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PART 1
Item 1. BUSINESS
General

NACCO Industries, Inc. (“NACCO” or the “Company”) is the public holding company for The North American Coal
Corporation. The North American Coal Corporation and its affiliated companies (collectively, “NACoal”) operate
surface mines that supply coal primarily to power generation companies under long-term contracts, and provide other
value-added services to natural resource companies. In addition, its North American Mining ("NAM") business
maintains and operates draglines and other equipment under contracts with sellers of aggregates. NACoal’s
service-based business model aligns its operating goals with customers’ objectives.

Additional information relating to financial and operating data on a segment basis (including NACCO and Other) and
by geographic region is set forth under the heading “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” contained in Part II of this Form 10-K and in Note 15 to the Consolidated Financial Statements
contained in this Form 10-K.

NACCO was incorporated as a Delaware corporation in 1986 in connection with the formation of a holding company
structure for a predecessor corporation organized in 1913. As of December 31, 2017, the Company and its subsidiaries
had approximately 2,300 employees, including approximately 1,900 employees at the Company’s unconsolidated
mining operations.

The Company makes its annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K,
and any amendments to those reports available, free of charge, through its website, www.nacco.com, as soon as
reasonably practicable after such material is electronically filed with, or furnished to, the Securities and Exchange
Commission (“SEC”).

Significant Events

On September 29, 2017, the Company spun-off Hamilton Beach Brands Holding Company ("HBBHC"), a former
wholly owned subsidiary. As a result of the spin-off, NACCO stockholders received one share of HBBHC Class A
common stock and one share of HBBHC Class B common stock for each share of NACCO Class A or Class B
common stock owned on the record date for the spin-off. The financial position, results of operations and cash flows
of HBBHC are reflected as discontinued operations for all periods presented through the date of the spin-off.

On September 28, 2017, prior to the spin-off, HBBHC paid NACCO a one-time $35.0 million cash dividend. This
payment was in addition to $3.0 million in dividends HBBHC paid to NACCO from January 1, 2017 to June 30, 2017.
During 2017 and the fourth quarter of 2016, NACoal expanded its existing mining services by adding new customers
in Florida.

On June 28, 2017, Southern Company and its subsidiary, Mississippi Power, suspended operations involving the coal
gasifier portion of the Kemper County energy facility. Liberty Fuels Company, LLC ("Liberty"), an unconsolidated
mining operation, was the sole supplier of coal to fuel the gasifier under its contract with Mississippi Power. On
February 8, 2018, Mississippi Power instructed Liberty to permanently cease all mining and delivery of lignite and to
commence mine reclamation. The terms of the contract specify that Mississippi Power is responsible for all mine
closure costs. Under the contract, Liberty is specified as the contractor to complete final mine closure and will receive
compensation for these services. The customer’s decision to close the mine does not negatively impact NACCO’s
earnings outlook for Liberty during 2018, but it does unfavorably affect North American Coal’s long-term earnings
potential from this mine.

During 2015, Bisti Fuels Company, LLC ("Bisti"), a wholly owned subsidiary of NACoal, entered into a 15-year
contract mining agreement with Navajo Transitional Energy Company, LLC ("NTEC"). Under the agreement, Bisti
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became NTEC's contract miner at NTEC's Navajo Mine, a surface coal mine located within the Navajo Nation near
Fruitland, San Juan County, New Mexico on January 1, 2017.

Centennial Natural Resources, LLC ("Centennial") ceased active mining operations at the end of 2015. During 2016
and 2017, the Company's NACoal subsidiary recorded non-cash impairment charges of $17.4 million and $1.0
million, respectively. The carrying value of coal land and real estate and the assets held for sale were zero as of
December 31, 2017.
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North American Coal

General

NACoal operates surface mines that supply coal primarily to power generation companies under long-term contracts,
and provides other value-added services to natural resource companies. In addition, its NAM business maintains and
operates draglines and other equipment under contracts with sellers of aggregates.

