 to the Annual Report on Form 10-K of Alpha Natural Resources Inc

Filed No 1-32331filed on March 12010

10221 Alpha Natural Resources Inc 2010 Long-Term Incentive Plan Incorporated by reference to

Exhibit 10.1 to Registration Statement on Form S-8 File No 333 166959 filed on May 19 2010

10 231 Form of Restricted Stock Unit Award Agreement for Employees Grades 22 30 under the Alpha

Natural Resources Inc 2010 Long Term Incentive Plan Incorporated by reference to Exhibit 1021

to the Annual Report on Form 10-K of Alpha Natural Resources Inc File Nd 1-32331 filed on

February292012

10241 Form of Restncted Stock Unit Award Agreement for Employees Alternative Grades 22 30 under the

Alpha Natural Resources Inc 2010 Long Term Incentive Plan Incorporated by reference to Exhibit

10.1 to the Quarterly Report on Form 10-Q of Alpha Natural Resources In.File N6 1-32331 filed on

May 10 2012

10.251 Form of Performance Share Unit Award Agreement for Employees Grades 22-3 under the Alpha

Natural Resources Inc 2010 Long Term Incentive Plan Incorporated by reference to Exhibit 10 22

to the Annual Report on Form 10-K of Alpha Natural Resources md File No 1-32331 filed on

February292012

10 261 Form of Performance Share Unit Award Agreement for Employees Alternative Grades 22 30
under the Alpha Natural Resources Inc 2010 Long Term Incentive Plan Incorporated by reference

to Exhibit 10.2 to the Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File

No 1-32331filedonMaylO2012

10.271 Form of Performance-Based Incentive Compensation Award Agreement for Employees Grades

22-30 under the Alpha Natural Resources Inc 2010 Long-Term Incentive Plan Incorporated by

reference to Exhibit 10.3 to the Quarterly Report on Form 10-Q of Alpha Natural Resources Inc

File No 1-3233 filed on May 10 2012

10.281 Form of Restricted Stock Unit Award Agreement for Non-Employee Directors under the Alpha

Natural Resources Inc 2010 Long-Term Incentive Plan Incorporated by reference to Exhibit 10.23

to the Annual Report on Form 10-K of Alpha Natural Resources Inc File No 1-32331filed on

February 29 2012

10.291 Alpha Natural Resources Inc 2005 Long-Term Incentive Plan Restated as of May 14 2008 and as

further amended on November 18 2009 Incorporated by reference to Exhibit 10.37 to the Annual

Report on Form 10-K of Alpha Natural Resources Inc File No 1-32331 filed on March 2010

10.301 Form Of Grantee Stock Option Agreement under the 2005 Long-Term Incentive Plan Amended and

Restated as of November 207 Incorporated by reference to Exhibit 10.21 to the Annual Report

on Form 10-K of Alpha Natural Resources InciOld File No 001-32423 filed on February 29

2008
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Exhibit

No Description of Exhibit

10.31 Form of RºstrictedStock Agreement fOr Non-Employee Directors under the Alpha Natural

Resources Inc 2005 Long-Term Incentive Plan Restated as of November 2007 Incorporated by

reference to Exhibit 10.24 to the Annual RepOrt on FOrm 10-K of Alpha Natural Resources Inc./Old

File No 001-32423 filed on February 29 2008

10.321 Form of Restricted Stock Utmit AWard Agreement for Non-Employee Directors under the Alpha

Natural Resources Inc 2005 Long-Term Incentive Plan Incorporated by reference to Exhibit 10.11

to the Quarterly Report on Form.10-Q of Alpha Natural Resources Inc File No 1-32331 filed on

Novemb 10 2009

10.331 Form of 1irector Deferred Compensation Agreementunder the Alpha Natural Resources Inc 2005

Long-Term Incentive Plan Amended and Restated on December 12 2008 Incorporated by

reference to Exhibit 10.37 to the Annual Report on Form 10-K of Alpha Natural ResQurces Inc/Old

File No 001 32423 filed on February 27 2009

10.341 Form of Amendment to Director Deferred Compensation Agreement Incorporated by reference to

Exhibit 10 38 to the Annual Report on Form 10-K of Alpha Natural Resources Inc /Old File

No 001 32423 filed on February 27 2009

10.351 Form of Performance Share Award Agreement for Employees under the Alpha Natural

Resources Inc 2005 Long-Term Incentive Plan Restated as of December 12 2008 Incorporated

by reference toExhibit 10.26 to.the Annual Report on Form 10-K of Alpha Natural Resources Inc

Old File No 001-32423 filed on February 27 2009

10.361 Form of Performance Share Unit Award Agreement for Employees under the Alpha Natural

Resources Inc 2005 Long-Term Incentive Plan for awards effective after.Jan.uary 2010

Incorporatçd by reference to Exhibit 10.44 to the Annual Report on Form 10-K of Alpha Natural

Resources Inc File No 1-32331filed on Marb 2010

10.371 Form of Restricted Stock Agreement for Employees under the Alpha Natural Resources Inc 2005

Long-Term Incentive Plan for grants after March 2006 Restated as of February 10 2009

Incorporated by reference to Exhibit 10.24to the Apnuai Report on Form 10-K of Alpha Natural

Resources Inc.Old File No 001-32423 filed.on February 27 2009

10.381 Form of Retention Plan Resthcted Stock Agreement for Employees under the Alpha Natural

Resources Inc. 2005 Long-Term IncentivePlaa Incorporated by .refereace to Exhibit 1OA1 to the

Annual Report on Form 10-K of Alpha Natural Resurces Inc./Old File No 001-32423 filed on

February 27 2009

10.391 Form of Retention Plan Restricted Stock Unit Agreement for Employees uflder the Alpha Natural

Resources Inc 2005 Long-Term Incentive Plan Incorporated by reference to Exhibit 10.17 to the

Quarterly Report on Form 1.0-Q of Alpha Natural Resources Inc File No 1.233 filed on

November 10 2009

10.401 Form of Restricted Stock Unit Award Agreement for Employees under the Alpha Natural

Resources Inc2005 Long-Term Incentive Plan Incorporated by reference to Exhibit l0 18 to the

Quarterly Report on Form 10-Q of Alpha Natutal Resources Inc File No 1-32331 filed on

November 10 2009
10.411 Form of Restricted Stock Unit.Award AgreementforEmployees under the Alpha Natural

Resources Inc 2005 Long-Term Incentive Plan for awards effective after January 2010

incorporated by reference to Exhibit 10.49 to the Annual Reporton Forth 10-K of Alpha Natural

Resources Inc File No 1-32331 filed on March 2010
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10.42 Alpha Natural Resources Inc Amended and Restated 2004 Stock Incenthe Plan as amended and

restated July 31 2009 and further amended on November 182009 Incorporated by reference to

Exhibit 10 to the Annual Report on Form 10-K filed by Alpha Natural Resources Inc. File

No 1-3233 filed on March 2010

10.43 Award Agreement by and among Foundation Coal Holdings Inc and James Roberts effective

January 12 2009 Incorporated by reference to Exhibit 99.1 to the Current Report on Form 8-K of

Alpha Natural Resources Inc File No 1-32331 filed on January 14 2009

10.44 Award Agreement by and among Foundation Coal Holdings Inc and Kurt Kost effective

January 12 2009 Incorporatad by reference to Exhibit 99.2 to the Current Report on Form 8-K of

Alpha Natural Resources Inc File No 1-32331 filed on January 14 2009

10.45 AwardAgreement by and among Foundation Coal Holdings Inc and Frank Wood effective

January 12 2009Incorporated byreference to Exhibit 99.3 to the Current Report on Form 8-K of

Alpha Natural Resources Inc File No 1-32331 filed on January 14 2009

10.46 Form of Executive Officer Non-Qualified Stock Option Agreement Incorporated by reference to

Exhibit 109 of the Form 10-Q of Foundation Coal Holdings Inc File No 001-32331 filed on

November 14 2005

10.47 Form of Amendment Number to Executive Officer Non-Qualified Stock Option Agreement

Incorporated by reference to Exhibit 10.10 of the Form10-Q of Foundation Coal Holdings Inc File

No 001-32331 filed on November 14 2005

10 48 Form of Rollover Nonqualified Stock Option Agreement for Employees under the Alpha Natural

Resources Inc Amended and Restated 2004 Stock Incentive Plan Incorporated by reference to

Exhibit 99.4 to the Registration
Staterneæton Form S8 File No 333-160937of Alpha Natural

Resources Inc filed on July 31 2009

10.49 Form of Rollover Restricted Stock Unit Agreement for Employees under the Alpha Natural

Resources Inc Amended and Restated 2004 Stock Incentive Plan Incorporated by reference to

Exhibit 99.5 to the Registration Statements on Form S-8 File No 333160937 of Alpha Natural

Resources Inc filed on July 31 2009

10.50 Form of Rollover Restricted Stock Unit Agreement for Employees under the Alpha Natural

Resources Inc Amended and Restated 2004 Stock Incentive Plan Incorporated by reference to

Exhibit 99.6 to the Registration Statements on Form S-8 File No 333-160937 of Alpha Natural

Resources Inc filed on July 31 2009

10.51 Form of Retention Plan Restricted Stock Unit Agreement for Employees under the Alpha Natural

Resources Inc Amended and Restated 2004 Stock Incentive Plan Incorporated by reference to

Exhibit 10.23 to the Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File

No 1-3233 filed on November 10 2009

10.5 Form of Restricted StockUnit Award Agreement for Employees under the Amended and Restated

2004 Stock Incentive Plan Incorporated by reference to Exhibit 10.24 to the Quarterly Report on

Form 10-Q of Alpha Natural Resources Inc File No 1-32331 filed on November 10 2009

10.53 Form of Restricted Stock Unit Award Agreement for Employees under the Amended and Restated

2004 Stock Incentive Plan for awards effective after January 2010 Incorporated by reference to

Exhibit 10.63 to theAnnual Report on Form 10-K of Alpha Natural Resources Inc File

