JAMES RIVER COAL COMPANY
901 E. BYRD STREET
SUITE 1600
RICHMOND, VIRGINIA 23219

June 19, 2007

To Our Shareholders:

On behalf of the Board of Directors and managemedames River Coal Company, | cordially
invite you to the Annual Meeting of Shareholders to be heltlgn19, 2007, at 11:30 a.m., local time, at
Kingsmill Resort & Spa, located at 1010 Kingsmill RoatMiliamsburg, Virginia.

At the Annual Meeting, shareholders will be asked to considd vote upon the re-election of
two current directors. Information about the nominees ifectbr and certain other matters is contained
in the accompanying Proxy Statement. A copy of our 2006 Annual Rep&hareholders, which
contains financial statements and other important irddion about our business, is also enclosed.

It is important that your shares of stock be represkat the meeting, regardless of the number of
shares you hold. We encourage you to specify your votingrerefes by marking and dating the
enclosed Proxy Card. If you wish to vote for electthg nominees for director specified herein,
however, all you need to do is sign and date the Proxy Card.

Regardless of whether you plan to attend the meetin@rsop, please complete the enclosed
Proxy Card and return it promptly in the enclosed envelopeote by using any other method described
on your Proxy Card. If you do attend and wish to vote ra@e you may revoke your proxy at that time.

I hope you are able to attend the meeting, and look forteaseeing you.

Sincerely,

PETERT. SOCHA
Chairman of the Board, President and
Chief Executive Officer



JAMES RIVER COAL COMPANY
901 E. BYRD STREET
SUITE 1600
RICHMOND, VIRGINIA 23219

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD JULY 19, 2007

To the Shareholders of James River Coal Company:

Notice is hereby given that the Annual Meeting of SharemldeJames River Coal Company
will be held at 11:30 a.m., local time, on Thursdayly 19, 2007, at Kingsmill Resort & Spa, located at
1010 Kingsmill Road in Williamsburg, Virginia, for the follavg purposes:

1. To elect two directors whose terms, if re-electedl, exipire in 2010; and

2. To consider such other matters as may properly come ebéf@ meeting and any
adjournment or postponement thereof.

Only holders of James River Coal Company’'s Common Stock cafrdeas of the close of
business on Wednesday, June 13, 2007 are entitled to vote at thal AMeeting. A Proxy Statement
and a Proxy Card solicited by the Board of Directorseactosed herewith. Please sign, date and return
the Proxy Card promptly in the enclosed business reply gyejetor vote using any other method that
may be described on your Proxy Card. If you attend theimgegtou may, if you wish, withdraw your
Proxy and vote in person.

BY ORDER OF THE BOARD OF DIRECTORS,

JAMES T. KETRON
June 19, 2007 Secretary

Whether or not you expect to be present at the Annual Megly, we urge you to fill in, date, sign,
and promptly return the enclosed Proxy Card in the enased business reply envelope, or vote using
any other method that may be described on your Proxy Card The proxy may be revoked at any
time prior to exercise, and if you are present at thénnual Meeting, you may, if you wish, revoke
your proxy at that time and exercise the right to vote your sares personally.
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JAMES RIVER COAL COMPANY
901 E. BYRD STREET
SUITE 1600
RICHMOND, VIRGINIA 23219

PROXY STATEMENT FOR ANNUAL MEETING OF
SHAREHOLDERS TO BE HELD JULY 19, 2007

INTRODUCTION

This Proxy Statement is furnished to shareholders mmesgion with the solicitation of proxies by the
Board of Directors of James River Coal Company (“JaRiesr” or the “Company”) for use at James River’s 2007
Annual Meeting of Shareholders (the “Annual Meetingf)be held on Thursday, July 19, 2007, including any
postponement, adjournment or adjournments thereof, for thpogrs set forth in the accompanying Notice of
Annual Meeting. Management intends to mail this Proxye8tant and the accompanying form of proxy to
shareholders on or about June 19, 2007.

Only shareholders of record at the close of busineskina 13, 2007 (the “Record Date”) are entitled to
notice of and to vote in person or by proxy at the Annuedtihg. As of the Record Date, there were 16,614,839
shares of common stock, $0.01 par value per share (thei@orBtock”), of James River outstanding and entitled
to vote at the Annual Meeting.

Proxies in the accompanying form duly executed and retuentte tmanagement of James River, and not
revoked, will be voted at the Annual Meeting. Any proxyegiypursuant to this solicitation may be revoked by the
shareholder at any time prior to the voting of the proxydblvery of a subsequently dated proxy, by written
notification to the Secretary of James River or byspeally withdrawing the proxy at the Annual Meetinglan
voting in person.

Proxies that are executed, but that do not contain anifispestructions, will be voted for the election of
the nominees for director specified herein. The perappsinted as proxies will vote in their discretion amy
other matter that may properly come before the Annuwedtiig or any postponement, adjournment or adjournments
thereof, including any vote to postpone or adjourn the aAhNieeting.

A copy of James River’'s Annual Report to Shareholdersshwinicludes a copy of the Annual Report on
Form 10-K for the year ended December 31, 2006, is beingshediherewith. Any record or beneficial
shareholder as of the Record Date may request a copyyoéxhibits to the Annual Report on Form 10-K, upon
payment of James River’s reasonable expenses in furnigtarexhibits, by submitting a written request to:

James River Coal Company
901 E. Byrd Street, Suite 1600
Richmond, Virginia 23219

Attn.: Secretary

If the person requesting exhibits was not a shareholdezcofd on the Record Date, the request must
include a representation that the person was a benafwrar of Common Stock on that date.



VOTING PROCEDURES

The Board of Directors has designated Peter T. Soch&amadiel M. Hopkins, I, and each or either of
them, as proxies to vote the shares of Common Stoatitedl on its behalf. If the enclosed form of prosy i
executed and returned, it may nevertheless be revoked atrenpefore it has been exercised by: (i) giving written
notice to the secretary of the Company; (ii) delivefya later dated proxy; or (iii) attending the Annual Ntegt
notifying the secretary of the Company or his delegatkvating in person. The shares represented by the proxy
will be voted in accordance with the directions giveresslthe proxy is mutilated or otherwise received in such
form as to render it illegible. If sufficient votes favor of the election of directors are not receibbgdhe date of
the Annual Meeting, the persons named as proxies may propes® more adjournments of the Annual Meeting to
permit further solicitation of proxies.

Each outstanding share of Common Stock is entitled¢osote. A majority of shares entitled to vote and
represented in person or by proxy at a meeting of theelsblalers constitutes a quorum for the purpose of
transacting business at the Annual Meeting. Abstestaod “broker non-votes” will be included in determining
whether a quorum is present at the Annual Meeting. Brokervotes are proxies received from brokers or other
nominees holding shares on behalf of their clients whe et received specific voting instructions from their
clients with respect to certain non-routine mattefihe required vote for each item of business at theuahn
Meeting, in each case assuming the presence of a quisramfollows:

» For Proposal One, the re-election of two directortsose terms will end in 2010, the nominee for
each vacancy receiving the greatest number of votéseaAnnual Meeting shall be deemed elected
to serve such term, even though such nominee mayoeive a majority of the votes cast. Because
directors are elected by plurality vote, abstentions aokkEbmon-votes will have no effect on voting
for this item.

» For any other business at the Annual Meeting, if moreeshare voted in favor of the matter than
against it, the matter shall be approved, unless tleeof@ greater number is required by law.

Shareholders should specify their choices on the esttiflgsm of proxy. If no specific instructions are
given with respect to the matters to be acted uporshaes represented by a signed proxy will be voted “FO&R” th
election of all nominees and “FOR” approval of eatthe other proposals.

If your shares of Common Stock are held by a brokerk loa other nomined.é., in “street name”), you
will receive instructions from your nominee, whichuymust follow in order to have your shares voted—the
instructions may appear on the special proxy card provalgdu by your nominee (also called a “voting instruction
form”). Your nominee may offer you different methodsvofing, such as by telephone or Internet. If you do hold
your shares in “street name” and plan on attending the Arieating, you should request a proxy from your
broker or other nominee holding your shares in record ramgur behalf in order to attend the Annual Meeting
and vote at that time (your broker may refer to it ds@al” proxy).



The Board is divided into three classes of directongregistaggered three-year terms. Due to a director’s
resignation in October 2006 and the Board’s decision taedeerthe size of the Board from seven to six directors

PROPOSAL ONE:

ELECTION OF DIRECTORS

after such resignation, the three classes of the Boangloalonger as nearly equal in number as possible, aseequi
by the Company’s Articles of Incorporation and Section -B38 of the Virginia Stock Corporation Act. Due to

other business commitments, W. Douglas Blackburn, Jrde&cbn June 13, 2007 to not seek nomination to a new

three year term as a director of the Company. ThedBbas not decided at this time whether to replace Mr.

Blackburn. Upon the election of the two nominees tedhrear terms expiring in 2010, the three classes of

directors will be as nearly equal in number as possibe Board will consider nominating one or more individual
to serve a term that will maintain such balance betwthe classification of directors. The Board has natath
Messrs. Kujawa and Socha to serve the two three-yeas that will expire in 2010, and both Messrs. Kujawa and
Socha have indicated that they will serve if electédiny nominee is no longer able or willing to sertes proxy
may be voted for the election of such other person gdmaesignated by the Board of Directors.

The following information as of June 13, 2007 has been fumhiblgethe nominees for director and the
continuing directors. Except as otherwise indicatedntiminees and the continuing directors have been ag wer
engaged in their present or last principal employmerhédrsame or a similar position, for more than fivergea

Nominees for Director at the Annual Meeting and Whose TerniEilte in 2010 if Elected

Name (Age)

Leonard J. Kujawa (74)

Peter T. Socha (48)

Information About the Nominee

Mr. Kujawa has been a Director since May 2004. Mr. Kajgweviously
served as a partner at Arthur Andersen & Co. from 1965 to 189Ben he
retired in 1995, he had worldwide management responsibditysérvices to
audit clients in the utility, energy and telecommunicatieglsls. Over the past
eleven years, Mr. Kujawa has participated extensivelthenrestructuring and
privatization of energy companies around the world. HRlijawa was a Senior
Advisor to Cambridge Energy Research Associates, leddgig program for
Chief Financial Officers and Chief Risk Officers. NAujawa currently serves
as a utility industry financial consultant in Asia. &eo serves on the Board of
Directors of Schweitzer—-Mauduit International, Inc. a@hina Tobacco
Mauduit (Jiangmen) Paper Industry Company. Mr. KujawashBSB.A. (with
distinction) and a M.B.A. from the University of Migdan. Mr. Kujawa is a
Certified Public Accountant, and has been designated bydael Bf Directors
as an audit committee financial expert.