Coal is surface mined from NACoal's mines in North Dakota, Texas, Mississippi, Louisiana and on the Navajo Nation

in New Mexico. NACoal has the following operating coal mining subsidiaries: Bisti, Caddo Creek Resources

Company, LLC (“Caddo Creek”), Camino Real Fuels, LLC (“Camino Real”), The Coteau Properties Company (“Coteau”),
Coyote Creek Mining Company, LLC (“Coyote Creek”), Demery Resources Company, LLC (“Demery”), The Falkirk
Mining Company (“Falkirk™), Mississippi Lignite Mining Company (“MLMC”) and The Sabine Mining Company
(“‘Sabine”). Liberty ceased all mining and delivery of lignite in 2017 and will commence mine reclamation in 2018.

Coteau, Coyote, Falkirk, MLMC and Sabine supply lignite coal for power generation. Bisti and Camino Real supply
sub-bituminous coal for power generation. Caddo Creek and Demery supply lignite coal for the production of
activated carbon. Each of these mines are mine-mouth operations that deliver their coal production to adjacent or
nearby power plants, synfuels plants or activated carbon processing facilities under long-term supply contracts. With
the exception of Camino Real, each mine is the exclusive supplier to its customers' facilities.

All of the operating coal mining subsidiaries other than MLMC are unconsolidated. The unconsolidated coal mining
subsidiaries were formed to develop, construct and/or operate surface coal mines under long-term contracts and are
capitalized primarily with debt financing provided by or supported by their respective customers, and without recourse
to NACCO and NACoal.

The contracts with the customers of the unconsolidated subsidiaries eliminate exposure to spot coal market price
fluctuations and are based on a "management fee" approach, whereby compensation includes reimbursement of all
operating costs, plus a fee based on the amount of coal or limerock delivered. The fees earned adjust over time in line
with various indices which reflect general U.S. inflation rates.

MLMLC is a consolidated entity because NACoal pays all operating costs and provides the capital for the mine.
MLMC sells coal to its customer at a contractually agreed upon price which adjusts monthly, primarily based on
changes in the level of established indices which reflect general U.S. inflation rates. MLMC's customer, KMRC RH,
LLC until April 30, 2016 and Choctaw Generation Limited Partnership, LLLP subsequent to April 30, 2016,
accounted for approximately 60%, 69% and 57% of NACoal's revenues for the years ended December 31, 2017, 2016
and 2015, respectively. Centennial, which ceased coal production at the end of 2015, is also a consolidated entity.

NAM provides value-added services for independently owned limerock quarries and is reimbursed by its customers
based on actual costs plus a management fee per unit of limerock delivered. The financial results for NAM are
included in the consolidated mining operations or unconsolidated mining operations based on each entity's structure.
NAM's largest customer, Cemex Construction Materials of Florida, LLC ("Cemex"), accounted for approximately
18% and 16% of NACoal's revenues for the year ended December 31, 2017 and 2016, respectively.

NACoal also provides coal handling, processing and drying services for a number of customers. For example, NoDak
Energy Services, LLC ("NoDak") operates and maintains a coal processing facility for a customer's power plant.
North American Coal Royalty Company provides surface and mineral acquisition and lease maintenance services
related to the Company's operations.
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NACoal's total coal reserves approximate 1.9 billion tons (including the unconsolidated coal mining subsidiaries),
with approximately 1.0 billion tons committed to customers pursuant to long-term contracts. At December 31, 2017,
NACoal's operating mines consisted both of mines where the reserves were acquired (whether in fee or through
leases) and developed by NACoal, as well as mines where reserves are owned or leased by the customers of the mines
and developed by NACoal.

2
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Sales, Marketing and Operations
The principal coal customers of NACoal are electric utilities, an independent power provider, producers of activated
carbon and a synfuels plant. The total coal severed by mine (in millions of tons) for the three years ended December
31 and the weighted average prices per ton delivered for the three years ended December 31 are as follows:

2017 2016 2015
Unconsolidated Mines

Coteau 14.7 14.1 14.3
Falkirk 7.2 7.2 8.0
Sabine 3.8 4.2 3.6
Bisti 3.7 — —
Camino Real 2.4 1.8 0.6
Coyote Creek 2.1 1.6

Other 0.8 0.6 0.6
Consolidated Mines

Mississippi Lignite Mining Company 2.4 2.8 3.0
Centennial Natural Resources — — 04
Total tons severed 37.1 32.3  30.5
Price per ton delivered $22.89 $22.14 $23.63

The contracts under which certain of the unconsolidated subsidiaries operate provide that, under certain conditions,
including default, the customer(s) involved may elect or be obligated to acquire the assets (subject to the liabilities) or
the capital stock of the NACoal mining subsidiary for an amount effectively equal to book value. NACoal does not
know of any conditions of default that currently exist.

