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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended September 30, 2011

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from                      to                     

Commission File Number 001-35423

SUNCOKE ENERGY, INC.
(Exact name of registrant as specified in its charter)
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Delaware 90-0640593
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)
1011 Warrenville Road, Suite 600

Lisle, Illinois 60532

(630) 824-1000

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

x  Yes    ¨  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).

x  Yes    ¨  No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer ¨

Non-accelerated filer x Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).

¨  Yes    x  No

As of October 31, 2011, there were 70,005,781 shares of the Registrant's Common Stock outstanding.

Edgar Filing: SunCoke Energy, Inc. - Form 10-Q

Table of Contents 2



Table of Contents

TABLE OF CONTENTS

SUNCOKE ENERGY, INC.

PART I. FINANCIAL INFORMATION

Item 1. Combined and Consolidated Financial Statements:

COMBINED AND CONSOLIDATED STATEMENTS OF INCOME (Unaudited)
For the Three Months and the Nine Months Ended September 30, 2011 and 2010 1

COMBINED AND CONSOLIDATED BALANCE SHEETS
At September 30, 2011 (Unaudited) and December  31, 2010 2

COMBINED AND CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)
For the Nine Months Ended September  30, 2011 and 2010 3

COMBINED AND CONSOLIDATED STATEMENTS OF EQUITY (Unaudited)
For the Nine Months Ended September  30, 2011 and 2010 4

NOTES TO THE COMBINED AND CONSOLIDATED FINANCIAL STATEMENTS (Unaudited) 5

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 24

Item 3. Quantitative and Qualitative Disclosures About Market Risk 38

Item 4. Controls and Procedures 38

PART II. OTHER INFORMATION

Item 1. Legal Proceedings 40

Item 1A. Risk Factors 40

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 40

Item 5. Other Information 40

Item 6. Exhibits 43

SIGNATURE 44

Edgar Filing: SunCoke Energy, Inc. - Form 10-Q

Table of Contents 3



Table of Contents

PART I�FINANCIAL INFORMATION

Explanatory Note

On July 18, 2011 (�Separation Date�), Sunoco, Inc. (�Sunoco�) contributed the subsidiaries, assets and liabilities that were primarily related to its
cokemaking and coal mining operations to SunCoke Energy, Inc. (�SunCoke Energy� or the �Company�) in exchange for 69,999,000 shares of
SunCoke Energy common stock (�the Separation�). On July 26, 2011, SunCoke Energy completed the initial public offering (�IPO�) of 13,340,000
shares of its common stock. The unaudited combined financial statements and related discussion of financial condition and results of operations
contained in this report for periods prior to the Separation Date pertain to the operations that comprised the cokemaking and coal mining
operations of Sunoco prior to their transfer to SunCoke Energy and prior to the effective dates of the agreements SunCoke Energy entered into
with Sunoco in connection with the IPO and the Separation. The unaudited consolidated financial statements and related discussion of financial
condition and results of operations contained in this report for periods after the Separation Date pertain to the operations of SunCoke Energy.
See Note 2 to the accompanying unaudited combined and consolidated financial statements for information concerning the closing of the IPO
and Sunoco�s current ownership of 80.9% of the outstanding common stock of SunCoke Energy.
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SunCoke Energy, Inc.

Combined and Consolidated Statements of Income

(Unaudited)

Item 1. Combined and Consolidated Financial Statements

For the Three Months
Ended September 30

For the Nine Months Ended
September 30

2011 2010 2011 2010
(Dollars and shares in thousands, except per share amounts)

Revenues
Sales and other operating revenue $ 403,100 $ 330,628 $ 1,113,724 $ 1,009,197
Other income, net 399 1,007 1,051 180

Total revenues 403,499 331,635 1,114,775 1,009,377

Costs and operating expenses
Cost of products sold and operating expenses 332,723 254,524 933,266 773,510
Loss on firm purchase commitments (Note 7) �  �  18,544 �  
Selling, general and administrative expenses 25,939 14,732 64,803 41,537
Depreciation, depletion and amortization 14,752 14,013 42,377 35,832

Total costs and operating expenses 373,414 283,269 1,058,990 850,879

Operating income 30,085 48,366 55,785 158,498

Interest income�affiliate (Note 5) 1,123 6,186 12,485 17,965
Interest income 166 2 284 33
Interest cost�affiliate (Note 5) (342) (1,330) (3,565) (4,422) 
Interest cost (8,860) �  (8,860) �  
Capitalized interest 4,633 206 5,344 421

Total financing (expense) income (3,280) 5,064 5,688 13,997

Income before income tax expense 26,805 53,430 61,473 172,495
Income tax expense (Note 6) 5,073 12,490 10,093 41,266

Net income 21,732 40,940 51,380 131,229
Less: Net income (loss) income attributable to noncontrolling interests 3,372 3,494 (1,226) 10,466

Net income attributable to SunCoke Energy, Inc. / net parent investment $ 18,360 $ 37,446 $ 52,606 $ 120,763

Earnings per common share (Note 14):
Basic $ 0.26 $ 0.53 $ 0.75 $ 1.73
Diluted $ 0.26 $ 0.53 $ 0.75 $ 1.73
Weighted average common shares outstanding (Note 14):
Basic 70,000 70,000 70,000 70,000
Diluted 70,000 70,000 70,000 70,000

(See Accompanying Notes)
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SunCoke Energy, Inc.

Combined and Consolidated Balance Sheets

September 30,
2011

December 31,
2010

(Unaudited)
(Dollars and shares in thousands, except

per share amounts)
Assets
Cash and cash equivalents $ 110,850 $ 40,092
Accounts receivable 52,033 44,606
Inventories (Note 7) 222,436 106,610
Receivable from affiliate 672 �  
Deferred income taxes 552 1,140

Total current assets 386,543 192,448

Notes receivable from affiliate (Note 5) �  289,000
Investment in Brazilian cokemaking operations 40,976 40,976
Properties, plants and equipment, net 1,353,499 1,173,518
Lease and mineral rights, net 53,392 6,690
Goodwill 9,388 3,400
Deferred charges and other assets 35,396 12,434

Total assets $ 1,879,194 $ 1,718,466

Liabilities and Equity
Advances from affiliate (Note 5) $ �  $ 888,512
Accounts payable 185,184 106,350
Current portion of long-term debt 3,000 �  
Accrued liabilities 51,996 53,158
Taxes payable 11,593 7,704

Total current liabilities 251,773 1,055,724

Long-term debt (Note 9) 694,784 �  
Payable to affiliate (Note 5) �  55,813
Accrual for black lung benefits 27,538 26,605
Retirement benefit liabilities (Note 8) 45,281 42,854
Deferred income taxes 223,840 85,930
Asset retirement obligations 12,236 11,014
Other deferred credits and liabilities 19,247 11,185
Commitments and contingent liabilities (Note 10)

Total liabilities 1,274,699 1,289,125

Equity
Preferred stock, $0.01 par value. Authorized 50,000 shares; no issued and outstanding shares at
September 30, 2011 and December 31, 2010 �  �  
Common stock, $0.01 par value. Authorized 300,000 shares; issued and outstanding 70,006
shares at September 30, 2011 and no shares outstanding at December 31, 2010 700 �  
Additional paid-in capital 556,292 �  
Accumulated other comprehensive income 437 �  
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Retained earnings 12,003 �  
Net parent investment �  369,541

Total SunCoke Energy, Inc. stockholders� equity / net parent investment 569,432 369,541
Noncontrolling interests 35,063 59,800

Total equity 604,495 429,341

Total liabilities and equity $ 1,879,194 $ 1,718,466

(See Accompanying Notes)
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SunCoke Energy, Inc.

Combined and Consolidated Statements of Cash Flows

(Unaudited)

For the Nine Months
Ended September 30
2011 2010
(Dollars in thousands)

Cash Flows from Operating Activities:
Net income $ 51,380 $ 131,229
Adjustments to reconcile net income to net cash provided by operating activities:
Loss on firm purchase commitment (Note 7) 18,544 �  
Depreciation, depletion and amortization 42,377 35,832
Deferred income tax expense 14,630 10,885
Payments less than (in excess of) expense for retirement plans 267 (3,081) 
Changes in working capital pertaining to operating activities:
Accounts receivable (4,157) 41,994
Inventories (112,822) (1,353) 
Accounts payable and accrued liabilities 53,904 42,590
Taxes payable (2,236) 2,836
Other (3,208) (7,007) 

Net cash provided by operating activities 58,679 253,925

Cash Flows from Investing Activities:
Capital expenditures (184,217) (135,833) 
Acquisition of business, net of cash received (37,575) �  
Proceeds from sales of assets �  72

Net cash used in investing activities (221,792) (135,761) 

Cash Flows from Financing Activities:
Proceeds from issuance of long-term debt 698,500 �  
Debt issuance costs (18,874) �  
Repayment of long-term debt (750) �  
Purchase of noncontrolling interest in Indiana Harbor facility (34,000) �  
Net decrease in advances from affiliate (412,783) (113,636) 
Repayments of notes payable assumed in acquisition (2,315) �  
Increase (decrease) in payable to affiliate 5,279 30,296
Cash distributions to noncontrolling interests in cokemaking operations (1,186) (19,296) 

Net cash provided by (used in) financing activities 233,871 (102,636) 

Net increase in cash and cash equivalents 70,758 15,528
Cash and cash equivalents at beginning of period 40,092 2,741

Cash and cash equivalents at end of period $ 110,850 $ 18,269

(See Accompanying Notes)
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SunCoke Energy, Inc.

Combined and Consolidated Statement of Equity

(Unaudited)

Shares
Common
Stock

Additional
Paid-in
Capital

Accumulated
Other

Comprehensive
Income

Retained
Earnings

Net
Parent

Investment

Total SunCoke
Energy, 
Inc. or
Parent
Equity

Noncontrolling
Interests

Total
Equity

(Dollars and shares in thousands)
At December 31, 2010 �  $ �  $ �  $ �  $ �  $ 369,541 $ 369,541 $ 59,800 $ 429,341
Net income (loss) from
January 1, 2011 to July 18,
2011 �  �  �  �  �  40,603 40,603 (5,041) 35,562
Net income from July 19,
2011 to September 30,
2011 �  �  �  �  12,003 �  12,003 3,815 15,818
Retirement benefit plans
funded status adjustment �  �  �  (617) �  (1,095) (1,712) �  (1,712) 
Currency translation
adjustment �  �  �  (1,847) �  573 (1,274) �  (1,274) 

Comprehensive income
(loss) 49,620 (1,226) 48,394

Capital contribution from
Sunoco, Inc. in connection
with contribution of
business �  �  �  �  �  156,542 156,542 �  156,542
Issuance of common stock
in exchange for
cokemaking and coal
mining operations of
Sunoco, Inc. 70,000 700 562,563 2,901 �  (566,164) �  �  �  
Share-based compensation
expense 6 �  926 �  �  �  926 �  926
Cash distributions to
noncontrolling interests �  �  �  �  �  �  �  (1,186) (1,186) 
Purchase of noncontrolling
interests, net of related tax
benefit of $4,695 �  �  (7,197) �  �  �  (7,197) (22,325) (29,522) 

At September 30, 2011 70,006 $ 700 $ 556,292 $ 437 $ 12,003 $ �  $ 569,432 $ 35,063 $ 604,495

(See Accompanying Notes)
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SunCoke Energy, Inc.

Notes to Combined and Consolidated Financial Statements

(Unaudited)

1. General

Description of Business

SunCoke Energy, Inc. (�SunCoke Energy� or the �Company�) is an independent owner and operator of four metallurgical cokemaking facilities in
the eastern and midwestern regions of the United States and operator of a cokemaking facility for a project company in Brazil in which it has a
preferred stock investment. The cokemaking operations include blast furnace coke manufacturing at the Company�s Jewell Coke Company, L.P.
(�Jewell�) facility in Vansant, VA; Indiana Harbor Coke Company, L.P. (�Indiana Harbor�) facility in East Chicago, IN; Haverhill North Coke
Company (�Haverhill�) facility in Franklin Furnace, OH; and Gateway Energy & Coke Company, LLC (�Granite City�) facility in Granite City, IL.
In October 2011, the Company commenced operations at the Middletown Coke Company, Inc. (�Middletown�) cokemaking facility and associated
cogeneration power plant in Middletown, OH, which is adjacent to AK Steel�s steelmaking facility.

In addition to its cokemaking operations, the Company has metallurgical coal mining operations in the eastern United States. The metallurgical
coal produced from underground mines in Virginia and West Virginia is used primarily at the Jewell cokemaking facility. In January 2011, the
Company acquired Harold Keene Coal Company, Inc. and its affiliated companies (�HKCC� or the �HKCC Companies�), which include two active
underground mines and one active surface and highwall mine that are contiguous to the Company�s existing mines for approximately $52.0
million, including working capital and contingent consideration (Note 3).

In December 2010, Sunoco, Inc. (�Sunoco�) formed SunCoke Energy as a wholly-owned subsidiary. Sunoco contributed $1,000 to SunCoke
Energy in exchange for 1,000 shares of SunCoke Energy common stock. On July 18, 2011 (the �Separation Date�), Sunoco contributed the
subsidiaries, assets and liabilities that were primarily related to its cokemaking and coal mining operations to SunCoke Energy in exchange for
69,999,000 shares of SunCoke Energy common stock. As of the Separation Date, Sunoco owned 100% of the outstanding common stock of
SunCoke Energy. The contribution represented a reorganization of entities under common control and was recorded at Sunoco�s carrying value.
On July 26, 2011, SunCoke Energy completed the initial public offering (�IPO�) of 13,340,000 shares of its common stock. Sunoco plans to
distribute the remaining shares of SunCoke Energy common stock it owns to Sunoco�s shareholders by means of a spin-off, which Sunoco
expects to occur no later than one year after the IPO. SunCoke Energy did not receive any of the proceeds of the IPO.

Concurrent with the reorganization just prior to the IPO, substantially all related party balances were settled in connection with the issuance of
common stock to Sunoco, with the exception of $575 million which was repaid in cash on July 26, 2011 with a portion of the proceeds from
SunCoke Energy�s issuance of approximately $700 million in debt.

The historical combined statements for periods prior to the Separation Date include the accounts of all operations that comprised the cokemaking
and coal mining operations of Sunoco, after elimination of all intercompany balances and transactions within the combined group of companies.
The historical combined financial statements also include allocations of certain Sunoco corporate expenses. SunCoke Energy management
believes the assumptions and methodologies underlying the allocation of general corporate overhead expenses are reasonable. However, such
expenses may not be indicative of the actual level of expense that would have been incurred by SunCoke Energy if it had operated as an
independent, publicly-traded company during the periods prior to the IPO or of the costs expected to be incurred in the future. See Note 5 for
further information regarding allocated expenses. Because a direct ownership relationship did not exist among all the various entities comprising
the Company, Sunoco�s net investment in the Company is presented as net parent investment, rather than stockholders� equity, in the combined
balance sheets for periods prior the Separation Date.

Reclassifications

Certain amounts in the prior period Combined and Consolidated Financial Statements have been reclassified to conform to the current year
presentation.

Quarterly Reporting
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The accompanying combined and consolidated financial statements included herein have been prepared in conformity with U.S. generally
accepted accounting principles (�GAAP�) for interim reporting. Certain information and disclosures normally included in financial statements
have been omitted pursuant to the rules and regulation of the Securities and Exchange Commission (�SEC�). In management�s opinion, all
adjustments (which include only normal recurring adjustments) necessary for a fair presentation of the results of operations, financial position
and cash flows for the periods presented have been made. The results of operations for the period ended September 30, 2011 are not necessarily
indicative of the operating results for the full year.
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SunCoke Energy, Inc.

Notes to Combined and Consolidated Financial Statements

(Unaudited)

2. Initial Public Offering and Related Transactions

Initial Public Offering

In December 2010, Sunoco formed SunCoke Energy as a wholly-owned subsidiary. Sunoco contributed $1,000 to SunCoke Energy in exchange
for 1,000 shares of SunCoke Energy common stock. On the Separation Date, Sunoco contributed the subsidiaries, assets and liabilities that were
primarily related to its cokemaking and coal mining operations to SunCoke Energy in exchange for 69,999,000 shares of SunCoke Energy
common stock. As of the Separation Date, Sunoco owned 100% of the outstanding common stock of SunCoke Energy. On July 26, 2011,
SunCoke Energy completed the IPO of 13,340,000 shares of its common stock.

Immediately following the IPO, Sunoco owned 56,660,000 shares of SunCoke Energy common stock, or 80.9% of the outstanding common
stock. Sunoco plans to distribute all of the shares of SunCoke Energy common stock it owns by means of a spin-off, which is a pro rata
distribution by Sunoco of the shares of SunCoke Energy common stock it owns to holders of Sunoco�s common stock. Sunoco expects that the
spin-off will occur no later than one year after the IPO. Sunoco�s agreement to complete the distribution is contingent on the satisfaction or
waiver of a variety of conditions. In addition, Sunoco has the right to terminate its obligations to complete the distribution if, at any time,
Sunoco�s Board of Directors determines, in its sole discretion, that the distribution is not in the best interests of Sunoco or its shareholders. As a
result, the distribution may not occur by the contemplated time or at all.

Arrangements Between Sunoco and SunCoke Energy, Inc.

In connection with the IPO, SunCoke Energy and Sunoco entered into certain agreements that effected the separation of SunCoke Energy�s
business from Sunoco (the �Separation�), provided a framework for its relationship with Sunoco after the separation and provided for the
allocation between SunCoke Energy and Sunoco of Sunoco�s assets, employees, liabilities and obligations attributable to periods prior to, at and
after SunCoke Energy�s separation from Sunoco.

Separation and Distribution Agreement. On the Separation Date, SunCoke Energy and Sunoco entered into the separation and distribution
agreement, which set forth the agreements between SunCoke Energy and Sunoco regarding the principal corporate transactions required to effect
SunCoke Energy�s separation from Sunoco, the IPO and the distribution, if any, of SunCoke Energy�s shares to Sunoco�s shareholders (the
�Distribution�), and other agreements governing the relationship between Sunoco and SunCoke Energy.

The separation and distribution agreement identified assets to be transferred, liabilities to be assumed and contracts to be assigned to each of
SunCoke Energy and Sunoco as part of the separation of Sunoco into two companies. Except as expressly provided, all assets were transferred
on an �as is,� �where is� basis. In general, each party to the separation and distribution agreement assumed liability for all pending, threatened and
unasserted legal matters related to its own business or its assumed or retained liabilities and will indemnify the other party for any liability to the
extent arising out of or resulting from such assumed or retained legal matters. In addition, the separation and distribution agreement provides for
cross-indemnities principally designed to place financial responsibility for the obligations and liabilities of SunCoke Energy�s business with
SunCoke Energy and financial responsibility for the obligations and liabilities of Sunoco�s business with Sunoco.

The separation and distribution agreement allocates responsibility with respect to certain employee related matters, particularly with respect to
Sunoco employee benefit plans in which any SunCoke Energy employees participate or SunCoke Energy employee benefit plans which hold
assets in joint trusts with Sunoco. In addition, the separation and distribution agreement provides for certain adjustments with respect to Sunoco
equity compensation awards that will occur if Sunoco completes the distribution.