No 1-3233 filed on March 2010
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10.54 Form of Restricted Stock Unit Award Agreement for NonEmp1oyee Directors under the Amended
and Restated 2004 Stock Inceiltive Plan for awards effective after JUly 312009 Incorporated by
reference to Exhibit.10.25 to the Quarterly Report on Fonn 10-Q of Alpha Natural Resources Inc

File No 1-3233 filed on November 10 2009

10.55 Fonn of Performance Share Unit Award Agreement for Employees under the Amended and Restated

2004 Stock Incentive Plan Incorporated by reference to Exhibit 10.67 to the Annual Report on
Form 10-K of Alpha Natural Resources Inc File No 1-32331 filedon March 2010

10.56 Agreement by and between Alpha Natural Resources Services LLC and Michael Quillen dated as
of July 312009 Incorporated by reference to Exhibit 10.27 to the Quarterly Report on Form 10-Q of

Alpha Natural Resources Inc File No 13233i filed on November10 2009

10.57 Agreement by and between Foundation Coal Corporation and James Roberts dated July 31 2009

incorporated by reference to Exhibit 10.28 to the Quarterly Report on FOrm 10Q of Alpha Natural

Resources Inc File No 1-32331 filed on November 10 2009

10.58 Third Amended and Restated Employment Agreement by and between Resources

Services LLC and Kevin Crutchfieid dated as of July31 2009 Incorporated by reference to

Exhibit to the
Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File

No 1-32331 filed on November 10 2009

10.59 First Aniended and Restated Employment Agreement byUnd between Alpha Natural Resources Inc
and Kurt Kost dated as of August 2009 IncorpOrated by reference to Ehibit 10.30 to the

Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File No 1-32331 filed on
November 10 2009

10.60 Consent Agreement by and between Foundation Coal Corporation Alpha Natural Resources Inc and
Frank Wood Incorporated by reference to Exhibiti0.31 to the Quarterly Report on Form 10-Q of

Alpha Natural Resources Inc File No 1-32331 flied on November 10 2009

10.61 Form of indemnification Agreement by and between Alpha Natural Resources Inc and each of its

current and future directors and officers Incorporated by reference to Exhibit 10.37 to the
Quarterly

Report on Form 10-Q of Alpha Natural Resources mc File No 1-32331 filed on November 10
2009

10.62 Alpha Natural Resources Inc 2006 Stoôk and Incentive Compensation Plan Incorporated by
reference to Exhibit 99.1 of the Post-Effective Amendment No ion Form S-8 of Alpha Natural

Resources Inc File No 333-172888 filed on June 2011

10.63 Form of Restricted.Stock Unit Award Agreement forNon-Employee Directors uU derthe Alpha
Natural Resources Inc 2006 Stock and Incentive Compensation Plan

Incorporated by reference to

Exhibit 10.4 to the Quarterly Report on Form 10-Q.of Alpha Natural Resources Inc Filed
No 1-32331 filed on May 10 2012

10.64 Alpha Natural Resources Inc 2012 Long-Term Incentive Plan Incorporated by reference to Exhibit

99.1 to the Registration Statement on Form S-8 of Alpha Natural Resources.Inc File
No 333481478 filed on May 17 2012

10.65 Form of Alpha Natural Resources Inc Performance Share Unit Award Agreement for Employees
Grades 2.2-30 under the 2012 Long-Term Incentive Plan Incorporated by reference to Exhibit 99.2

to the Registration Statement on Form s-s of Alpha Natural Resources Inc File No 333-181478
filed on May 17 2012
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10.66 Form of Alpha Natural Resources Inc Performance Share Unit Award Agreement for Employees

under the 2012 Long-Term Incentive Plan Alternative Incorporated by reference to Exhibit 10.3 to

the Current Report on Form 8-K of Alpha Natural Resources Inc File No 001-32331 filed on

May 172012

10.67 Form of Alpha Natural Resources Inc Restricted Stock Unit Award Agreement forEmployees

Grades 22-30 under the 2012 Long-Term Incentive.Plan Incorporated by reference to Exhibit99.3

to the Registration Statement on Form S-8 of Alpha Natural Resources Inc File No 333-18 1478

filedonMayl72012

10.68 Form of Alpha Natural Resources Inc Restricted Stock Unit Award Agreement for Non-Employee

Directors under the 2012 Long-Term Incentive Plan Incorporated by reference to Exhibit 99.4 to the

Registration Statement on Form S-8of Alpha Natural Resources Inc File No 333-181478 filed on

May 172012

10.69 Form of Alpha Natural Resources Inc Restricted Stock Unit AwardAgreement for Non-Employee

Directors under the Alpha Natural Resources Inc 2012 Long-Term Incentive Plan for grants after

January 2013

10.70 Form of Alpha Natural Resources Inc Non-Employee Director Deferral Elections effective

January 2013

10.71 Form of Retention Restricted Stock Unit Award Agreement for Employees under the Alpha Natural

Resources Inc 2012 Long-Term Incentive Plan Incorporated by reference to Exhibit 10.2 to the

Quarterly Report on Form 10-Q of Alpha Natural Resources Inc File No 1-32331 filed on

November 2012

10.72 Separation of Employment Agreement and General Release dated April 11 2012 by and between Alpha

Natural Resources Inc and Kurt Kost Incorporated by reference to Exhibit 10.2 to the Current Report

on Form 8-K of Alpha Natural Resources Inc File No 001-32331 filed on April 11 2012

10.73 Separation Agreement and General Release dated September 18 2012 by and between Alpha

Natural Resources Inc and Randy McMillion Incorporated by reference to Exhibit 10.1 to the

Current Report on Form 8-K of Alpha Natural Resources Inc File No 001-3233 filed on

September 18 2012

12.1 Computation of Ratio of Earnings to Fixed Charges

12.2 Computation of Other Ratios

1.1 List of Subsidiaries

23 Consent of KPMG LLP

31 Certification Pursuant to Rule 3a- 14a under the Securities Exchange Act of 1934 as adopted

pursuant to 302 of the Sarbanes-Oxley Act of 2002

31 Certification Pursuant to Rule 3a- 14a under the Securities Exchange Act of 1934 as adopted

pursuant to 302 of the Sarbanes-Oxley Act of 2002

32a Certification Pursuant to 18 U.S.C 1350 As Adopted Pursuant to 906 of the Sarbanes-Oxley Act

of 2002
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32b Certification Pursuant to 18 U.S.C 1350 As Adopted Pursuant to 906 of the Sarbanes-Oxley

Actof2002

95 Mine Safety Disclosure Exhibit

101 .INS XBRL instance document

101 .SCH XBRL taxonomy extension schema

l01.CAL XBRL taxonomy extension calculation linkbase

101 .LAB XBRL taxonomy extension label linkbase

101 .PRE XBRL taxonomy extension presentation linkbase

Filed herewith

Management contract of compensatory plan or arrangement
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Exhibit 95

Mine Safety and Health Administration Data

Our subsidiaries mining operations have consistently been recognized with numerous local state and

national awards over the years
for outstanding safety performance

Our Running Right safety process involves all employees in accident prevention
and continuous

improvement Safety leadership and training programs are based upon the concepts of situational awareness and

observation changing behaviors and most importantly employee involvement The core elements of our

behavior-based safety training include identification of critical behaviors frequency of those behaviors

employee feedback and removal of barriers for continuous improvement

The Runrnng Right program empowers all employees to champion the safety process Every person is

challenged to identify hazards and initiate corrective actions Reporting is anonymous allowing hazards to be

dealt with in timely manner

All levels of the organization are expected to be proactive and comirnt to perpetual improvement

implementing new safety processes
that promote safe and healthy work environment

Our subsidiaries operate multiple mining complexes in six states and are regulated by both the U.S Mine

Safety and Health Administration MSHA and state regulatory agencies As described in more detail in the

Environmental and Other Regulatory Matters section of our Annual Report on Form 10-K for the year
ended

December 31 2012 the Federal Mine Safety and Health Act of 1977 as amended the Mine Act among other

federal and state laws and regulations imposes stringent safety and health standards on all aspects of mining

operations Regulatory inspections are mandated by these agencies with thousands of inspection shifts at our

properties each year Citations and compliance metrics at each of our mines and coal preparation facilities vary

due to the size and type of the operation We endeavor to conduct our mining and other operations in compliance

with all applicable federal state and local laws and regulations However violations occur from time to time

None of the violations identified or the monetary penalties assessed upon us set forth in the tables below have

been material

For purposes of reporting regulatory matters under Section 1503a of the Dodd-Frank Wall Street Reform

and Consumer Protection Act the Dodd-Frank Act we include the following table that sets forth the total

number of specific citations and orders and the total dollar value of the proposed civil penalty assessments that

were issued by MSHA during the current reporting period for each of our subsidiaries that is coal mine

operator by individual mine None of the mines operated by our subsidiaries received written notice from MSHA

during the current reporting period of pattern of violations under Section 104e of the Mine Act or the

potential to have such pattern

Significant

and

Substantial

Citations Failure Dollar

Issued to Unwarrantable Imminent Value of

Section Abate Failure Danger Proposed

104 of the Orders Citationsl Flagrant Orders Civil

MineAct Section Orders Violations Issued Penalty

5Excludes 104b Issued Section Section Assessments

104d of the Section 110b2 107a in Mining

MSHA citations/ Mine 104d of the of the of the Thousands Related

Mine ID Operator orders Act Mine Act Mine Act Mine Act Fatalities

4604669 Alex Energy Inc 0.93

4606870 Alex Energy Inc 13.74

4607165 Alex Energy Inc 12 10.06

4607537 Alex Energy Inc 5.96

4608787 Alex Energy Inc 27 $117.45

4608789 Alex Energy Inc

4608961 Alex Energy Inc



MSHA
Mine ID Operator

4608977 Alex Energyinc

4609242 Alex Energy Inc

4609283 Alex Energy Inc

4800732 Alpha Coal West Inc

4801078 Alpha Coal West Inc

3607688 AMFIRE Mining Company LLC
3608422 AMFIRE Mining Company LLC
3608497 AMFIRE Mining Company LLC
3608620 AMFIRE Mining Company LLC
3608704 AMFIRE Mining Company LLC
3608848 AMFIRE Mining Company LLC
3608850 AMFIRE Mining Company LLC
3609005 AMFIRE Mining Company LLC
3609033 AMFIRE Mining Company LLC
3609042 AMFIRE Mining Company LLC
3609127 AMFIRE Mining Company LLC
3609140 AMFIRE Mining CompanyLLC
3609246 AMFIRE Mining Company LLC
3609284 AMFIRE Mining Company LLC
3609342 AMFIRE Mining CompanyLLC
3609414 AMFIRE Mining Company LLC
3609648 AMFIRE Mining Company LLC