Seasonality

NACoal has experienced limited variability in its results due to the effect of seasonality; however, variations in coal
demand can occur as a result of the timing of planned or unplanned outage days at NACoal's customers' facilities.
Variations in coal demand can also occur as a result of changes in market prices of competing fuels such as natural gas
and wind power and demand for electricity, which can fluctuate based on changes in weather patterns.

3
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The location, mine type, reserve data, coal quality characteristics, sales tonnage and contract expiration date for the

mines operated by NACoal were as follows:

COAL MINING OPERATIONS ON AN “AS RECEIVED” BASIS

Mine/Reserve

Unconsolidated Mines
Freedom Mine (c)-

The Coteau Properties
Company

Falkirk Mine (c)-

The Falkirk Mining
Company

South Hallsville No. 1
Mine (¢)-

The Sabine Mining
Company

Five Forks Mine (c)-
Demery Resources
Company, LLC
Marshall Mine (c¢)-
Caddo Creek Resources
Company, LLC

Eagle Pass Mine (c)-
Camino Real Fuels, LLC
Liberty Mine (c)(f)-
Liberty Fuels Company,
LLC

Coyote Creek Mine (c)-
Coyote Creek Mining
Company, LLC

Navajo Mine (c)- Bisti
Fuels Company
Consolidated Mines
Red Hills Mine-

Type of Mine

Surface Lignite

Surface Lignite

Surface Lignite

Surface Lignite

Surface Lignite

Surface
Sub-bituminous

Surface Lignite

Surface Lignite

Surface
Sub-bituminous

Mississippi Lignite Mining Surface Lignite

Company
Centennial Natural
Resources

Surface
Bituminous

2017 2016

Proven and Probable

Reserves (a)(b)

Committed Total

Under Uncommiieedl Committed

Contract Tons OwnedLeased and Tons Contract

DeliveRdserv&eserveb/ncomniiede 8 ires

(Millions of Tons) Milliot®) (%) E)l;/hlhons(Mllhons
Tons)

4522 — 4522 147 3 % 97 % 459.5 14.1 2022(d)

3743 — 3743 7.2 1 % 99 % 381.0 7.2 2045

(e) (e) (e) 3.6 (e) (e) (e) 42 2035

(e) (e) (e) 04 (e) (e) (e) 0.2 2030

(e) (e) (e) 02 (e) (e) (e) 02 2044

(e) (e) (e) 24 (e) (e) (e) 1.8 2018

(e) (e) (e) 04 (e) (e) (e) 0.3  2055(H)

74.9 — 74.9 22 0 % 100% 77.3 1.5 2040

(e (e) (e) 37 () (e (e) (g 2031

1089 1255 2344 24 33 % 67 % 2294 3.0 2032

— 51.4 51.4 — 30 % 70 % 57.7 — (h)

10



Total Developed
Undeveloped Mines
North Dakota

Texas

Eastern (1)

Mississippi

Total Undeveloped
Total
Developed/Undeveloped
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1,010.3 176.9

— 243.7
— 222.5
— 15.3

— 187.8
— 669.3

1,010.3 846.2

1,187.2 37.2

24377 —
2225 —
153 —
187.8 —
6693 —

1,856.5

100 %
100 %
100 %
100 %

1,204.9

243.7
222.5
28.7

187.8
682.7

1,887.6

325

11
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Average Coal Quality (As

received)
Average Average

. Type of  Coal Formation or Seam Sulfur Ash Moisture

Mine/Reserve Mine Coal Seam(s) ThicknesDepth BTUS/lt%%) (%) (%)
(Sfeet)
(feet)
Unconsolidated Mines
Freedom Mine (c)- Surface
The Coteau Properties [ . . Beulah-Zap Seam 18 130 6,700 090% 9 % 36 %
Lignite
Company
Falkirk Mine (c)- .
The Falkirk Mining ~ >uriace  Hagel A&B, Tavis 8 90 6200 0.62% 11% 38 %
Lignite  Creek Seams