Tax Sharing Agreement. On the Separation Date, SunCoke Energy and Sunoco entered into a tax sharing agreement that governs the parties�
respective rights, responsibilities and obligations with respect to tax liabilities and benefits, tax attributes, the preparation and filing of tax
returns, the control of audits and other tax proceedings and other matters regarding taxes. For a detailed discussion of the tax sharing agreement,
see Note 6.
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Transition Services Agreement. On the Separation Date, SunCoke Energy and Sunoco entered into a transition services agreement in connection
with the separation. Pursuant to the transition services agreement, Sunoco provides certain support services to SunCoke Energy, including,
among others, information technology, treasury, risk management and insurance, tax, internal audit
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SunCoke Energy, Inc.

Notes to Combined and Consolidated Financial Statements

(Unaudited)

and various other corporate services, in each case consistent with the services provided by Sunoco to SunCoke Energy before the separation. The
charges for the transition services generally are intended to allow Sunoco to fully recover the costs directly associated with providing the
services, plus all out-of-pocket costs and expenses, generally without profit. The services provided under the transition services agreement will
terminate at various times specified in the agreement (generally terminating upon completion of the Distribution). SunCoke Energy may
terminate certain specified services by giving prior written notice to Sunoco of such services and paying any applicable termination charge.

Guaranty, Keep Well, and Indemnification Agreement. On the Separation Date, SunCoke Energy and Sunoco entered into a guaranty, keep well,
and indemnification agreement. Under this agreement, SunCoke Energy: (1) guarantees the performance of certain obligations of its subsidiaries,
prior to the date that Sunoco or its affiliates may become obligated to pay or perform such obligations, including the repayment of a loan from
Indiana Harbor Coke Company L.P.; (2) indemnifies, defends, and holds Sunoco and its affiliates harmless against all liabilities relating to these
obligations; and (3) restricts the assets, debts, liabilities and business activities of one of its wholly owned subsidiaries, so long as certain
obligations of such subsidiary remain unpaid or unperformed. In addition, SunCoke Energy releases Sunoco from its guaranty of payment of a
promissory note owed by one of its subsidiaries to another of its subsidiaries.

Registration Rights Agreement. On July 26, 2011, SunCoke Energy and Sunoco entered into a registration rights agreement pursuant to which
SunCoke Energy agreed that, upon the request of Sunoco, SunCoke Energy will use its reasonable best efforts to effect the registration under
applicable federal and state securities laws of any shares of SunCoke Energy common stock retained by Sunoco following the IPO. Such
registration rights could be used to effect any sale of SunCoke Energy common stock by Sunoco requiring registration under the Securities Act
of 1933, as amended (the �Securities Act�).

The registration rights under the registration rights agreement will remain in effect with respect to any shares covered by the registration rights
agreement until such shares have been sold pursuant to an effective registration statement under the Securities Act, such shares have been sold to
the public pursuant to Rule 144 under the Securities Act and the shares are no longer restricted under the Securities Act or such shares have been
sold in a transaction in which the transferee is not entitled to the benefits of the registration rights agreement.

3. Acquisition

Harold Keene Coal Company, Inc.

On January 14, 2011, the Company acquired 100% of the outstanding common shares of HKCC for approximately $52.0 million, including
working capital and contingent consideration. The results of HKCC have been included in the consolidated financial statements since that date
and are included in the Coal Mining segment. HKCC engages in the business of coal mining and owns, leases, and operates mines in Russell
County, Virginia. The operations of the HKCC Companies produce high volatile A and high volatile B metallurgical coals, which complement
the coal produced by the Company�s existing coal mining operations, and high quality thermal coal. This acquisition adds between 250,000 and
300,000 tons of coal production annually, with the potential to expand production in the future, and 21 million tons of proven and probable coal
reserves located in two active underground mines and one active surface and highwall mine in Russell and Buchanan Counties in Virginia,
contiguous to the Company�s existing metallurgical coal mining operations. The acquisition is part of the Company�s strategy to expand its
domestic coal production and pursue selective reserve acquisitions. The goodwill of $6.0 million arising from the acquisition consists largely of
synergies and cost reductions.

The aggregate noncontingent portion of the purchase price was $41.1 million, of which $37.6 million was paid in cash, net of cash received of
$0.8 million. The remaining amount relates to a purchase price holdback of $3.5 million that is expected to be paid in June 2012.

The purchase price includes a contingent consideration arrangement that requires the Company to pay the former owners of HKCC $2.00 per ton
of coal for each ton produced from the real property or leased property if production levels exceed 150,000 tons in a calendar year for a period of
20 years or until full exhaustion, whichever comes sooner. The potential undiscounted amount of all future payments that could be required to be
paid under the contingent consideration arrangement is between $0 and $42 million. The fair value of the contingent consideration was $10.9
million, and was based on significant inputs that are not observable in the market, or Level 3 inputs. Key assumptions include (a) a risk-adjusted
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discount rate range of 0.895 percent to 6.027 percent, which reflects the credit spread adjustment for each period, and (b) probability adjusted
production levels of HKCC operations between 300,000 and 475,000 tons per year.
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SunCoke Energy, Inc.

Notes to Combined and Consolidated Financial Statements

(Unaudited)

The following table summarizes the consideration paid for HKCC and the fair value of the assets acquired and liabilities assumed at the
acquisition date (dollars in thousands):

Consideration:
Cash, net of cash received $ 37,575
Working capital adjustment and purchase price hold back 3,500
Contingent consideration arrangement 10,897

Fair value of total consideration transferred $ 51,972

Recognized amounts of identifiable assets acquired and liabilities assumed:
Current assets $ 7,314
Property and equipment 15,466
Mineral rights 48,112
Other assets 2,429
Current liabilities (1,507) 
Deferred tax liabilities, net (22,703) 
Notes payable (2,315) 
Asset retirement obligations (812) 

Total identifiable net assets assumed 45,984
Goodwill 5,988

Total $ 51,972

The fair value of the acquired intangible assets, representing mineral rights, of $47.3 million, net of asset retirement obligations of $0.8 million,
was determined by applying the income approach, and is based on significant inputs that are not observable in the market, or Level 3 inputs. The
acquired intangible assets, all of which are mineral rights, are to be depleted as they are extracted, which is estimated to be over a period of 31
years.

Immediately upon acquisition, $2.3 million of notes payable were repaid.

The acquisition of HKCC increased revenues by $4.3 million and $13.1 million in the third quarter and first nine months of 2011, respectively
and increased gross margin by $0.6 million and $2.0 million in the third quarter and first nine months of 2011, respectively. The acquisition of
HKCC is not material to the Company�s combined and consolidated results of operations. Therefore, pro forma information has not been
presented.

4. Purchase of Noncontrolling Interest

On September 30, 2011, the Company acquired the entire 19% ownership interest in the partnership that owns the Indiana Harbor cokemaking
facility held by an affiliate of GE Capital for $34.0 million. As a result of this transaction, the Company now holds an 85% interest in the
partnership. The remaining 15% interest in the partnership is owned by an affiliate of DTE Energy Company.

The Company accounted for the increase in ownership as an equity transaction and resulted in a $22.3 million decrease in noncontrolling interest
and a $7.2 million decrease in additional paid-in capital, net of income taxes. Direct costs of $0.2 million related to the increase in ownership
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5. Related Party Transactions

The related party transactions with Sunoco and its affiliates are described below.

Advances from/to Affiliate

Sunoco, Inc. (R&M), a wholly owned subsidiary of Sunoco, served as a lender and borrower of funds and a clearinghouse for the settlement of
receivables and payables for the Company and Sunoco and its affiliates. Amounts due to Sunoco, Inc. (R&M) for the settlement of payables,
which included advances to fund capital expenditures, amounted to $864.3 million at December 31, 2010. Interest on such advances is based on
short-term money market rates. The weighted-average annual interest rates used to determine interest expense for these amounts due were 1.4
percent for the first nine months of 2011 and 2010. As described in Note 9, on July 26, 2011, proceeds from debt issuances were used to repay
$575 million of the advances from affiliate, and the remaining balance was treated as a contribution from Sunoco and capitalized to net parent
investment.

Indiana Harbor had a $30.0 million revolving credit agreement with Sunoco, Inc. (R&M) (the �Indiana Harbor Revolver�), which was terminated
in conjunction with the Separation. Borrowings amounted to $24.2 million at December 31, 2010. The interest rates for advances under the
Indiana Harbor Revolver were based on the one-month London Inter-Bank Offered Rate, as quoted by Bloomberg, L.P., plus 1 percent (1.26
percent at December 31, 2010).

Interest income on advances to affiliate generated by the investment of idle funds under the clearinghouse activities described above is included
in interest income�affiliate in the combined and consolidated statements of income and totaled $0 million and $0.6 million for the third quarter of
2011 and 2010, respectively, and $0.5 million and $1.4 million for the first nine months of 2011 and 2010, respectively. Interest paid to affiliates
under the above borrowing arrangements is classified as interest cost�affiliate in the combined and consolidated statements of income and totaled
$0.3 million and $1.3 million for the third quarter of 2011 and 2010, respectively, and $3.6 million and $4.4 million for the first nine months of
2011 and 2010, respectively.

Receivables/Payable from/to Affiliate

During 2002, in connection with an investment in the partnership by a third-party investor, Indiana Harbor loaned $200.0 million of excess cash
to The Claymont Investment Company (�Claymont�), a then wholly owned subsidiary of Sunoco. The loan was evidenced by a note with an
interest rate of 7.44 percent per annum. Interest income related to the note, which was paid quarterly, is included in interest income�affiliate in the
combined and consolidated statements of income and amounted to $0.7 million and $3.8 million for the third quarter of 2011 and 2010,
respectively, and $8.0 million and $11.1 million for the first nine months of 2011 and 2010, respectively.

In 2000, in connection with an investment in the partnership by a third-party investor, Jewell loaned $89.0 million of excess cash to Claymont.
The loan was evidenced by a note with an interest rate of 8.24 percent per annum. Interest income related to the note, which was paid annually,
is included in interest income�affiliate in the combined and consolidated statements of income and amounted to $0.4 million and $1.8 million for
the third quarter of 2011 and 2010, respectively, and $4.0 million and $5.5 million for the first nine months of 2011 and 2010, respectively.

In connection with the Separation, Sunoco contributed Claymont to SunCoke Energy primarily to transfer certain intercompany receivables from
and intercompany payables to SunCoke Energy, including the notes payable to Indiana Harbor and Jewell. Accordingly, these notes receivable
are now receivables and payables of SunCoke Energy�s subsidiaries and the balances and related interest income are now eliminated in
consolidation.

The Company had a non-interest bearing payable to affiliate totaling $55.8 million at December 31, 2010. This intercompany balance
represented the difference between the taxes allocated to the Company by Sunoco under a tax-sharing arrangement and the taxes recognized by
the Company on a separate-return basis as reflected in the combined financial statements. In connection with the Separation, the payable to
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affiliate at the Separation Date was capitalized to net parent investment as discussed in the Net Parent Investment/SunCoke Energy, Inc.
Stockholders� Equity section below.

Sales to Affiliate

The flue gas produced during the Haverhill cokemaking process is being utilized to generate low-pressure steam, which is being sold to the
adjacent chemical manufacturing complex owned and operated by Sunoco�s Chemicals business. In the third quarter of 2011, Sunoco entered
into an agreement to sell this facility to Goradia Capital LLC (�Goradia�). Under this agreement, Goradia would assume Sunoco�s obligations
under the agreement. Such steam sales totaled $2.2 million and $2.6 million for the third quarter of 2011 and 2010, respectively, and $7.0
million and $6.8 million for the first nine months of 2011 and 2010, respectively.
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Allocated Expenses

Prior to the Separation, amounts were allocated from subsidiaries of Sunoco for employee benefit costs of certain executives of the Company as
well as for the cost associated with the participation of such executives in Sunoco�s principal management incentive plans. The employee benefit
costs were allocated as a percentage of the executives� actual pay, while the incentive plan costs represented the actual costs associated to the
executives. Indirect corporate overhead attributable to the operations of the Company was also allocated from Sunoco. These overhead expenses
incurred by Sunoco include costs of centralized corporate functions such as legal, accounting, tax, treasury, engineering, information technology,
insurance and other corporate services. The allocation methods for these costs include estimates of the costs and level of support attributable to
SunCoke for legal, accounting, tax, treasury, and engineering, usage and headcount for information technology and prior years� claims
information and historical cost of insured assets for insurance.

Concurrent with the Separation, SunCoke Energy entered into a transition services agreement with Sunoco. Under this agreement, Sunoco
provides certain services, the use of facilities and other assistance on a transitional basis to SunCoke Energy for fees which approximate Sunoco�s
cost of providing these services (Note 2).

The above allocations and transition services fee are included in cost of products sold and operating expenses and selling, general and
administrative expenses in the combined and consolidated statements of income and totaled $1.9 million and $1.7 million in the third quarter of
2011 and 2010, respectively, and $5.8 million and $5.2 million for the first nine months of 2011 and 2010, respectively.

Net Parent Investment/SunCoke Energy, Inc. Stockholders� Equity

Prior to the contribution of the cokemaking and coal mining operations to SunCoke Energy, the net parent investment represented Sunoco�s
equity investment in the Company and reflected capital contributions and returns of capital, net income attributable to Sunoco�s ownership and
accumulated other comprehensive income (loss), which was all attributable to Sunoco�s ownership.

In connection with the Separation, Sunoco made a capital contribution to SunCoke Energy under the terms of the Separation and Distribution
Agreement which eliminated certain assets and obligations of SunCoke Energy previously reflected in its combined balance sheet. The
following summarizes the impact on SunCoke Energy�s combined balance sheet:

Increase (decrease) in capital contribution (dollars in thousands):

Interest receivable from affiliate $ 4,732
Notes receivable from affiliate 289,000
Advances from affiliate (487,323) 
Payable to affiliate (61,092) 
Deferred income taxes (Note 6) 98,141

Net capital contribution from Sunoco $ 156,542

In connection with the contribution of assets for shares of SunCoke Energy common stock, the appropriate components of the total net parent
investment were capitalized to stockholders� equity.

During the third quarter of 2010, certain entities which are part of the Company made noncash distributions comprised of $535.5 million of
amounts receivable from Sunoco, Inc. (R&M) as a distribution of prior years� earnings of such subsidiaries to Sunoco. The receivables, which
had been offset against amounts due to Sunoco, Inc. (R&M) in the combined balance sheet, were established by prior cash deposits to Sunoco,
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Inc. (R&M) resulting primarily from the subsidiaries� earnings. This transaction was treated as a noncash increase in advances from affiliate and
a decrease in net parent investment. Accordingly, it is not reflected in the combined statement of cash flows for the nine months ended
September 30, 2010.

Guarantees and Indemnifications

For a discussion of certain guarantees that Sunoco, Inc. is providing to the current and former third-party investors of the Indiana Harbor
cokemaking operations and the former third-party investors of the Jewell cokemaking facility on behalf of the Company, see Note 10.
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Agreements Entered Into in Connection with the Separation and the IPO

See Note 2 for a discussion of certain agreements SunCoke Energy entered into with Sunoco in connection with the Separation and the IPO.

6. Income Taxes

The Company and certain subsidiaries of Sunoco are included in the consolidated federal and certain consolidated, combined or unitary state
income tax returns filed by Sunoco. However, the provisions for income taxes included in the combined and consolidated statements of income
have been determined on a theoretical separate-return basis. Prior to the Separation Date, any current federal and state income tax amounts were
settled with Sunoco under a previous tax-sharing arrangement. Also under this previous arrangement, net operating losses and tax credit
carryforwards generated on a separate-return basis could be used to offset future taxable income determined on a similar basis. Such benefits
were reflected in the Company�s deferred tax assets notwithstanding the fact that such losses and credits may actually have been realized on
Sunoco�s consolidated income tax returns.

On the Separation Date, SunCoke Energy and Sunoco entered into new a tax sharing agreement that governs the parties� respective rights,
responsibilities and obligations with respect to tax liabilities and benefits, tax attributes, the preparation and filing of tax returns, the control of
audits and other tax proceedings and other matters regarding taxes. In general, under the tax sharing agreement:

� With respect to any periods ending at or prior to the Distribution, SunCoke Energy is responsible for any U.S. federal income taxes and
any U.S. state or local income taxes reportable on a consolidated, combined or unitary return, in each case, as would be applicable to
SunCoke Energy as if it filed tax returns on a standalone basis. With respect to any periods beginning after the Distribution, SunCoke
Energy will be responsible for any U.S. federal, state or local income taxes of it or any of its subsidiaries.

� Sunoco is responsible for any income taxes reportable on returns that include only Sunoco and its subsidiaries (excluding SunCoke Energy
and its subsidiaries), and SunCoke Energy is responsible for any income taxes filed on returns that include only it and its subsidiaries.

� Sunoco is responsible for any non-income taxes reportable on returns that include only Sunoco and its subsidiaries (excluding SunCoke
Energy and its subsidiaries), and SunCoke Energy is responsible for any non-income taxes filed on returns that include only it and its
subsidiaries.

SunCoke Energy is generally not entitled to receive payment from Sunoco in respect of any of SunCoke Energy�s tax attributes or tax benefits or
any reduction of taxes of Sunoco. Moreover, Sunoco is generally entitled to refunds of income taxes with respect to periods ending at or prior to
the Distribution. If SunCoke Energy realizes any refund, credit or other reduction in otherwise required tax payments in any period beginning
after the Distribution as a result of an audit adjustment resulting in taxes for which Sunoco would otherwise be responsible, then, subject to
certain exceptions, SunCoke Energy must pay Sunoco the amount of any such taxes for which Sunoco would otherwise be responsible. Further,
if any taxes result to Sunoco as a result of a reduction in SunCoke Energy�s tax attributes for a period ending at or prior to the Distribution
pursuant to an audit adjustment (relative to the amount of such tax attribute reflected on Sunoco�s tax return as originally filed), then, subject to
certain exceptions, SunCoke Energy is generally responsible to pay Sunoco the amount of any such taxes.

SunCoke Energy has also agreed to certain restrictions that are intended to preserve the tax-free status of the contribution and the Distribution.
These covenants include restrictions on SunCoke Energy�s issuance or sale of stock or other securities (including securities convertible into our
stock but excluding certain compensatory arrangements), and sales of assets outside the ordinary course of business and entering into any other
corporate transaction which would cause SunCoke Energy to undergo a 50 percent or greater change in its stock ownership.
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SunCoke Energy has generally agreed to indemnify Sunoco and its affiliates against any and all tax-related liabilities incurred by them relating
to the contribution or the Distribution to the extent caused by an acquisition of SunCoke Energy�s stock or assets, or other of its actions. This
indemnification applies even if Sunoco has permitted SunCoke Energy to take an action that would otherwise have been prohibited under the
tax-related covenants as described above.
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Under the new tax sharing agreement, certain deferred tax benefits attributable to tax loss and credit carry forwards and other deferred tax assets
which had been reflected in SunCoke Energy�s balance sheets prior to the Separation Date on a standalone basis will no longer be realizable by
SunCoke Energy. Accordingly, deferred tax benefits totaling $98.1 million were eliminated from the deferred income tax balance with a
corresponding reduction in the net capital contribution from Sunoco recorded by SunCoke Energy in connection with the contribution of
Sunoco�s cokemaking and coal mining operations to SunCoke Energy.