Mr. Socha serves as our Chairman, Chief Executive @faad President. He
joined the Company in March 2003. From November 1999 thr&epitember
2005, he served as an officer or a director, or boti\aifonal Vision, Inc.
(“NVI").  From May 2002 until September 2005, Mr. Socha senad
Chairman of the Board of Directors for NVI. Mr. Sachas a B.S. degree in
Mineral Engineering and a M.A. degree in Corporate Kiaamboth from the
University of Alabama.



Directors Whose Terms Expire in 2008

Name (Age

Alan F. Crown (59)

Ronald J. FlorJancic (57)

Information About the Continuing Directors

Mr. Crown has been a Director since May 2004. He hasdesince April
2007 as an Operating Partner at Comvest Investment Group. Cidwn
previously served from January 2004 to April 2007 as PresidentChief
Operating Officer of Transload America, LLC, a waste agelcompany. Prior

to that time Mr. Crown was employed by CSX Transportat@gomajor eastern
railroad, from 1966 until he retired in September 20030mFL999-2003, he
served as Vice President-Central Region (1999-2000), Senige Vi
President-Transportation (2000-2002), and Executive Vice Présiden
(2002-2003). Mr. Crown attended the University of Baltimore.

Mr. FlorJancic has been a Director since August 2006. sHeRrincipal and
Partner at Customer Care Specialists, Inc., a managemesulting firm. Mr.
FlorJancic has been a consultant to the coal, coaltettiane, energy and
telecommunications industries since 2003. Prior to that,AldrJancic spent
30 years with CONSOL Energy Inc. in various positionemérations, safety,
coal trading, transportation and distribution, and sates marketing. He was
chief mergers and acquisitions head and an active prinaip&ONSOL
Energy's IPO. Mr. FlorJancic retired from CONSOLeHy in 2003 as
Executive Vice President. Mr. FlorJancic earned his BirSBusiness (1972)
and his M.B.A. (1974) from Indiana University. Mr. Flantic attended the
Executive Management Program at Emory University.

Directors Whose Terms Expire in 2009

Name (Age

Joseph H. Vipperman (66)

Information About the Continuing Directors

Mr. Vipperman has been a Director since June 2005. Nhperman retired in
2002 after more than 40 years with American Electric PQ&&P) and its

subsidiary companies. When he retired, Mr. Vipperman s&sing as
Executive Vice President—-Shared Services for Americaactit Power

Services Corporation. He has also served as Chaiohaoth the Virginia

Center for Energy and Economic Development and the RoaRekgonal

Chamber of Commerce, on the Advisory Board of NorfolkutBern

Corporation, and as a Director of the Virginia Coaugml, Shenandoah Life
Insurance Company and Roanoke Electric Steel. Mr. Vipae earned a
bachelor's degree in Electrical Engineering from ViiRolytechnic Institute
and a master's degree in Industrial Management from Bfassetts Institute of
Technology.



Current Director Whose Term Will Expire at the Annual Meeting

Name (Age) Information About the Nominee

W. Douglas Blackburn, Jr. (56) Mr. Blackburn has been a Director since August 2006. Hédéas an energy
industry consultant for the last five years at BLACKRELLC, an energy
industry consulting firm, which he founded. Prior to foungdi
BLACKACRELLC, he was the Senior Vice President, Ogderst of the
publicly traded Zeigler Coal Holding Company from 1994-1998. r Roidhat
he held a similar position with Mapco Coal Inc. from 1:99892. From 1986
until 1989 he attended Harvard Law School, where he earndd. alehyree.
Prior to that Mr. Blackburn managed several subsidiarieh@fAT Massey
Coal Company from 1978 until 1990. Mr. Blackburn earned eEB\MB.degree
in Mining Engineering from the West Virginia Universitytaol of Mines in
1973 and a M.B.A. degree from the West Virginia College @fdB@ate Studies
School of Business in 1978. Due to other business commi$mé/r.
Blackburn has decided to not seek nomination to a new ye@eterm as a
director of the Company.

At the Annual Meeting, two individuals will be electelserve as a director of the Company for a term
scheduled to end in conjunction with the 2010 annual meetisgavEholders or until his or her successor is duly
elected and qualified. The nominees have consented tmiped herein and to serve as directors, if elected.
However, if any nominee becomes unavailable for @egtit is the intention of the persons named in the
accompanying form of proxy to vote the shares for tleetiein of such other person as may be designated by the
Board of Directors, if any.

Proxies cannot be voted for a greater number of perbanstie number of nominees named above. It is
the intention of the persons named in the accompanying dbproxy, absent contrary instructions thereon ate v
such proxy for the election to the Board of Directfrthe individuals nominated.

THE BOARD OF DIRECTORS OF THE COMPANY RECOMMENDS A VOTE “FOR” THE
ELECTION OF THE ABOVE NOMINEES. PROXIES SOLICITED BY THE BOARD WILL BE SO
VOTED UNLESS SHAREHOLDERS SPECIFY A CONTRARY CHOICE IN THEIR PROXIES.



BOARD MATTERS

The Company’s Articles of Incorporation provide thiet Board of Directors shall consist of not less than
three nor more than 15 directors, with the exact nurbéierg set from time to time by the Company’s Bylaws.
fiscal 2005, the Board consisted of five directors, onaviedbm was an employee of the Company. Effective
July 7, 2006, James F. Wilson resigned from the Board Alust 22, 2006, the Board of Directors amended the
Company’'s Bylaws to increase the size of the boawh five to seven directors, and simultaneously elected W.
Douglas Blackburn, Jr., Ronald J. FlorJancic and MattGeWdfarb to fill the newly created and recently vacat
directorships. Effective October 16, 2006, Matthew Goldfasigned from the Board. On November 3, 2006, the
Board amended the Company's Bylaws to decrease thefsize board from seven to six directors. As desdrib
above under “Proposal One: Election of Directors”, Blackburn’s term will expire at the 2007 Annual Meeting.
The Board has not decided at this time whether to replac Blackburn.

Board Independence

The Board has determined that a majority of the mentfetise Board of Directors are independent, as
“independent” is defined under applicable federal securigess and the Nasdagq Marketplace Rules. The
independent directors are directors Blackburn, CrownJ&hzic, Kujawa and Vipperman.

Meetings and Committees of the Board

The Board of Directors meets on a regular basis taeigpereview and direct James River’s business and
affairs. During fiscal 2006, the Board of Directors Hargé committees to which it assigned certain respiitis#
in connection with the governance and management affégs: an Audit Committee, a Compensation Committee
and a Governance Committee. Each committee opamaties a written charter adopted by the Board. During the
2006 fiscal year, the Board held 22 meetings. During the 2064 fyear, each of the directors attended at least
75% of (i) the Board meetings held during the period for whiieh was a director, and (ii) the meetings of
committees on which he served during the periods thadrieeds

The composition of these committees for fiscal 2008 asfollows:

Name of Director Audit Compensation Governance

Non-Employee Directors

W. Douglas Blackburn, Jr. X (1)

Alan F. Crown X (1) X X*

Ronald J. FlorJancic (2) X

Matthew Goldfarb (3) X

Leonard J. Kujawa X* X

Joseph H. Vipperman X X* X

James F. Wilson (4) X X
Employee Director

Peter T. Socha

*  Denotes Chairman.

(1) Mr. Crown served on the Audit Committee until Septen28e2006, when Mr. Blackburn joined the Audit Committee.
(2) Mr. FlorJancic joined the Compensation Committee qieBaber 26, 2006.

(3) Mr. Goldfarb joined the Governance Committee on Septe@®e2006 and resigned from the Board effective October 16,
2006.

(4) Mr. Wilson resigned from the Board effective JulR@06.

Audit Committee. The primary function of the Audit Committee is to asthe Board of Directors in
fulfilling its financial and other oversight responsilidg. A copy of the Audit Committee Charter is avaisd the
Company’s internet site (http://ir.jamesrivercoal.égavernance/charters.cfm#audit) and is attached as Appendix A
to this Proxy Statement. The Audit Committee’s dutresponsibilities and activities include reviewing James
River’'s financial statements, reports and other firenaaformation, overseeing the annual audit and the
independent auditors, and reviewing the integrity of JaRiesr’s financial reporting process and the quality and
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appropriateness of its accounting principles. The Audih@ittee held 8 meetings during fiscal 2006. The Report
of the Audit Committee is included herein beginning at page 25.

The Board has determined that Mr. Kujawa satisfiesdldit committee financial expert” criteria adopted
by the SEC under Section 407 of the Sarbanes-Oxley A20@2 and serves as the Audit Committee Chairman.
The members of the Audit Committee are all independentraaed the financial literacy requirements of the Nasdaq
listing standards.

Compensation CommitteeThe Compensation Committee assists the Board of ©One fulfilling its
oversight responsibilities with respect to executivengensation, and also administers the James River Coal
Company 2004 Equity Incentive Plan. A copy of the Compmmsaommittee Charter is available at the
Company'’s internet site (http://ir.jamesrivercoal.égavernance/charters.cfm#compensation). The Compensatio
Committee held 6 meetings during fiscal 2006. The Boarddetsrmined that all of the members of the
Compensation Committee are “independent” under the Ndgdag standards. The Compensation Committee
Report is included herein beginning at page 14.

Governance Committee.The Governance Committee assists the Board of Onedn fulfilling its
responsibilities with respect to: (1) Board and commitheembership, organization and function; (2) director
qualifications and performance; and (3) corporate governadceopy of the Governance Committee Charter is
available at the Company’s internet site (httpj#imesrivercoal.com/governance/charters.cfm#governanthe
Board has determined that all of the members of thee@ance Committee are independent under the Nasdaq
listing standards. The Governance Committee held Smgeeduring fiscal 2006.

Board members are encouraged to attend the CompanyisaAllieeting of Shareholders. All directors at
the time attended the Company’s 2006 annual meeting céhsbiders.