Company
South Hallsville No. 1
Mine (¢)- Surface
The Sabine Mining Lignite © © © © © © ©
Company
Five Forks Mine (c)- Surface
Demery Resources Lienite (e) (e) (e) (e) (e) e) (o)
Company, LLC £
Marshall Mine (c)-
Caddo Creek Surface
Resources Company, Lignite © © © © © © ©
LLC
Eagle Pass Mine (c)- Surface
Camino Real Fuels, Sub-bitumi ]g%)us (e) (e) (e) (e) (e) (e)
LLC
Liberty Mine (c)(f)-
Liberty Fuels i‘llrfﬁf: () © @© @© @ @© @
Company, LLC £
Coyote Creek Mine
(c)- Surface
Coyote Creck Mining  Lignite Beulah-Zap Seam 10 95 6,900 098% 8 % 36 %
Company, LLC
Navajo Mine (c)- Bisti Surface
Fuels Company Sub—bitumilg%)us © © © © © ©
Consolidated Mines
Red Hills Mine- Surface
Mississippi Lignite . C,D,E, F, G, H Seams 3.6 150 5,200 0.60% 14 % 43 %

.. Lignite
Mining Company

. Black Creek, New Castle, Mary
Centennial Natural - Surface o “r e oon American, Nickel 175 178 13,226 2.00% 10% 4 %
Resources Bituminou
SPlate, Pratt Seams

Undeveloped Mines
North Dakota — Fort Union Formation 13 130 6,500 0.8 % 8 % 38 %
Texas — Wilcox Formation 5 120 6,800 1.0 % 16% 30 %
Eastern — Freeport & Kittanning Seams 4 400 1207033 % 12% 3 %

12
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Mississippi — Wilcox Formation 5 130 5,200 0.6 % 13% 44 %

Committed and uncommitted tons represent in-place estimates. The projected extraction loss is approximately 10%
(a)of the proven and probable reserves, except with respect to the Eastern Undeveloped Mines, in which case the
projected extraction loss is approximately 30% of the proven and probable reserves.
NACoal’s reserve estimates are generally based on the entire drill hole database for each reserve, which was used to
develop a geologic computer model using a 200 foot grid and inverse distance to the second power as an
(b)interpolator for all of NACoal's reserves, except for the reserves of Centennial where a 50 foot grid was used. As
such, all reserves are considered proven (measured) within NACoal’s reserve estimate. None of NACoal’s coal
reserves have been reviewed by independent experts.
The contracts for these mines require the customer to cover the cost of the ongoing replacement and upkeep of the
plant and equipment of the mine.
) Although the term of the existing coal sales agreement terminates in 2022, the term may be extended for three
additional periods of five years, or until 2037, at the option of Coteau.
(e) The reserves are owned and controlled by the customer and, therefore, have not been listed in the table.
During the second quarter of 2017, operations at Liberty were suspended. On February 8, 2018, Mississippi Power
(ﬂinstructed Liberty to permanently cease all mining and delivery of lignite and to commence mine reclamation.
(g) The contract for operation of this mine was executed during 2015, and no sales occurred during 2016.
(h)Centennial ceased active mining operations at the end of 2015.
The proven and probable reserves included in the table do not include coal that is leased to others. NACoal had
(1)99.1 million tons and 100.0 million tons in 2017 and 2016, respectively, of Eastern Undeveloped Mines with leased
coal committed under contract.

(©)

13
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Unconsolidated Mines

Freedom Mine — The Coteau Properties Company

The Freedom Mine generally produces between 13 million and 15 million tons of lignite coal annually. The mine
started delivering coal in 1983. All production from the mine is delivered to Dakota Coal Company, a wholly owned
subsidiary of Basin Electric Power Cooperative. Dakota Coal Company then sells the coal to the Great Plains Synfuels
Plant, Antelope Valley Station and Leland Olds Station, all of which are operated by affiliates of Basin Electric Power
Cooperative.

The Freedom Mine, operated by Coteau, is located approximately 90 miles northwest of Bismarck, North Dakota. The
main entrance to the Freedom Mine is accessed by means of a paved road and is located on County Road 15. Coteau
holds 270 leases granting the right to mine approximately 32,625 acres of coal interests and the right to utilize
approximately 22,993 acres of surface interests. In addition, Coteau owns in fee 32,441 acres of surface interests and
4,107 acres of coal interests. Substantially all of the leases held by Coteau were acquired in the early 1970s and have
been replaced with new leases or have lease terms for a period sufficient to meet Coteau’s contractual production
requirements.