460797 Aracoma Coal Company
4608019 Aracoma Coal Company
4608224 Aracorna Coal Company
4608801 Aracoma Coal Company
4608802 Aracoma Coal Company
4609299 Aracoma Coal Company

4609361 Aracoma Coal Company

4605086 Bandmill Coal Corp

4608263 Bandmill Coal Corp

4407087 Big Laurel Mining Corporation

4405559 Bluff Spur Coal Corporation

4606045 Brooks Run Mining Co LLC
4606263 Brooks Run Mining Co LLC
4608218 Brooks Run Mining Co LLC
4608885 Brooks Run Mining Co LLC
4609036 Brooks Run Mining Co LLC
4609055 Brooks Run Mining Co LLC
4609066 Brooks Run Mining Co LLC
4609126 Brooks Run Mining Co LLC
4609130 Brooks Run MiningCo LLC
4609133 Brooks Run Mining Co LLC
4609134 Brooks Run Mining Co LLC
4609213 Brooks Run Mining Co LLC
4609247 Brooks Run Mining Co LLC
4609301 Brooks Run Mining Co LLC
460348 Brooks Run Mining Co LLC
4609351 Brooks Run Mining Co LLC
4609353 Brooks Run Mining Co LLC
4609371 Brooks Run Mining Co LLC
4609387 Brooks Run Mining Co LLC
1519446 Cave Spur Coal LLC
1510753 Clean Energy Mining Co

Significant

and

Substantial

Citations Failure Dollar

Issued to Unwarrantable Immiflent Value of

Section Abate Failure Danger Proposed
104 of the Orders Citatlons/ flagrant Orders Civil

Mine Act Section Orders Violations Issued Penalty

Excludes 104b Issued Section Section Assessments

104d of the Section 110b2 107a in Mining
citations/ Mine 104d of the of the of the Thousands Related

orders Act Mine Act Mine Act Mine Act Fatalities

$3544

4.68

36.05

0.87

$0.1

14 $204.95

0.2

19 $1007
18 $15.48

12 $17.81

5.49

0.1

04

11 $4.26

$0.2
42 $747.77

33 $10482

23 $20.80

$13.59

0.1

77 $702.76

16 $27.35

0.3

22 $92.65

17 $43.53

44 $128.9

0.1

23 $18.54

11 13.05

0.62

7.31

1.67

$13.22



Significant

and

Substantial

Citations Dollar

Issued Value of

Section Proposed

104 of the Civil

Mine Act Penalty

Excludes Assessments

104d in Mining

citation/ Thousands Related

orders
_______ ____________ ________ ________

Fatalities

24

24

13

61

53

16

53

80

12

92

16

22

17

49

25

Failure

to Unwarrantable Imminent

Abate Failure Danger

Orders Citations/ Flagrant Orders

Section Orders Violations Issued

104b Issued Section Section

of the Section 110b2 107a
Mine 104d of the of the of the

Act Mine Act Mine Act Mine Act

.$

MSHA
Mine ID Operator

15 17935 Clean Energy Mining Co
4603181 Clear Fork Coal Company

1518241 Cloverlick Coal Company LLC

1519418 Cloverlick Coal Company LLC

1505215 Coalgood Energy Co

1518423 Coalgood Energy Co

1519308 Coalgood Energy Co

1519360 Coalgood Energy Co

4607484 Cobra Natural Resources LLC
4607985 Cobra Natural Resources LLC
4608730 Cobra Natural Resources LLC

3609744 Coral Energy Services LLC
3605018 Cumberland Coal Resources LP

4605649 Delbarton Mining Company

4400271 Dickenson-Russell Coal Co LLC
4402277 Dickenson-Russell Coal Co LLC
4405311 Dickenson-Russell Coal Co LLC
4406444 Dickenson-Russell Coal Co LLC
4406864 Dickenson-Russell Coal Co LLC
4407146 Dickenson-Russell Coal Co LLC
4407052 Dorchester Enterprises Inc

4607711 Eagle Energy Inc

4606188 Elk Run Coal Co

4607009 Elk Run Coal Co

4607938 Elk Run Coal Co

4608108 Elk Run Coal Co

4608384 Elk Run Coal Co

4608402 Elk Run Coal Co

4608479 Elk Run Coal Co

4608553 Elk Run Coal Co

4608599 Elk Run Coal Co

4608923 Elk Run Coal Co

4609022 Elk Run Coal Co

4609054 Elk Run Coal Co

4609163 Elk Run Coal Co

4609293 Elk Run Coal Co

3605466 Emerald Coal Resources LP

4608549 Endurance Mining

4608683 Endurance Mining

1511121 Enterprise Mining Co LLC

1516858 Enterprise Mining Co LLC

1518507 Enterprise Mining Co LLC

1519116 Enterprise Mining Co LLC

1519189 Enterprise Mining Co LLC

1507082 Freedom Energy Mining Company

3609741 Freeport Mining LLC

4605317 Goals Coal Company

4603202 Green Valley Coal Company

4601602 Greyeagle Coal Company

4607950 Greyeagle Coal Company

4405815 Guest Mountain Mining Corporation

4407127 Guest Mountain Mining Corporation

4407138 Guest Mountain Mining Corporation

4407251 Guest Mountain Mining Corporation

59.74

.$37.45

0.7

0.49

0.1

5.30

$182.59

.$

$224.18

$12.95

0.3

1.75

3.1

$349.33

$195.38

$100.75

$359.67

$24.2
95.39

56.8

1.35

$446.32

26.05

$474.99

sS
6.86

$932.92

$120.92

60.7

$0.98
.$ .0.4

6.87

24.29

39.66

.$ 14.3

1.7

4.59

4.95

56.5

5.04

$22.49

104

26

57

24

17

21



MSIIA

Mine ID Operator

4407262 Guest Mountain Mining Corporation

4609347 Hazy Ridge Coal Company

4603158 Hemdon Processing Company LLC
4606558 Highland Mining Company
4608693 Highland Mining Company
4609204 Highland Mining Company
4603755 Independence Coal

4605992 Independence Coal

4607273 Independence Coal

460865 Independence Coal

4608700 Independence Coal

4608735 Independence Coal

4608844 Independence Coal

4608933 Independence Coal

4608935 Independence Coal

4609328 Independence Coal

4609244 Inman Coal

4604637 KeplerProcessing Company LLC
4608625 Kingston Mining Inc

4608932 Kingston Mining Inc

4604343 Kingston Processing Inc

4608751 Kingwood Mining Company LLC
4608753 Kingwood Mining Company LLC
4405236 Knox Creek Coal Corp

4406804 Knox Creek Coal Corp

4407180 Knox Creek Coal Corp

4407281 Knox Creek Coal Corp

4605872 Litwar Processing Company LLC
1505375 Long Fork Coal Company

1519180 M3 Energy Mining Company

4603317 Mammoth Coal Co

4606051 Mammoth Coal Co

4607934 Mammoth Coal Co

4607968 Mammoth Coal Co

4608110 Mammoth Coal Co

4608159 Mammoth Coal Co

4609108 Mammoth Coal Co

4609119 Mammoth Coal Co

4609148 Mammoth Coal Co

4609164 Mammoth Coal Co

460922 Mammoth Coal Co

4609237 Mammoth Coal Co

4609275 Mammoth Coal Co

4608297 Marfork Coal Company
4608315 Marfork Coal Company
4608374 Marfork Coal Company
4608551 Marfork Coal Company
4608837 Marfork Coal Company
4608856 Marfork Coal Company
4609048 Marfork Coal Company
4609090 Marfork Coal Company