The following table sets forth the deferred income tax benefits which were removed from SunCoke Energy�s deferred income tax balance (dollars
in thousands):

Nonconventional fuel credit carryforward $ 54,198
Gasification investment tax credit carryforward 40,663
Federal tax credit carryforward 2,694
State tax credit carryforward, net of federal income tax effects 586

$ 98,141

SunCoke Energy�s tax provisions continue to be determined on a theoretical separate-return basis subsequent to the effectiveness of the new tax
sharing agreement. To the extent any tax assets or liabilities computed on this basis differ from amounts actually payable or realizable under the
provisions of the new tax sharing agreement, adjustments to the tax assets and liabilities will be reflected as a dividend to or capital contribution
from Sunoco when such amounts have been effectively settled under the terms of the tax sharing agreement. SunCoke Energy�s tax provisions
continue to be determined on a theoretical separate-return basis subsequent to the effectiveness of the new tax sharing agreement. To the extent
any tax assets or liabilities computed on this basis differ from amounts actually payable or realizable under the provisions of the new tax sharing
agreement, adjustments to the tax assets and liabilities will be reflected as a dividend to or capital contribution from Sunoco when such amounts
have been effectively settled under the terms of the tax sharing agreement. As of September 30, 2011, SunCoke Energy estimates that there are
approximately $112.0 million in deferred tax benefits that may not be realized by SunCoke Energy. These benefits will continue to be reflected
in SunCoke Energy�s balance sheet until it is determined pursuant to the terms of the tax sharing agreement that such benefits are not subject to
allocation to SunCoke Energy and hence will not be realizable in its standalone tax filings.

The reconciliation of the income tax expense at the U.S. statutory rate to the income tax expense is as follows:

Three Months Ended
September 30

Nine Months Ended
September 30

2011 2010 2011 2010
(Dollars in thousands)

Income tax expense at U.S. statutory rate of 35 percent $ 9,382 $ 18,701 $ 21,516 $ 60,374
Increase (reduction) in income taxes resulting from:
Loss (income) attributable to noncontrolling interests(1) (1,180) (1,223) 429 (3,663) 
Nonconventional fuel credit (7,187) (5,142) (13,689) (16,685) 
State and other income taxes, net of federal income tax effects 3,876 1,030 1,804 3,341
Percentage depletion (1,123) �  (1,692) �  
Manufacturers� deduction 1,375 (1,053) 2,699 (2,678) 
Other (70) 177 (974) 577
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$ 5,073 $ 12,490 $ 10,093 $ 41,266

(1) No income tax expense (benefit) is reflected in the combined and consolidated statements of income for partnership income (loss)
attributable to noncontrolling interests.

12

Edgar Filing: SunCoke Energy, Inc. - Form 10-Q

Table of Contents 27



Table of Contents

SunCoke Energy, Inc.

Notes to Combined and Consolidated Financial Statements

(Unaudited)

7. Inventories

The Company�s inventory consists of metallurgical coal, which is the principal raw material for the Company�s cokemaking operations, and coke,
which is the finished good sold by the Company to its customers, and materials, supplies and other.

These components of inventories were as follows:

September 30,
2011

December 31,
2010

(Dollars in thousands)
Coal $ 148,322 $ 68,659
Coke 9,184 13,152
Materials, supplies and other 28,701 24,799
Consigned coke inventory 36,229 �  

$ 222,436 $ 106,610

The increase in coal inventory at September 30, 2011 was due in part to a $12.5 million increase related to the start-up of Middletown operations
and a $62.7 million increase in the Other Domestic Coke segment. Approximately $50 million of the increase in Other Domestic Coke inventory
was due to higher coal inventory volumes with the remainder of the increase due to coal price increases. The increase in coal inventory volumes
is a result of make-up purchases made in the third quarter of 2011 in response to force majeure events from multiple coal suppliers experienced
in the first and second quarters of 2011.

During the first quarter of 2011, the Company estimated that Indiana Harbor would fall short of its 2011 annual minimum coke production
requirements by approximately 122,000 tons. To meet this anticipated volume shortfall, the Company entered into agreements to procure the
coke from third parties. However, the coke prices in the purchase agreements exceeded the sales price in the Company�s contract with
ArcelorMittal. This resulted in an estimated loss on firm purchase commitments of $18.5 million ($12.2 million attributable to net parent
investment and $6.3 million attributable to noncontrolling interests), which was recorded during the first quarter of 2011. The Company
procured approximately 133,000 tons of coke under the third party agreements. In the second quarter of 2011, the Company sold 38,000 tons to
ArcelorMittal.

Operational improvements at Indiana Harbor resulting from recent maintenance and repairs at this facility have increased production since the
first quarter and the Company now anticipates coke production at Indiana Harbor will be sufficient to meet its contractual requirements with
ArcelorMittal. In the second quarter, the Company recorded a lower of cost or market adjustment of $1.2 million ($0.8 million attributable to net
parent investment and $0.4 million attributable to noncontrolling interests) on the purchased coke. In the third quarter of 2011, the Company
entered into an agreement to sell approximately 95,000 tons of such coke to a customer on a consignment basis that will expire on the earlier of
July 31, 2012 or full consumption of, and payment for, the coke. If, after July 31, 2012, the customer has not consumed all of the consigned
coke, the Company will remove any of the remaining coke from the customer�s facility and will be entitled to collect a commitment removal fee.

8. Retirement Benefits Plans

Defined Benefit Pension Plan and Postretirement Health Care and Life Insurance Plans

The Company has a noncontributory defined benefit pension plan (�defined benefit plan�), which provides retirement benefits for certain of its
employees. The Company also has plans which provide health care and life insurance benefits for all of its retirees (�postretirement benefit
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plans�). The postretirement benefit plans are unfunded and the costs are borne by the Company.

Effective January 1, 2011, pension benefits under the Company�s defined benefit plan were frozen for all participants in this plan. The Company
also amended its postretirement benefit plans during the first quarter of 2010. Postretirement medical benefits for its future retirees were phased
out or eliminated, effective January 1, 2011, for non-mining employees with less than ten years of service and employer costs for all those still
eligible for such benefits were capped. As a result of these changes to its postretirement benefit plans, the Company�s postretirement benefit
liability declined $36.7 million during 2010. Most of the benefit of this liability reduction is being amortized into income through 2016. The
Company�s pension plan assets are currently invested in a trust with the assets of other pension plans of Sunoco and shall be separated from the
Sunoco trust no later than the distribution date, as defined by the Separation and Distribution Agreement described in Note 2. Upon separation of
the SunCoke Energy plan assets from the Sunoco trust, such assets shall be transferred to a newly formed trust or funding arrangements
established for such plan in accordance with the directions of the applicable plan sponsor or fiduciary.
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Defined benefit plan (benefit) expense consisted of the following components:

Three Months  Ended
September 30

Nine Months Ended
September 30

2011 2010 2011 2010
(Dollars in thousands) (Dollars in thousands)

Service cost $ �  $ 125 $ �  $ 375
Interest cost on benefit obligations 374 399 1,122 1,197
Expected return on plan assets (605) (551) (1,815) (1,653) 
Amortization of actuarial losses 142 164 426 492

$ (89) $ 137 $ (267) $ 411

Postretirement benefit plans (benefit) expense consisted of the following components:

Three Months Ended
September 30

Nine Months Ended
September 30

2011 2010 2011 2010
(Dollars in thousands) (Dollars in thousands)

Service cost $ 85 $ 92 $ 255 $ 615
Interest cost on benefit obligations 517 648 1,551 2,443
Amortization of:
Actuarial losses 340 592 1,020 1,465
Prior service benefit (1,404) (1,490) (4,212) (3,262) 
Curtailment gain �  �  �  (724) 

$ (462) $ (158) $ (1,386) $ 537

9. Debt

Credit Facilities

On July 26, 2011, SunCoke Energy entered into a Credit Agreement which provides for a seven-year term loan in a principal amount of $300
million (the �Term Loan�), repayable in equal quarterly installments at a rate of 1.00% of the original principal amount per year, with the balance
payable on the final maturity date. SunCoke Energy has $299.3 million outstanding under the Term Loan as of September 30, 2011. The
proceeds from the Term Loan were used to repay certain intercompany indebtedness to Sunoco, to pay related fees and expenses and for general
corporate purposes.

The Credit Agreement also provides for a five-year $150 million revolving facility (the �Revolving Facility�). The proceeds of any loans made
under the Revolving Facility can be used to finance capital expenditures, acquisitions, working capital needs and for other general corporate
purposes. Additionally, the Credit Agreement provides for up to $75.0 million in uncommitted incremental facilities (the �Incremental Facilities�)
that are available subject to the satisfaction of certain conditions. SunCoke Energy does not have any outstanding borrowings under the
Revolving Facility as of September 30, 2011.
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Borrowings under the Credit Agreement bear interest, at SunCoke Energy�s option, at either (i) base rate plus an applicable margin or (ii) the
greater of 1.00% or LIBOR plus an applicable margin. The applicable margin on the Term Loan is (i) in the case of base rate loans, 2.00% per
annum and (ii) in the case of LIBOR loans, 3.00% per annum. The applicable margin on loans made under the Revolving Facility is determined
by reference to a consolidated leverage ratio based pricing grid. The weighted-average interest rate for borrowings outstanding under the Credit
Agreement during the third quarter of 2011 was 4.29 percent.

The Credit Agreement contains certain covenants, restrictions and events of default including, but not limited to, maintaining a maximum
consolidated leverage ratio and a minimum consolidated interest coverage ratio and limitations on the ability of the Company and certain of the
Company�s subsidiaries to (i) incur indebtedness, (ii) pay dividends or make other distributions, (iii) prepay, redeem or repurchase certain debt,
(iv) make loans and investments, (v) sell assets, (vi) incur liens, (vii) enter into transactions with affiliates and (viii) consolidate or merge. In
addition, under certain circumstances, the Term Loan is subject to mandatory principal prepayments.

14
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The obligations under the Credit Agreement are guaranteed by certain of the Company�s subsidiaries and secured by liens on substantially all of
the Company�s and the guarantors� assets pursuant to a Guarantee and Collateral Agreement, dated as of July 26, 2011, among the Company, the
subsidiaries of the Company party thereto and JPMorgan Chase Bank, N.A, as administrative agent.

Senior Notes

On July 26, 2011, SunCoke Energy issued $400 million aggregate principal of senior notes (the �Notes�) in a private placement. The Notes bear
interest at a rate of 7.625% per annum and will mature in 2019 with all principal paid at maturity. Interest on the Notes is payable semi-annually
in cash in arrears on August 1 and February 1 of each year, commencing on February 1, 2012. The proceeds from the Notes were used to repay
certain intercompany indebtedness to Sunoco, to pay related fees and expenses and for general corporate purposes.

The Notes offered in the United States to qualified institutional buyers in reliance on Rule 144A under the Securities Act, and outside the United
States to non-U.S. persons in reliance on Regulation S under the Securities Act.

The Notes are the Company�s senior unsecured obligations, and are guaranteed on a senior unsecured basis by each of the Company�s existing and
future subsidiaries that guarantees the Company�s credit facilities (collectively, the �Notes Guarantors�). The Company may redeem some or all of
the Notes prior to August 1, 2014 by paying a �make-whole� premium. The Company also may redeem some or all of the Notes on or after
August 1, 2014 at specified redemption prices. In addition, prior to August 1, 2014, the Company may redeem up to 35% of the Notes using the
proceeds of certain equity offerings.

The Company is obligated to offer to purchase the Notes at a price of (a) 101% of their principal amount, together with accrued and unpaid
interest, if any, to the date of purchase, upon the occurrence of certain change of control events and (b) 100% of their principal amount, together
with accrued and unpaid interest, if any, to the date of purchase, with the proceeds from certain asset dispositions. These restrictions and
prohibitions are subject to certain qualifications and exceptions set forth in the Indenture, including without limitation, reinvestment rights with
respect to the proceeds of asset dispositions.

The Indenture contains covenants that, among other things, limit the Company�s ability and the ability of certain of the Company�s subsidiaries to
(i) incur indebtedness, (ii) pay dividends or make other distributions, (iii) prepay, redeem or repurchase certain debt, (iv) make loans and
investments, (v) sell assets, (vi) incur liens, (vii) enter into transactions with affiliates and (viii) consolidate or merge. These covenants are
subject to a number of exceptions and qualifications set forth in the Indenture.

The Company recorded the Notes and the Term Loan on the consolidated balance sheet of $698.5 million, which is net of a debt discount of $1.5
million. In addition, the Company recorded $18.9 million of deferred financing fees related to the issuance of the Notes and Credit Facilities.

Interest Rate Swaps

Effective on August 15, 2011, the Company entered into interest rate swap agreements with an aggregate notional amount of $125.0 million. See
Note 15 for further information on the interest rate swaps.
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10. Commitments and Contingent Liabilities

The Company is subject to indemnity agreements with current and former third-party investors of Indiana Harbor and Jewell related to certain
tax benefits that they earned as limited partners. Based on the partnership's statute of limitations, as well as published filings of the limited
partners, the Company believes that tax audits for years 2006 and 2007, relating to tax credits of approximately $53 million, may be still open
for the limited partners and subject to examination. As of September 30, 2011, the Company has not been notified by the limited partners that
any items subject to the indemnification are under examination and further believes that the potential for any claims under the indemnity
agreements is remote. Sunoco, Inc. also guarantees SunCoke Energy�s performance under the indemnification to the current third party investor
of Indiana Harbor and the former investor at Jewell. On September 30, 2011, concurrent with SunCoke Energy�s purchase of the 19 percent
ownership interest from one of the Indiana Harbor limited partners, Sunoco, Inc. was released of its guarantee to the former Indiana Harbor
partner of SunCoke Energy�s performance under this indemnification. SunCoke Energy has assumed this guarantee.

On March 24, 2011, the Company received a demand notice from the United States Environmental Protection Agency (�EPA�) assessing a civil
penalty for alleged Clean Air Act violations at the Haverhill, Ohio and Granite City, Illinois plants. At this stage, negotiations are ongoing and
the Company is unable to estimate a range of reasonably possible loss. The Company does not believe any probable loss would be material to its
cash flows, financial position or results of operations.

The Company is a party to certain other pending and threatened claims. Although the ultimate outcome of these claims cannot be ascertained at
this time, it is reasonably possible that some portion of these claims could be resolved unfavorably to the Company. Management of the
Company believes that any liability which may arise from claims would not be material in relation to the combined and consolidated financial
position, results of operations or cash flow of the Company at September 30, 2011.

11. Restructuring

In 2010, in connection with the Separation, the Company announced the relocation of its corporate headquarters from Knoxville, Tennessee to
Lisle, Illinois, which was completed during the second quarter of 2011 and resulted in a termination of employees eligible for severance benefits
upon such termination. The Company incurred pre-tax restructuring expenditures of $7.3 million in the first nine months of 2011. These charges
consist of employee-related costs, primarily related to relocation, and lease terminations and asset write-offs.

The following table presents aggregate restructuring charges related to the relocation:

Employee-

Related
Costs

Asset
Write-offs

Lease
Terminations Total

(Dollars in thousands)
Year ended December 31, 2010 $ 155 $ 279 $ �  $ 434
Three months ended March 31, 2011 1,378 279 �  1,657
Three months ended June 30, 2011 1,766 326 1,914 4,006
Three months ended September 30, 2011 1,621 �  34 1,655

Charges recorded through September 30, 2011 $ 4,920 $ 884 $ 1,948 $ 7,752

The total amount of restructuring charges, including those recorded as set forth in the table above, are expected to be approximately $8 million
for employee-related costs primarily related to relocation and approximately $2 million of lease terminations. Employee-related costs and lease
terminations are included in selling, general and administrative expenses. Asset write-offs are included in depreciation expense.
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The following table presents accrued restructuring and related activity as of and for the nine months ended September 30, 2011 related to the
relocation:

Employee-

Related
Costs

Lease
Terminations Total

(Dollars in thousands)
Balance at December 31, 2010 $ 155 $ �  $ 155
Charges 4,765 1,948 6,713
Cash payments 4,890 92 4,982

Balance at September 30, 2011 $ 30 $ 1,856 $ 1,886

12. Comprehensive Income

The following table sets forth the components comprehensive income:

Three Months Ended
September 30

Nine Months Ended
September 30

2011 2010 2011 2010
(Dollars in thousands)

Net income $ 21,732 $ 40,940 $ 51,380 $ 131,229
Other comprehensive income (loss):
Retirement benefit plans funded status adjustment (617) (458) (1,712) 19,457
Currency translation adjustment (1,847) 495 (1,274) 283
Less: Comprehensive income/(loss) attributable to noncontrolling interest 3,372 3,494 (1,226) 10,466

Comprehensive income attributable to SunCoke Energy, Inc. / net parent
investment. $ 15,896 $ 37,483 $ 49,620 $ 140,503

Impact of Purchase of Noncontrolling Interests on Equity Attributable to SunCoke Energy

The purchase of an additional 19% ownership interest in the partnership that owns the Indiana Harbor cokemaking facility during the third
quarter of 2011 decreased equity attributable to SunCoke Energy by $7.2 million, net of $4.7 million in deferred taxes, for the third quarter and
first nine months of 2011 (Note 2).

13. Share-Based Compensation

Effective July 13, 2011, SunCoke Energy�s Board of Directors approved the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan
(�SunCoke LTPEP�). The SunCoke LTPEP provides for the grant of equity-based rewards including stock options and share units, or restricted
stock, to the Company�s directors, officers, and other employees, advisors, and consultants who are selected by the plan committee for
participation in the SunCoke LTPEP. The plan authorizes the issuance of up to 6,000,000 shares of SunCoke Energy common stock pursuant to
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new awards under the SunCoke LTPEP.

The Company measures the cost of employee services in exchange for an award of equity instruments based on the grant-date fair value of the
award. The total cost is reduced for estimated forfeitures over the awards� vesting period and the cost is recognized over the requisite service
period. Forfeiture estimates are reviewed on an annual basis.

Stock Options

During the three months ended September 30, 2011, the Company granted stock options to certain employees to acquire 1,533,944 shares of
common stock. The stock options have a ten-year term and a $17.25 per share weighted average exercise price, which was equal to the average
of the high and low prices of SunCoke Energy common stock on the dates of grant. Approximately 1,349,240 stock options will vest in three
equal annual installments on the first, second and third anniversaries of the dates of grant (in each case subject to continued employment through
the applicable vesting date). Additionally, the Company issued 184,704 options that will vest in three equal annual installments beginning
September 1, 2013. All awards vest immediately upon a change in control as defined by the SunCoke LTPEP.

17

Edgar Filing: SunCoke Energy, Inc. - Form 10-Q

Table of Contents 36



Table of Contents

SunCoke Energy, Inc.

Notes to Combined and Consolidated Financial Statements

(Unaudited)

The Company calculates the value of each employee stock option, estimated on the date of grant, using the Black-Scholes option pricing model.
The weighted-average fair value of employee stock options granted during the nine months ended September 30, 2011 was $6.93 using the
following weighted-average assumptions:

Nine Months 
Ended

September 30
2011

Risk Free Interest Rate 1.54% 
Expected Term 5 years
Volatility 44% 
Dividend Yield �  % 
Weighted-Average Exercise Price $ 17.25

The Company uses the average implied volatility of a peer group (comprised of related industries, including steel, steel suppliers, industrial gas
and coal) coupled with the implied volatility of the S&P 500. Since the Company does not have a stand-alone trading history or a direct peer
group it believes this approach provides a reasonable implied volatility.