The reserves are located in Mercer County, North Dakota, starting approximately two miles north of Beulah, North
Dakota. The center of the basin is located near the city of Williston, North Dakota, approximately 100 miles northwest
of the Freedom Mine. The economically mineable coal in the reserve occurs in the Sentinel Butte Formation, and is
overlain by the Coleharbor Formation. The Coleharbor Formation unconformably overlies the Sentinel Butte
Formation. It includes all of the unconsolidated sediments resulting from deposition during glacial and interglacial
periods. Lithologic types include gravel, sand, silt, clay and till. The modified glacial channels are in-filled with
gravels, sands, silts and clays overlain by till. The coarser gravel and sand beds are generally limited to near the
bottom of the channel fill. The general stratigraphic sequence in the upland portions of the reserve area consists of till,
silty sands and clayey silts.

Falkirk Mine — The Falkirk Mining Company

The Falkirk Mine generally produces between 7 million and 8 million tons of lignite coal annually primarily for the
Coal Creek Station, an electric power generating station owned by Great River Energy. The mine started delivering
coal in 1978. Commencing in the second half of 2014, Falkirk began delivering coal to Spiritwood Station, another
electric power generating station owned by Great River Energy. Annual deliveries to Spiritwood Station have
averaged between 300,000 and 500,000 tons.

The Falkirk Mine, operated by Falkirk, is located approximately 50 miles north of Bismarck, North Dakota on a paved
access road off U.S. Highway 83. Falkirk holds 293 leases granting the right to mine approximately 44,603 acres of
coal interests and the right to utilize approximately 24,471 acres of surface interests. In addition, Falkirk owns in fee
40,975 acres of surface interests and 1,270 acres of coal interests. Substantially all of the leases held by Falkirk were
acquired in the early 1970s with initial terms that have been further extended by the continuation of mining
operations.

The reserves are located in McLean County, North Dakota, from approximately nine miles northwest of the town of
Washburn, North Dakota to four miles north of the town of Underwood, North Dakota. Structurally, the area is
located on an intercratonic basin containing a thick sequence of sedimentary rocks. The economically mineable coals
in the reserve occur in the Sentinel Butte Formation and the Bullion Creek Formation and are unconformably overlain
by the Coleharbor Formation. The Sentinel Butte Formation conformably overlies the Bullion Creek Formation. The
general stratigraphic sequence in the upland portions of the reserve area (Sentinel Butte Formation) consists of till,
silty sands and clayey silts, main hagel lignite bed, silty clay, lower lignite of the hagel lignite interval and silty clays.
Beneath the Tavis Creek, there is a repeating sequence of silty to sand clays with generally thin lignite beds.

South Hallsville No. 1 Mine — The Sabine Mining Company

The South Hallsville No. 1 Mine generally produces between 3 million and 5 million tons of lignite coal annually
when Southwestern Electric Power Company’s Henry W. Pirkey Plant is operating at anticipated levels. The mine
started delivering coal in 1985.

15



Edgar Filing: NACCO INDUSTRIES INC - Form 10-K

The South Hallsville No. 1 Mine, operated by Sabine, is located approximately 150 miles east of Dallas, Texas on FM
968. The entrance to the mine is by means of a paved road. Sabine has no title, claim, lease or option to acquire any of
the reserves at the South Hallsville No. 1 Mine. Southwestern Electric Power Company controls all of the reserves
within the South Hallsville No. 1 Mine.

Five Forks Mine — Demery Resources Company, LLC

The Five Forks Mine, operated by Demery, is located approximately three miles north of Creston, Louisiana on State
Highway 153. Access to the Five Forks Mine is by means of a paved road. Demery commenced delivering coal to its
customer in 2012.

7
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Demery has no title, claim, lease or option to acquire any of the reserves at the Five Forks Mine. Demery's customer,
Five Forks Mining, LL.C, controls all of the reserves within the Five Forks Mine.

Marshall Mine — Caddo Creek Resources Company, LLC

The Marshall Mine, operated by Caddo Creek, commenced production in late 2014 and is located approximately ten
miles south of Marshall, Texas on FM-1186. Access to the Marshall Mine is by means of a paved road. Caddo Creek
has no title, claim, lease or option to acquire any of the reserves at the Marshall Mine. Marshall Mine, LLC controls
all of the reserves within the Marshall Mine.