Director Nominations

Nominations Process The Governance Committee is responsible for corisgleand making
recommendations to the Board concerning nomineegdontmend to the shareholders in connection with the
Company’'s annual meeting of shareholders, and nomineegppomintments to fill any vacancy on the Board. To
fulfill these responsibilities, the Governance Commitperiodically considers and makes recommendationsto th
Board regarding what experience, talents, skills andr atharacteristics the Board as a whole should poseess i
order to maintain its effectiveness. In determining wéretb nominate an incumbent director for re-electtbe,
Board and the Governance Committee evaluate each b@rits continued service in light of the Board’s odilee
requirements at the time such director’s Class comesr up-&ection.

When the need for a new director arises (whethexusecof a newly created Board seat or vacancy), the
Governance Committee proceeds by whatever means it deepnepriate to identify a qualified candidate or
candidates, including by engaging director search firmse Géwvernance Committee reviews the qualifications of
each candidate. Final candidates are generally inteedieoy one or more Board members. The Governance
Committee then makes a recommendation to the Board lmmséd review, the results of interviews with the
candidate and all other available informatidihe Board makes the final decision on whether toén¥ie candidate
to join the Board.

Director Qualifications. The Governance Committee is responsible for considerimd) making
recommendations to the Board concerning criterighferselection of qualified directors. At a minimum edtors
should have high moral character and personal integrity, dgrated accomplishment in his or her field, the ability
to devote sufficient time to carry out the duties of reatpr, and be at least 21 years of age. In additioheset
minimum qualifications for candidates, in evaluating cdat#is the Board and the Committee may consider all
information relevant in their business judgment to thesgéet of whether to nominate a particular candidateafor
particular Board seat, taking into account the then-cug@miposition of the Board. These factors may inclade:
candidate’s professional and educational background, repytatdustry knowledge and business experience, and
the relevance of those characteristics to the Coynpad the Board; whether the candidate will complenoent
contribute to the mix of talents, skills and othbamcteristics needed to maintain the Board's effeats®nthe
candidate’s ability to fulfill the responsibilities afdirector and of a member of one or more of the®satanding
committees; whether the candidate is independent; and evhibth candidate is financially literate or a finahci
expert.



Shareholder Nominations.Nominations of individuals for election to the Board aaty meeting of
shareholders at which directors are to be electedbmayade by any James River shareholder entitled to vote for
the election of directors at that meeting by complyintipwhe procedures set forth in Section 2.3 of the Copipan
Bylaws. Section 2.3 generally requires that sharehokidsmit nominations by written notice to the Corporate
Secretary of the Company setting forth certain prestriibdormation about the nominee and nominating
shareholder. That section also requires that the néionnbe submitted at a prescribed time in advance of the
meeting, as described below in “Shareholder Proposal®@& Annual Meeting.”

The Governance Committee may consider recommenditigetBoard that it include in the Board’s slate
of director nominees for a shareholders’ meeting a neensubmitted to the Company by a shareholder who has
beneficially owned more than 5% of the Company's autlitg Common Stock for more than two years at the time
of the shareholder's submission of a nominee. In datethe Committee to consider such nominees, the
nominating shareholder should submit the information atftmihominee and nominating shareholder described in
Section 2.3 of the Bylaws to the Corporate SecretiattyeaCompany’s principal executive offices at least 13@ da
before the annual meeting of shareholders. The ndéiminahareholder should expressly indicate that such
shareholder desires that the Board and the Committestdew such shareholder’'s nominee for inclusion with th
Board’s slate of nominees for the meeting. The nating shareholder should submit information demonstrating
that the shareholder has beneficially owned over 5%hefCompany's outstanding Common Stock for over two
years. The nominating shareholder and shareholder'sneenshould undertake to provide, or consent to the
Company obtaining, all other information the Board amdGovernance Committee request in connection with their
evaluation of the nominee.

The shareholder’s nominee must satisfy the minimwalifications for director described above. In
addition, in evaluating shareholder nominees for inclusitth the Board’s slate of nominees, the Board and
Committee may consider all relevant information, udahg: the factors described above; whether there anéllor
be any vacancies on the Board; the size of themating shareholder’s holdings in the Company and theHesfgt
time such shareholder has owned such holdings; whétberominee is independent of the nominating shareholder
and able to represent the interests of the Companysasldateholders as a whole; and the interests and/oliontent
of the nominating shareholder.

Communicating with the Board

The Board has established a procedure by which sharehatdsr send communications to the Board.
Shareholders desiring to communicate directly with ther®a@@an leave a confidential voice mail message at
(866) 276-3753, which is a dedicated telephone number for thel Bor can send communications to the Board by
e-mail at jrcc@openboard.info or by regular mail setheooCompany’s headquarters listed on the first pagei®f t
Proxy Statement directed to the attention of the Claairof the Board. An independent director will review the
communication and respond accordingly.

Code of Ethics

The Board has adopted a Code of Ethics applicable @hief Executive and Senior Financial Officers.
The Code is available http://ir.jamesrivercoal.com/governance/ethics.cfm



MANAGEMENT
Executive Officers

The following table sets forth the names, ages and positibour executive officers as of June 13, 2007:

Name Age Position
Peter T. Socha 48 Chairman, President and Chief ExecutieeiOff
Coy K. Lane, Jr. 46 Senior Vice President and Chief Operaxficer
Michael E. Weber 53 Senior Vice President and Chief Comah&fficer
Samuel M. Hopkins, Il 50 Vice President and Chief Accountiffip€

Biographical information relating to the executiveadfs is set forth below:

Peter T. SochaMr. Socha serves as our Chairman, Chief Executive €fiad President. He joined the
Company in March 2003. From November 1999 through September [29@8rved as an officer or a director, or
both, of National Vision, Inc. (“NVI”). From May 2002 unfileptember 2005, Mr. Socha served as Chairman of the
Board of Directors for NVI. Mr. Socha has a B.S. @egin Mineral Engineering and a M.A. degree in Corporate
Finance, both from the University of Alabama.

Coy K. Lane, Jr.Mr. Lane is our Senior Vice President and Chief OpegaOfficer. He joined the
Company in January 2005. Before joining the Company,Lisine served as Senior Vice President of Operations
for International Coal Group, Inc., following that companacquisition in September 2004 of the core assets of
Horizon Natural Resources Company. Mr. Lane had dervezarious positions for Horizon and its predecessor
companies since 1993. Mr. Lane holds a B.S. degree im@/iEngineering from Virginia Polytechnic Institute.

Michael E. WeberMr. Weber is our Senior Vice President and Chief Cential Officer. He joined the
Company in September 2006. Before joining the CompanyWher was a sales and marketing consultant to the
energy industry at MJB Enterprises, LLC, a consultimg,fwhich he owns, beginning in 2005. Prior to founding
MJB Enterprises, LLC, Mr. Weber served in severaltjprs with Progress Fuels Corporation and its predecesso
companies from 1990 to 2005. His most recent position witgr&se Fuels Corporation was as Director — Coal
Sales. Prior to joining Progress Fuels Corporation,Wkber was Regional Sales Manager with Enoxy/AGIP Coal
Sales, Inc. from 1984 to 1990, was Regional Sales Manageindustrial Fuels Corporation from 1980 to 1984,
and was Sales Representative with New River Fuel Comfpamy1979 to 1980. Mr. Weber earned a B.S. degree
in Business Administration from The Ohio State Uniugrsi

Samuel M. Hopkins, 1IMr. Hopkins is our Vice President and Chief Accountirficér. He joined the
Company in September 2003. Mr. Hopkins served as VicedergsiTreasurer and Controller from 1997 to 2001
and as Vice President and Controller from 2001 to June 2062 dgress Fuels Corporation, a coal-mining, natural
gas producer, rail reconditioning/manufacturing subsidiaryPrafgress Energy. He served as an independent
financial consultant from July 2002 through September 2003.Hbpkins holds a B.A. degree in Accounting from
the University of Alabama and is a Certified Publicéentant.



PRINCIPAL SHAREHOLDERS AND SECURITIES
OWNERSHIP OF MANAGEMENT

The following table shows the beneficial ownershipfdune 1, 2007, or such other date as is indicated
below, of: (i) each director and nominee for directd,tie Named Executive Officers, as defined below in the
section of this proxy statement entitled “CompensatibiExecutive Officers and Directors”, (iii) those person
known to the Company to be beneficial owners of nthes 5% of its outstanding Common Stock, and (iv) all
directors and executive officers as a group. Unless witeerindicated, each of the shareholders listed below
exercises sole voting and dispositive power over theshar

Name Number (1) % (2)
SouthernSun Asset Management, Inc (3) 1,867,529 11.24 %
Steelhead Partners LLC (4) 1,620,464 9.75%
LaGrange Capital Administration, L.L.C. (5) 1,514,796 9.12 %
Millenco, L.L.C. (6) 1,507,877 9.08 %
Pequot Capital Management, Inc. (7) 1,104,800 6.65%
Peter T. Socha (8) 252,144 1.51%
Coy K. Lane, Jr. (9) 81,749 *
Samuel M. Hopkins Il (10) 53,758 *
Michael E. Weber (11) 25,000 *
Alan F. Crown (12) 23,083 *
Leonard J. Kujawa (13) 23,083 *
Joseph H. Vipperman (14) 15,084 *
W. Douglas Blackburn, Jr. (15) 7,859 *
Ronald J. FlorJancic (16) 5,709 *
Executive Officers and Directors as a Group (9 persons) 487,469 291%

* Less than 1%

(1) This column lists all shares of common stock beredficiowned, including all restricted shares of com
stock, and all shares of common stock that can be acghireggh option exercises within 60 days of
date of this proxy statement.

(2) In calcdating the percentage owned, we assumed that any optiotiefpurchase of common stock that
exercisable by that shareholder within 60 days of the ddlésaeport are exercised by that shareholder
the underlying shares of common stock issuélf)e total number of shares outstanding used in calcu
the percentage owned assumes a base of 16,614,839 shares ohcioukoutstanding as of June 13,200
and no exercise of options held by other shareholders.

(3) As of March 31, 2007, based on information in the Form H8kling Report filed on May 14, 2007The
business address of tSouthernSun Asset Management, Inc. is 6000 Poplar Avenue, Z(fMemphis
TN 38119.