The risk-free interest rate assumption is based on the U.S. Treasury yield curve at the date of grant for periods which approximates the expected
life of the option. The dividend yield assumption is based on the Company�s future expectation of dividend payouts. The expected life of
employee options represents the average contractual term adjusted by the average vesting period of each option tranche. The Company estimated
a zero forfeiture rate to the option fair values calculated by the Black-Scholes option pricing model. This estimated forfeiture rate may be revised
in subsequent periods if the actual forfeiture rate differs.

As of September 30, 2011, the Company had 1,454,651 stock options outstanding; 79,293 options were cancelled during the period. The
Company recognized $0.6 million in compensation expense during the three months ended September 30, 2011 related to stock options. As of
September 30, 2011, there was $9.5 million of total unrecognized compensation cost related to nonvested stock options. This compensation cost
is expected to be recognized over the next 3.0 years.

Restricted Stock Units

During the three months ended September 30, 2011, the Company issued a total of 286,422 restricted stock units (RSU) to certain employees for
shares of the Company�s common stock. Approximately 144,069 RSUs will vest as follows: (1) 50% of each RSU award generally will vest in
three equal annual installments, on the first, second and third anniversaries of the date of grant and (2) the remaining 50% of each RSU award
will vest on the fourth anniversary of the date of grant (in each case subject to continued employment through the applicable vesting date). The
Company issued 112,941 RSUs that will vest in three equal annual installments beginning on September 1, 2013. The Company also issued
29,412 RSUs that vest in 12 months. All awards vest immediately upon a change in control as defined by the SunCoke LTPEP.

As of September 30, 2011, the Company had 272,800 RSUs outstanding; 13,542 RSUs were cancelled during the period. The Company
recognized $0.3 million in compensation expense during the three months ended September 30, 2011 related to RSUs. As of September 30,
2011, there was $4.4 million of total unrecognized compensation cost related to nonvested RSUs. This compensation cost is expected to be
recognized over the next 3.1 years.

14. Earnings Per Share Data
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The weighted average number of common shares outstanding for all periods presented includes 70.0 million shares of common stock owned by
Sunoco on the Separation Date as a result of its contribution of the assets of its cokemaking and coal mining operations to SunCoke Energy and
related capitalization. For the three�month and nine-month periods ended September 30, 2011, diluted earnings per share is calculated to give
effect to share-based compensation awards granted in connection with the IPO, using the treasury stock method. There is no difference between
basic and diluted earnings per share for the 2011 or 2010 periods presented, since there were no dilutive securities outstanding during these
periods.
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The following table sets forth the reconciliation of the weighted-average number of common shares used to compute basic earnings per share
(�EPS�) to those used to compute diluted EPS:

Three Months 
Ended

September 30
Nine Months  Ended

September 30
2011 2010 2011 2010

(Shares in thousands)
Weighted-average number of common shares outstanding-basic 70,000 70,000 70,000 70,000
Add effect of dilutive share-based compensation awards �  �  �  �  

Weighted-average number of shares-diluted 70,000 70,000 70,000 70,000

15. Fair Value Measurements

The Company measures certain financial and non-financial assets and liabilities at fair value on a recurring basis. Fair value is defined as the
price that would be received to sell an asset or paid to transfer a liability in the principal or most advantageous market in an orderly transaction
between market participants on the measurement date. Fair value disclosures are reflected in a three-level hierarchy, maximizing the use of
observable inputs and minimizing the use of unobservable inputs.

The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability on the measurement date. The three
levels are defined as follows:

� Level 1 � inputs to the valuation methodology are quoted prices (unadjusted) for an identical asset or liability in an active market.

� Level 2 � inputs to the valuation methodology include quoted prices for a similar asset or liability in an active market or model-derived
valuations in which all significant inputs are observable for substantially the full term of the asset or liability.

� Level 3 � inputs to the valuation methodology are unobservable and significant to the fair value measurement of the asset or liability.

� Financial Assets and Liabilities Measured at Fair Value on a Recurring Basis
Certain assets and liabilities are measured at fair value on a recurring basis. The Company�s cash equivalents, which amounted to $102.4 million
and $37.8 million at September 30, 2011 and December 31, 2010, respectively, were measured at fair value based on quoted prices in active
markets for identical assets. These inputs are classified as Level 1 within the valuation hierarchy.

The Company utilizes interest rate swaps to manage the risk associated with changing interest rates and accounts for them under ASC 815 �
Derivatives and Hedging, which requires all derivatives to be marked to market (fair value). The Company does not purchase or hold any
derivatives for trading purposes. Effective August 15, 2011, the Company entered into interest rate swap agreements with an aggregate notional
amount of $125.0 million. These agreements expire in three years. Under the interest rate swap agreements, the Company will pay a weighted
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average fixed rate of 1.314 percent in exchange for receiving floating rate payments based on the greater of 1.0 percent or three-month LIBOR.
The Company did not elect hedge accounting treatment for these interest rate swaps and, therefore, the changes in the fair value of the interest
rate swap agreements are recorded in the results of operations. The counterparties of the interest rate swap agreements are large financial
institutions which the Company believes are of high quality creditworthiness. While the Company may be exposed to potential losses due to the
credit risk of nonperformance by these counterparties, such losses are not anticipated.

The fair value of the swap agreement at September 30, 2011 was a liability of approximately $0.3 million. The mark to market impact of the
swap arrangement on interest expense was an increase of approximately $0.3 million in the three months and nine months ended September 30,
2011. In estimating the fair market value of interest rate swaps, the Company utilized a present value technique which discounts future cash
flows against the underlying floating rate benchmark. Derivative valuations incorporate credit risk adjustments that are necessary to reflect the
probability of default by the counterparty. These inputs are not observable in the market and are classified as Level 3 within the valuation
hierarchy.
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� Non-Financial Assets and Liabilities Measured at Fair Value on a Recurring Basis
Contingent consideration related to the HKCC acquisition (Note 3) is measured at fair value and amounted to $8.6 million at September 30,
2011. The estimated fair value is based on significant inputs that are not observable in the market, or Level 3 within the valuation hierarchy. Key
assumptions at September 30, 2011 include (a) a risk-adjusted discount rate range of 2.285 percent to 9.286 percent, which reflects the credit
spread adjustment for each period, and (b) probability adjusted production levels of HKCC operations between 300,000 and 475,000 tons per
year. The fair value adjustments to contingent consideration decreased cost of products sold by $1.9 million and $2.2 million in the three and
nine months ended September 30, 2011, respectively.

� Non-Financial Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis
Certain assets and liabilities are measured at fair value on a nonrecurring basis; that is, the assets and liabilities are not measured at fair value on
an ongoing basis, but are subject to fair value adjustments in certain circumstances (e.g., when there is evidence of impairment). At
September 30, 2011, no material fair value adjustments or fair value measurements were required for these non-financial assets or liabilities.

� Certain Financial Assets and Liabilities not Measured at Fair Value
At September 30, 2011, the estimated fair value of the Company�s long-term debt was estimated to be $679.3 million, compared to a carrying
amount of $697.8 million. The fair value was estimated by management based upon estimates of debt pricing provided by financial institutions
and are considered Level 3 inputs.

At December 31, 2010, the estimated fair value of the Company�s receivables from affiliate was $338.4 million, compared to a carrying amount
of $289.0 million on that date. The fair value of these receivables from affiliate was estimated based upon the market interest rates applicable to
Sunoco at December 31, 2010 for similar terms.
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16. Business Segment Information

The Company is an independent owner and operator of four metallurgical cokemaking facilities in the eastern and midwestern regions of the
United States and operator of a cokemaking facility for a project company in Brazil in which it has a preferred stock investment. In addition to
its cokemaking operations, the Company has metallurgical coal mining operations in the eastern United States. The Company�s cokemaking
operations are reported as three segments: Jewell Coke, Other Domestic Coke and International Coke. The Jewell Coke segment consists of the
operations of the Company�s cokemaking facilities in Vansant, VA. The Indiana Harbor cokemaking facility located in East Chicago, IN, the
Haverhill cokemaking facility, located in Franklin Furnace, OH, and the Granite City cokemaking facility, located in Granite City, IL have been
aggregated into the Other Domestic Coke segment. Each of these facilities produces metallurgical coke and recovers waste heat which is
converted to steam or electricity through a similar production process. The coke production for these facilities is sold directly to integrated steel
producers under contracts which provide for the pass-through of coal costs subject to contractual coal-to-coke yields plus an operating cost
component and fixed fee component received for each ton of coke sold. Accordingly, the Company�s management believes that the facilities in
the Other Domestic Coke segment have similar long-term economic characteristics. The International Coke segment operates a cokemaking
facility located in Vitória, Brazil for a project company. The International Coke segment also earns income from a dividend on its preferred
stock investment assuming that certain minimum production levels are achieved at the plant.

The Company�s Coal Mining segment conducts coal mining operations near the Company�s Jewell cokemaking facility, centered in Vansant, VA
with mines located in Virginia and West Virginia. Currently, a substantial portion of the coal production is sold to the Jewell Coke segment for
conversion into metallurgical coke. Some coal is also sold to the Other Domestic Coke facilities and third-parties. Intersegment coal revenues for
sales to the Jewell Coke and Other Domestic Coke segments are based on the prices that the coke customers of the Other Domestic Coke
segment have agreed to pay for the internally produced coal, which approximate the market prices for this quality of metallurgical coal. In
January 2011, the Company acquired the HKCC Companies, which include two active underground mines and one active surface and highwall
mine that are contiguous to the Company�s existing mines (Note 3), and the results of operations from the date of acquisition forward are
included in the Coal Mining segment.

Overhead expenses that can be identified with a segment have been included as deductions in determining segment income. The remainder is
included in Corporate and Other. Net financing (expense) income, which consists principally of interest income, interest expense and interest
capitalized, is also excluded from segment results. Identifiable assets are those assets that are utilized within a specific segment.

The Company recently completed a fifth U.S. cokemaking facility in Middletown, Ohio that it also owns and operates. The Middletown
cokemaking facility commenced operations in October 2011. This facility produces metallurgical coke and recovers waste heat which is
converted to steam or electricity through a similar production process. The coke production for this facility is sold directly to an integrated steel
producer under a contract which provides for the pass-through of coal costs subject to contractual coal-to-coke yields plus an operating cost
component and fixed fee component received for each ton of coke sold. The Company�s management believes that the Middletown facility has
similar long-term economic characteristics as the other facilities in the Other Domestic Coke segment and beginning in the fourth quarter of
2011 will be included in those segment results. Prior to the commencement of operations, all costs associated with Middletown were included in
Corporate and Other.
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Three Months Ended September 30, 2011
(Dollars in thousands)

Jewell
Coke

Other
Domestic
Coke

International
Coke

Coal
Mining

Corporate
and Other Combined

Sales and other operating revenue $ 71,029 $ 309,970 $ 9,412 $ 12,689 $ �  $ 403,100

Intersegment sales $ �  $ �  $ �  $ 44,450 $ �  $ �  

Operating income (loss) $ 13,075 $ 24,485 $ 1,670 $ 5,477 $ (14,622) $ 30,085
Less: operating income attributable to noncontrolling
interests �  (2,392) �  �  �  (2,392) 

Operating income (loss) attributable to SunCoke
Energy, Inc. / net parent investment $ 13,075 $ 22,093 $ 1,670 $ 5,477 $ (14,622) 27,693

Net financing expense attributable to SunCoke Energy,
Inc. / net parent investment (4,260)(1)

Pretax income attributable to SunCoke Energy, Inc. /
net parent investment 23,433
Income tax expense 5,073

Net income attributable to SunCoke Energy, Inc. / net
parent investment $ 18,360

Depreciation, depletion and amortization $ 1,211 $ 9,843 $ 57 $ 3,320 $ 321 $ 14,752

Capital expenditures $ 147 $ 4,458 $ 68 $ 8,092 $ 43,487(2) $ 56,252

Identifiable assets $ 77,735 $ 990,583 $ 52,662 $ 178,284 $ 579,930(3) $ 1,879,194

(1) After deducting $1.0 million of income attributable to noncontrolling interests.
(2) Includes $41.5 million attributable to the Middletown facility.
(3) Includes Middletown facility construction-in-progress totaling $387.6 million.

Three Months Ended September 30, 2010
(Dollars in thousands)

Jewell
Coke

Other
Domestic
Coke

International
Coke

Coal
Mining

Corporate
and Other Combined

Sales and other operating revenue $ 65,518 $ 255,399 $ 9,598 $ 113 $ �  $ 330,628

Intersegment sales $ 1,941 $ �  $ �  $ 32,511 $ �  $ �  
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Operating income (loss) $ 27,009 $ 26,932 $ 555 $ (2,664) $ (3,466) $ 48,366
Less: operating income attributable to noncontrolling
interests �  (2,474) �  �  �  (2,474) 

Operating income (loss) attributable to net parent
investment $ 27,009 $ 24,458 $ 555 $ (2,664) $ (3,466) 45,892

Net financing income attributable to net parent
investment 4,044(1)

Pretax income attributable to net parent investment 49,936
Income tax expense 12,490

Net income attributable to net parent investment $ 37,446

Depreciation, depletion and amortization $ 1,099 $ 10,714 $ 26 $ 1,965 $ 209 $ 14,013

Capital expenditures $ 644 $ 6,154 $ 634 $ 5,239 $ 57,196(2) $ 69,867

Identifiable assets $ 82,079 $ 931,318 $ 50,726 $ 71,444 $ 492,366(3) $ 1,627,933

(1) After deducting $1.0 million of income attributable to noncontrolling interests.
(2) Includes $56.9 million attributable to the Middletown facility.
(3) Includes receivables from affiliate totaling $294.5 million and Middletown facility construction-in-progress totaling $178.6 million.
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Nine Months Ended September 30, 2011
(Dollars in thousands)

Jewell
Coke

Other
Domestic
Coke

International
Coke

Coal
Mining

Corporate
and Other Combined

Sales and other operating revenue $ 197,176 $ 857,250 $ 29,085 $ 30,213 $ �  $ 1,113,724

Intersegment sales $ �  $ �  $ �  $ 129,456 $ �  $ �  

Operating income (loss) $ 42,587 $ 29,072 $ 3,394 $ 13,018 $ (32,286) $ 55,785
Less: operating loss attributable to noncontrolling
interests �  4,164 �  �  �  4,164

Operating income (loss) attributable to SunCoke
Energy, Inc. / net parent investment $ 42,587 $ 33,236 $ 3,394 $ 13,018 $ (32,286) 59,949

Net financing income attributable to SunCoke Energy,
Inc. / net parent investment 2,750(1)

Pretax income attributable to SunCoke Energy, Inc. /
net parent investment 62,699
Income tax expense 10,093

Net income attributable to SunCoke Energy, Inc. / net
parent investment $ 52,606

Depreciation, depletion and amortization $ 3,645 $ 28,094 $ 166 $ 9,219 $ 1,253 $ 42,377

Capital expenditures $ 303 $ 8,479 $ 175 $ 22,008 $ 153,252(2) 184,217

Identifiable assets $ 77,735 $ 990,583 $ 52,662 $ 178,284 $ 579,930(3) $ 1,879,194

(1) After deducting $2.9 million of income attributable to noncontrolling interests.
(2) Includes $145.4 million attributable to the Middletown facility.
(3) Includes Middletown facility construction-in-progress totaling $387.6 million.

Nine Months Ended September 30, 2010
(Dollars in thousands)

Jewell
Coke

Other
Domestic
Coke

International
Coke

Coal
Mining

Corporate
and Other Combined

Sales and other operating revenue $ 242,988 $ 736,657 $ 29,113 $ 439 $ �  $ 1,009,197

Intersegment sales $ 1,941 $ �  $ �  $ 98,962 $ �  $ �  
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Operating income (loss) $ 128,552 $ 40,715 $ 1,095 $ (1,493) $ (10,371) $ 158,498
Less: operating income attributable to noncontrolling
interests �  (7,406) �  �  �  (7,406) 

Operating income (loss) attributable to net parent
investment $ 128,552 $ 33,309 $ 1,095 $ (1,493) $ (10,371) 151,092

Net financing income attributable to net parent
investment 10,937(1)

Pretax income attributable to net parent investment 162,029
Income tax expense 41,266

Net income attributable to net parent investment $ 120,763

Depreciation, depletion and amortization $ 3,296 $ 26,349 $ 77 $ 5,677 $ 433 $ 35,832

Capital expenditures $ 741 $ 16,632 $ 688 $ 10,784 $ 106,988(2) $ 135,833

Identifiable assets $ 82,079 $ 931,318 $ 50,726 $ 71,444 $ 492,366(3) $ 1,627,933

(1) After deducting $3.1 million of income attributable to noncontrolling interests.
(2) Includes $106.1 million attributable to the Middletown facility.
(3) Includes receivables from affiliate totaling $294.5 million and Middletown facility construction-in-progress totaling $178.6 million.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

Unless the context otherwise requires, references in this report to �the Company,� �we,� �our,� �us,� or like terms, when used in a historical
context (periods prior to July 18, 2011), refer to the cokemaking and coal mining operations of Sunoco, Inc. (�Sunoco�) prior to their transfer
to SunCoke Energy, Inc. in connection with its initial public offering (�IPO�). References when used in the present tense or prospectively
(after July 18, 2011), refer to SunCoke Energy, Inc. and its subsidiaries. Those statements in this section that are not historical in nature should
be deemed forward-looking statements that are inherently uncertain. See �Important Information Regarding Forward-Looking Statements� for
a discussion of the factors that could cause actual results to differ materially from those projected in these statements.

You should read the following discussion of the financial condition and results of operations in conjunction with the historical combined
financial statements and notes thereto and the pro forma combined financial statements included in SunCoke Energy's prospectus dated
July 20, 2011, as filed with the Securities and Exchange Commission (�SEC�) on July 22, 2011. Among other things, those historical financial
statements include more detailed information regarding the basis of presentation for the following information.

Overview

Business Overview

We are the largest independent producer of high-quality metallurgical coke in the Americas, as measured by tons of coke produced each year,
and have over 45 years of coke production experience. Metallurgical coke is a principal raw material in the integrated steelmaking process. We
currently sell approximately 3.6 million tons of metallurgical coke per year to our three primary customers in the United States: ArcelorMittal,
U.S. Steel, and AK Steel. Our current coke sales are made pursuant to long-term agreements with an average remaining term of approximately 9
years. All of these coke sales agreements contain take-or-pay provisions, which require that our customers either take all of our coke production
up to a specified tonnage maximum or pay the contract price for any such coke they elect not to accept. We have designed, developed and built,
and currently own and operate four metallurgical cokemaking facilities in the United States. We recently completed a fifth U.S. cokemaking
facility in Middletown, Ohio that we also own and operate and that commenced operations in October 2011. With the completion of our
Middletown facility, we expect that our total U.S. cokemaking capacity will increase to approximately 4.2 million tons of coke per year.

We also operate a cokemaking facility in Brazil on behalf of a Brazilian subsidiary of ArcelorMittal. The Brazilian facility is the largest
cokemaking facility that we operate, producing approximately 1.7 million tons of coke per year. We earn income from the Brazilian facility
through (1) licensing and operating fees payable to us under long-term contracts with the local project company that will run through 2023,
subject, in the case of the licensing agreement, to the issuance prior to 2014 of certain patents in Brazil that have been granted in the United
States and (2) an annual preferred dividend on our preferred stock investment from the project company guaranteed by the Brazilian subsidiary
of ArcelorMittal.