Eagle Pass Mine — Camino Real Fuels, LLC

The Eagle Pass Mine, operated by Camino Real, began delivering coal in 2015 to Camino Real's customer, Dos
Republicas Coal Partnership. The Eagle Pass Mine produces between 1 million and 3 million tons of sub-bituminous
coal annually.

Eagle Pass Mine is located approximately six miles north of Eagle Pass, Texas on State Highway 1588. Access to the
Eagle Pass Mine is by means of a paved road. Camino Real has no title, claim, lease or option to acquire any of the
reserves at the Eagle Pass Mine. Dos Republicas Coal Partnership controls all of the reserves within the Eagle Pass
Mine.

Liberty Mine — Liberty Fuels Company, LL.C

On June 28, 2017, Southern Company and its subsidiary, Mississippi Power, suspended operations involving the coal
gasifier portion of the Kemper County energy facility. Liberty was the sole supplier of coal to fuel the gasifier under
its contract with Mississippi Power. On February 8, 2018, Mississippi Power instructed Liberty to permanently cease
all mining and delivery of lignite and to commence mine reclamation. The terms of the contract specify that
Mississippi Power is responsible for all mine closure costs. Under the contract, Liberty is specified as the contractor to
complete final mine closure and will receive compensation for these services.

The Liberty Mine is located approximately 20 miles north of Meridian, Mississippi off State Highway 493. Liberty
has no title, claim, lease or option to acquire any of the reserves at the Liberty Mine. Mississippi Power Company
controls all of the reserves within the Liberty Mine.

Coyote Creek Mine - Coyote Creek Mining Company, LL.C

In the second quarter of 2016, the Coyote Creek Mine began delivering coal to the Coyote Station owned by Otter Tail
Power Company, Northern Municipal Power Agency, Montana-Dakota Utilities Company and Northwestern
Corporation. The Coyote Creek Mine generally produces approximately 2.0 million to 2.5 million tons of lignite coal
annually when Coyote Station is operating at anticipated levels.

The Coyote Creek Mine is located approximately 70 miles northwest of Bismarck, North Dakota. The main entrance
to the Coyote Creek Mine is accessed by means of a four-mile paved road extending west off of State Highway 49.
Coyote Creek holds a sublease to 85 leases granting the right to mine approximately 7,809 acres of coal interests and
the right to utilize approximately 15,168 acres of surface interests. In addition, Coyote Creek Mine owns in fee 160
acres of surface interests and has four easements to conduct coal mining operations on approximately 352 acres.

The reserves are located in Mercer County, North Dakota, starting approximately six miles southwest of Beulah,
North Dakota. The center of the basin is located near the city of Williston, North Dakota, approximately 110 miles
northwest of the Coyote Creek Mine. The economically mineable coal in the reserve occurs in the Sentinel Butte
Formation, and is overlain by the Coleharbor Formation. The Coleharbor Formation unconformably overlies the
Sentinel Butte Formation. It includes all of the unconsolidated sediments resulting from deposition during glacial and

17



Edgar Filing: NACCO INDUSTRIES INC - Form 10-K

interglacial periods. Lithologic types include gravel, sand silt, clay and till. The modified glacial channels are in-filled
with gravels, sands, silts and clays overlain by till. The coarser gravel and sand beds are generally limited to near the
bottom of the channel fill. The general stratigraphic sequence in the upland portions of the reserve area consists of till,
silty sands and clayey silts.

Navajo Mine - Bisti Fuels Company, LLC

In January 2017, Bisti became the contract miner at Navajo Transitional Energy Company's existing mine and
anticipates making annual coal deliveries of between 5.0 million to 6.0 million tons when the Four Corners Generating
Station is operating at anticipated levels.

8
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The Navajo Mine, operated by Bisti, is located approximately 25 miles southwest of Farmington, New Mexico, off
Indian Service Road 3005, and is on the Navajo Nation. Access to the Navajo Mine is by means of a paved road. Bisti
has no title, claim, lease or option to acquire any of the reserves at Navajo Mine. The Navajo Nation controls all of the
reserves within the Navajo Mine.