(4) As of March 31, 2007, based on information in the Form H8kling Report filed on May 14, 2007The
business address of tSteelhead Partners LLC is 1301 First Avenue, Suite 201t|&5&8A 98101.

(5) As of March 31, 2007, based on information in the Fd&F Holding Report filed on May 15, 2007The
business address LaGrange Capital Administration, L.L.C. is 1270 Avenue of Anes, Suite 220aNew
York, NY 10020.

(6) As of April 23, 2007, based on information in the Schedulefil8®on May 1, 2007.The business addr¢
of Millenco, L.L.C. is 666 Fifth Avenue,"8Floor, New York, NY 10103.
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(7)
(8)
(9)
(10)
(11)
(12)
(13)
(14)
(15)

(16)

As of March 31, 2007, based on information in the Scleet®f Holding Report filed on May 15, 200The
business address Pequot Capital Management, Inc. is 500 Nyala Farm Roadpd/esCT 06880.
Includes 82,500 shares of unvested restricted stock and 90,00@sdpiat are exercisable within 60 day
the date of this proxy statement.

Includes 75,000 shares of unvested restricted stock.

Includes 27,500 shares of unvested restricted stock.

Includes 25,000 shares of unvested restricted stock.

Includes 2,583 shares of unvested restricted stock and 1&)888s that are exercisable within 60 day
the date of this proxy statement.

Includes 2,583 shares of unvested restricted stock and 1&)888s that are exercisable within 60 day
the date of this proxy statement.

Includes2,583 shares of unvested restricted stock and 8,334 optionsealexieacisable within 60 days of
date of this proxy statement.

Includes 2,000 shares of unvested restricted stock and 3,33dsoitat are exercisable within 60 days o
date of this proxy statement.

Includes 2,000 shares of unvested restricted stock and 3,33dsoitat are exercisable within 60 days o
date of this proxy statement.
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SECURITIES AUTHORIZED FOR ISSUANCE
UNDER EQUITY COMPENSATION PLANS

The following table sets forth aggregate informatian o December 31, 2006 about all Company
compensation plans, including individual compensationngements, under which our equity securities are

authorized for issuance. The weighted-average exercitgedwes not include restricted stock.

Number of Securities to

be Issued Upon Number of Securities
Exercise Weighted-Average = Remaining Available for
Plan Cat of Outstanding Exercise Price of Future Issuance Under
an tategory Options, Outstanding Options, Equity Compensation
Warrants and Rights Warrants and Rights Plans
Equity Compensation Plans
Approved by Shareholders 109,337 $15.33 507,912
Equity Compensation Plans Not
Approved by Shareholders 150,000 $10.80 N/A

All securities authorized for issuance under equity caorsgigon plans not approved by shareholders were
authorized for issuance pursuant to the Employment AgreenignMr. Socha, which was entered into before the
Company was listed on the Nasdaq Global Market. Seenf@énsation of Executive Officers and Directors -

Employment Contracts, Termination of Employment, Sexaand Change-in-Control Arrangements.”
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANC E

Section 16(a) of the Securities Exchange Act of 1934 and Huodoslire requirements of Item 405 of
Regulation S-K require the directors and executive offiotithe Company, and any persons holding more than
10% of any class of equity securities of the Companyeport their ownership of such equity securities and any
subsequent changes in that ownership to the SecuritieBxatange Commission and the Company. Based solely
on a review of the written statements and copies of seqmbrts furnished to the Company by its executive officers
and directors, the Company believes that during Ifi2086 all Section 16(a) filing requirements applicable go it
executive officers, directors and shareholders were compitbdwith the exception of the following:

Leonard J. Kujawa received a grant of restricted stmcl stock options on May 22, 2006, but
inadvertently did not file a Form 4 reporting the gramsl May 25, 2006. This Form 4 was not filed on a timely
basis.

Peter T. Socha, Coy K. Lane, Jr. and Samuel M. HopHissirtendered previously granted restricted
shares to the Company in satisfaction of tax withimgjdibligations on those vested shares of restrictexk €in
May 25, 2006, but inadvertently did not file Form 4s reportirgggtrrenders until June 9, 2006. These Form 4s
were not filed on a timely basis.

W. Douglas Blackburn, Jr., Ronald J. FlorJancic and Mattheldfarb received grants of restricted stock
and stock options on August 22, 2006, but inadvertently did edEdiim 4s reporting the grants until September 1,
2006. These Form 4s were not filed on a timely basis.

Coy K. Lane, Jr. surrendered previously granted redirist@res to the Company in satisfaction of tax
withholding obligations on those vested shares of réstristock on November 1, 2006, but inadvertently did not
file a Form 4 reporting the surrender until December 5, 2006s Form 4 was not filed on a timely basis.

RELATED PERSON TRANSACTIONS
Review, Approval or Ratification of Transactions with Related Persons

Pursuant to its written charter, the Audit Committédethe Board of Directors of the Company must
approve all transactions with related persons thateapgired to be disclosed under applicable securities rules.

Transactions with Related Persons

No transactions with related persons are required thisoiosed.
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COMPENSATION OF EXECUTIVE OFFICERS AND DIRECTORS
Compensation Committee Report

The Compensation Committee of the Company has resliewd discussed the Compensation Discussion
and Analysis with management and, based on such review iandsslons, the Compensation Committee
recommended to the Board of Directors that the Compensbiscussion and Analysis be included in this proxy
statement.

Alan F. Crown Joseph H. Vipperman, Ronald J. FlorJancic
Chairman

The foregoing Compensation Committee Report does not constituténgpheaterial and should not be
deemed filed or incorporated by reference into any other Company tilider the Securities Act of 1933 or the
Securities Exchange Act of 1934, except to the extent th@bthpany specifically requests that the information be
treated as soliciting material or specifically incorporates tRiport by reference therein.

COMPENSATION DISCUSSION AND ANALYSIS
Overview

This discussion and analysis addresses the matema¢rie of the Company's compensation program for
Named Executive Officers, including the Company's comgters objectives and overall philosophy, the
compensation process and the administration of the gmogft is intended to complement and enhance an
understanding of the compensation information presentethen“Summary Compensation Table” and other
accompanying tables.

As used in this report, the term “Named Executive Offteneans the Company's Chairman, President
and Chief Executive Officer; Senior Vice President and fDjgerating Officer; Senior Vice President and Chief
Commercial Officer; and Vice President and Chief Accountingc@&ff In this “Compensation Discussion and
Analysis” section, the terms “we,” “our,” “us” and tH€ommittee” refer to the Compensation Committeahaf
Company's Board of Directors.

Compensation Program Objectives, Administration and OverdlPhilosophy

The objectives of the Company's compensation progrartoeenhance the profitability and growth of the
Company, and thus shareholder value, by aligning executivparsation with the Company's business goals and
performance and by attracting, retaining and rewardinguéixecofficers who contribute to the long—term success
of the Company. The Company also seeks to provide a coatenprogram that is both competitive in the
marketplace and that is internally equitable based uporikkdf responsibility that the executive holds.

Decisions on compensation of the Company's execuffreers generally have been made by the
Committee, based upon the recommendation of the Chie€ufive Officer. The Committee operates under a
Charter that was approved by the Company's Board of tbisem 2004. None of the members of the Committee
has been an officer or employee of the Company, anBahed of Directors has considered and determined that a
of the members are independent as “independent” is defined Naddaq rules and otherwise meet the criteria set
forth in the Committee's Charter. In determining the corepion to be paid to the executive officers of the
Company, the Committee members rely upon their indaliknowledge of compensation paid to executives of
companies of comparable size and complexity. They alssider the performance of the Company and the merits
of the individual under consideration. The Committeesmers both financial measures as well as non financial
measures (e.g., safety record, individual goals, etadptermining the amount of each element of compensation to
be paid to the Named Executive Officers. The Commitgews the performance and makes recommendations to
the Board of Directors for approval of all compensatod benefits of the Chief Executive Officer. For other
Named Executive Officers, the Chief Executive Officerkesarecommendations that the Committee considers
before making a final determination.

The Committee employs a mix of long— and short-ternentiges in its compensation program. The
compensation program is designed to motivate and relwar@ampany's executive officers for their contributions
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to shareholder value and the achievement of businessopjactives, and to link company-wide, division and
individual performance goals.

Based upon certain provisions in its charter, the @ittee may, from time to time, engage compensation
consultants to assist in evaluating the Company's a@xecabmpensation plans. During 2006, the Committee
engaged Towers Perrin to conduct a comprehensive revitatabtompensation for select executive positiorts an
to provide high—level annual and long—term incentive progdasign recommendations. The base salary and annual
incentive portions of the study were completed in Deen#906. The long— term incentive portion of total
compensation is still under consideration by Towers iPand the Committee. Based upon the ultimate findings in
the study, we intend to implement a comprehensive cosapien plan for officers and key employees that wilete
our compensation objectives on a going forward basis.

Elements of Compensation

The compensation program includes the following key etém base salary, bonuses, equity incentives
and retirement benefits. Historically, the mix has bkeased on our general expectations and is set at awevel
believe will allow us to hire, motivate and retain lemgployees.

Base Salary

The first element of our compensation program i® lssdary. We set base salaries for our employees at
rates we believe are market rates based on our gempealesnce. The starting point for determining such salaries
generally will be the salary the executive officer reeg in the prior fiscal year. The Chief Executive Gdfiecnakes
recommendations to the Compensation Committee regatitingase salary for the Company's executive officers
based upon the profitability of the Company and thelle¥ responsibility, time with the Company, contriloati
and performance of the executive officer.

The Chief Executive Officer's compensation is goveraegely by his employment agreement with us.
The Company entered into an employment agreement wittsdtha on May 7, 2004. The employment agreement
provides for a base salary of $375,000 per year, subject t@laraview. The agreement provides that Mr. Socha
will serve as President and Chief Executive Officerhaf Company for an initial three—year term of employment.
The term may be extended by mutual agreement of the pamtiene—year increments, beginning on the first
anniversary of the agreement. The term of the agreewsnextended for an additional year in each of June 2005
and May 2006 so that the current term expires in May 2009.

Base salaries for the Company's other Named ExedDffigers are initially set with the approval of the
Committee at the agreed—upon level outlined in theerdétter from the Company at the time of their iorad) hire
and reviewed annually, and may be adjusted accordingly, bagbé guidelines outlined above. Base salaries are
targeted at the 50th percentile of comparable companied0rF as recommended by the Towers Perrin
comprehensive review of salary; however, most offieéthe Company, including the Chief Executive Officer, are
currently below that level.