The following table sets forth information concerning the cokemaking facilities we own and/or operate:

Facility Location
Year of Start

Up
Number of
Coke Ovens

Cokemaking Capacity
(thousands of

tons) Use of Waste Heat
Owned and Operated:
Jewell Vansant, Virginia 1962 142 720 Partially used for thermal coal drying
Indiana Harbor East Chicago, Indiana 1998 268 1,220 Heat for power generation
Haverhill Phase I Franklin 2005 100 550 Process steam
Phase II Furnace, Ohio 2008 100 550 Power generation
Granite City Granite City, Illinois 2009 120 650 Steam for power generation
Middletown Middletown, Ohio 2011 100 550 Power generation

Total 830 4,240

Operated:
Vitória Vitória, Brazil 2007 320 1,700 Steam for power generation

Total 1,150 5,940
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We also own and operate coal mining operations in Virginia and West Virginia that have sold an average of approximately 1.2 million tons of
mid-volatility metallurgical coal per year (including internal sales to our cokemaking operations) over the past three years. In January 2011, we
acquired metallurgical coal mining assets contiguous to our existing mining operations that will increase our annual coal production by an
additional 250,000 to 300,000 tons per year of high-volatility metallurgical coal with the potential for future production expansion.

IPO

In December 2010, Sunoco formed SunCoke Energy as a wholly-owned subsidiary. Sunoco contributed $1,000 to SunCoke Energy in exchange
for 1,000 shares of SunCoke Energy common stock. On July 18, 2011, (the �Separation Date�), Sunoco contributed the subsidiaries, assets and
liabilities that were primarily related to its cokemaking and coal mining operations to SunCoke Energy in exchange for 69,999,000 shares of
SunCoke Energy common stock. As of the Separation Date, Sunoco owned 100% of the outstanding common stock of SunCoke Energy. On
July 26, 2011, SunCoke Energy completed the IPO of 13,340,000 shares of its common stock.

Immediately following the IPO, Sunoco owned 56,660,000 shares of SunCoke Energy�s common stock, or 80.9% of the outstanding common
stock. Sunoco plans to distribute all of the shares of SunCoke Energy�s common stock it owns by means of a spin-off, which is a pro rata
distribution by Sunoco of the shares of SunCoke Energy common stock it owns to holders of Sunoco�s common stock. Sunoco expects that the
spin-off will occur no later than one year after the IPO. Sunoco�s agreement to complete the distribution is contingent on the satisfaction or
waiver of a variety of conditions. In addition, Sunoco has the right to terminate its obligations to complete the distribution if, at any time,
Sunoco�s Board of Directors determines, in its sole discretion, that the distribution is not in the best interests of Sunoco or its shareholders. As a
result, the distribution may not occur by the contemplated time or at all.

See Note 2 to the unaudited Combined and Consolidated Financial Statements for a description of certain agreements SunCoke Energy entered
into with Sunoco in connection with the IPO.

Issuance of Debt

In connection with the Separation and IPO, SunCoke Energy entered into credit facilities and issued senior notes. See �Liquidity and Capital
Resources� for information regarding the credit facilities and senior notes.

Recent Developments

Indiana Harbor Facility

The Indiana Harbor facility is owned by a partnership (the �Partnership�) in which we are the general partner and in which we now own an 85%
interest with the remaining interest owned by a third-party. The initial term of the Partnership�s coke sales agreement with the customer ends in
October 2013. In preparation for negotiation of a new long-term contract, we are conducting an engineering study at the Partnership�s Indiana
Harbor facility to identify major maintenance projects necessary to facilitate a long-term contract renewal. In accordance with the preliminary
findings of this engineering study, we now expect to spend approximately $50 million in the 2011 through 2013 timeframe to refurbish the
facility, rather than approximately $50 million to $100 million, as previously reported. This estimate does not include additional spending that
may be required in connection with the settlement of the previously reported Notice of Violation (�NOV�) at the Indiana Harbor facility. The
majority of the spending to complete this refurbishment will take place in 2012 and 2013 and will be contingent on reaching commercially
agreeable terms for a long-term contract extension with our customer and the third-party investor in the Partnership. While we believe that there
is a reasonable likelihood that we will reach agreement with our customer for a new long-term contract, such an agreement may not be reached.

Our customer also has a contractual relationship to purchase steam and electricity from Cokenergy, Inc. (�Cokenergy�), an independent power
producer that owns and operates an energy facility, including heat recovery equipment, a flue gas desulfurization system and a power generation
plant, that processes hot flue gas from the Partnership�s Indiana Harbor facility to produce steam and electricity and to reduce the sulfur and
particulate content of such flue gas. The Partnership also has an agreement with Cokenergy under which the Indiana Harbor facility supplies flue
gas to Cokenergy and Cokenergy processes such flue gas. The agreement between the Partnership and Cokenergy ends in October 2013. In the
first six months of the final year of the agreement between the Partnership and Cokenergy the parties are obligated to negotiate in good faith for
an extension to the term of the agreement. In the event that the parties cannot reach agreement on an extension of the term of the agreement, and
subject to the rights of our customer to purchase the energy facility from Cokenergy, the Partnership may purchase the energy facility from
Cokenergy for its fair market value upon written notice to Cokenergy not later than six months prior to the expiration of the agreement. To the
extent the Partnership does not exercise its right to purchase the Cokenergy energy facility, Cokenergy at its option may either abandon or
remove all or any of the heat recovery equipment of the energy facility.
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On September 30, 2011, the Company acquired the entire 19% ownership interest in the partnership that owns the Indiana Harbor cokemaking
facility held by an affiliate of GE Capital for $34.0 million. As a result of this transaction, we now hold an 85% interest in the partnership. The
remaining 15% interest in the partnership is owned by an affiliate of DTE Energy Company.

Development of Other Facilities

We are currently discussing other opportunities for developing new heat recovery cokemaking facilities with domestic and international steel
companies. Such cokemaking facilities could be either wholly owned or developed through other business structures. As applicable, the steel
company customers would be expected to purchase coke production under long-term contracts. The facilities would also generate steam, which
would typically be sold to the steel customer, or electrical power, which could be sold to the steel customer or into the local power market. One
such potential project is a facility with up to 200 ovens and 1.1 million tons of capacity which could serve multiple customers and may have a
portion of its capacity reserved for coke sales in the spot market. We are in the early stages of permitting for this potential facility in Kentucky,
but we are also assessing alternative sites in other states. In light of the current economic and business outlook, we expect to defer seeking
customer commitments for this potential facility until we make further progress on obtaining permits, which we anticipate receiving in the latter
half of 2012. Our ability to construct a new facility and to enter into new commercial arrangements is dependent upon market conditions in the
steel industry.

Global Coke Limited

In May 2011, we signed a memorandum of understanding to make a minority equity investment of approximately $30 million in Global Coke
Limited, one of the leading metallurgical coke producers in India. In conjunction with the investment, we would provide operations, engineering
and technology support to Global Coke. We have conducted due diligence in connection with the proposed transaction and are currently
negotiating the proposed terms of our investment. Consummation of the transaction is subject to the approval of management of the respective
parties, execution of definitive agreements and the satisfaction of customary closing conditions.

Coal Expansion

We had previously announced an expansion plan that we expected to increase coal production from our Jewell underground mines. We had
expected to increase annualized production by approximately 350,000 tons in 2012 and to reach a 500,000 ton annualized increase by mid-2013,
increasing the annualized rate of coal sales to 2.0 million tons by mid-2013. Reflecting continued tightness in the Appalachian labor market,
lower yields from existing and newly developed mine seams and higher costs related to new mining safety regulations, we plan to slow the
ramp-up of the expansion plan and delay opening additional new mines until 2013. The increased headcount and additional equipment will be
used to increase productivity and augment compliance activities at existing mines in 2012. We now anticipate coal production at our Jewell
mines of approximately 1.05 million tons in 2011, approximately 1.15 million tons in 2012 and approximately 1.45 million tons in 2013. We
continue to expect capital outlays for the expansion plan, primarily for new mining equipment, to total approximately $30 million, of which $10
million is expected to be spent in 2011.

In early June 2011, we entered into a series of coal transactions with Revelation Energy, LLC (�Revelation�). Under a contract mining agreement,
Revelation will mine certain coal reserves at our Jewell coal mining operations that are not included in our current proven and probable reserve
estimate. This coal will be mined, subject to the satisfaction of certain conditions, over a three-year period beginning late in the fourth quarter of
2011 and is now expected to produce approximately 1.2 million tons of coal over such period, rather than approximately 1.3 million tons, as
previously reported. We anticipate 75 percent of production to be mid-volatility metallurgical coal, with the remaining 25 percent thermal coal.
In addition, we intend to build a state-of-the-art rapid train coal loading facility in the proximity of our Jewell coal mining operations at an
expected cost of approximately $20 million, of which $4 million is expected to be spent in 2011. Once completed, the throughput capacity of the
loadout facility will be 2.6 million tons per year. The loadout facility will be operated by Revelation and rail service will be provided by Norfolk
Southern.

Black Lung Obligation

The Patient Protection and Affordable Care Act (�PPACA�), which was implemented in 2010, amended previous legislation related to coal
workers� black lung obligations. PPACA provides for the automatic extension of awarded lifetime benefits to surviving spouses and changes the
legal criteria used to assess and award claims. Our obligation related to black lung benefits is estimated based on various assumptions, including
actuarial estimates, discount rates, and changes in health care costs. We are currently evaluating the impact of PPACA based on available trend
rates and other current information. We have not concluded our evaluation but believe that the impact of PPACA, coupled with anticipated
changes in discount rates and other assumptions, may increase our black lung benefit obligation by approximately $4 to $6 million. We
anticipate that we will complete our evaluation in the fourth quarter of 2011.
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Results of Operations

We report our business results through four segments:

� Jewell Coke, which consists of our cokemaking operations located in Vansant, Virginia;

� Other Domestic Coke, which consists of our Indiana Harbor, Haverhill and Granite City cokemaking and heat recovery operations
located in East Chicago, Indiana, Franklin Furnace, Ohio and Granite City, Illinois, respectively;

� International Coke, which consists of our operations in Vitória, Brazil, where we operate a cokemaking facility for a Brazilian
subsidiary of ArcelorMittal; and

� Coal Mining, which consists of our metallurgical coal mining activities conducted in Virginia and West Virginia. In addition, we
have included the results of the HKCC Companies that we acquired in January 2011 in this segment from the date of acquisition.

Analysis of Combined and Consolidated Statements of Income

The following table sets forth amounts from the unaudited combined and consolidated statements of income:

For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2011 2010 2011 2010
(Dollars in thousands)

Revenues
Sales and other operating revenue $ 403,100 $ 330,628 $ 1,113,724 $ 1,009,197
Other income, net 399 1,007 1,051 180

Total revenues 403,499 331,635 1,114,775 1,009,377

Costs and Operating Expenses
Cost of products sold and operating expenses 332,723 254,524 933,266 773,510
Loss on firm purchase commitment �  �  18,544 �  
Selling, general and administrative expenses 25,939 14,732 64,803 41,537
Depreciation, depletion and amortization 14,752 14,013 42,377 35,832

Total costs and operating expenses 373,414 283,269 1,058,990 850,879

Operating income 30,085 48,366 55,785 158,498

Interest income�affiliate 1,123 6,186 12,485 17,965
Interest income 166 2 284 33
Interest cost�affiliate (342) (1,330) (3,565) (4,422) 
Interest cost (8,860) �  (8,860) �  
Capitalized interest 4,633 206 5,344 421

Total financing (expense) income (3,280) 5,064 5,688 13,997

Income before income tax expense 26,805 53,430 61,473 172,495
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Income tax expense 5,073 12,490 10,093 41,266

Net income 21,732 40,940 51,380 131,229
Less: Net income (loss) attributable to noncontrolling interests 3,372 3,494 (1,226) 10,466

Net income attributable to SunCoke Energy, Inc. / Net Parent Investment $ 18,360 $ 37,446 $ 52,606 $ 120,763

Revenues. Total revenues were $403.5 million for the three months ended September 30, 2011 compared to $331.6 million for the corresponding
period of 2010. Total revenues were $1,114.8 million for the nine months ended September 30, 2011 compared to $1,009.4 million for the
corresponding period of 2010. The increases in each comparative period were primarily driven by higher sales in our Other Domestic Coke
segment due to higher coal costs and increased fees and the contribution from HKCC Companies, which was acquired in January
2011. Comparability between periods is impacted by a lower coke sales price in the Jewell Coke segment resulting from contractual
amendments with ArcelorMittal that became effective in the first quarter of 2011.

Costs and Operating Expenses. Total costs and operating expenses were $373.4 million for the three months ended September 30, 2011
compared to $283.3 million for the corresponding period in 2010. Total costs and operating expenses were $1,059.0 million for the nine months
ended September 30, 2011 compared to $850.9 million for the corresponding period in 2010. The increases in each comparative period were
driven by higher coal production costs, increased coal and coke volumes, the impact of HKCC and higher corporate expenses associated with
public company readiness, increased headcount and relocation costs.

Net Financing (Expense) Income and Income Taxes. See �Analysis of Segment Earnings� discussed below.
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The following tables set forth the unaudited sales and other operating revenues and the operating income (loss) attributable to SunCoke Energy,
Inc. / net parent investment, or segment earnings, of our segments and other financial and operating data.

For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2011 2010 2011 2010
(Dollars in thousands, except per ton data)

Sales and other operating revenue:
Jewell Coke $ 71,029 $ 65,518 $ 197,176 $ 242,988
Jewell Coke intersegment sales �  1,941 �  1,941
Other Domestic Coke 309,970 255,399 857,250 736,657
International Coke 9,412 9,598 29,085 29,113
Coal Mining 12,689 113 30,213 439
Coal Mining intersegment sales 44,450 32,511 129,456 98,962
Elimination of intersegment sales (44,450) (34,452) (129,456) (100,903) 

Total $ 403,100 $ 330,628 $ 1,113,724 $ 1,009,197

Earnings:
Jewell Coke $ 13,075 $ 27,009 $ 42,587 $ 128,552
Other Domestic Coke(1) 22,093 24,458 33,236 33,309
International Coke 1,670 555 3,394 1,095
Coal Mining 5,477 (2,664) 13,018 (1,493) 
Corporate and Other:
Corporate expenses (14,622) (3,466) (32,286) (10,371) 
Net financing(1) (4,260) 4,044 2,750 10,937

Pretax income attributable to SunCoke Energy, Inc./ net parent investment 23,433 49,936 62,699 162,029
Income tax expense 5,073 12,490 10,093 41,266

Net income attributable to SunCoke Energy, Inc. / net parent investment $ 18,360 $ 37,446 $ 52,606 $ 120,763

Coke Operating Data:
Capacity Utilization (%)
Jewell Coke 98 99 98 99
Other Domestic Coke 105 103 100 96
Total 104 102 100 97
Coke production volumes (thousands of tons):
Jewell Coke 179 180 530 535
Other Domestic Coke 785 773 2,217 2,143

Total Domestic Coke 964 953 2,747 2,678
International Coke�operated facility 373 431 1,149 1,266
Coke sales volumes (thousands of tons):
Jewell Coke 191 196 536 559
Other Domestic Coke 777 788 2,231 2,167

Total 968 984 2,767 2,726

Coal Operating Data(2):
Coal sales volumes (thousands of tons):
Internal use 272 314 865 955
Third parties 99 �  226 �  

Edgar Filing: SunCoke Energy, Inc. - Form 10-Q

Table of Contents 55



Total 371 314 1,091 955

Coal production (thousands of tons)(3) 340 270 1,015 846
Purchased coal (thousands of tons) 22 51 97 92
Coal sales price per ton (excludes transportation costs)(4) $ 153.81 $ 103.70 $ 146.08 $ 103.72
Coal cash production cost per ton(5) $ 132.08 $ 105.84 $ 124.77 $ 98.52
Purchased coal cost per ton(6) $ 78.79 $ 100.75 $ 108.52 $ 76.50
Total coal production cost per ton(7) $ 133.73 $ 111.49 $ 130.22 $ 101.96

(1) Excludes income (loss) attributable to noncontrolling investors in our Indiana Harbor cokemaking operations.
(2) Includes production from Company and contractor-operated mines.
(3) Includes HKCC coal production of 68 thousand tons and 218 thousand tons for the third quarter and first nine months of 2011,

respectively.
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(4) Includes sales to affiliates, including sales to Jewell Coke established via a transfer pricing agreement. The transfer price per ton to Jewell
Coke was $163.53 and $103.68 for the third quarter of 2011 and 2010, respectively, and $151.25 and $103.70 for the first nine months of
2011 and 2010, respectively.

(5) Mining and preparation costs for tons produced, excluding $1.9 million HKCC favorable fair value adjustment for contingent
consideration in the third quarter and first nine months of 2011 and depreciation, depletion and amortization, divided by coal production
volume.

(6) Costs of purchased raw coal divided by purchased coal volume.
(7) Cost of mining and preparation costs, purchased raw coal costs, and depreciation, depletion and amortization divided by coal sales volume.

Depreciation, depletion and amortization per ton were $8.96 and $6.26 for the third quarter of 2011 and 2010, respectively and $8.45 and
$5.94 for the first nine months of 2011 and 2010, respectively.

Three Months Ended September 30, 2011 compared to the Three Months Ended September 30, 2010

Jewell Coke

Sales and Other Operating Revenue

Sales and other operating revenue increased $3.5 million, or 5 percent, to $71.0 million in the third quarter of 2011 compared to $67.5 million in
third quarter of 2010, which included $1.9 million of intersegment sales. Effective January 1, 2011, our contract with ArcelorMittal was
amended to eliminate the fixed adjustment factor in the coke pricing formula and increase the operating cost and fixed fee components. Prior to
January 1, 2011, the component of the coke price attributable to coal was equal to the delivered cost of coal applicable to our sales to
ArcelorMittal from our Haverhill facility, increased by the application of a fixed adjustment factor. As a result of this pricing formula, as
Haverhill coal prices increased, the sales and profitability of our Jewell facility increased, and as Haverhill coal prices decreased, the sales and
profitability of our Jewell cokemaking facility decreased. With the contract amendments, the coal component of the Jewell coke price is still
based on coal prices at Haverhill, however the coke price is now fixed annually prior to the beginning of the calendar year in conjunction with
the finalization of new coal purchase contracts for Haverhill.

The elimination of the fixed adjustment factor decreased sales revenue by $20.1 million, but was partially offset by higher operating and fixed
fee components which increased sales revenues by $7.3 million. The combination of these factors resulted in a net decrease in sales revenue of
$12.8 million over the prior year period due to the contract amendments. Lower sales volumes and the absence of attractively priced spot coke
sales in the prior period further decreased sales revenues by $2.4 million. These decreases were offset by higher average Haverhill coal costs,
which increased sales revenue by $17.0 million, and higher transportation fees, which increased sale revenues by $1.7 million, versus the prior
year period.

Segment Earnings

Segment earnings from our Jewell Coke segment decreased $13.9 million, or 51 percent, to $13.1 million in the third quarter of 2011 compared
to $27.0 million in the third quarter of 2010. Comparability between periods is impacted by the contract amendments discussed above, which
decreased segment earnings by $12.8 million.