Consolidated Mines

Red Hills Mine — Mississippi Lignite Mining Company

The Red Hills Mine started delivering coal in 2000. The Red Hills Mine generally produces approximately 2.5 million
to 4 million tons of lignite coal annually when its customer's Red Hills Power Plant is operating at anticipated levels.
The Red Hills Mine, operated by MLMC, is located approximately 120 miles northeast of Jackson, Mississippi. The
entrance to the mine is by means of a paved road located approximately one mile west of Highway 9. MLMC owns in
fee approximately 6,067 acres of surface interest and 3,546 acres of coal interests. MLMC holds leases granting the
right to mine approximately 6,765 acres of coal interests and the right to utilize approximately 6,208 acres of surface
interests. MLMC holds subleases under which it has the right to mine approximately 1,054 acres of coal interests. The
majority of the leases held by MLMC were originally acquired during the mid-1970s to the early 1980s with terms
extending 50 years, many of which can be further extended by the continuation of mining operations.

The lignite deposits of the Gulf Coast are found primarily in a narrow band of strata that outcrops/subcrops along the
margin of the Mississippi Embayment. The potentially exploitable tertiary lignites in Mississippi are found in the
Wilcox Group. The outcropping Wilcox is composed predominately of non-marine sediments deposited on a broad
flat plain.

Centennial Natural Resources

Centennial ceased active mining operations at the end of 2015. Centennial's mines are located about 12 miles east and
southeast of the city of Jasper in Walker County, Alabama, about 20 miles southeast of the city of Jasper in Jefferson
County, Alabama, and about 15 miles northwest of the City of Jasper in Winston County, Alabama. The main
entrances to the Walker County, Alabama mines are accessed by means of a half-mile graveled road extending south
off Sipsey Road and a half-mile graveled road extending west off Cordova Gorgas Road. The main entrance to the
Jefferson County, Alabama mine is accessed by means of a three-mile paved section of Porter Road extending south
off Snowville - Brent Road. The main entrance to the Winston County, Alabama mine is accessed by means of a
quarter-mile gravel road extending west off County Road 21. The reserves within the Centennial mines are controlled
by Centennial.

Centennial and its affiliate, North American Coal Royalty Company, own in fee approximately 5,648 acres of coal
interests and approximately 2,331 acres of surface interests in Alabama. Centennial holds leases in Alabama granting
the right to mine approximately 8,228 acres of coal interests and the right to utilize approximately 10,365 acres of
surface interests. The majority of the leases held by Centennial were originally acquired between 2000 and 2012 with
terms that can be extended by the continuation of mining and reclamation.

Structurally, the reserves for the Centennial mines are located within the Black Warrior Coal Basin. The strata that
underlies and outcrops in this region is of the Pottsville Formation of the Pennsylvanian Age. The Black Warrior
Basin is the southernmost of a series of Pennsylvanian basins of the Appalachian Plateau. The Pottsville Formation in
this area consists of thin to thick bedded sandstones, siltstones, shales, clays and coal seams. This sequence of clastic
sediments is representative of a deltaic depositional environment. Structurally, the Black Warrior Basin is formed by a
large gentle syncline that extends from north-central Mississippi in the west to north-central Alabama in the east. The
syncline is tilted southwestward with a regional dip of 30 to 200 feet per mile. Toward the interior of the Black
Warrior Basin, the regional southwest dip of Pottsville strata is modified by a series of three synclines and two
anticlines. Of these, the major structural areas are the Warrior and Coalburg synclines, and the Sequatchie anticline.
The fold axes are parallel to the Appalachian system in a northeast-southwest direction and plunge to the southwest
with the regional dip.
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North American Mining Operations
NAM maintains and operates draglines to mine limerock at the following quarries in Florida pursuant to mining
services agreements with the quarry owners:

Quarry Name Location Quarry Owner  Year NACoal Started Dragline Operations
White Rock Quarry — North Miami WRQ 1995
Krome Quarry Miami Cemex 2003
Alico Quarry Ft. Myers Cemex 2004
FEC Quarry Miami Cemex 2005
White Rock Quarry — South Miami WRQ 2005
SCL Quarry Miami Cemex 2006

Central State Aggregates Quarry Zephyrhills ~ McDonald Group 2016
Mid Coast Aggregates Quarry  Sumter County McDonald Group 2016
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