Bonuses

Bonuses to executives are designed to reward meetingcgeygtations and the achievement of important
financial or operating performance goals. The performdactors selected for any particular officer vary delieg
on the officer's specific responsibilities within t8empany. Historically, awarded bonuses have been swaecti
We thus recognized the need to formalize the bonus plaently in place and intend to implement a bonus plan fo
2007 that targets key objectives for our executives, includmandial, operational and safety outcomes. At the
production level, we use bonuses to reward employees faevaohénts in certain key areas including safety and
production initiatives.

Mr. Socha's employment agreement, described above, stipthat he will participate in our annual bonus
program. Eligibility to receive bonuses for our other Ndr&ecutive Officers of up to 50% of their base salary is
provided for in the offer letters they received frdme Company at their initial hire date. While no bonusesew
paid to the Named Executive Officers in 2006, on April 1Q72Qve approved bonuses to the Named Executive
Officers in recognition of prior service and perform@anthe amounts of those bonuses are as follows: MhaSec
$150,000, Mr. Lane - $75,000, Mr. Hopkins — $43,000, and Mr. WeB&;000.

15



Equity Incentives

The Company uses grants of stock options and restrictedtstidskey employees and executive officers
to more closely align the interests of such emplogeesofficers with the interests of its shareholders. Mlieve
that this policy creates an incentive for our key emmeyand executive officers to maximize shareholder value,
primarily through growth and return on invested capiféle amount and nature of prior awards are generally
considered in determining any new equity incentive awardsxecutive officers, although other factors, such as the
need to retain experienced managers, are also consileré2D06 and prior years, annual restricted stock has been
issued to employees as determined by the Chief ExecutivieeOffom a pool of stock approved by the
Compensation Committee. For 2007 and beyond, it is intketinde restricted stock will be issued in accordance with
a long—term incentive plan currently under development.

Equity awards equivalent to 168,569 shares of the Company's costouk were awarded to employees
during the year ended December 31, 2006, including 25,000 tedtsitares of common stock, valued at $14.74 per
share, granted to Mr. Weber who joined the Company062A summary of grants awarded in 2006 to Named
Executive Officers and outstanding equity awards at DeaeB81e2006 is provided in the “Grants of Plan—Based
Awards Table” and “Outstanding Equity Awards at Fiscal YEad-Table” below.

With the exception of options issued to the Chief Execuiffecer before we emerged from bankruptcy in
2004, we have limited the type of equity grants made to etim@loyees primarily to restricted stock grants. We
believe that restricted stock grants provide less dilutiban options, are more easily understood by
non—-management employees and align local objectivesasitipany-wide objectives, allowing us to retain key
employees. At senior levels, we believe that thekstmdce is tied to operating results which drives stock
appreciation.

A summary of the options held by Mr. Socha is providetha “Outstanding Equity Awards at Fiscal
Year—End Table” listed below. No options were granted dmBid Executive Officers in 2006. Additionally, there
were there no outstanding options for any other NanxedEive Officers, except Mr. Socha, from previous years

Retirement Benefits

Our Central Appalachian (“CAPP”) region and corpordiece® employees participate in a traditional
defined benefit pension plan and an after-tax savings yplach are available to all eligible employees. The
pension plan is a non-contributory defined benefit planestitip the provisions of the Employee Retirement
Income Security Act of 1974 (“ERISA”) and covers substalytell regular, full-time employees of the Company
in the CAPP region and the corporate office. Employese®me participants in the plan on the first of the titmon
following one year of service. An employee must haveadtlfive years of service to be fully vested in the jpansi
plan. The number of years of credited service and thgeptevalue of accrued pension benefits for Named
Executive Officers are listed in the “Pension Benelitdble” below. Changes in the value of pension benedits f
Named Executive Officers from 2005 to 2006 are listed in $werimary Compensation Table” below.

The Company also has a defined contribution profit sggsian covering eligible employees. The plan is
voluntary with respect to participation and is subjedh®provisions of ERISA. The plan provides for participant
contributions of up to 15% of after—tax annual compensatiodefised by the plan. The Company contributes an
amount equal to 50% of the participant's first 6% of aftsec contributions. The Company may contribute an
additional amount from its profits as authorized by tharBoof Directors. The Company made no additional
contributions in 2006. Participants in the plan are imatetyi vested in their contributions, plus actual ea®in
thereon. Vesting in the Company's contributions is dase years of continuous service. Participants are fully
vested in Company contributions after attaining fiverged credited service. The Company's 2006 contributions to
the plan on behalf of Named Executive Officers areunhati in the “All Other Compensation” column in the
“Summary Compensation Table” below.

The Company also has a defined contribution 401(k) plarriogvall employees of Triad Mining, Inc. and

Triad Underground Mining, which constitute our Midwest oegioperations. There were no Named Executive
Officers participating in the Triad Mining, Inc. 401(k) Planidgr2006.
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Other Benefits

Our executives also participate, on a voluntary basissustomary benefits that are provided to all
employees, including health, life, disability and dentaliiasce. The taxable value of life insurance benefits
provided by the Company for Named Executive Officers ikided in “All Other Compensation” on the “Summary

Compensation Table” below.

SUMMARY COMPENSATION TABLE

The following table provides information concerning tteenpensation for our Chief Executive Officer,
our Chief Accounting Officer and each of our two other rhigilly compensated executive officers for their service
to the Company during the fiscal year ended December 31, 2806 December 31, 2006, we did not have any
executive officers other than those listed below.

Name and
Principal
Position

Year

Base
Salary

($)

Bonus

($)

Stock
Awards
($) (1)

Option
Awards

($)

Non-Equity
Incentive Plar
Compensation

$)

Nonqualified

Compensation

Change in
Pension
Value and

Deferred

Earnings
($) @@

Compensatiof

All Other

($) 4)

Total
©)

Peter T.
Socha

Chairman of
the Board,
President
and Chief
Executive

Officer

2006

375,000

140,938

9,391

12,510

537,299

Coy K.
Lane, Jr.

Senior Vice
President
and Chief
Operating

Officer

2006

250,810

632,27

19,496

8,310

910,084

Michael E.
Weber®

Senior Vice
President
and Chief

Commercial

Officer

2006

56,395

23,774

1,396

81,323

Samuel M.
Hopkins, I

Vice
President
and Chief

Accounting
Officer

2006

140,000

46,797

5,901

4,674

197,872
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1)

(2)

(3)
(4)

(5)

The value of stock awards is the compensation exp@nsent recognized for financial statement reporting
purposes for 2006 in accordance with FAS 123R. The grantfaiatgalue of stock awards for financial
statement reporting purposes in accordance with FAS 12BRligled in the “Grants of Plan—Based Awards”
table below. A discussion of the relevant fair valusuagptions is set forth in Note 8 to the Company's
consolidated financial statements on pages F-24 throughdft28 Annual Report on Form 10-K for the year
ended December 31, 2006.

The change in pension value for 2006 is the increasetimarial value of the Company's defined benefit
pension plan attributable to the Named Executive Offibat was accrued during the year. Employees are
eligible to participate in the plan on the first oéthmonth following one year of service. Mr. Weber jdirilee
Company in September 2006 and therefore was not eligilplarticipate in the plan.

The Company does not provide any non—qualified defemempensation plans to its employees.

All Other Compensation consists of employer matchorgributions under the Company's defined contribution
profit sharing plan and the taxable value of life ineaeabenefits provided by the Company.

Mr. Weber joined the Company on September 11, 2006.

GRANTS OF PLAN-BASED AWARDS

The following table sets forth information concernitig grant of restricted shares of the Company's

common stock to Named Executive Officers during the gaded December 31, 2006.

All Other Stock
Awards: Grant Date Fair
Number of Value of Stock
Shares of Stock and Option
or Units Awards
Name Grant Date (G @
Michael E. Webe 9/11/2006 25,000 $368,500

(1) Mr. Weber received 25,000 shares of restricted comitooR, svalued at $14.74 per share, when he joined the

Company in 2006. The shares are time—vested and vesvanefjual annual installments, beginning on
November 1, 2007.

(2) The value of stock awards is the grant date fair valterrdaed under FAS 123R for financial statement

reporting purposes. A discussion of the relevant fdirevassumptions is set forth in Note 8 to the Company's
consolidated financial statements on pages F-24 throughdft28 Annual Report on Form 10-K for the year
ended December 31, 2006.
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OUTSTANDING EQUITY AWARDS AT 2006 FISCAL YEAR-END

The following table sets forth information about th&standing equity awards for each of the Named

Executive Officers as of December 31, 2006.

OPTION AWARDS STOCK AWARDS
Equity
Incentive
Equity Equity Plan
Incentive Incentive | Awards:
Plan Plan Market or
Awards: Awards: Payout
Number of Number of Number of| Value of
Securities Number of | Securities| Number| Market | Unearned| Unearned
Underlyin| Securities | Underlyin of Shares Value of| Shares, Shares,
g Underlying g or Units | Shares or Units or Units or
Unexercis| Unexercised Unexercis of Stock | Units of Other Other
ed Options Options ed Option that Have Stock tha| Rights Thaf Rights That
(# (# Unearned Exercig Option Not |Have Not| Have Not | Have Not
exercisabl unexercisabl Options | e Price Expiratio, Vested | Vested Vested Vested
Name e) e) #) ($) | nDate| (#) $) @ #) ($)
Peter T. 123,75¢°|$1,148,4(
Socha | 60,000 | 90,000 - $10.80 5/7/14 ) 0 - -
Coy K.
Lane, Jr. - - - - - 80,000%| 742,400 - -
Michael
E. Weber - - - - - 25,000 | 232,000 - -
Samuel - - - - - 1¥1,250° | 382,800 - -
M.
Hopkin
s, Il

1)
(2)

()

(4)

(5)
(6)

The market value was calculated based on the closargemprice of $9.28 per share of the Company's
common stock on December 29, 2006, the last trading d2Q0&.

Pursuant to his employment agreement with the Compan Socha was granted options on May 25, 2004 to
acquire 150,000 shares of common stock for $10.80 per shaee.offfions vest in five equal annual
installments, beginning on the first anniversary of the daggant.