Internal coal transfer pricing increased from $103.68 per ton in the third quarter of 2010 to $163.53 per ton in the third quarter of 2011 and
negatively impacted Jewell Coke segment earnings by $15.7 million, with a corresponding increase in the earnings of the Coal Mining segment.
In addition, other items, including the absence of spot coke sales made in the third quarter of 2010 and slightly lower sales volumes, reduced
segment earnings by approximately $2.4 million. However, these cost increases were largely offset by $17.0 million of higher revenues which
resulted from the pass-through of higher coal prices as Haverhill average coal prices increased from approximately $100 per ton in the prior
period to $165 per ton in the current period. Had the internal transfer price of coal been equal to the contract price of $165 per ton in the Jewell
segment�s coke sales price, earnings would have decreased by $0.4 million in the Jewell segment in the third quarter of 2011, with an equal and
offsetting increase in the Coal Mining segment.

Other Domestic Coke

Sales and Other Operating Revenue

Sales and other operating revenue increased $54.6 million, or 21 percent, to $310.0 million in the third quarter of 2011 compared to $255.4
million in the third quarter of 2010.
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The increase was mainly attributable to higher pricing driven by higher coal costs which contributed $46.8 million of the increase. Higher fixed
fee revenue and fees for the reimbursement of operating costs contributed $9.2 million to sales revenue, which was partly offset by a decrease in
sales volume of 1.4 percent, or 11,000 tons. Capacity utilization in the third quarter of 2011 was 105 percent, up from 103 percent in the prior
year period. In particular, operational improvements at Indiana Harbor, resulting from recent maintenance repairs at this facility, increased
capacity utilization from 97 percent in the third quarter of 2010 to 102 percent in the third quarter of 2011, favorably impacting volume and
sales. Production volume increased 12,000 tons in the third quarter of 2011 to 785,000 tons, but due to timing of coke shipments did not result in
current period sales.

Segment Earnings

Other Domestic Coke segment earnings decreased $2.4 million, or 10 percent, to $22.1 million in the third quarter of 2011 compared to $24.5
million in the third quarter of 2010. Based on the operating results of Indiana Harbor, operating income attributable to noncontrolling interests
decreased $0.1 million in the third quarter of 2011 compared to the third quarter of 2010.

Increases in fees at Haverhill as a result of the ArcelorMittal contract amendments increased earnings $4.9 million in the third quarter of 2011.
Excluding the impact of contract amendments, segment earnings would have been $17.2 million, a decrease of $7.3 million in the third quarter
of 2011 as compared to the third quarter of 2010. This decrease was mainly attributable to lower operating margins of $7.9 million.

At Haverhill, the recovery of coal and operating costs decreased $3.4 million as compared to the third quarter of 2010. This decrease was
attributable to a change in the coke pricing mechanism under the Haverhill-AK Steel contract from fixed pricing during 2010 to pass through
pricing in 2011, which reduced favorable coke margins by $1.4 million, as well as the absence of a favorable coal inventory adjustment in the
prior period, which also reduced margins by $2.0 million. The recovery of coal costs and operating costs at Granite City and Indiana Harbor also
decreased reducing margins by $2.9 million: $2.2 million at Granite City and $0.7 million at Indiana Harbor. This decrease was driven primarily
by the absence of a favorable coal inventory adjustment at Granite City in the prior period, which reduced margins by $1.5 million, and less
favorable coal-to-coke yields at both facilities higher coal moisture content and changing coal blends when compared with the more favorable
yields in the third quarter of 2010. Lower steam and power sales decreased margins by $0.8 million primarily due to lower sales volumes. Lower
sales volumes in the third quarter of 2011 further reduced margins by $0.7 million.

Other items, including depreciation expense and selling, general and administrative expenses, offset the decrease in margins by $0.7 million.
Depreciation expense of $9.8 million decreased $0.9 million from the prior year period and increased segment earnings in the third quarter of
2011. The third quarter of 2010 included $1.2 million in accelerated depreciation for certain assets at Haverhill. Selling, general and
administrative expenses in the third quarter of 2011 of $5.5 million increased $0.2 million due to higher legal costs.

International Coke

Sales and Other Operating Revenue

Sales and other operating revenue decreased $0.2 million, or 2 percent, to $9.4 million in the third quarter of 2011 compared to $9.6 million in
the third quarter of 2010. Sales and other operating revenue fell due to lower operating and license fees due to lower production levels from the
prior year period.

Segment Earnings

Segment earnings in the International Coke segment increased $1.1 million, to $1.7 million in the third quarter of 2011 from $0.6 million in the
third quarter of 2010. The increase is due primarily to lower selling, general and administrative costs due to a change in the corporate allocation
methodology.

Coal Mining

Sales and Other Operating Revenue

Total sales and other operating revenue increased by $24.5 million, or 75%, in the third quarter of 2011 over the prior year period as a result of
higher intersegment sales, which include sales of coal to the Jewell cokemaking facility and other domestic cokemaking facilities, and higher
third party sales. Intersegment sales increased $11.9 million, or 37 percent, to $44.5 million in the third quarter of 2011 compared to $32.5
million in the third quarter of 2010. Sales to the Jewell cokemaking facility increased $15.7 million to $42.9 million in the third quarter of 2011
compared to $27.2 million in the third quarter of 2010 due mainly to an increase in transfer price from $103.68 per ton in the third quarter of
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2010 to $163.53 per ton in the third quarter of 2011. Sales to other domestic cokemaking facilities decreased $3.8 million to $1.5 million in the
third quarter of 2011 compared to $5.3 million in the third quarter of 2010 due mainly to an increase in price from $103.68 per ton in the third
quarter of 2010 to $165 per ton in the third quarter of 2011 and a decrease of 42,000 tons sold. This increase in price was partially offset by a 13
percent decrease in internal sales volume to other domestic facilities.

Third party sales in the third quarter of 2011 were $12.7 million of which $8.4 million, or 51,000 tons, were from existing operations. The
acquisition of HKCC contributed 48,000 tons, or $4.3 million in third party sales, during the third quarter of 2011. Third party sales were
insignificant in the third quarter of 2010.
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Segment Earnings

Segment earnings increased $8.2 million from a loss of $2.7 million in the third quarter of 2010 to income of $5.5 million in the third quarter of
2011.

The increase in segment earnings was driven by $11.9 million of higher intersegment sales and $12.7 million in higher third party sales, $4.3
million of which were contributed by HKCC. These increases were partially offset by an increase in operating costs. Had the internal transfer
price of coal been equal to the contract price of $165 per ton in the Jewell segment�s coke sales price, earnings would have increased further by
$0.4 million in the Coal Mining segment, with an equal and offsetting decrease in the Jewell Coke segment.

Operating costs increased $17.3 million with costs at existing operations increasing $13.7 million and the acquisition of HKCC contributing $3.6
million. The cost increase at existing operations in the third quarter of 2011 is a result of incremental expenses associated with training, higher
wage rates and the implementation of a new bonus program to retain skilled mine employees and higher royalty payments. Additionally, lower
productivity due to labor shortages for experienced miners and variations in the thickness and quality of coal seams reduced Jewell production
volumes, which negatively impact operating costs per ton. Also impacting operating costs was a $1.9 million favorable fair value adjustment
related to the HKCC contingent consideration arrangement that requires the Company to pay the former owners of HKCC $2.00 per ton of coal
for each ton produced from the HKCC real property or leased property if production levels exceed 150,000 tons in a calendar year for a period of
20 years or until full exhaustion, whichever comes sooner. This fair value adjustment decreased coal production costs by $5.08 per ton. Coal
cash production costs absorbed in inventory decreased $2.2 million for the third quarter of 2011 compared to the third quarter of 2010. The
impacts of these factors increased coal cash production cost per ton from $105.84 per ton in the third quarter of 2010 to $132.08 per ton in the
third quarter of 2011.

Purchased coal cost per ton decreased from $100.75 in the third quarter of 2010 to $78.79 in the third quarter of 2011 and contributed $1.1
million in decreased operating costs while lower volumes of purchased coal further contributed $2.3 million in decreased operating
costs. Increased selling, general and administrative expenses of $1.0 million and depreciation, depletion and amortization of $1.4 million related
to the acquisition of HKCC and capital expenditures further decreased segment earnings for the third quarter of 2011 compared to the third
quarter of 2010.

The combined impact of these operating cost and purchased coal factors resulted in coal production costs increasing from $111.49 per ton in
third quarter of 2010 to $133.73 per ton in the third quarter of 2011.

Corporate and Other

Corporate expenses increased $11.1 million to $14.6 million for the third quarter of 2011 compared to $3.5 million for the third quarter of 2010.
The increase in corporate expenses was driven by additional headcount and expenses required to operate as a public company, $2.5 million in
additional headcount and costs related to the planned start-up of the Middletown operations and $1.7 million in restructuring costs. Beginning in
the fourth quarter of 2011 and concurrent with the commencement of operations, all costs associated with Middletown operations will be
included in the Other Domestic Coke segment.

Net financing expense was $4.3 million for the third quarter of 2011 compared to $4.0 million in financing income for the third quarter of
2010. The 2011 period reflects $8.9 million of interest expense associated with the issuance of debt, a $4.4 million increase in capitalized
interest related to capital projects and a $5.1 million decrease in interest income from Claymont, a Sunoco subsidiary. In connection with the
Separation, Sunoco contributed Claymont to SunCoke Energy primarily to transfer certain intercompany receivables from and intercompany
payables to SunCoke Energy, including the notes payable to Indiana Harbor and Jewell. Accordingly, these notes receivable are now receivables
and payables of SunCoke Energy�s subsidiaries and the balances and related interest income are eliminated in consolidation. Beginning in the
third quarter of 2011, the Company used its external interest rate as a basis for capitalization of interest, which was much higher than historical
rates.

Income Taxes

Income tax expense decreased $7.4 million to $5.1 million for the third quarter of 2011 compared to $12.5 million for the third quarter of 2010.
During the third quarter of 2011, we recorded a provision to return adjustment of $3.8 million related to state tax apportionment factors. Our
effective tax rate after deducting income attributable to noncontrolling interests and excluding nonconventional fuel tax credits and the provision
to return adjustment was 35.9 percent for 2011 compared to 35.3 percent for 2010. The increase in the effective tax rate was largely attributable
to the loss of prior year manufacturers� deduction due to the expected carryback of a 2011 projected tax loss. Nonconventional fuel tax credits
increased $2.1 million to $7.2 million for the third quarter of 2011 from $5.1 million in the same period of 2010. The increase is primarily a
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result of timing, as recognition of such credits in interim tax provisions is based upon the proportion of projected full year income realized,
rather than when the actual coke sales occur. For the third quarter of 2011, we recognized a higher percentage of our projected full year income
than we did in the corresponding period of 2010.
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Nine Months Ended September 30, 2011 compared to Nine Months Ended September 30, 2010

Jewell Coke

Sales and Other Operating Revenue

Sales and other operating revenue decreased $45.8 million, or 19 percent, to $197.2 million in the first nine months of 2011 compared to $243.0
million in first nine months of 2010. Comparability between periods was impacted by the ArcelorMittal contract amendments. As a result of the
amendments, the absence of the fixed adjustment factor decreased sales revenue by $84.3 million while higher operating cost and fixed fee
components from the amendments increased sales revenues by $22.0 million over the prior year period. The combination of these factors
resulted in a net decrease of $62.3 million over the prior year period. Sales revenue further decreased $7.4 million due to a 4 percent decrease in
volume. These factors were partially offset by higher average coal costs, which increased sales revenue by $20.6 million, and by higher
transportation fees, which increased $2.8 million over the prior year period.

Segment Earnings

Segment earnings from our Jewell Coke segment decreased $86.0 million, or 67 percent, to $42.6 million in the first nine months of 2011
compared to $128.6 million in the first nine months of 2010. Comparability between periods is impacted by the ArcelorMittal contract
amendments, which decreased segment earnings by $62.3 million. The decrease in volume negatively impacted segment earnings by $2.7
million.

Internal coal transfer pricing increased from $103.70 per ton in the first nine months of 2010 to $151.25 per ton in the first nine months of 2011
and negatively impacted Jewell Coke segment earnings by $36.9 million, with a corresponding increase in the earnings of the Coal Mining
segment. Other items, including the absence of attractively priced spot coke sales that occurred in the prior period, the consolidated elimination
of intersegment coke sales in the prior period, and higher operating expenses in the current period combined to further reduced segment earnings
by $4.7 million. The impact to earnings due to these higher coal costs and other items was partially offset by $20.6 million of higher revenues,
which resulted from an increase in coal prices included in the coke sales price. Had the internal transfer price of coal been equal to the contract
price of $165 per ton, earnings would have decreased by $10.7 million in the Jewell segment, with an equal and offsetting increase in the Coal
Mining segment.

Other Domestic Coke

Sales and Other Operating Revenue

Sales and other operating revenue increased $120.6 million, or 16 percent, to $857.3 million in the first nine months of 2011 compared to $736.7
million in the first nine months of 2010.

The increase was mainly attributable to higher pricing driven by higher coal costs, which contributed $64.5 million of the increase. Higher fixed
fee revenue and fees for the reimbursement of operating costs contributed $34.4 million to sales revenue. Coke sales volumes also increased
64,000 tons, or three percent, in the first nine months of 2011 compared to the first nine months of 2010, which contributed $18.3 million of the
increase. Capacity utilization in the first nine months of 2011 was 100 percent and increased from 96 percent in the prior year period. Increased
capacity utilization at Haverhill and Granite City favorably impacted volume and sales, including energy sales.

Segment Earnings

Other Domestic Coke segment earnings were relatively flat in the first nine months of 2011 compared to the first nine months of 2010. Increases
in segment earnings attributable to contract changes were largely offset by decreased recovery of coal and operating costs. Based on the
operating results of Indiana Harbor, operating income attributable to noncontrolling interests decreased $11.5 million in the first nine months of
2011 compared to the first nine months of 2010.

Haverhill contract changes increased operating cost reimbursement and fixed fee revenue by $24.8 million in the first nine months of 2011.
Increased recovery of operating costs at Granite City increased segment earnings by $3.1 million due to higher contractual recovery rates.
Higher steam and power sales increased segment earnings by $8.0 million. Lower coal-to-coke yields at Haverhill and Granite City in the first
nine months of 2011 partially offset the improvement in operating results by $2.8 million and $3.8 million, respectively.
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These increases were partially offset by unfavorable operating margins at Indiana Harbor. During the first three months of 2011, we determined
that Indiana Harbor would fall short of its 2011 annual minimum coke production requirements by approximately 122,000 tons. We entered into
contracts to procure the coke from third parties to meet the entire volume shortfall. However, the coke prices in the purchase agreements
exceeded the sales price in our contract with ArcelorMittal. This pricing difference resulted in an estimated loss on firm purchase commitments
of $18.5 million ($12.2 million attributable to net parent investment and $6.3 million attributable to noncontrolling interest), all of which was
recorded during the first three months of 2011. In the second quarter, we recorded a lower of cost or market adjustment of $1.2 million ($0.8
million attributable to net parent investment and $0.4 million attributable to noncontrolling interests) on the purchased coke. Operational
improvements at Indiana Harbor resulting from maintenance and repairs at this facility increased volume during the second and third
quarters. We anticipate that coke production at Indiana Harbor will be sufficient to meet contractual requirements with ArcelorMittal.
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Excluding the loss on firm purchase contract for Indiana Harbor and the lower of cost or market adjustment, operating margins at Indiana Harbor
decreased $19.3 million for the first nine months of 2011 due primarily to higher maintenance and repair costs to address oven reliability issues,
approximately $12.7 million of which was not recoverable from our customer as compared to $4.3 million in lower recovery of operating costs
in the first nine months of 2010, and lower coal-to-coke yield recovery, which contributed $12.1 million to lower operating margins.

Increased depreciation expense of $2.0 million at Granite City and $1.6 million at Haverhill related to prior year capital expenditures further
decreased segment earnings for the first nine months of 2011 compared to the first nine months of 2010. Additionally, the prior year period
included $1.9 million in accelerated depreciation for certain assets at Haverhill. Selling, general and administrative expenses increased by
approximately $1.6 million, which was driven primarily by a change in the corporate allocation methodology for Granite City.

International Coke

Sales and Other Operating Revenue

Sales and other operating revenue were unchanged at $29.1 million in the first nine months of 2011 compared to $29.1 million in the first nine
months of 2010.

Segment Earnings

Segment earnings in the International Coke segment increased $2.3 million to $3.4 million in the first nine months of 2011 compared to $1.1
million in the first nine months of 2010. The increase is due primarily to lower selling, general and administrative expenses in the first nine
months of 2011 and the absence of currency transaction losses recognized in the first nine months of 2010.

Coal Mining

Sales and Other Operating Revenue

Sales and other operating revenue is historically generated largely by sales of coal to the Jewell cokemaking facility and our other domestic
cokemaking facilities. Intersegment sales increased $30.5 million, or 31 percent, to $129.5 million in the first nine months of 2011 compared to
$99.0 million in the first nine months of 2010 due mainly to an increase in transfer price from $103.70 per ton in the first nine months of 2010 to
$151.25 per ton in the first nine months of 2011. The increase in price was partially offset by a 9 percent decrease in internal sales volume.

Third party sales in the first nine months of 2011 increased $29.8 million from $0.4 million in the first nine months of 2010 to $30.2 million in
the first nine months of 2011. Third party sales during the first nine months of 2010 were insignificant. Existing operations sold 102 thousand
tons in the first nine months of 2011 and contributed $16.7 million to the increase. The acquisition of HKCC contributed 123 thousand tons, or
$13.1 million in third party sales, during the first nine months of 2011.

Segment Earnings

Segment earnings increased $14.5 million from a loss of $1.5 million in the first nine months of 2010 compared to income of $13.0 million in
the first nine months of 2011.

The increase in segment earnings was driven by $30.5 million of higher intersegment sales to the Jewell Coke segment (due to an increase in
transfer pricing) and $29.8 million in higher third party sales, $13.1 million of which were contributed by HKCC. These increases were partially
offset by an increase in operating costs. Had the internal transfer price of coal been equal to the contract price of $165 per ton, earnings would
have further increased by $10.7 million in the Coal Mining segment, with an equal and offsetting decrease in the Jewell Coke segment.

Operating costs increased $45.8 million in the first nine months of 2011 compared to the first nine months of 2010, of which $26.6 million was a
result of increased third party sales, operational disruptions from the interference with a gas well, lower productivity due to labor shortages for
experienced miners, incremental costs associated with training, higher wage rates and implementation of a new bonus program to retain skilled
mine employees and higher royalty payments. Additionally, variations in the thickness and quality of coal seams reduced Jewell production
volumes and further increased costs. HKCC further contributed $11.0 million in operating costs, which also included a $2.2 million favorable
fair value adjustment related to the HKCC contingent consideration arrangement that requires the Company to pay the former owners of HKCC
$2.00 per ton of coal for each ton produced from the real property or leased property acquired by HKCC if production levels exceed 150,000
tons in a calendar year for a period of 20 years or until full exhaustion, whichever comes sooner. This fair value adjustment decreased coal
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Purchased coal cost per ton increased from $76.50 in the first nine months of 2010 to $108.52 in the first nine months of 2011 and contributed
$2.9 million in increased operating costs while higher volumes of purchased coal further contributed costs of $0.6 million. Increased selling,
general and administrative expenses of $1.2 million and depreciation, depletion and amortization of $3.5 million related to the acquisition of
HKCC and capital expenditures further decreased segment earnings for the first nine months of 2011 compared to the first nine months of 2010.
Coal cash production costs absorbed in inventory increased $3.9 million for the first nine months of 2011 compared to the first nine months of
2010.