4609091 Marfork Coal Company

4609092 Marfork Coal Company

4609176 Marfork Coal Company

Orders

Section

104b
of the

Mine

__________
Act

24

12

30

76

38

12

30

12

20

108

45

24

97

25

51

Dollar

Value of

Proposed
Civil

Penalty

Assessments

in Mining

Thousands Related

FatalitIes

22.99 1s

9.57

40.11

0.69

27.23

2.02

$1537.69

273.69

187.82

503.21

108.62

410.96

7.38

1.66

224.46

2.14

45.45

143.33

5.46

2.57

205.19

0.1

57.97

0.15

53.29

200.54

433.16

17.94

620.75

50.57

$531.12

697.42

307.94

8.69

Significant

and

Substantial

Citations

Issued

Section

104 of the

Mine Act
Ekcludes

1O4d
cltations/

orders

22

80

Failure

to Unwarrantable

Abate Failure

Citatlons/

Orders

Issued

Section

1O4d of the

Mine Act

Imminent

Danger

Flagrant Orders

Violations Issued

Section Section

110b2 107a
of the of the

Mine Act Mine Act



MSHA
Mine ID Operator

4609 193 Marfork Coal Company
4609199 Marfork Coal Company

4609212 Marfork Coal Company

4609240 Marfork Coal Company

4609355 Marfork Coal Company

4609376 Marfork Coal Company

1505106 Martin County Coal

1511005 Martin County Coal

1518452 Martin County Coal

1519193 Martin County Coal

1519235 Martin County Coal

1519472 Martin County Coal

1519531 Martin County Coal

1519553 Martin County Coal

1519595 Martin County Coal

1519615 Martin County Coal

4407170 Meadow Branch Mining

Corporation

4407186 Mill Branch Coal Corporation 23

4407189 Mill Branch Coal Corporation 11

1519382 Mt Sterling Energy Mining

15 18340 North Fork Coal Corporation 35

1518732 North Fork Coal Corporation 14

1519666 North Fork Coal Corporation

4608008 Odell Processing Inc

4603141 Omar Mining Company

4407150 Osaka Mining Corporation 46

1516011 Panther Mining LLC
1518198 PantherMiningLLC 17

1519063 Panther Mining LLC
4405270 Paramont Coal Company Virginia

LLC 16

4406929 Paramont Coal Company Virginia

LLC 59

4406949 Paramont Coal Company Virginia

LLC
4407092 Paramont Coal Company Virginia

LLC

4407 123 Pararnont Coal Company Virginia

LLC 40

4407129 Paramont Coal Company Virginia

LLC 77

4407163 Paramont Coal Company Virginia

LLC

4407190 Paramont Coal Company Virginia

LLC
4407223 Paramont Coal Company Virginia

LLC 33

4407231 Paramont Coal Company Virginia

LLC 18

4407232 Paramont Coal Company Virginia

LLC
4407257 Paramont Coal Company Virginia

LLC

Significant

and

Substantial

Citations Failure

Issued to

Section Abate

104 of the Orders
Mine Act Section
Exdudes 104b

104d of the

cltations/ Mine

orders Act

15

15

14

Dollar

Unwarrantable Imminent Value of

Failure Danger Proposed

citatioi/ Flagrant Orders Civil

Orders Violations Issued Penalty

Issued Section Section Assessments

Section 110b2 107a in Mining

104d ofthe of the of the Thousands Related

Mine Act Mine Act Mine Act Fatalities

$350.56

12.81$-
$100.24

_-.- $0.2
$0.57
$-21.28

.$ 0.1
L45

$1.4
11 .1 $178.35

182.8

$28.26

0.1.$ 0.1
$392.88.-$

54.88

6.42

$247.01

$101.63

$11644

2.25

01

36.96

163i

3.69

$--



Significant

and

Substantial

Citations

1ssued
Section

104 of the

Mine Act
Exclud

104d
MSIIA citationI

Mine ID Operator orders

4407272 Paramont Coal Company Virginia LLC
4407289 Paramont Coal Company Virginia LLC
4407290 Paramont Coal Company Virginia LLC
4602265 Peerless Eagle Coal Company
4608 155 Peerless Eagle Coal Company

4603430 Performance Coal Company

4608436 Performance Coal Company

4608539 Performance Coal Company

1504020 Peter Cave Mining Co
4403088 Pigeon Creek Processing Corporation

4606880 Power Mountain Coal Company

4607545 Premium Energy LLC 19

1519097 Process Energy 77

4608645 Progress Coal

3608349 River Processing Corporation

15 17278 Rivereagle Corporation

4608048 Riverside Energy Company LLC

4609251 Riverside Energy Company LLC
4609356 Riverside Energy Company LLC
1519270 Road Fork Development Company

Inc 26

1519453 Road Fork IDevelopment Company

Inc

4605368 Road Fork Development Company

Inc

1517651 Rockhouse Energy Mining

4605121 Rockspring Development Inc

4608030 Rockspring Development Inc

4609089 Rum Creek Coal Sales

4609364 Rum Creek Coal Sales

4609409 Rum Creek Coal Sales

1509724 Sidney Coal Company Inc

1511162 Sidney Coal Company Inc

1511654 Sidney Coal Company Inc

1518378 Sidney Coal Company Inc

1518380 Sidney Coal Company Inc

1518381 Sidney Coal Company Inc

1518390 Sidney Coal Company Inc

1518950 Sidney Coal Company Inc

1519247 Sidney Coal Company Inc

4609026 Simmons Fork Mining Inc

4609114 Simmons Fork Mining Inc

1507475 Solid Energy Mining Company
4601544 Spartan Mining Co
4603933 Spartan Mining Co
4608387 Spartan Mining Co
4608513 Spartan Mining Co
4608738 Spartan Mining Co
4608806 Spartan Mining Co
4608808 Spartan Mining Co
4609045 Spartan Mining Co
4609085 Spartan Mining Co
4609095 Spartan Mining Co
4609165 Spartan Mining Co
4609238 Spartan Mining Co

Dollar

Value of

Proposed
Civil

Penalty

Assessments

in

Thousands

5.1

1.11

0.1

344.57

0.93

4.12

47.56

55.73

$584.85

20.35

0.55

$167.76

1.9

132.97

$685.41

2.14

13.79

0.2

0.1

19.85

$0.1

13

$561.24

0.36

086

$20.58

$839.71

47.21

$1218.9

Imminent

Danger

Flagrant Orders

Violations Issued

Section Section

110b2 107a
of the of the

Mine Act Mine Act

Failure

to Unwarrantable

Abate Failure

Orders CitatiOæs/

Section Orders

104b lasued

of the Sectfon

Mine 104d of the

Act Mine Act

12

Mining
Related

Fatalities

33

172

18

72

68 20

96



MSHA
Mine ID Operator

4609254 Spartan Mining Co
4609263 Spartan Mining Co
4609269 Spartan Mining Co
4609270 Spartan Mining Co
4609287 Spartan Mining Co
4609391 Spartan Mining Co
1517165 Stilihouse Mining LLC

1518869 Stilihouse Mining LLC
4602515 Stirrat Coal Company

4603176 Talon Loadout Company

4001144 Tennessee Consolidated Coal

Company
4003166 Tennessee Consolidated Coal

Company

4606532 Trace Creek Coal Company

4403658 Twin Star Mining Inc

4403929 Twin Star Mining Inc

4607302 Twin Star Mining Inc

4608365 White Buck Coal Company

4609154 White Buck Coal Company

4609266 White Buck Coal Company

4608632 White Flame Energy Inc

4608838 White Flame Energy Inc

Significant

and

Substantial

Citations

Issued

Section
104 of the

Mine Act
Excludes

104d
citations

orders

0.1

49.47

12.7

6.36

0.2

Failure Dollar

to Unwarrantable Imminent Value of

Abate Failure Danger Proposed

Orders Citations Flagrant Orders Civil

Section Orders Violations Issued Penalty

104b Issued Section Section Assessments

of the Section 110b2 107a hi Mining

Mine 104d of the of the of the Thousands Related

Act Mine Act Mine Act Mine Act Fatalities

16 69.38

.0.4

11 $2.76
0.4

2.72

42 $218.96

31 $258.87

19 46.23

1.71

0.9

For purposes of reporting regulatory matters under Section 1503a of the Dodd Frank Act we include the

following table that sets forth list of legal actions pending before the Federal Mine Safety and Health Review

Commission including the Administrative Law Judges thereof pursuant to the Mine Act and other required

information for each of our subsidiaries that is coal mine operator by individual mine