On May 25, 2004, Mr. Socha also was granted 300,000 tedtshares of common stock, 206,250 shares of
which will vest in five equal annual installments, begngnon the first anniversary of the date of the grant, and
the remaining 93,750 shares with vesting based upon the ewidrt of designated corporate performance
criteria. The performance criteria included achievingTBA\ results for 2004 and 2005 of approximately
$126.3 million for the two year period (80% of vesting) andghecessful development of the new mine at
McCoy Elkhorn (20% of vesting). The Company did not achiaeeestablished performance criteria for 2004
and 2005 EBITDA, and therefore 75,000 shares were forfeiteglrérhaining 18,750 shares were distributed in
2006 based upon the successful development of the new nite€ay Elkhorn.

During 2005, Mr. Lane was granted 100,000 restricted shateg @ompany's common stock which vest as
follows: 25% of the shares vest in five equal annual ims&adts, beginning on May 25, 2006, and the
remaining 75% of the shares vest in five equal annual im&mats beginning November 1, 2006.

In 2006, Mr. Weber was granted 25,000 restricted shardé® d@@ampany's common stock which vest in five
equal annual installments, beginning on November 1, 2007.

In 2004, Mr. Hopkins was granted 68,750 restricted shareg @dmpany's common stock which vest in five
equal annual installments, beginning on May 25, 2005.
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The amount ultimately realized by the Named Executivic€fmay vary based on a number of factors,
including the Company's actual operating performance, stack fluctuations and the timing of exercises and
sales.

OPTION EXERCISES AND STOCK VESTED IN 2006

The following table sets forth information about &tesvards that vested during 2006. There were no stock
option exercises by Named Executive Officers during 2006.

OPTION AWARDS STOCK AWARDS
Number of Shares Number of Shareg
Acquired on Value Realized on Acquired on Value Realized on
Exercise Exercise Vesting Vesting
Name (#) ($) (#) $W
Peter T. Socha - - 60,000 $1,962,000
Coy K. Lane, Jr. - - 20,000 328,800
Michael E. Weber - - - -
Samuel M. - - 13,750 449,625
Hopkins, Il

(1) The value of the awards was calculated on the closing per share of the Company's common stock on the
vesting date.

PENSION BENEFITS IN 2006

Our CAPP region and corporate office employees parteipat traditional defined benefit pension plan
and an after—tax savings plan which are availabld! &ligible employees. The pension plan is a non—douatory
defined benefit plan subject to the provisions of the [Byge Retirement Income Security Act of 1974 (“ERISA”)
and covers substantially all regular, full-time employafethe Company in the CAPP region and corporate office.
Employees become participants in the plan on the firtheimonth following one year of service. An employee
must have at least five years of service to be vest#tkipension plan.

The monthly retirement benefit payable upon the nonetilement of any participant is dependent upon
age, compensation and years of service. The normadmeint age under the plan is 65, but a full benefit is
available to a retiree at age 62. A retiree can begieiving a benefit as early as age 55, provided theydtdeast
ten years of service at the time; however, a 3% remuéactor applies for each year a retiree receivesreefit
prior to age 62. Compensation for purposes of calculatingnibrgthly retirement benefit payable means basic
monthly earnings, excluding overtime, bonuses and commsssimsed on the employee's average salary for the
three highest consecutive years of service during thdogegs last ten years of employment. This amount is
capped by the $220,000 annual limit imposed by the Internal Re&ervee for the 2006 calendar year. The
Internal Revenue Code limits the amount of annual benefitch may be payable from the pension trust.

The following table lists the number of years of dedliservice and the present value of accrued pension

benefits for Named Executive Officers as of Decemlder 2§06. Changes in the value of pension benefits for
Named Executive Officers from 2005 to 2006 are listed in $werimary Compensation Table” above.
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Present Value of
Number of Years Accumulated Payments During
Credited Service Benefit Last Fiscal Year
Name Plan Name # @ %@ ($)

Peter T. Socha James River Coal 4.5 $38,643 -
Company
Employees’

Pension Plan

Coy K. Lane, Jr. James River Coa 2.5 19,496 -
Company
Employees’

Pension Plan

Michael E. Webef® | James River Coal - - -
Company
Employees’

Pension Plan

Samuel M. Hopkins| James River Coal 3.5 27,011 -
] Company

Employees’

Pension Plan

(1) Participants are credited with a year of creditegligerfor any year in which they have completed 1,000 or
more hours of service.

(2) Amounts represent the actuarially determined pregalue of projected plan benefits due the individual,
assuming an interest rate of 5.55%, as used in the Compaayisidl statement disclosures for the year ended
December 31, 2006, the 1983 Group Annuity Tables for Males anthlEs and compensation limits of
$220,000 for 2006, $210,000 for 2005 and $205,000 for 2004.

(3) Mr. Weber joined the Company in September 2006 amdftiie was not eligible to participate in the plan.

The Company also has a defined contribution profitishglan and a defined contribution 401(k) plan,
which are discussed above under the heading “Retirementi8eén&he Company's 2006 contributions to the
defined contribution profit sharing plan on behalf of Nankeacutive Officers are included in the “All Other
Compensation” column in the “Summary Compensation Tadibeve. There were no Named Executive Officers
participating in the Company's 401(k) plan during 2006. Additipgnahe Company does not provide any
non—qualified deferred compensation plans to its employees.

EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT, SE VERANCE AND CHANGE-IN-
CONTROL ARRANGEMENTS

Employment Contracts

As discussed under “Base Salary” above, the Company andsddha entered into an employment
agreement effective May 7, 2004. In addition to the badseysdonuses, equity incentives and other benefitssterm
outlined above, the employment agreement provides thédt.ifSocha's employment is terminated without good
reason, as defined in the employment agreement, befpiaton, he will receive the greater of (i) his reniag
salary due under the employment agreement or (i) 12hmarftsalary. Mr. Socha's employment agreement also
provides that upon termination without good reason or a cheamgentrol (as those terms are defined in the
applicable agreements) all of Mr. Socha's restrictedeshand options will immediately vest and the option$ wil
become exercisable.

Severance and Change-in—Control Arrangements

In the first quarter of 2006, the Company, assisted bfnigscial advisor Morgan Stanley, initiated the
process of investigating strategic alternatives. At tina¢,tit recognized the need to implement a plan foragert
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employees that would encourage them to devote their tirdeenergies to the successful performance of their
employment duties while providing them a measure of sgcduring the anticipated period of uncertainty. We
believe that implementing such a plan promotes alignroémhanagement's goals with stockholders' goals by
helping reduce management's reluctance to pursue and adhaogeein—control transactions. Additionally,
change-in—control agreements with key employees allow have a mechanism in place to retain key employees
and encourage their continued dedication during the periodhio$ition. The Board of Directors authorized the
Chief Executive Officer and the Compensation Committesdik with Towers Perrin to develop a severance and
retention plan. The plan was adopted by the Board and ooinated to those employees determined to be at risk in
the event of a change—in—control transaction. Purdiaatite severance and retention plan, the Company dntere
into severance agreements with Messrs. Lane and Ho@eols of which provide that the executive will be téadi

to receive a lump sum cash payment in an amount equ#&l toonths of his base salary, plus continued health,
dental and term life insurance benefits for 12 montheviitng his termination, if such termination occurs witiip
months after a change—-in—control transaction. A changeritrol, as defined in the severance and retention plan,
includes any of the following events: (1) the acquisitiothér than from the Company) by any person of beneficial
ownership of forty percent or more of the combinedngptpower of the Company's then outstanding voting
securities; (2) the individuals who, as of the effextilate of the transaction are members of the Boagekecto
constitute at least two—thirds of the Board; (3) tlm@summation of a merger or consolidation involving the
Company in which the shareholders of the Company d@mwn more than fifty percent of the combined voting
power of the outstanding voting securities resulting fromrieeger or consolidation in substantially the same
proportion as their ownership of the combined voting powidghe voting securities of the Company outstanding
immediately before such merger or consolidation; or (dpraplete liquidation or dissolution of the Company or
consummation of the sale or other disposition of mubstantially all of the assets of the Company, ideal; that

the events described in (3) and (4) above shall only quadity change in control under the plan if such events resul
from the investigation of strategic alternatives annednay the Company on March 1, 2006. The severance and
retention plan also provides that employees designated Iothpensation Committee will be eligible to receive a
retention bonus, in an amount designated by the Comjpmmsaommittee, upon the occurrence of a change in
control. Retention bonus amounts payable to anyeoNémmed Executive Officers, if any, will be determinedHsy
Compensation Committee at a later date.

As discussed previously, Mr. Socha's employment agreeaisatprovides for salary continuation in
certain circumstances identified in the agreementuigsy termination was effective as of December 31, 2006, the
Named Executive Officers would be eligible for the follogvlump sum payments:

Peter T. Socha $879,808
Samuel M. Hopkins, Il 140,000
Coy K. Lane, Jr. 250,000

Additionally, under the terms of the severance plan MndSocha's employment agreement, in the event of a
change—-in—control transaction, all unvested equity awand#ding restricted shares of common stock of the
Company and all options to acquire common stock of the Coynpald by Mr. Socha, Mr. Hopkins and Mr. Lane,
will immediately vest and become exercisable, as appéicar. Weber joined the Company in September 2006
and was not covered by the severance plan at that time.

During 2006, the Company reviewed a wide variety of potewtarses of action and engaged in
discussions and negotiations with a number of companiesdiegaspecific transactions. In the third quarter of
2006, the Board concluded that none of the courses of actientipdly available for the Company were in thetbes
interests of the shareholders of the Company to purdhatdime. As a result, the Board determined to condtsde
formal process of investigating strategic alternatives.

DIRECTOR COMPENSATION IN 2006
Annual compensation of non—employee directors for 2006ist@u of cash compensation, which included
an annual retainer paid quarterly to each director anabditional fee to each director who served as chaa of

committee, and equity compensation, consisting of stockoropgiwards and restricted stock awards. These
components are described more fully below.
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Annual Board Fees

Non-employee directors received an annual cash reti$85,000 in 2006, which was paid pro-rata on a
quarterly basis to each director. The Audit Committeai@an received an additional annual amount of $15,000
and the Chairmen of the Compensation and Governance @amsnéach received an additional annual amount of
$5,000. Annual retainers for Mr. Blackburn, Mr. FlorJanbic, Goldfarb and Mr. Wilson were pro-rated, based on
the actual time they served on the Board in 2006.