The combined impact of these factors resulted in coal production costs increasing from $101.96 per ton in the first nine months of 2010 to
$130.22 per ton in the first nine months of 2011 and coal cash production increasing from $98.52 per ton in the first nine months of 2010 to
$124.77 per ton in the first nine months of 2011.

Corporate and Other

Corporate expenses increased $21.9 million to $32.3 million for the nine months ended September 30, 2011 compared to $10.4 million for the
corresponding period of 2010. The increase in corporate expenses was driven by additional headcount and fees required to operate as a public
company, $2.9 million in additional headcount and costs related to the planned start-up of the Middletown operations and $7.3 million in
restructuring costs.

Net financing income was $2.8 million and $10.9 million for the nine months ended September 30, 2011 and 2010, respectively. The 2011
period reflects $8.9 million of interest expense associated with the issuance of debt, a $4.9 million increase in capitalized interest related to
capital projects and a $5.5 million decrease in interest income from Claymont, a Sunoco subsidiary. In connection with the Separation, Sunoco
contributed Claymont to SunCoke Energy primarily to transfer certain intercompany receivables from and intercompany payables to SunCoke
Energy, including the notes payable to Indiana Harbor and Jewell. Accordingly, these notes receivable are now receivables and payables of
SunCoke Energy�s subsidiaries and the balances and related interest income are eliminated in consolidation. Beginning in the third quarter of
2011, the Company used its external interest rates as a basis for capitalization of interest, which were much higher that historical rates.

Income Taxes

Income tax expense decreased $31.2 million to $10.1 million for the first nine months of 2011 compared to $41.3 million for the first nine
months of 2010. Our effective tax after deducting income attributable to noncontrolling interests and excluding nonconventional fuel tax credits
and state tax adjustments was 36.4 percent for 2011 compared to 35.7 percent for 2010. The increase in the effective tax rate was largely
attributable to the loss of prior year manufacturers� deduction due to the expected carryback of a 2011 projected tax loss. Nonconventional fuel
tax credits declined $3.0 million to $13.7 million for the first nine months of 2011 from $16.7 million in the same period of 2010. The decline is
primarily a result of timing, as recognition of such credits in interim tax provisions is based upon the proportion of projected full year income
realized, rather than when the actual coke sales occur. For the first nine months of 2011, we recognized a lower percentage of our projected full
year income than we did in the corresponding period of 2010.

Liquidity and Capital Resources

Historically, our primary source of liquidity has been cash from operations and borrowings from Sunoco. Our funding from Sunoco had been
through floating-rate borrowings from Sunoco, Inc. (R&M), a wholly owned subsidiary of Sunoco. The agreements between Sunoco and the
Company related to these borrowings terminated concurrent with the IPO and all outstanding advances were settled pursuant to the separation
and distribution agreement described in Note 2.

Concurrently with the IPO, SunCoke Energy entered into the Credit Agreement dated as of July 26, 2011 that provides for a seven-year term
loan in a principal amount of $300 million (the �Term Loan�), repayable in equal quarterly installments at a rate of 1.00% of the original principal
amount per year, with the balance payable on the final maturity date. We have $299.3 million outstanding under the Term Loan as of
September 30, 2011.

The Credit Agreement also provides for a five-year $150 million revolving facility (the �Revolving Facility�). The proceeds of any loans made
under the Revolving Facility can be used to finance capital expenditures, acquisitions, working capital needs and for other general corporate
purposes. In the fourth quarter of 2011, we anticipate utilizing the Revolving Facility to fund the completion and start-up of our Middletown
facility. Additionally, the Credit Agreement provides for up to $75.0 million in uncommitted incremental facilities (the �Incremental Facilities�)
that are available subject to the satisfaction of certain conditions. We do not have any outstanding borrowings under the Revolving Facility as of
September 30, 2011.
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Borrowings under the Credit Agreement bear interest, at our option, at either (i) base rate plus an applicable margin or (ii) the greater of 1.00%
or LIBOR plus an applicable margin. The applicable margin on the Term Loan is (i) in the case of base rate loans, 2.00% per annum and (ii) in
the case of LIBOR loans, 3.00% per annum. The applicable margin on loans made under the Revolving Facility is determined by reference to a
consolidated leverage ratio based pricing grid.
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The Credit Agreement contains certain covenants, restrictions and events of default including, but not limited to, maintaining a maximum
consolidated leverage ratio and a minimum consolidated interest coverage ratio and limitations on the ability of the Company and certain of the
Company�s subsidiaries to (i) incur indebtedness, (ii) pay dividends or make other distributions, (iii) prepay, redeem or repurchase certain debt,
(iv) make loans and investments, (v) sell assets, (vi) incur liens, (vii) enter into transactions with affiliates and (viii) consolidate or merge. In
addition, under certain circumstances, the Term Loan is subject to mandatory principal prepayments. As of September 30, 2011, the Company is
in compliance with all of its covenants under the Credit Agreement.

The obligations under the Credit Agreement are guaranteed by certain of the Company�s subsidiaries and secured by liens on substantially all of
the Company�s and the guarantors� assets pursuant to a Guarantee and Collateral Agreement, dated as of July 26, 2011, among the Company, the
subsidiaries of the Company party thereto and JPMorgan Chase Bank, N.A, as administrative agent.

Concurrently with the IPO, SunCoke Energy issued $400 million aggregate principal amount of 7.625% Senior Notes due 2019 (the �Notes�). The
Notes were issued pursuant to an indenture dated as of July 26, 2011 (the �Indenture�) among the Company, the Notes Guarantors (as defined
below) and The Bank of New York Mellon Trust Company, N.A., as trustee. The Notes were offered in the United States to qualified
institutional buyers in reliance on Rule 144A under the Securities Act of 1933, as amended (the �Securities Act�), and outside the United States to
non-U.S. persons in reliance on Regulation S under the Securities Act.

Interest on the Notes accrues at the rate of 7.625% per annum and is payable semi-annually in cash in arrears on August 1 and February 1 of
each year, commencing on February 1, 2012. The Notes are the Company�s senior unsecured obligations, and are guaranteed on a senior
unsecured basis by each of the Company�s existing and future subsidiaries that guarantees the Company�s credit facilities (collectively, the �Notes
Guarantors�). The Company may redeem some or all of the Notes prior to August 1, 2014 by paying a �make-whole� premium. The Company also
may redeem some or all of the Notes on or after August 1, 2014 at specified redemption prices. In addition, prior to August 1, 2014, the
Company may redeem up to 35% of the Notes using the proceeds of certain equity offerings.

The Company is obligated to offer to purchase the Notes at a price of (a) 101% of their principal amount, together with accrued and unpaid
interest, if any, to the date of purchase, upon the occurrence of certain change of control events and (b) 100% of their principal amount, together
with accrued and unpaid interest, if any, to the date of purchase, with the proceeds from certain asset dispositions. These restrictions and
prohibitions are subject to certain qualifications and exceptions set forth in the Indenture, including without limitation, reinvestment rights with
respect to the proceeds of asset dispositions.

The Indenture contains covenants that, among other things, limit the Company�s ability and the ability of certain of the Company�s subsidiaries to
(i) incur indebtedness, (ii) pay dividends or make other distributions, (iii) prepay, redeem or repurchase certain debt, (iv) make loans and
investments, (v) sell assets, (vi) incur liens, (vii) enter into transactions with affiliates and (viii) consolidate or merge. These covenants are
subject to a number of exceptions and qualifications set forth in the Indenture. As of September 30, 2011, the Company is in compliance with all
of its covenants under the Indenture.

Net proceeds from the issuance of the Notes and the Term Loan were $679.6 million, which reflected a discount reduction of $1.5 million and
debt issuance costs and fees of $18.9 million. The net proceeds were used to repay certain intercompany indebtedness to Sunoco of $575 million
and for general corporate purposes.

Our primary source of liquidity will be cash on hand, cash from operations and borrowings under the debt financing arrangements described
above. We believe these sources will be sufficient to fund our planned operations, including capital expenditures.

The following table sets forth a summary of the net cash provided by (used in) operating, investing and financing activities:

Nine Months Ended
September 30

2011 2010
(Dollars in thousands)

Net cash provided by operating activities $ 58,679 $ 253,925
Net cash used in investing activities (221,792) (135,761) 
Net cash provided by (used in) financing activities 233,871 (102,636) 

Net increase in cash and cash equivalents $ 70,758 $ 15,528
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Cash Provided by Operating Activities

Net cash provided by operating activities decreased by $195.2 million for the nine months ended September 30, 2011 as compared to the
corresponding period in 2010. The decrease was primarily attributable to increases in working capital in 2011 largely due to an increase in coal
inventory, an increase in coke inventory to meet the projected shortfall at Indiana Harbor and higher accounts receivable, offset partly by higher
accounts payable related to inventory purchases. The increase in coal inventory was due in part to the start-up of Middletown operations, which
contributed $12.5 million to the increase. The remaining increase was in the Other Domestic Coke segment and was primarily due to an increase
in volume. Coal inventory volume increased as a result of additional purchases made in the third quarter in response to tightness in coal supply
due to force majeure events experienced by coal suppliers in the first and second quarters of 2011. The Company anticipates that this coal
inventory will be utilized over the next two quarters. Lower net income also contributed to the decrease in cash flow from operations. The nine
months ended September 30, 2010 included a reduction in working capital largely attributable to lower accounts receivable balances from a
customer that deferred payment at December 31, 2009.

Cash Used in Investing Activities

Cash used in investing activities increased $86.0 million for the nine months ended September 30, 2011 as compared to the corresponding period
in 2010. The increase was due to the acquisition of the HKCC Companies in January 2011 and higher capital expenditures associated with the
construction of the Middletown facility.

For a more detailed discussion of our capital expenditures for the nine months ended September 30 2011 and 2010, see �Capital Requirements
and Expenditures� below.

Cash Provided by (Used in) Financing Activities

Net cash provided by financing activities increased by $336.5 million for the nine months ended September 30, 2011 as compared to the
corresponding period in 2010. The increase in cash provided by financing activities was primarily a result of the issuance of the Notes and the
Term Loan described above offset by repayments to the Sunoco affiliate. Additionally, on September 30, 2011, the Company acquired an
additional 19% ownership interest in the partnership that owns the Indiana Harbor cokemaking facility for $34.0 million.

Capital Requirements and Expenditures

Our cokemaking and coal mining operations are capital intensive, requiring significant investment to upgrade or enhance existing operations and
to meet environmental and operational regulations. Our capital requirements have consisted, and are expected to continue to consist, primarily
of:

� ongoing capital expenditures, such as those required to maintain equipment reliability, the integrity and safety of our coke ovens and
coal mines and to comply with environmental regulations; and

� expansion capital expenditures to acquire and/or construct complementary assets to grow our business and to expand existing
facilities, such as projects that increase coal production from existing mines or that increase metallurgical coke production from
existing oven batteries.

The following table summarizes ongoing and expansion capital expenditures:

Nine Months Ended
September 30

2011 2010
(Dollars in thousands)

Ongoing capital $ 29,852 $ 29,758
Expansion capital(1)

Coal Mining 9,001 �  

Edgar Filing: SunCoke Energy, Inc. - Form 10-Q

Table of Contents 71



Middletown 145,364 106,075

153,465 106,075

Total $ 184,217 $ 135,833

(1) Excludes the acquisition of the HKCC Companies.
Off-Balance Sheet Arrangements

Other than the arrangements described in Note 10 to the Combined and Consolidated Financial Statements, the Company has not entered into
any transactions, agreements or other contractual arrangements that would result in off-balance sheet liabilities.

Critical Accounting Policies

There have been no significant changes to our accounting policies during the nine months ended September 30, 2011. Please refer to SunCoke
Energy, Inc.�s Prospectus dated July 20, 2011 for a summary of these policies.
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IMPORTANT INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

Some of the information included in this report contains �forward-looking statements� (as defined in Section 27A of the Securities Act of 1933, as
amended and Section 21E of the Securities Exchange Act of 1934, as amended). Such forward-looking statements are based on management�s
beliefs and assumptions and on information currently available. Forward-looking statements include the information concerning our possible or
assumed future results of operations, business strategies, financing plans, competitive position, potential growth opportunities, potential
operating performance improvements, effects resulting from our separation from Sunoco, the effects of competition and the effects of future
legislation or regulations. Forward-looking statements include all statements that are not historical facts and may be identified by the use of
forward-looking terminology such as the words �believe,� �expect,� �plan,� �intend,� �anticipate,� �estimate,� �predict,� �potential,� �continue,� �may,� �will,� �should�
or the negative of these terms or similar expressions. Forward-looking statements involve risks, uncertainties and assumptions. Actual results
may differ materially from those expressed in these forward-looking statements. You should not put undue reliance on any forward-looking
statements.

Such risks and uncertainties include economic, business, competitive and/or regulatory factors affecting the Company's business, as well as
uncertainties related to the outcomes of pending or future litigation, legislation, or regulatory actions. Among such risks are: changes in levels of
production, production capacity, pricing and/or margins for metallurgical coal and coke; variation in availability, quality and supply of
metallurgical coal used in the cokemaking process; effects of railroad, barge, truck and other transportation performance and costs; changes in
the marketplace that may affect supply and demand for the Company�s metallurgical coal and/or coke products; relationships with, and other
conditions affecting, customers; the deferral of contracted shipments of coal or coke by customers; ability to collect payments from customers;
volatility and cyclical downturns in the carbon steel industry and other industries in which the Company�s customers operate; the ability to secure
new coal supply agreements or to renew existing coal supply agreements or to enter into new, or renew existing, long-term agreements for the
supply of metallurgical coke to domestic and/or foreign steel producers; the ability to acquire or develop coal reserves in an economically
feasible manner; defects in title or the loss of one or more mineral leasehold interests; effects of geologic conditions, weather, natural disasters
and other inherent risks beyond the Company�s control; age of, and changes in the reliability, efficiency and capacity of the various equipment
and operating facilities used in the Company�s coal mining and/or cokemaking operations, and in the operations of major customers and/or
suppliers; changes in the expected operating levels of the Company�s assets; ability to meet minimum volume requirements, coal-to-coke yield
standards and coke quality requirements in coke sales agreements; disruptions in the quantities of coal produced by contract mine operators;
ability to obtain and renew mining permits, and the availability and cost of surety bonds needed in coal mining operations; availability of skilled
employees and other workplace factors; changes in the level of capital expenditures or operating expenses, including any changes in the level of
environmental capital, operating or remediation expenditures; effects of adverse events relating to the operation of the Company�s facilities and
to the transportation and storage of hazardous materials (including equipment malfunction, explosions, fires, spills, and the effects of severe
weather conditions); changes in product specifications; ability to identify, execute and integrate acquisitions and have them perform at
anticipated levels; ability to enter into joint ventures and other similar arrangements under favorable terms; changes in the availability and cost
of equity and debt financing; the amount of, and ability to service, outstanding indebtedness and to comply with the restrictions imposed by
financing arrangements; changes in credit terms required by suppliers; changes in insurance markets impacting costs and the level and types of
coverage available, and the financial ability of insurers to meet their obligations; changes in accounting rules and/or tax laws or their
interpretations, including the method of accounting for inventories, leases and/or pensions; changes in financial markets impacting pension
expense and funding requirements; risks related to labor relations and workplace safety; nonperformance or force majeure by, or disputes with or
changes in contract terms with, major customers, suppliers, dealers, distributors or other business partners; changes in, or new, statutes,
regulations, governmental policies and taxes, or their interpretations; the accuracy of estimates of reclamation and other mine closure
obligations; the existence of hazardous substances or other environmental contamination on property owned or used by the Company; the
availability of future permits authorizing the disposition of certain mining waste; claims of noncompliance with any statutory and regulatory
requirements; changes in the status of, or initiation of new litigation, arbitration, or other proceedings to which the Company is a party or
liability resulting from such litigation, arbitration, or other proceedings; the possibility that Sunoco may not effect its currently intended
distribution of its remaining equity stake in the Company; and the Company�s incremental costs as a stand-alone public company.

These and other risks are described in SunCoke Energy, Inc.�s prospectus dated July 20, 2011 included in the Registration Statement on Form
S-1, as amended (File No. 333-173022), in the Company�s Quarterly Report on Form 10-Q for the period ended June 30, 2011, in this Quarterly
Report on Form 10-Q and in other filings with the SEC. The factors identified above are believed to be important factors (but not necessarily all
of the important factors) that could cause actual results to differ materially from those expressed in any forward-looking statement made by
SunCoke Energy. Other factors not discussed herein could also have material adverse effects on SunCoke Energy. All forward-looking
statements included in this report are expressly qualified in their entirety by the foregoing cautionary statements. SunCoke Energy. undertakes
no obligation to update publicly any forward-looking statement (or its associated cautionary language) whether as a result of new information or
future events or otherwise.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

Since December 31, 2010, there have been no material changes in the market risks previously disclosed in SunCoke Energy, Inc.�s prospectus
dated July 20, 2011, except as described below:

We are exposed to changes in interest rates as a result of our borrowing activities and our cash balances. Concurrently with the IPO, SunCoke
Energy entered into the Credit Agreement which provides for a seven-year term loan in a principal amount of $300 million. Borrowings under
the Credit Agreement bear interest, at our option, at either (i) base rate plus an applicable margin or (ii) the greater of 1.00% or the London
Interbank Offered Rate (�LIBOR�) plus an applicable margin. Additionally, the Company issued $400 million aggregate principal amount of
7.625% Senior Notes. After the impact of the related interest rate derivative instruments (described in Note 14), approximately 25 percent of our
debt portfolio represented variable rate obligations. Our variable rate exposure relates to changes in LIBOR, only when LIBOR is greater than
1.00%. During the three months ended September 30, 2011, LIBOR was below the 1.00% floor that was established in the Credit
Agreement. Therefore, the Company�s interest rate on the variable rate obligation was fixed and as such the Company was not subject to changes
in interest rates. Assuming a 50 basis point change in LIBOR, interest expense would not have changed by a significant amount for the first nine
months of 2011.

At September 30, 2011, we had cash and cash equivalents of $110.9 million, which accrues interest at various rates. Assuming a 50 basis point
change in the rate of interest associated with our cash and cash equivalents, interest income would not have changed by a significant amount for
the first nine months of 2011.

Item 4. Controls and Procedures

Management�s Quarterly Evaluation of Disclosure Controls and Procedures

As required by Rule 13a-15(b) of the Securities Exchange Act of 1934, as amended (the �Exchange Act�), we have evaluated, under the
supervision and with the participation of our management, including our principal executive officer and principal financial officer, the
effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act) as of the end of the period covered by this Form 10-Q. Our disclosure controls and procedures are designed to provide reasonable
assurance that the information required to be disclosed by us in reports that we file under the Exchange Act is accumulated and communicated to
our management, including our principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding
required disclosure and is recorded, processed, summarized and reported within the time periods specified in the rules and forms of the SEC.
Based on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure controls and procedures were
not effective at the reasonable assurance level as of September 30, 2011 because of the material weaknesses discussed below.