MSIIA Pending

Legal Actions

as of

last day of

reporting

period

New MSHA
Dockets

commenced

during

reporting

period

Appeals of

judges
decisions or

orders to

FMSHRC
referenced in

Subpart
29CFR

Part 2700

MSHA
Mine ID Operator

4604669 Alex Energy Inc

4608977 Alex Energy Inc

4608787 Alex Energy Inc

4609283 Alex Energy Inc

4606870 Alex Energy Inc

4607165 Alex Energy Inc

4608789 Alex Energy Inc

4607537 Alex Energy Inc

4608961 Alex Energy Inc

4609242 Alex Energy Inc

4800732 Alpha Coal West Inc

4801078 Alpha Coal West Inc

3609284 AMFIRE Mining Company LLC

3609648 AMFIRE Mining Company LLC

3608848 AMFIRE Mining Company LLC

3609414 AMFIRE Mining Company LLC

3608422 AMFIRE Mining Company LLC

3607688 AMFIRE Mining Company LLC

3608704 AMFIRE Mining Company LLC

3609033 AMFIRE Mining Company LLC

3608620 AMFIRE Mining Company LLC

3609127 AMFIRE Mining Company LLC

3608850 AMFIRE Mining Company LLC

3609005 AMFIRE Mining Company LLC

3609042 AMFIRE Mining Company LLC

3609246 AMFIRE Mining Company LLC

3608497 AMFIRE Mining Company LLC

3609342 AMFIRE Mining Company LLC

3609140 AMFIRE Mining Company LLC

4609299 Aracoma Coal Company

4609361 Aracoma Coal Company

4607897 Aracoma Coal Company

4608019 Aracoma Coal Company

4608801 Aracoma Coal Company

4608802 Aracoma Coal Company

4608224 Aracoma Coal Company

4605086 Bandmill Coal Corp

4608263 Bandmill Coal Corp

MSHA dockets

in which final

orders were

entered not

appealed

during

reporting

_______ period

10

12

12

Contests of Contests of

Citationsl Proposed
Orders Penalties

referenced in referenced in

Subpart Subpart
29CFR 29CFR

Part 2700 Part 2700

10

11

Complaints for

discharge
Complaints for discrimination Applications for

compensation or interference temporary relief

referenced in referenced in referenced in

Subpart Subpart Subpart
29CFR 29CFR 29CFR

Part 2700 Part 2700 Part 2700



MSHA
Mine II Operator

4.407087 Big Laurel Mining Corporation

4405559 Bluff Spur Coal Corporation

4609301 Brooks Run Mining Co LLC

4609387 Brooks Run Mining Co LLC

4609247 Brooks Run Mining Co LLC

4609130 Brooks Run Mining Co LLC

4606045 Brooks Run Mining Co LLC

4609133 Brooks Run Mining Co LLC

4609134 Brooks Run Mining Co LLC

4609066 Brooks Run Mining Co LLC

4609353 Brooks Run Mining Co LLC

4608218 Brooks Run Mining Co LLC

4608885 Brooks Run Mining Co LLC

4609126 Brooks Run Mining Co LLC

4609036 Brooks Run Mining Co LLC

4609351 Brooks Run Mining Co LLC

4609055 Brooks Run Mining Co LLC

4609213 Brooks Run Mining Co LLC

4606263 Brooks Run Mining Co LLC

4609348 Brooks Run Mining Co LLC

4609371 Brooks Run Mining Co LLC

15194.46 Cave Spur Coal LLC

1510753 Clean Energy Mining Co
1517935 Clean Energy Mining Co
4603181 Clear Fork Coal Company

1518241 Cloverlick Coal Company LLC

1519418 Cloverlick Coal Company LLC

1519360 Coalgood Energy Co

1505215 Coalgood Energy Co

1518423 Coalgood Energy Co

15 19308 Coalgood Energy Co

4607985 Cobra Natural Resources LLC

4608730 Cobra Natural Resources LLC

4607484 Cobra Natural Resources LLC

3609744 Coral Energy Services LLC

3605018 Cumberland Coal Resources LP

4605649 Delbarton Mining Company

4406864 Dickenson-Russell Coal Co LLC

MSHA Pending New MSHA
Legal Actions Dockets

as of commenced

last day of during

reporting reporting

period period

12 12

15

14

11

20

13

33

Complaints for

Contests of discharge

Proposed Complaints for discrimination Applications for

Penalties temporary relief

referenced in referenced in

Subpart Subpart

29CFR 29CFR

Part 2700 Part 2700

12

11

14

18

13

27

Contests of

Citations/

Orders

referenced in

Subpart
29CFR

Part 2700

MSHA dockets

in which linal

orders were

entered not
appealed

during

reporting

period

29

20

or interference

referenced in

Subpart
29CFR

Part 2700

compensation
referenced in

Subpart

29CFR
Part 2700

Appeals of

judges
decisions or

orders to

FMSHRC
referenced in

Subpart
29CFR

Part 2700

20



MSHA
Mine II Operator

4406444 Dickenson-Russell Coal Co LLC

4407146 Dickenson-Russell Coal Co LLC

4405311 Dickenson-Russell Coal Co LLC

4400271 Dickenson-Russell Coal Co LLC

4402277 Dickenson-Russell Coal Co LLC

4407052 Dorchester Enterprises Inc

4607711 Eagle Energy Inc

4609054 Elk Run Coal Co

4607938 Elk Run Coal Co

4609293 Elk Run Coal Co

4609163 Elk Run Coal Co

4608553 Elk Run Coal Co

4608402 Elk Run Coal Co

4608108 Elk Run Coal Co

4608923 Elk Run Coal Co

4607009 Elk Run Coal Co

4606188 ElkRunCoalCo

4608479 Elk Run Coal Co

4608599 Elk Run Coal Co

4608384 Elk Run Coal Co

4609022 Elk Run Coal Co

3605466 Emerald Coal Resources LP

460683 Endurance Mining

4608549 Endurance Mining

1519189 Enterprise Mining Co LLC

1518507 Enterprise Mining Co LLC

1519116 Enterprise Mining Co LLC

1516858 Enterprise Mining Co LLC

1511121 Enterprise Mining Co LLC

1501082 Freedom Energy Mining Company

3609741 Freeport Mining LLC

4605317 Goals Coal Company

4603202 Green Valley Cnal Company

4607950 Greyeagle Coal Company

4601602 Greyeagle Coal Company

4407127 Guest Mountain Mining Corporation

4407251 Guest Mountain Mining Corporation

4405815 Guest Mountain Mining Corporation

MSHA Pending New MSHA
Legal Actions Dockets

as of commenced

last day of during

reporting reporting

period period

18

10

17 14

10

58

12 13

30

10

MSHA dockets

in which final

orders were
entered not

appealed

during

reporting

period

Contests of

Citations/

Orders

referenced in

Subpart
29CFR

Part 2700

Contests of

Proposed
Penalties

referenced in

Subpart
29CFR

Part 2700

Complaints for

compensation
referenced in

Subpart
29CFR

Part 2700

Complaints for

discharge
discrimination

or interference

referenced in

Subpart
29CFR

Part 2700

12

28 14

21

12

28 11

24

10

Applications for

temporary relief

referenced in

Subpart
29CFR

Part 2700

Appeals of

judges
decisions or

orders to

FMSHRC
referenced in

Subpart
29CFR

Part 2700



Appeals of

MSHA dockets Complaints for judges

in which final Contests of Contests of discharge decisions or

MSHA Pending New MSLIA orders were Citations Proposed Complaints for discrimination Applications for orders to

Legal Actions Dockets entered not Orders Penalties compensation or interference temporary relief FMSILRC

as of commenced appealed referenced in referenced in referenced in referenced in referenced in referenced in

last day of during during Subpart Subpart Subpart Subpart Subpart Subpart

MSHA reporting reporting reporting 29CFR 29CFR 29CFR 29CFR 29CFR 29CFR

Mine II Operator period period period Part 2700 Part 2700 Part 2700 Part 2700 Part 2700 Part 2700

4407138 Guest Mountain Mining Corporation

4407262 Guest Mountain Mining Corporation

4609347 Hazy Ridge Coal Company

4603158 Herndon Processing Company LLC

4608693 Highland Mining Company

4606558 Highland Mining Company

4609204 Highland Mining Company

4608935 Independence Coal

4609328 Independence Coal

4608735 Independence Coal

4608700 Independence Coal

4607273 Independence Coal 24 47 17

4603755 Independence Coal

4608844 Independence Coal

4608933 Independence Coal

4605992 Independence Coal

4608655 Independence Coal

4609244 Inman Coal 30 15 17 13

4604637 Kepler Processing Company LLC

4608625 Kingston Mining Inc

4608932 Kingston Mining Inc 11

4604343 Kingston Processing Inc

4608751 Kingwood Mining Company LLC

4608753 Kingwood Mining Company LLC

4407281 Knox Creek Coal Corp

4405236 Knox Creek Coal Corp

4407 180 Knox Creek Coal Corp

4406804 Knox Creek Coal Corp 16 11

4605872 Litwar Processing Company LLC

1505375 Long Fork Coal Company
20

1519180 M3 Energy Mining Company
20

4607934 Mammoth Coal Co

4609 148 Mammoth Coal Co

4609275 Mammoth Coal Co

4609237 Mammoth Coal Co

4607968 Mammoth Coal Co

4609108 Mammoth Coal Co 10 10

46033 17 Mammoth Coal Co



Appeals of

MSHA dockets Complaints for judges
in which final Contests of Contests of discharge decisions or

MSHA Pending New MSHA orders were Citations Proposed Complaints for discrimination Applications for orders to

Legal Actions Dockets entered not Orders Penalties compensation or interference temporary relief FMSHRC
as of commenced appealed referenced in referenced in referenced in referenced in referenced in referenced in

last day of during during Subpart Subpart Subpart Subpart Subpart SubpartMSHA reporting reporting reporting 29CFR 29CFR 29CFR 29CFR 29CFR 29CFR
Mine ID Operator period period period Part 2700 Part 2700 Part 2700 Part 2700 Part 2700 Part 2700

4608110 Mammoth Coal Co

4606051 Mammoth Coal Co

4609221 Mammoth Coal Co

4608159 Mammoth Coal Co

4609 164 Mammoth Coal Co

4609119 Mammoth Coal Co

4609092 MarforkCoalCompany 16 14 12

4609176 Macfork Coal Company

460909 Macfork Coal Company 16 13 20 10

46092 12 Macfork Coal Company

4609376 Macfork Coal Company

46083 15 Macfork Coal Company 19 19 18 11

4608837 Macfork Coal Company

4608374 Macfork Coal Company

460855 Macfork Coal Company 11 12

4609240 Macfork Coal Company

4609193 Macfork Coal Company 14 11 19

4608856 Macfork Coal Company

4608297 Macfork Coal Company

4609355 Macfork Coal Company

4609090 Macfork Coal Company

4609199 Macfork Coal Company

4609048 Macfork Coal Company 13 19 13

1519193 MartinCountyCoal 17 22 17

1518452 MactinCountyCoal 12

15 19553 Martin County Coal

1519615 MartinCountyCoal

1511005 Martin County Coal

1519235 Martin County Coal

1505106 Martin County Coal

1519595 Martin County Coal

15 19472 Martin County Coal

1519531 MactinCnuntycoal

4407170 Meadow Branch Mining Corporation

4407186 Mill Branch Coal Corporation

4407189 Mill Branch Coal Corporation 12

15 19382 Mt
Sterling Energy Mining

15 18340 North Fork Coal Corporation 20 15 18



Appeals of

MSHA dockets Complaints for judges

in which final Contests of Contests of discharge decisions or

MSHA Pending New MSIIA orders were Citations Proposed Complaints for discrimination Applications for orders to

Legal Actions Dockets entered not Orders Penalties compensation or interference temporary relief FMSHRC

as of commenced appealed referenced in referenced in referenced in referenced in referenced in referenced in

last day of during during Subpart Subpart Subpart Subpart Subpart Subpart

MSHA reporting reporting reporting 29CFR 29CFR 29CFR 29CFR 29CFR 29CFR

Mine ID Operator period period period Part 2700 Part 2700 Part 2700 Part 2700 Part 2700 Part 2700

1518732 NorthForkCoalCorpOratiOfl

15 19666 North Fork Coal Corporation

4608008 Odell Processing Inc

4603141 OmarMining Company

4407 150 Osaka Mining Corporation

1516011 PantherMiningLLC

1518198 PantherMiningLLC

15 19063 Panther Mining LLC

4407163 Paramont Coal Company Virginia LLC

4407257 Paramont Coal Company Virginia LLC

4407123 Paramont Coal Company Virginia LLC

4407231 Paramont Coal Company Virginia LLC

4407223 Paramont Coal Company Virginia LLC

4406949 Paramont Coal Company Virginia LLC

4407190 Paramont Coal Company Virginia LLC

4406929 Paramont Coal Company Virginia LLC

4407289 Paramont Coal Company Virginia LLC

4407290 Paramont Coal Company Virginia LLC

4407232 Paramont Coal Company Virginia LLC

4405270 Paramont Coal Company Virginia LLC

4407092 Paramont Coal Company Virginia LLC

4407 129 Paramont Coal Company Virginia LLC

4407272 Paramont Coal Company Virginia LLC

4608 155 Peerless Eagle Coal Company

4602265 Peerless Eagle Coal Company

4603430 Performance Coal Company

4608436 Performance Coal Company
10 239

46085 39 Performance Coal Company

1504020 Peter Cave Mining Co

4403088 Pigeon Creek Processing Corporation

4606880 Power Mountain Coal Company

4607545 Premium Energy LLC

1519097 Process Energy
18 19 17

4608645 Progress Coal

3608349 River Processing Corporation

15 17278 Rivereagle Corporation

4609356 Riverside Energy Company LLC

4608048 Riverside Energy Company LLC



Appeals ofMSHA dockets
Complaints for judgesin which final Contests of Contests of

discharge decisions orMSILA Pending New MSIIA orders were Citations Proposed Complaints for discrinsination Applications for orders to
Legal Actions Dockets entered not Orders Penalties compensation or interference temporary relief FMSBRCas of commenced appealed referenced in referenced in referenced in referenced in referenced in referenced inlast day of during during Subpart Subpart Subpart Subpart Subpart SubpartMSHA

reporting reporting reporting 29CFR 29CFR 29CFR 29CFR 29CFR 29CFRMine ID Operator period period period Part 2700
____________ uu ran /uu Iart 27U11 Part 2700 Part 2700