The Company pays travel and accommodation expensesofals to attend meetings and other corporate
functions. Directors do not receive meeting attendéeee

Annual Equity Compensation

Non—-employee directors collectively received annual equitgpensation of $263,136 in 2006, including
9,375 shares of restricted stock (valued based on the fdiemalue of the Company's common stock on the date
of grant) and 50,000 stock options (valued based on the BlalskteS method). These valuation methods differ
from the amounts determined in accordance with FAS 128Reported in the below table. The restricted stock
awards will vest in equal installments over three yeBing. stock option awards were granted at an exercise pri
equal to the fair market value of the Company's comntookson the date of grant and will vest in equal
installments over three years and will expire 10 yeaes gfant. In the event of a change in control (as défine
the Company's 2004 Equity Incentive Plan), all outstandingsiad restricted shares and options will immediately
vest and the options will become fully exercisablee Tommittee may, in its sole discretion, provide tfoe
termination of an award upon the consummation of thegddn control and the payment of a cash amount in
exchange for the cancellation of an award, or the igguaf a substantially equivalent substitute grant or &war

The total 2006 compensation of the Company's non—emptigertors is shown in the table below.

Director Compensation

(@) (b) (©) (d) (e) (f) )] (h)
Change in
Pension
Value and
Fees Nonqualified
Earned or Non-Equity Deferred
Paid in Stock Option |Incentive PlanCompensation All Other
Cash Awards Awards |Compensation Earnings |Compensation Total
Name | ®) | @99 | ®@¢ () () () ()
W. Douglag 12,364 2,024 9,697 - - - 24,085
Blackburn
4)
Alan F. 37,500 19,050 58,030 - - - 114,580
Crown
Ronald J. | 12,364 2,024 9,697 - - - 24,085
FlorJancic
4)
Matthew 5,041 - - - - - 5,041
Goldfarb
4)
Leonard J.| 47,500 19,050 58,030 - - - 124,580
Kujawa
Joseph H. 37,500 18,311 58,030 - - - 113,841
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Vipperman

James F.| 17,500 1,784 7,409 - - - 26,693
Wilson (4)

1)

(2)

(3)

(4)

The value of stock awards and option awards was the 200fecsation expense amount recognized for
financial reporting purposes in accordance with FAS 123&iséussion of the relevant fair value assumptions
is set forth in Note 8 to the Company's consolidatedritial statements on pages F-24 through F-28 of the
Annual Report on Form 10-K for the year ended December 31, 2006

As of December 31, 2006, the aggregate number ofatestistock awards outstanding for each non—-employee
director was as follows: Mr. Blackburn, 1,125 shares; Gfown, 2,501 shares; Mr. FlorJancic, 1,125 shares;
Mr. Goldfarb, 0 shares; Mr. Kujawa, 2,501 shares; Mr. ¥ipgan, 2,167 shares; and Mr. Wilson, O shares.

As of December 31, 2006, the aggregate number of stockhapitards outstanding for each non—-employee
director was as follows: Mr. Blackburn, 10,000 options; Mrov@, 15,000 options; Mr. FlorJancic, 10,000
options; Mr. Goldfarb, 0 options; Mr. Kujawa, 15,000 optioMs; Vipperman, 11,666 options; and Mr.
Wilson, O options.

Mr. Blackburn, Mr. FlorJancic and Mr. Goldfarb wergpainted to the Board effective August 22, 2006. Mr.
Goldfarb resigned from the Board effective October 16, 236 .Wilson resigned from the Board effective
July 7, 2006.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

Our compensation committee currently consists of AfarCrown, Ronald J. FlorJancic and Joseph H.

Vipperman (committee chair). None of these committeenbers is employed by us. None of our executive officers
serves as a member of the compensation committeey &raity that has one or more executive officers who serve

on

our compensation committee. No interlocking relatgm exists between our compensation committee and the

compensation committee of any other company, hoahgdterlocking relationship existed in the past.
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REPORT OF THE AUDIT COMMITTEE

The following Report of the Audit Committee does not consstlieiting material and should not be
deemed filed or incorporated by reference into any other Company tilider the Securities Act of 1933 or the
Securities Exchange Act of 1934, except to the extent th@bthpany specifically requests that the information be
treated as soliciting material or specifically incorporates tRiport by reference therein.

The primary function of the Audit Committee is to asshe Board of Directors in fulfilling its financial
and other oversight responsibilities by serving as aegandent and objective party to oversee, monitor and
appraise: (1) the integrity of the Company's financitatesnents and other external financial information and
financial reporting process; (2) the Company's auditingcgss, including all engagements of the Company’s
independent accountants, and the performance of finam@ahgement; (3) the Company’s ethical and legal
compliance; and (4) the performance of the Company’snatteontrol function and its system of internal colstro
The Committee operates pursuant to a written charter edityytthe Board of Directors, which is attached to this
Proxy Statement as _ Appendix ,A and is available on the Company's internet site
(http://ir.jamesrivercoal.com/governance/charters.cfiitn

The Company’'s management is responsible for its int@ordrols and the financial reporting process.
The Company’s independent accountants, KPMG LLP, arensgpe for performing an audit of the Company’s
consolidated financial statements in accordance wittlitiag standards of the Public Company Accounting
Oversight Board (United States) and for expressing an opasdo their conformity with U.S. generally accepted
accounting principles. The Audit Committee’s respadiigibs to monitor and oversee these processes.

Management represented to the Audit Committee that tmep@ny’'s consolidated financial statements
were prepared in accordance with U.S. generally acceptaniating principles. Management has also concluded
that the Company’s internal control over financigaing was effective as of December 31, 2006.

In keeping with its responsibilities, the Audit Comnetthas reviewed and discussed the Company's
audited consolidated financial statements and internaladamith management and the independent accountants. In
addition, the Audit Committee has discussed with the Comgamngependent accountants the matters required to
be discussed by Statement on Auditing Standards No. 61, “Coizations with Audit Committee,” as currently in
effect. The Audit Committee also has received thdtewidisclosures and the letter from the independent
accountants required by Independence Standards Board Starmlafld Mhdependence Discussions with Audit
Committees,” and has discussed with the independent accouthaint;ydependence. The Audit Committee has
also discussed, reviewed and monitored the Company’'s diselgsntrols and its plans and activities related to
Sarbanes-Oxley Section 404 compliance.

Based on the reviews and discussions described ireftosty and subject to the limitations on the role and
responsibilities of the Committee referred to above andhe Audit Committee Charter, the Committee
recommended to the Board of Directors that the auditedatidated financial statements of the Company be
included in the Annual Report on Form 10-K for the year efmmember 31, 2006 for filing with the SEC.

The foregoing report has been furnished by:

JAMES RIVER COAL COMPANY
AUDIT COMMITTEE

Audit Committee Members:

W. Douglas Blackburn, Jr.  Leonard J. Kujawa, Chairmdoseph H. Vipperman
(Members of the Audit Committee)
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INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Pursuant to the Audit Committee Charter, the Audit Catemiappoints the firm that will serve as the
Company’s independent accountants each year. Such appaifngémet subject to ratification or other vote beg th
shareholders. KPMG LLP was the independent registerett@ddounting firm for the Company for 2006. The
Audit Committee has not selected the Company’s indepémegistered public accounting firm for fiscal 2007, as
the meeting in which the audit firm is discussed angd/mn has not occurred yet. The Audit Committee will
discuss and vote on the Company’'s independent registered pabbunting firm for fiscal 2007 during a future
meeting, which the Company expects to occur during its tisoalfquarter of 2007. Representatives of KPMG
LLP are expected to be present and available to answaspagpe questions at the Annual Meeting, and will have
an opportunity to make a statement if they so desire.

Fees

The following table and footnotes summarizes the aggrdgas billed to the Company by KPMG LLP for
the years indicated ($ in thousands):

2006 2005
AUAIE FEES (1) cuvvvviiieeiiiiiiieee ettt s ettt re e e e e e eaabaeaa e $ 536 $701
Audit-Related FEES (2)...cuuu it - 24
TAX FEES e 14 141
All Other FEES ...ovnieii e, - -
1o €= | IR $ 550 $866

(1) Fees for audit services billed in 2006 consisted ofahéit of the Company's consolidated
financial statements in accordance with auditing statsdgenerally accepted in the United States
of America ($425), quarterly reviews of unaudited consolidateh€ial statements ($80), and
other billings ($26). Fees for audit services billed in 2603sisted of the audit of the Company's
consolidated financial statements in accordance withtiagidgtandards generally accepted in the
United States of America ($393), quarterly reviews of unaddibnsolidated financial statements
($75), and services in connection with the Company's rag@sirstatements ($233).

(2) Other fees bhilled in 2005 consisted of services rela®ur benefit plans.

Approval of Audit and Non-Audit Services

The Audit Committee of the Company's Board of Directare—approves all audit and non—audit services
performed by the Company's independent auditors. The Audit Gteensipecifically approves the annual audit
services engagement. Certain non—audit services tieapermitted under the federal securities laws may be
approved from time to time by the Audit Committee. Puelit Committee is authorized to delegate to the CHair o
the Committee pre—approval authority with respect tonteed services. None of the services performed by KPMG

LLP described above were approved by the Audit Committee pursmgoaragraph (c)(7)(i)(C) of Rule 2-01 of
Regulation S—X.
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SHAREHOLDER PROPOSALS FOR 2008 ANNUAL MEETING

Shareholders are hereby notified that if they wismétude a proposal in the Company’s Proxy Statement
and form of proxy relating to the 2008 annual meeting purdoaRule 14a-8 as promulgated under the Securities
Exchange Act of 1934, a written copy of their proposal mastelseived at the principal executive offices of the
Company no later than February 19, 2008 (based on a teraativegl meeting date of July 18, 2008 and proxy
materials for such meeting being dated June 18, 2008). slmeeprompt receipt by the Company, proposals should
be sent certified mail return receipt requested and slotialwise comply with Rule 14a-8.