4609251 Riverside Energy Company LLC
15 19270 Road Fork Development Company Inc 16

4605368 Road Fork Development Company Inc

1519453 Road Fork Development Company Inc

1517651 Rockhouse Energy Mining 32
4605121 Rockspring Development Inc 34

34
4608030 Rockspring Development Inc

4609089 Rum Creek Coal Sales

4609409 Rum Creek Coal Sales

4609364 Rum Creek Coal Sales

1509724 Sidney Coal Company Inc

1511162 Sidney Coal Company Inc

15 18378 Sidney Coal Company Inc

1518381
SidneyCoalCompanylnc 19 19 15

15 18380 Sidney Coal Company Inc

15 18390 Sidney Coal Company Inc

15 19247 Sidney Coal Company Inc

1511654 Sidney Coal Company Inc

15 18950 Sidney Coal Company Inc

4609026 Simmons Fork Mining Inc

4609114 Simmons Fork Mining Inc

1507475 Solid Energy Mining Company 16

4609085 Spartan Mining Co
4609269 Spartan Mining Co
4608808 SpartanMiningCo 17 13 44 15
4608513 Spartan Mining Co
4609287 Spartan Mining Co
4608387 Spartan Mining Co
4609391 Spartan Mining Co
4609045 Spartan Mining Co
4608806 Spartan Mining Co
4601544 Spartan Mining Co 44 42 37 30 13
4609095 Spartan Mining Co
4609263 Spartan Mining Co
4608738 Spartan Mining Co

19

4609165 Spartan Mining Co
4609254 Spartan Mining Co

12

4609238 Spartan Mining Co



MSHA
Mine ID Operator

4603933 Spartan Mining Co

4609270 Spartan Mining Co

1517165 Stillhouse Mining LLC

1518869 Stillhouse Mining LLC

4602515 Stirrat Coal Company

4603176 Talon Loadout Company

4001144 Tennessee Consolidated Coal Company

4003166 Tennessee Consolidated Coal Company

4606532 Trace Creek Coal Company

4607302 Twin Star Mining Inc

4403929 Twin Star Mining Inc

4403658 Twin Star Mining Inc

4608365 White Buck Coal Company

4609266 White Buck Coal Company

4609154 White Buck Coal Company

4608838 White Flame Energy Inc

4608632 White Flame Energy Inc

23

13

Appeals of

MSHA dockets Complaints for judges

in which final Contests of Contests of discharge decisions or

MSIIA Pending New MSIIA orders were Citations Proposed Complaints for discrimination Applications for orders to

Legal Actions Dockets entered not Orders Penalties compensation or interference temporary relief FMSffRC

as of commenced appealed referenced in referenced in referenced in referenced in referenced in referenced in

last day of during during Subpart Subpart Subpart Subpart Subpart Subpart

reporting reporting reporting 29CFR 29CFR 29CFR 29CFR 29CFR 29CFR

period period period Part 2700 Part 2700 Part 2700 Part 2700 Part 2700 Part 2700

10 10

The MSHA assessments issued during the current reporting period
do not necessarily relate to the citations or orders issued by MSHA during the current

reporting period or to the pending cases reported
herein

The Legal Actions include matters which were initiated prior to the current reporting period and which do not necessarily relate to the citations orders or

proposed assessments issued by MSHA during the current reporting period All of the Legal Actions except those filed under Subpart of 29 CFR Part

2700 were initiated by us to contest citations orders or proposed assessments issued by MSHA and if we are successful may result in reduction or

dismissal of those citations orders or assessments

Appears to be non-mining related
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Addendum to the Alpha Natural Resources Inc 2012 Year in Review

Under the heading Alpha Snapshot on page 19 of our 2012 Year in Review we indicated that our free cash flow

was $12 million for the year ending December 31 2012 Actual free cash flow for the year ending December 31 2012

should have been indicated as $20 milhon

Please find below reconciliations of non-GAAP financial measures of Adjusted EBITDA set forth on page 19

of the 2012 Year in Review and Free Cash Flow referenced above for the fiscal year ending December 31 2012

Reconciliation of Adjusted EBITDA in thousands

Net Loss

Interest Expense

Interest Income

Income Tax Expense Benefit

Depreciation Depletion and Amortization

Amortization of Acquired Intangibles Net

EBITDA

Goodwill Impairment

Asset Impairment and Restructuring

Upper Big Branch Expenses

Change in Fair Value and Settlement

of Derivative Instruments 18275

Merger Related Expense Benefit 13741

Gain Loss on Early Extinguishment of Debt 773

Changes in Future Costs of Asset Retirement Obligations 154377

Impact of Benefits-related Accrual Reversal 45865

Impacts on Accrual for Legal Matters 13067

Impact of Write-off of Weather-related Property Damages 2300

Adjusted EBITDA $792491

Reconciliation of Free Cash Flow in thousands

Net Cash Provided by Operating Activities $518419

Less Capital Expenditures 402377

Less Acquisition of Mineral Rights

under Federal Lease

Free Cash Flow

$12437148

198147

3373

549996

1037575

70338

1825133

1713526

1068906

31508

95765

$20277

Alpha Natural Resources
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Were already realzing the benef ts of more iirnble company that is well scaled to the

cngesof

the domestic market for coal and the significant growth opportunities outsde of the United States

qua by Tetalluroical coals for steelmaseis around the word

was central to our 20 epositionirig plan

De arand or thermal coal too growing overseas According

to recent eport trorr the International te gy Agency by

2017if not beforecoal II overtal oil as me worlds

war conoumed ruel

Coal is rbunda re iable and affordable As such it otters the

only reaistic solution many areas of the developing wond

wf crc tho need for electricity is ea1 and growing Reliab

and affordable energy brings mary bench ncluding clean

water bettor sanitation and general chance to escape

poverty and start bu ld.ng modern economy

For hundreds of Ilions of peopleno ess than ore-fifth of

humanitysecuring basic access to electricity marks the hrst

scp om subsistence to prosoerty

In fe pages that to low you wi find detailed assessment of

the past year and our plans going forward In challeng ng times

we remain optimistic We have also stayed grounded the

values and princip es that Alpna was founded upon 10 years

ago Fi st among these is our belef in the 12000 me id

women who work in his organization and our com nitmerit to

getng rem home safely at the end of every shift

Anyone nvolved in mining understands that the work of

safety requ res constant vgiarce and improvement This

sum er we wil open the doors to the first-of-its kind Runnirg

got Leadershp Acaoemy state-of-the-art center for

education tran rq ard devaiopmert That eventuaily wil be

open to the ertre obal mnrg coo

We take responsib lity for the env ronment where our duties

extend from mine restoration to assur ng water qua

to audt ng and measuring how were perfor Tring Weve

made progress and wi continue to push the boun es

nnovation research and best-practice stewa dshp

Fnaily we invest in tfe corrmunbes we call hoe especally

ving assistance to ch ldren and fami ies Aiprur helps

support education arts and cit ture rd soc srvices

nitiatives that meet local needs the more whet tW

economy down hese investments make oifference

We move on it 2013 eady and renewed seAing our nds to

new challenges We know that further adversity may come

bc we zort lose head and we unt stop esolv ng as

confront these new challenges Across the world what sonw

cali yesterdays fuel is tomorrows ir eplaceable reso nec

and the world cant wait II ons peop are counting on

coal to bring them better life and serving that aspi ator is

the great opportunity of today

Alpha has dedicated itself to that mission and in carrying it

out we strive to serve the inteiests of all our stakeho dare

Kevin Crutchfield Cf ai man and CEO

2012 00CR iN REViEW
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OPERAI1ONS BY THE NUMBE AS

Active Mines Emp oyees Total Coal Sh pments

Metallurgical

Coal Sales

Meta urg ca coa accounted

fo of al coa ship er ts

o\Nder River Basm PRB
Coa1 Sales

RB COdl coun ed

for 43 of a1 coa se prnoots

Easte Steam

Coal Salcs

Lasre oa1 acc ci

for 38 to al cc cnrs

You can ovcrstatc ie wngib economic bcnefitv

that the coal business provdos to loca communities

fro offering some of the bescpaying obs to

suppo ting the local tax base and public services

rioht doe to dehvehng steady business for thu

loua sadwi sho and cc dealc

rauk Wood Executive Vicr Presde 11

and Lb 5ina icier Oficer

OUR AREAS

OFOPERARON
We have drersc portfolio of coal miring operations ar raervos

/so Oecs rbe 20 oocrate ota of 107 rcs aol

26 oparation plants in Pen sy var West rg nra qr

Wy mi and Ko tc 0K5

Wages Federal State Communrty Materials Export

Benefts Local Taxes Pard Investments Supplies Capacty
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OUR LEAD ERSHP

Board Committees

The Boa has four dVg

oommttees And Compersac

Horn nating ard Corporate

Governanom Safety Heal

Enviror ri enta and Suscai ab lity

Eaci irdependent Drec or serves

on at least two comm ttees

Board Meetings

In 20f the Board held 11 boa

meetings and 33 committee

mc etings with regular br efings

and com Tcunca ions as needed

Key

0-In

Cr11
Gv rr
SI OVI III

oSjstl 00

Board 00 Directors

Kevin Crutcbfield

Chairman 1d CEO

Angelo Brisimitzakis

William Crowley Jr

ca of the Audit Co ccmittee

Linn Draper Jr

Glenn Eisenberg

Lead Idependent Director and

Chair of the Nominatirg and

Corporate Governance Committee

Deborah Fretz

Michael Giftos

Cha of the .ety Heal

Envronmental and

Sustanabi ty Committee

Patrick Hassey

Joel Richards Ill

Cha of th Compensaton Commit cc

James Roberts

Ted Wood

Management Comm flee

Kevin Crutchfield Ce irma and CEO

Paul Vining President

Philip Cavatoni ExecutiCe Vice

Prcsdent and Chef Strategy Of icer

Patrick Ference Senor Vice Pres dert

and at Hcmr Peso irces Of ice

Vaughn Groves Execuc/ve Vice

Pres dent General CoJcsel and

Corporate Sccretnry

Michael Hubert Se iur Vice Piesidcr

Comm ocations and Goiernrnent AffaIrs

Brian Sullivan Execuc/ve cc

President and Conmercial OfIcer

Frank Wood Execucive c/ice
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Running Bight provides every employee with the opporu mty

to be fully engaged in aaintanirg safe workplace and

contributing fteaningfully to the way tiC 1K at pha

Leading Right

Patrick Ference Senior Vice Presoent

and Chief Human Resources Ofdcer

ho owng Alp as acouisbon of Massey Energy in 20 ii

mr mar ogoment team deve oped new fra newo for

leadersflp As we ook owa ds ft future for our business

and we rdust we are cognizant of ou esponsiolity to cad

wiu ntegrfiy As ambassadors for Alpha and the ndustry

Lead Rghr is our pwdge to keep the ollowing princples

icd wh we cor to wore eve day

We are respo msb tor ersu ing our own acto ms supp rt

cdphas nighw purpose

Ale are espowble to nauy stakeholders

\\ rspo sih nr mmr rarong ph core va ues

we co mit se yes inn Rght

Living Right

ing Riqf extenos the Apf culture of trust honesty and

teamwork ond ftc wo kpace and fto the no ihorooods

and co mrr un tes where we live In 2012 we supoor ed

noro tmam COO comunAy orcannations whc cork to

fight hunger prov de ty rr edical care to our nwghbors

and hung new arts cxoerierces to oh en We We our

vaiuas both inside and outside of our vzorkplocc ma my of

our peop can be found pick rig na mcr to restore

neighbors hon sotng food for de ivery to food banks

tutoneg sof oocfildren or sorv rg on nonprofit boardn

Dd OU flow Each onth an average more

than 54000 observation cards were subm tted arross

the orga izatior thmugn the Running Bight process

We are resporrs as eaders for actir with courage
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isiress ir Ce itral Ap acta The qua ites of those centre

\poa achiar coals valued in ma iy eve seas ma kes aid

pta ir di St y-Nd ng expor capacity cue ogstics networ

ius odsa megs Afor ovemuas etcmer dC
menu gh qua ity the ma coal opt ens

As pi of the reahgnment of our hero coal ouerat ens

Aipi 12 cx sting business units were consolidated in

t.o regions Fhis rca gn ci wi allow these in ts to mducc

ope ational over icad whie ent id 19 the eff ency win

Wi ch we ur our ning op rat ons

Metai irgica coa the eos profitrble element ot our

ouC iess and ee have hc largest rectal urgcal ma reseive

base in be Ui ted St es

No vvitsta icng cu rent market softress for metallurgcai

coal new sr cI ref being med unde censtructen

devciooing areas of esia South Anoorica and sevehe

orov de comee ing eng te growth opportunit es fm

Alp ia At the same Jme there are peisistert structural

cci sra mts gloeal 01 sources of high-quality meta lurg cc

cea \Aith the reost flexible logistics networs an outstanding

eputtten the nternational marsetplace ard bread range

of me al gical coal products Alpha is mel pes tioned tc

capital xc or iew eppetunities ant well protected trore

cuemei ant lunt sk

As the d-larges producer aliurgical coa global

Alp1 has 25 mil lOll ot partial untapped export capacty

theug the East Coast and Gulf of Mexic giving the cemipar.y

th capab ty to scale metallurgical coal exper swdt

lb apprex matCy hi lie ito is of qua ty ietailu pical

ou eserves Alpha is vet pesitienec to mmp up quicAy as

deriand Nor steel kers cued ie world warrants

Apt orop eted tn age tra is orrr ative acQuisifie

past our years becom ir Ame icas tt re gest uoai core par

the cou itry argest suopher or aeal gical coal one

word fifth- argest coal supplier In 20 concurrent ti

ng of certain nes ye core pietd tea-to botton revie

ou ausiness processes and organixatiena structurs no cres

streaml ned eff cent ergani lion and unifcd cu of ness

exce Ic ce TLrogh tis pncess we educed eon oacies

and inefficient york practices and developee efect ye

admir strative str icture to support our sma ir operatien

foonprint Savings fro in tr ese and related restruc ur rig actions

are projected to exceed $150 mll on arr ualiy

The acquisitions Nso afforoed is the eppe tu iby rede

roles 00 descriptiois wbh suec focus on safety and

ciency ir this row amewo for cxci ipc orema wil

focus rr ore time and energy to provide one on ore direction

to crc membe roughout the shift Superr tmdents will

focus riiore close on coerdinatng functions to bet er emsu

mine safety and productivity Safety representatives vvill share

and faclitate rnpleme itation of best practces across the

organixaten These st eamlined efforts wi allow miies

and crews to operate more effcently
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Alpha one of the most rogior ally diversified U.S supp iers

wth largest port capacity of any U.S producer We

focus on opcrational optimizaton cost control consiste

execution 0nd pos ye ree cashJiovv generation to enhrce

shareholder va ue

Ending December 31 2012

Total Revenues

Coal Revenues

$7 billon

$6.0 bi lion

Coal Shipments 108.8 lion tons

Meta iurgcal Coal Shipments 203 ion tons

PRB Coal Shipments 46.7 mi lion or

Eastern Coal Shioments 41 .8 mil ion tons

Exports Total 21 na tons

Metallurgical Coa Exports 16.4 million tons

Thernal Coal Exports Ilion tons

Adjusted EBITDA $792 ruitor

Free Cash Flow $12 ryridior

Swedens SSAB is eading global steel oroducr Ni

rnual sales of more than $7 billion pha supp es mer

cnal to hon of ts plar.ts SwWen Hundreds of

suppiers also support the eelmaker but only hvo

were named Most Va ued Supp er for 2012 Alpha was

oieo Ho vearidvvasHe orlycoalomparyamorg

the wnr ers

SEAB is an important customer sad Jason Fanrr

cc presioent met coo sales Europe We work

ciose the coa purchasi tc ars to ge en Ho

blends they neeo produce qua my prod ct aid we

prossa eohnW suopor oi ungo bwvs

Alpha has been supp ying SSAH ncc 2006 and

has huh its business with the stee maPs hroug

long erm coi racts

20125 ARNlF kVf 19
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Tnoug ou entc or Se 20 Runrtng Rig rcoordkaors

te na am mntegrm the poccss as tmc sot ocs

ann ensure tha bcs prac ices sr cred across the re

ganica on Because saety is such ca as to

Alphas success each emplovec paracipates eight on

of Ronnrg Right trftning eve 18 monthc ya
tramning program has resulted the rot owirg

FuflDay Class 85 62126.5 hours

HaiRDay Class 2388 hours

Totab 6454.5 5500

process ft re oyemdrve and has behan ora

based safety ooservations at its core It roles on par cipato

trot eacn and avery era pioyee condurt observations wiG

tie goal of adicat ng at risk behavio in the workplace In

2012 app oximately 54000 observations vvere made each

mont ano ibmissioris were reviewed daily oyees

encouraged te both safe and aftrisk behaviors and

audress the condition of enuinrinnt dod fx ijtics Acton

taken mrnedately to address issi es raised Simple tasas

crc addiessed throi gt scussion in
pre sh ft mcet ng and

riore comp ax issues are asSigned to cross functiona groups

that define and pursu tr best course of action In 2012

approximately 800 emp oyees aci cod phas affi iates

part cipated in Pcrformance Group PG meetings to revievt

satot/ observations lessons earned and scuss rrimtigating

isks assocatod with ary potential hazaids mproper

behaviors add fort employees part pated more than

16000 es in Emp oyee involve it Group HG meet.ngs

to discuss safety pa fora ice and deveiop action

plar address emo oyee obse vat ons

In 2012 dissem nating safety best practicm acrons

orgar isa on was iority As part of on stratcgic coos or 10

plan vve assigned dedicated Safety Represcn at mc

mines hose duties incf de manag ng at ens ps vu

tedemal ne Safety Hea to Administration MSHA and

state inspecto hand ing ctations engaging with Runnig

Bghtobsevton reuevvs anayzii gaid iusi Lfyit IoO
causes for acc dents and leading eactive miie ts These

Saety Rapresentatives colmaborate with one ate Ger to sham

best practices ac oss the organ satie Ii 2012 aco

irtroduced new ddi dashboard featur ng sinda safety

nd care that allow operat ens managers no have constant

arid consistent read the safety environment

at their nines and other facilit es

.d
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Beyond these upgrades rca ed to the ron-prosecu Jon

agreernont we excee rrd .equre ne ts tl oug the fotowing

safety enf cernerts

Insta 28 syster teat si ut of cont ruous rer

equip it if -firer we ring detecto ge too ose

to the machne We piocoss of 1staing tfus

systor or al cc uous rn eouprnent and

Reoui di ig or rep acng al emergency shelters iieet MSHA

2018 andards whic exceed our equiremer and gives

our she ters greater resilence against fre and other hazards

We vest extensive resou ces in rn ne rescue trai ng

equ pmert aid procedures Dore than 140 people serve

on 20 mine reset tea sis on call around the-clock in case

of emerge icy

The Mine Sa ety and Health Administration requires mi ie

rescue rriembers to .ran 96 hours annual and attend

two compet tions per yea all our teams far exceed these

requirements The tearis spend iours raining on proper

sa ety precautor tor enter ng haza dous mines mine map

araysis ventlation procedures and hazards and how to se

spec alized rnne rescue technologies such as gas layzers

fire suppression gear and breathi ig appa atuses

Mine escue teams at numoer of our aft ates iave bee

recognized botn regionaly and national for their hard vvork

and piofessionalis

Along wth these teams of mineis in 2012 Apha introduced

the first corns named COPY to be trained specifwly for

ur derground mine sea ci and rescue Gnny is Dutch

Shepherd woo can search for missirg trapped injured or

unresoonsive humans unstable co lditons or conf ned areas

In October Alpha affi ated mne rescue teams swept he top

spots in the overall experienced teams competit err at he

Nationwide ie Rescue Sk is Contest wnch is sponsored

by the West Virgr Mine Rescue Alliance Iv enty-three

teams participated in the co npettior Alpha-of lzted

teams took if first-place titles several categores

August in competidon agansc 42 teams Alpha

arfiliated .ea us took top honors at Southern West

\Jirgin Mine Rescue Assoc ations Mine Rescue rst

Aid Bench Pre-Sh ft Conrest and West rgin State

Championship held at the MSHA ci ne acade iiy in

Beckley WVa

Alphas atfi iates also tool too spots ri tpie ever

at seecn diffr rent comosuLons thoughout 2012

the total number of awards incluoed

1st places 14 drd aces 13

2nd paces lb Toptens 88
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Selenrum Water Treatment Systems WE are so cor muted