In accordance with the Company’s bylaws, shareholdeoswish to submit a proposal for consideration at
the Company’s 2008 annual meeting of shareholders otheptitanant to Rule 14a-8 must deliver a copy of their
proposal to the Company at its principal executive offreesater than April 19, 2008 (based on a tentative annual
meeting date of July 18, 2008). Also in accordance with tiepany’s bylaws, shareholders who wish to make a
nomination for director for consideration at the Camgs 2008 annual meeting must deliver a copy of their
nomination to the Company at its principal executiviice$ no later than March 20, 2008 (based on a tentative
annual meeting date of July 18, 2008).

ANNUAL REPORT

A copy of James River’'s Annual Report to Shareholdersshwinicludes a copy of the Annual Report on
Form 10-K for the year ended December 31, 2006, is beingshediherewith. Any record or beneficial
shareholder as of the Record Date may request a cagyyoéxhibits to the Annual Report on Form 10-K, upon
payment of James River’s reasonable expenses in furnigtarexhibits, by submitting a written request to:

James River Coal Company
901 E. Byrd Street, Suite 1600
Richmond, Virginia 23219

Attn.: Secretary

If the person requesting exhibits was not a shareholdescofd on the Record Date, the request must
include a representation that the person was a benafwar of Common Stock on that date.

EXPENSES OF SOLICITATION

All of the expenses involved in preparing, assemblingnaaiing this Proxy Statement and the materials
enclosed herewith and soliciting proxies will be paid by @wmpany. It is estimated that such costs will be
nominal. The Company may reimburse banks, brokerage famd other custodians, nominees and fiduciaries for
expenses reasonably incurred by them in sending proxyialater beneficial owners of stock. The solicitatain
proxies will be conducted primarily by mail but may incluééephone, telegraph or oral communications by
directors, officers or regular employees of the Compaetin@without special compensation.

OTHER MATTERS

The Board of Directors does not know of any other engto come before the Annual Meeting; however,
if any other matters properly come before the Annuakfing, it is the intention of the persons designated as
proxies to vote in accordance with their best judgmerguoh matters. If any other matter should come befare
Annual Meeting, such matter will be approved if the nemdf votes cast in favor of the matter exceeds the aumb
opposed.

Date: June 19, 2007
SHAREHOLDERS ARE URGED TO SPECIFY THEIR CHOICES, DA TE, SIGN AND RETURN THE

ENCLOSED PROXY CARD IN THE ENCLOSED ENVELOPE, POSTAGE FOR WHICH HAS BEEN
PROVIDED. YOUR PROMPT RESPONSE IS APPRECIATED.
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APPENDIX A
JAMES RIVER COAL COMPANY
AUDIT COMMITTEE CHARTER
l. Purpose and Authority

The primary function of the Audit Committee is to assist Board of Directors in
fulfilling its financial and other oversight responsibéii by serving as an independent and
objective party to oversee, monitor and appraise: (1) tiegrity of the Company’s financial
statements and other external financial informationarfcial reporting process and internal
controls; (2) the Company’s auditing process, including all engagenaénthe Company’s
independent accountants, the internal auditors and thepearioe of financial management; and
(3) the Company'’s ethical and legal compliance. In furtieaof its purpose, the Committee
shall strive to provide an open avenue of communication arttengCcompany’s independent
accountants, internal auditors, management, and thelBoar

In discharging its oversight role, the Committee is empaiveyenvestigate any matter
brought to its attention with full access to all boolex;ords, facilities and personnel of the
Company, and has the authority to engage independent counsebtlaerd advisers as it
determines necessary to carry out its duties. The Congbetlyprovide funding, as determined
by the Committee, for payment of compensation to the independditbrs and to any advisers
the Committee retains.

Il. Membership Requirements

The Committee shall be comprised of three or more dirgets determined by the Board.
All members of the Committee shall be “independent” withitneaning of the listing standards
of the Nasdaq Stock Market, including the independence stnder Committee members
prescribed by Rule 10A-3 under the Securities Exchange Adtméihbers of the Committee
shall be able to read and understand fundamental finastai@ments, including the Company’s
balance sheet, income statement, and cash flow statedseleast one member shall be an ‘audit
committee financial expert’ within the meaning of the rutdésthe Securities & Exchange
Commission. Members of the Committee shall also medt etleer qualifications as may be
imposed from time to time by the Board, by law or by thénisrequirements of the Nasdaq
Stock Market. Committee members should be able to deutiteient time to carrying out the
responsibilities of a member of the Committee.

M. Meetings and Governance

The Committee shall meet in connection with the Company'saraudit and for other
purposes as circumstances dictate. To foster open gnizations, the Committee will meet in
executive sessions with the independent accountants, ahtauditors and management as
appropriate. The Committee will report its activiteesl findings to the Board on a regular basis.

The Board may appoint a Chair of the Committee. Clhair will preside, when present,
at all meetings of the Committee. One-third of the membtmrit not less than two, will constitute
a quorum. A majority of the members present at angtimg at which a quorum is present may
act on behalf of the Committee. The Committee mayt tmgéelephone or video conference and
may take action by written consent.



V. Duties, Responsibilities and Activities

While the Committee has the duties and responsibilitiesf@#h in this Charter,
management has primary responsibility for the financigkstants and the reporting process,
including the systems of internal controls and managemesp@t thereon; and the Company’s
independent accountants are responsible for performirgidin of the Company’s consolidated
financial statements in accordance with auditing stalsdaenerally accepted in the United
States, for expressing an opinion as to their conformithh generally accepted accounting
principles, for reviewing the Company’'s quarterly financightements and for attesting to
management’s report on the Company’s internal control. Odramittee’s responsibility is to
monitor and oversee these processes.

(A) Review of Financial Statements, Reports and Charter

The Committee shall review the Company’s financial statgs, reports and other
financial information, in conjunction with the Companyrgernal financial management and
independent accountants, as appropriate. Such reviewgshallally include candid discussions
of the quality—not merely the acceptability—of the Compangsoanting principles as applied
in its financial reporting. Reviews shall occur priordissemination of the statement, report or
other document to a third party or the public. Without litota the Committee shall review, to
the extent it deems necessary or appropriate:

» The annual financial statements and other material fiahoontent of the Company’s
Annual Reports to Shareholders and/or Annual Report®©on EO-K.

» Any quarterly or other interim financial statements atiter material financial content of
the Company’s Quarterly Reports on Form 10-Q.

» Any other material external financial information, sashearnings releases.

» Any material internal reports prepared by the independenuatads, internal auditors
or management.

» The annual report of the Committee for inclusion in the Cayigaannual proxy
statement.

» This Charter on an annual basis, or more frequesthiraumstances dictate.

The Chair of the Committee may represent the entire Ctieenior purposes of
reviewing quarterly information, other material extérfimancial information such as earnings
releases, or internal reports to the extent permessibtler the listing requirements of the Nasdaq
Stock Market and generally accepted auditing standards.

In addition to the reviews described above, the Committelk gbm time to time
perform the following duties and responsibilities and shadlage in the following activities to
the extent necessary or appropriate in the judgment of then@e®:

(B) Relationship with Independent Accountants and Internal Auditors
» Appoint, compensate, retain and terminate the independerpurgants. The
independent accountants shall report directly to the Cdeenit The Committee shall

have sole authority to determine the compensation to be pattietandependent
accountants for any service. The Committee alsd bealesponsible for the oversight
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and evaluation of the work of the independent accountamtfjding resolution of
disagreements between management and the independenttactoun

Pre-approve all audit and permitted non-audit services provaé#ue Company by the
independent accountants. The Committee may delegatepmraval authority to the

Chair of the Committee or may adopt pre-approval policiespaockdures, to the extent
permitted by applicable laws. Any pre-approvals made pursoiaeiegated authority or
pre-approval policies and procedures must be presented fidltB®mmittee at its next

scheduled meeting.

Receive a report or report update from the independent @ecds, within the time
periods prescribed by the rules of the SEC, on the follow{iy:all critical accounting
policies and practices of the Company; (2) all materiakratere treatments within
generally accepted accounting principles for policies aladtiges related to material
items that have been discussed with management, includingrtiifécations of the use
of such alternative disclosures and treatments and tlaemeat preferred by the
independent accountants; and (3) other material writtermcomcations between the
independent accountants and management.

Receive a formal written statement from the independerbumtants delineating all
relationships between the independent accountants and thga@pmThe Committee
shall actively engage the independent accountants in a wkalvgh respect to any
disclosed relationships or services that may impact thecwbijy and independence of
the independent accountants and take appropriate action toetleese@dependence of
the independent accountants.

Oversee the objectives, activities and staffing of thexmal auditors.
©) Financial Reporting and Auditing Processes

Oversee the integrity of the Company’s financial reporpingcess, both internal and
external.

Discuss with the independent accountants, internal auditatamanagement the overall
scope and plans for their respective audits.

Review with the independent accountants, the internal auditmismanagement the
adequacy and effectiveness of the Company’s internal controlsding management’s
report on the adequacy or effectiveness of internal corgnalghe fullness and accuracy
of the Company’s financial statements. The Committed sbasider the quality of
presentation of, among other matters, critical accounpiolcies, off-balance sheet
transactions and financial measures presented on a blasistizin in accordance with
generally accepted accounting principles.

Review the quality and appropriateness of the Company’'s aeguorinciples and
underlying estimates as applied in its financial reportingluding the independent
accountants’ judgments concerning the foregoing.

In consultation with the independent accountants, managemadrthe internal auditors,
review any major changes or improvements to the Company’scfaleand accounting
principles and practices and internal controls.



» Discuss with management policies with respect toasdessment and risk management,
including the Company’s major financial risk exposures andstbéps management has
taken to monitor and control such exposures.

(D) Ethical and Legal Compliance

» Establish and oversee procedures for the receipt, reteafidntreatment of complaints
received by the Company regarding accounting, internabatiog controls, or auditing
matters, and the confidential, anonymous submission by employ¢ke Company of
concerns regarding questionable accounting or auditingisatt

» Review and approve all transactions to which the Compaayperty and in which any
director or executive officer has a direct or indirecternat interest, apart from in their
capacity as director or executive officer.

» Oversee the development and administration of an appropriats ethd compliance
program, including a code or codes of ethics and business corithetCommittee shall
review requests for and determine whether to grant oy daivers of the Company’s
code of ethics applicable to directors and executiveasffic

In addition, the Committee may perform any other adadwiin its discretion that are
consistent with the Committee’s purpose, or as deternmeeessary or appropriate by the Board.
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