to reducng or arpacis asscc ated wL or operaoo is

ian spe nearly $3 rn on on sca and deve op

so to seler urn rem val orr mine vs ewats

no ormss of mor mu faceted approacn to

omply rew rnds ned neenijrn lrscharg in

control low to ooerat tows our efforts include no 1Ht U0

ands wt oh or io natu al iologrca pro ess to rer ovo

seer Where iere 101 Cr51 harg tow nyc face

icsgr ed act ye wa treatr lent pa ts A3 that uso

ep ar oxc and an nrcv rg bed nioroacto MEBA
LweJ bt ia sand crlf ra so ano tar cs

reduce md rrnove or run The MBBR too inn ogy sys Ems

vt cr have neve hoe app Cd to so en urn reductor at

Appa achian wal mCc bet rre are ta geod for pro uor icr

doors uchon 2013 2014

Hese8rch

We ecognice sound sc ertrfc ro earch hat oxawl en

natura resoc con safcy ar or vronrlientar iss Os is or a1

to stdg span ur hsrw nporC ons nan

oal nor ii OS he nc or en Alpha supporn ig

innovative researc projects wrh lot Only gu di our own

opera os ho cv so ye as eso roe to ohcr on

Cc one and nat rra eson CO sec

ARIES Alpha found ng suppor 01 the Apoalaci ar

Rse rod ntiat ye Ervdonrner ta Science AR ES

conso aor idepodcnt research avers cos

oh oss rg ho onvronn elM rloacts of te orcovery

War upnrH Jruuucuui iv gy oSu 005

Appalac LW by le Virgir Cer tor for Coal and Enorgy

Rosen at rg na Po ttechnic Institute and State Universty

rg Thob Co esoarot goal is to onsuro that mining

edcition to its concrib ition to the economy also suppor

healthy ecosystems ar oonrrnunities throughout the rep on

onl secoli yna of five year fl Tort ARIES

ran oaged div rae oup of early nO ro orgi

univst They cesdpat 10 OlV ro icr td to

rg 01 wa or rs cos rd dove ooirrg lovalrvi

ethods .0 do ti avoC or goat spa ts Ths ro
also explor rg or vrronmo lta ly ason Ole rur ro

methods of ri rg as cr el as bot Co ad erso

ii pa is of ri ng on oornr ity Itare

Powell River Project Establis lcd 1980 Po 3vcr

Prooot oondm rosca oh ao educatio pro0ra tlat

lhanoe coal and rostora on Wrti support nr Alp

the Powoll River Project Educator Cci tor cor lues to ii

oxpor rrsnts ard uond at rosearo morn han 30 arn at

its incepton This ac is host to natca aou or ron

raivos and fiold hasea oducatol proga in oc sod

ooa rr rnng and the enviro lrnont the to so sorv an

vauah resorrco to Coal sotoolt ache ard studo

2012 oha was 010 tha mary sponsors of ti Power

ir rn oct and ds esoaro nra Totr Disso vo SC Os DS

for nes aong wt5 ho potantal im000t DS 01

SteWirdS iI

req no rr one torn to ret nrc

or hotter oldO on ha be or was ii wd cc cc

too oo tts sLa da 14101 comes to rostor to

tate two ongod approac ut zr hot tra ft ona

restora Liar straregos as we as vrnatrve post nr

uses dogethe these approaci on onahre us ro rosto 01

repurponu mined orion ricer uu ruouI ourr ui or

onvronrrenta ods
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have beer applied to our water discharges

that iequire the installation of advanced treatment

systems or modifications to exisbrg systems We are

committee to deptoying the technology necessary to

meet our oblgations and improve our compliance ate

Our Environmental Performance Index IEPII is an nternal

progra that helps all operatons selUevaluate progress

and identity areas for improvement The EPI measures

compliance with regulat ons and other requirements water

monitor ng exceedances audit performance and other

indicators of environmental impact The EPI is designed to

engage each operaung unit in continuous improvement

and resu ts are reported quarterly to Alpha Board

In 2010 and 2011 we conducted an inventory of our

greer house gas emissions to help us accurately gauge

our carbon tootpnnt and to establish baseline for future

iver tories However due to the ongoing integration of the

recently acquired Massey operat ons and the organizational

changes in 2012 we elected to wait until the adjustments

were fully implemented before conducting the next

emissions inventory We remain committed to measurng and

reporting ou carbon footprint and to improving our energy

effciency Going forward we believe that updating the

inventory every three years will provide valuable nformation

and will be prudent use of the companys resources

Awards and Recognition

Last yea we were nationa ly recognized for numerous

awards including the following

National Association of State Land Reclamationists

NASLR National Reclamaton Award for OL worK

with the South Fork Surface Mine in Virgnia

2012 NASLR Community Outreach Award won oy

our Brooks Run Wes Busincss Unit

Dd you krow

As an industry emissions of sulfur coxide itro5e

oxdes and particulate matter fro ii coal fouler

electricity generation power plants have been red ccd

by almost 90 percent from 1970 to 2011 ACCC

2O12YEARINREVEW 31
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Did you know
Alpha offers 14month

University of Charleston Executive MBA Program

In 2012 five emoyees participating in this program visited

Chna where they observed Chinese business practices and

customs The trip broadened the students knowledge and

understanding of new market which Alpha can now benefit

from as sales to China are an area of potential growth

Employee Healtn and Welness

Th yedr Alpha ias updated ts hea care benefits to icc

oc so we ness mo even ion To help ercourage more

prevent vo ealt care fabits pha now offers fi idnc al

incentives cia ed to its emp oyee health bonerit program

Health assessments During enrollment emp oyees

we eligib me receive reduction them pre scum rates

ey pam pated in or metric screen np and pe sona

hea if assessme

Smoking cessation In 2012 employees were icentivized

to qu smok ng Tobacco isers pay ar additional oremiun

for lealthcaro Hov\ever through variety of programs

ered ay the company and our benefts prov ders

partc pans who ccesstully coir pete smoking

cessat or program ave th payment removed fro cm tt eir

mo iyi 5urarcep em urn

Th it the rs me Alpha has focused on we kbeing md

preve mOve care lrr 2006 we launched AlphaZore health

sc oen ng and wellness coachng program that incorporates

on.ne tools that meneficaries can use to take control of their

persor ci nealth goals

AphaZone Success

Greg Powers Director of Optimization Julian W.Va

hen Greg Powers wms not foe ing v.ell and vvas

experienc rig cf ronic fatgue decided to

explore AiphaZone on inc resources first phaZons

Persona Hea th Assessment PHAj surp ised cm

show ng ifestyle score of poor Greg Lne had

to make changes su he set tnree goals ose 40 poud
12 cmonths start if ng we ghts and beg valkirg

120 mnutes week To monitor his progress Grog

used the on inc tracker provided by AIph oZone After

nine months of regu ar exercise and earing right Gregs

AlphaZone lifestyle score was closm to exce icr He

also saw healrhcare cost savngs after hs doctor cut

his cholesterol medication in half tharks to heal

improvements Almost 40 pounds of weg loss later

Greg says AiphaZones onl no tools gave cm the freedom

to accomp sh his goals Having the convenience of an

online tool is good because can do th ngs on my on
time Greg sa would mt ike structured program

where had to wc.gh in or count poi its
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Human Services

Th ass st hose ess fortur ate in our corn Tiur ties we support

orqanzatiom and programs that improve the quality of life

for those in need with special focus on compassionate

healthuare unge re ie and emergency services

Feeding America Alpha has oeon lonstanding supporter of

Feeding Arne ca Southwest Virgin FASWVA Alphas support

includes volunteensrn food do nations and financial ass stance

Education

lo promote excellence educahon Alpha supports K-12

undergraduate graduate cent nuing education and techncal

orograms th an emphasis on energy educat on

Mountain Mission School Mountan Mission Sc wo is

fulhservice academic campus in Grundy Va for alrisk

youth The scnoo serves 250 K12 studen al of whom

resde on campus An Alpha grant elped fund constructon

of 400O0square foot buildng wth f2 classrooms two

comouter labs he library fitness corner and gymnas urn

Supporting the communities where we live and work

has been important to Alpha from the beginning Through

financial and volunteer contributions we participate in

efforts to address serious issues like access to

healthcare disaster recovery
and hunger relief

Michael Hubert Senior Vice President

Communications and Governmer Affairs

2012 YFAP is atvirw 3/
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ho dm eiopts of cot nina ar ooc sktl ano

eadershp no only do but bor ie do

Acad ys prog ama have been developed tab

ols in qf ir pact app oa to ea rg bui on ax core

ph cy ca ye mi dse ossAuncto colIaboraon

ustor fm ca tra ntng tructured an or larAt

mntor ng an coac no onthe jo ap cation

.3 ng Rigi Lesdersa Aca icr ocat nea our

fcc .1 Jutac W.Va and inc tde

SS nor soace or up 300 paopi

Ari1 ci bwr96000squaefeet imu od ne

scuattoor nd cond tons

/\ rtua teaitcy if eatc iderqrou cut

snou cc tor
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ma rune root boltc moo haul ruck
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