Identification of Material Weaknesses

In its Annual Report on Form 10-K for the year ended December 31, 2010, Sunoco reported that its internal control over financial reporting was
not effective as a result of a material weakness in internal control over financial reporting related to its accounting for income taxes. Sunoco�s
management identified the following control deficiencies that, in the aggregate, represent a material weakness in the design and operation of its
internal controls over the computation of the income tax provision and determination of the appropriate classification of income taxes payable
and deferred income taxes: (1) Sunoco�s management relied on spreadsheets that were extremely complex and difficult to prepare and review;
(2) a lack of readily available data to facilitate the accounting for complex, non-routine transactions resulted in a reasonable possibility that
adjustments to balances would not be detected on a timely basis; and (3) inexperience with Sunoco�s income tax accounting processes,
procedures and controls due to recent employee turnover resulted in insufficient review of the income tax accounts.

The amounts reflected in our financial statements for income tax expense and deferred income taxes have been prepared by Sunoco�s income tax
department using processes similar to those used in the preparation of Sunoco�s consolidated financial statements. While we are in the process of
establishing our own tax accounting process, it is expected that some or all of Sunoco�s processes will continue to be used at least through the
date of Sunoco�s planned distribution of our shares of common stock to its shareholders. As a result, it is possible that errors in the computation
of income tax expense, taxes payable or deferred income taxes could occur and be included in our financial statements if such errors were not
detected.

Remediation of Material Weaknesses in Process

Sunoco has continued to implement remediation steps to address the material weakness discussed above and to improve its internal control over
income tax accounting. Specifically, Sunoco has: hired additional experienced tax personnel; formalized and implemented tax organizational
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reporting structure changes which better integrate the tax accounting and compliance functions and facilitate an increase in the level of certain
tax review activities during the financial close process; updated process documentation to

reflect improvements made for internal control compliance; and is continuing to implement and utilize computer software that assists in
calculating and documenting Sunoco�s income tax provision.
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Sunoco believes that the measures described above should remediate the material weakness identified and strengthen its internal controls over
income tax accounting. Sunoco management is committed to improving its internal control processes. As Sunoco continues to evaluate and
improve its internal control over income tax accounting, additional measures to address the material weakness or modifications to certain of the
remediation procedures described above may be identified. Sunoco expects to complete the required remedial actions during 2011.

Sunoco and we are committed to finalizing the remediation action plans and implementing the necessary enhancements to remediate the material
weaknesses described above. These material weaknesses will not be considered remediated until: (1) the new processes are designed,
appropriately controlled and implemented for a sufficient period of time and (2) we have sufficient evidence that the new processes and related
controls are operating effectively.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting that occurred during the quarter ended September 30, 2011 that has
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.
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PART II � OTHER INFORMATION

Item 1. Legal Proceedings

As previously reported, the U.S. Environmental Protection Agency (the �EPA�) has issued NOVs to us for the Haverhill and Granite City
cokemaking facilities. These NOVs stem from alleged violations of the Company�s air emission operating permits for these facilities. We are
currently working in a cooperative manner with the EPA and the Illinois Environmental Protection Agency to address the allegations. Settlement
may require payment of a penalty for alleged past violations as well as undertaking capital projects to improve reliability of the energy recovery
systems and enhance environmental performance at our Haverhill and Granite City facilities. As a result of our recent discussions with the EPA,
we now expect these projects to cost approximately $80 million to $100 million and to be carried out over the 2011 through 2016 period, rather
than a total cost of approximately $65 million over the 2011 through 2013 period as previously reported. The majority of the spending is
expected to take place from 2013 to 2016, although some spending may occur in 2012 depending on the timing of the settlement. The final cost
of the projects will be dependent upon the ultimate outcome of discussions with regulators. The Company is currently engaged in penalty
negotiations that may result in a penalty exceeding $100 thousand, but has not yet agreed to an amount.

In addition, SunCoke Energy has received an NOV from the EPA related to its Indiana Harbor cokemaking facility. After initial discussions with
the EPA and the Indiana Department of Environmental Management, resolution of the NOV has been postponed by mutual agreement of
SunCoke Energy and the EPA because of ongoing discussions regarding the NOVs at the Haverhill and Granite City cokemaking facilities. As a
result, SunCoke Energy cannot yet assess any future injunctive relief or potential monetary penalty it may receive from the EPA pursuant to the
NOV and any potential future citations.

Also see Note 10 ("Commitments and Contingencies") to Part I, Item I of this Form 10-Q, which is incorporated by reference into this Part II,
Item 1.

Item 1A. Risk Factors

In addition to the other information set forth in this Report, you should carefully consider the risks under the heading �Risk Factors� in our
Prospectus dated July 20, 2011, which risks could materially affect our business, financial condition or future results. There has been no material
change in our risk factors from those described in the Prospectus. These risks are not the only risks that we face. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial also may materially adversely affect our business, financial
condition or results of operations.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

On the Separation Date, SunCoke Energy issued 69,999,000 shares of its common stock to Sunoco in a private placement pursuant to
Section 4(2) of the Securities Act of 1933 in exchange for the assets and liabilities of the SunCoke business contributed by Sunoco to SunCoke
Energy.

Item 5. Other Information

Safety

We are committed to maintaining a safe work environment and ensuring strict environmental compliance across all of our operations as the
health and safety of our employees and the communities in which we operate are critical to our success. We believe that we employ best
practices and conduct continual training programs to ensure that all of our employees are focused on safety. Furthermore, we are in the process
of implementing a structured safety and environmental process that provides a robust framework for managing and monitoring safety and
environmental performance.

We have consistently operated our metallurgical coke operations within or near the top quartile for the U.S. Occupational Safety and Health
Administration�s recordable injury rates as measured and reported by the American Coke and Coal Chemicals Institute. We work to maintain low
recordable injury rates and have also won the Sentinels of Safety award for 2008 from the Mine Safety and Health Administration (�MSHA�) for
having the mine with the most employee hours worked without experiencing a lost-time injury.

The recently enacted Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-Frank Act, requires the disclosure of certain
information relating to citations or orders for violations of standards under the Mine Act. The following disclosures respond to that legislation.
While we believe the following disclosures meet the requirements of the Dodd-Frank Act, it is possible that any rulemaking by the SEC will
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Whenever MSHA believes that a violation of the Mine Act, any health or safety standard, or any regulation has occurred, it may issue a citation
which describes the violation and fixes a time within which the operator must abate the violation. In these situations, MSHA typically proposes a
civil penalty, or fine, as a result of the violation, that the operator is ordered to pay. In evaluating the below information regarding mine safety
and health, investors should take into account factors such as: (1) the number of citations and orders will vary depending on the size of a coal
mine, (2) the number of citations issued will vary from inspector to inspector and mine to mine, and (3) citations and orders can be contested and
appealed, and during that process are often reduced in severity and amount, and are sometimes dismissed.

Responding to the Dodd-Frank Act legislation, we report that, for the three months ended September 30, 2011, we have received no written
notice from MSHA of: (1) a flagrant violation under section 110(b)(2) of the Mine Act for failure to make reasonable efforts to eliminate a
known violation of a mandatory safety or health standard that substantially proximately caused, or reasonably could have been expected to
cause, death or serious bodily injury; (2) a pattern of violations of mandatory health or safety standards that are of such nature as could have
significantly and substantially contributed to the cause and effect of coal or other mine health or safety hazards under section 104(e) of the Mine
Act; or (3) the potential to have such a pattern. There were no mining-related fatalities during the three months that ended September 30, 2011.

The following table presents the additional information that is required by the Dodd-Frank Act for each mine:

Alleged Citations, Orders and Violations and

Proposed Assessments and Legal Proceedings by Mine (1)

for the Three Months Ended September 30, 2011

Mine

Identification Number Mine Name

Section 104
Significant

and
Substantial
Citations(2)

Section 
104(b)

Orders(3)

Section
104(d)
Citations
and

Orders(4)

Section
110(b)(2)

Violations(5)

Section
107(a)

Orders(6)

Total
Proposed

Assessments
(Dollars

in
thousands)(7)

Legal
Proceeding(8)

4406499 Dominion 7 67 �  2 �  �  $ 78 43
4406718 Dominion 26 3 �  �  �  �  4 �  
4406748 Dominion 30 13 �  �  �  �  20 15
4406759 Dominion 36 117 2 5 �  �  90 31
4406839 Dominion 34 9 �  �  �  �  3 �  
4407220 Dominion 44 23 �  2 �  �  23 10
4400649 Preparation Plant 2 3 �  �  �  �  �  �  
4407058 Heavy Equipment Shop �  �  �  �  �  �  �  
4406716 Central Shop �  �  �  �  �  �  �  

Total 235 2 9 �  �  $ 218 99

(1) The foregoing tables do not include the following: (i) facilities which have been idle or closed unless they received a citation or order
issued by MSHA, (ii) permitted mining sites where we have not begun operations, or (iii) mines that are operated on our behalf by
contractors who hold the MSHA numbers and have the MSHA liabilities.

(2) Alleged violations of health or safety standards that could significantly and substantially contribute to a serious injury if left unabated.
(3) Alleged failures to totally abate a citation within the period of time specified in the citation.
(4) Alleged unwarrantable failure (i.e., aggravated conduct constituting more than ordinary negligence) to comply with a mining safety

standard or regulation.
(5) Alleged flagrant violations issued.
(6) Alleged conditions or practices which could reasonably be expected to cause death or serious physical harm before such condition or

practice can be abated.
(7) Amounts shown include assessments proposed during the three months ended September 30, 2011, on the citations and orders reflected in

these tables.
(8) This number reflects legal proceedings initiated during the three months ended September 30, 2011, which remain pending before the

Federal Mine Safety and Health Review Commission, or the FMSHRC, as of September 30, 2011. The FMSHRC has jurisdiction to hear
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not only challenges to citations, orders, and penalties but also certain complaints by miners. The number of �pending legal actions� reported
here pursuant to Section 1503(a)(3) of the Dodd-Frank Act reflects the number of contested citations, orders, penalties or complaints for
which the FMSHRC has assigned a docket number and which remain pending as of September 30, 2011.

The mine data retrieval system maintained by MSHA may show information that is different than what is provided herein. Any such difference
may be attributed to the need to update that information on MSHA�s system and/or other factors. All section references in the table refer to
provisions of the Mine Act.
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Shareholder Proposals

We intend to hold our first Annual Meeting of Shareholders (the �Annual Meeting�) on May 10, 2012 at a time and location to be determined and
specified in the Company�s proxy statement for the Annual Meeting.

Under the Securities and Exchange Commission�s proxy rules, we have set the deadline for submission of proposals to be included in our proxy
materials for the Annual Meeting as December 1, 2011. Accordingly, in order for a shareholder proposal to be considered for inclusion in our
proxy materials for the Annual Meeting, the proposal must be received by our Corporate Secretary, SunCoke Energy, Inc., 1011 Warrenville
Road, Suite 600, Lisle, Illinois 60532, on or before December 1, 2011, and comply with the procedures and requirements set forth in Rule 14a-8
under the Securities Exchange Act of 1934.

In accordance with the advance notice requirements contained in our amended and restated bylaws, for director nominations or other business to
be brought before the Annual Meeting by a shareholder, other than Rule 14a-8 proposals described above, written notice must be delivered no
earlier than the close of business on January 10, 2012 and no later than the close of business on February 9, 2012, to our Corporate Secretary,
SunCoke Energy, Inc., 1011 Warrenville Road, Suite 600, Lisle, Illinois 60532. These shareholder notices also must comply with the
requirements of our amended and restated bylaws, and will not be effective otherwise.

Indemnification Agreements

On October 31, 2012, we entered into Indemnification Agreements (the �Indemnification Agreements�) with each of our directors (collectively,
the �Directors�). The Indemnification Agreements are the same for each Director and provide contractual indemnification in addition to the
indemnification provided by our amended and restated certificate of incorporation and amended and restated bylaws. The Indemnification
Agreements provide each Director with indemnification to the fullest extent permitted by law. Subject to certain limitations and exceptions, the
Indemnification Agreements provide, among other things, that we will indemnify each Director against expenses, liabilities, losses, judgments,
fines and amounts paid in settlement incurred in connection with any threatened, pending or completed action, suit or proceeding, whether civil,
criminal, administrative or investigative, by reason of the fact that the Director is or was our director or by reason of the fact that the Director is
or was serving at our request as a director, officer, manager, trustee, fiduciary, employee or agent of another corporation, partnership, limited
liability company, joint venture, trust or other enterprise, with certain stated exceptions. In addition, under the Indemnification Agreements, we
are obligated to advance payment to each Director for all expenses reasonably incurred by such Director with respect to the events or
occurrences specified in this paragraph, provided that such Director must repay the advanced expenses to the extent that it is ultimately
determined that the Director is not entitled to indemnification under the terms of the Indemnification Agreements.

The foregoing description of the Indemnification Agreements is a summary of the material terms of such agreements and is qualified in its
entirety by reference to the form of Indemnification Agreement, which is filed as Exhibit 10.16 to this Quarterly Report on Form 10-Q and is
incorporated by reference herein.
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Item 6. Exhibits

See the Exhibit Index on page 45.

**********

We are pleased to furnish this Form 10-Q to shareholders who request it by writing to:

SunCoke Energy, Inc.
Investor Relations

1011 Warrenville Road, 6th Floor
Lisle, Illinois 60532
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

SunCoke Energy, Inc.

Dated: November 2, 2011 By: /s/ Mark E. Newman
Mark E. Newman
Senior Vice President and Chief Financial Officer
(As Principal Financial Officer and Duly

Authorized Officer of SunCoke Energy, Inc.)
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EXHIBIT INDEX

The following exhibits are filed as part of, or incorporated by reference into, this Form 10-Q.

4.1 Indenture, dated as of July 26, 2011, among SunCoke Energy, Inc. and the guarantors party thereto and the Bank of New York Mellon
Trust Company, N.A, as Trustee (incorporated by reference herein to Exhibit 4.1 to SunCoke Energy, Inc.�s Form 8-K filed on
August 1, 2011, File No. 333-35243)

4.2 Form of 7 5/8% Senior Notes due 2019 (included in Exhibit A to the Indenture filed as Exhibit 4.2)

4.3 Registration Rights Agreement, dated as of July 18, 2011, between SunCoke Energy, Inc. and Sunoco, Inc. (incorporated by reference
herein to Exhibit 4.4 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on
August 3, 2011, File No. 33-35243)

4.4 Registration Rights Agreement, dated July 26, 2011, among SunCoke Energy, Inc., the guarantors party thereto and J.P. Morgan
Securities LLC, acting as the representative of the initial purchasers (incorporated by reference herein to Exhibit 4.3 to SunCoke
Energy, Inc.�s Form 8-K filed on August 1, 2011, File No. 333-35243)

10.1 Separation and Distribution Agreement, dated as of July 18, 2011, between SunCoke Energy, Inc. and Sunoco, Inc. (incorporated by
reference herein to Exhibit 10.1 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011
filed on August 3, 2011, File No. 33-35243)

10.2 Transition Services Agreement, dated as of July 18, 2011, between SunCoke Energy, Inc. and Sunoco, Inc. (incorporated by reference
herein to Exhibit 10.2 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on
August 3, 2011, File No. 33-35243)

10.3 Tax Sharing Agreement, dated as of July 18, 2011, between SunCoke Energy, Inc. and Sunoco, Inc. (incorporated by reference herein
to Exhibit 10-3 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on
August 3, 2011, File No. 33-35243)

10.4 SunCoke Energy, Inc. Senior Executive Incentive Plan (Effective as of January 1, 2012) (incorporated by reference herein to Exhibit
10.4 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3, 2011,
File No. 33-35243)

10.5 SunCoke Energy, Inc. Long-Term Performance Enhancement Plan (Effective as of July 21, 2011) (incorporated by reference herein to
Exhibit 10.5 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3,
2011, File No. 33-35243)

10.6 SunCoke Energy, Inc. Special Executive Severance Plan (Effective as of July 27, 2011) (incorporated by reference herein to Exhibit
10.6 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3, 2011,
File No. 33-35243)

10.7 SunCoke Energy, Inc. Executive Involuntary Severance Plan (Effective as of July 27, 2011) (incorporated by reference herein to
Exhibit 10.7 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3,
2011, File No. 33-35243)

10.8 Guaranty, Keep Well, and Indemnification Agreement, dated as of July 18, 2011, between SunCoke Energy, Inc. and Sunoco, Inc.
(incorporated by reference herein to Exhibit 10.8 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period
ended June 30, 2011 filed on August 3, 2011, File No. 33-35243)
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10.9 Credit Agreement, dated as of July 26, 2011, by and among SunCoke Energy, Inc., JPMorgan Chase Bank, N.A., as Administrative
Agent, the lenders party thereto, Bank of America, N.A., as Revolving Facility Syndication Agent and Term Loan Documentation
Agent, Credit Suisse Securities (USA) LLC, as Term Loan Syndication Agent, and The Royal Bank of Scotland PLC and KeyBank
National Association, as Revolving Facility Co-Documentation Agents (incorporated by reference herein to Exhibit 10.1 to SunCoke
Energy, Inc.�s Form 8-K filed on August 1, 2011, File No. 333-35243)

10.10 Restricted Share Unit Agreement under the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan, entered into as of
July 21, 2011, by and between SunCoke Energy, Inc. and Michael J. Thomson (incorporated by reference herein to Exhibit 10.13 to
SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3, 2011, File
No. 33-35243)

10.11 Restricted Share Unit Agreement under the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan, entered into as of
July 21, 2011, by and between SunCoke Energy, Inc. and Frederick A. Henderson (incorporated by reference herein to Exhibit 10.14
to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3, 2011, File
No. 33-35243)

10.12 Stock Option Agreement under the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan, entered into as of July 21,
2011, by and between SunCoke Energy, Inc. and Frederick A. Henderson (incorporated by reference herein to Exhibit 10.15 to
SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3, 2011, File
No. 33-35243)

10.13 Stock Option Agreement under the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan, entered into as of July 21,
2011, by and between SunCoke Energy, Inc. and Frederick A. Henderson (incorporated by reference herein to Exhibit 10.16 to
SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2011 filed on August 3, 2011, File
No. 33-35243)

10.14 Form of Stock Option Agreement under the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan, entered into as of
July 21, 2011, by and between SunCoke Energy, Inc. and employees of SunCoke Energy, Inc. or one of its Affiliates (incorporated
by reference herein to Exhibit 10.17 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period ended
June 30, 2011 filed on August 3, 2011, File No. 33-35243)

10.15 Form of Restricted Share Unit Agreement under the SunCoke Energy, Inc. Long-Term Performance Enhancement Plan, entered into
as of July 21, 2011, by and between SunCoke Energy, Inc. and employees of SunCoke Energy, Inc. or one of its Affiliates
(incorporated by reference herein to Exhibit 10.18 to SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the quarterly period
ended June 30, 2011 filed on August 3, 2011, File No. 33-35243)

*10.16 Form of Indemnification Agreement, dated as of October 31, 2011, individually entered into between SunCoke Energy, Inc. and each
director of the Company

*31.1 Chief Executive Officer Certification Pursuant to Exchange Act Rule 13a-14(a) or Rule 15d-14(a), as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002

*31.2 Chief Financial Officer Certification Pursuant to Exchange Act Rule 13a-14(a) or Rule 15d-14(a), as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002

*32.1 Chief Executive Officer Certification Pursuant to Exchange Act Rule 13a-14(b) or Rule 15d-14(b) and Section 1350 of Chapter 63 of
Title 18 of the United States Code, as Adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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*32.2 Chief Financial Officer Certification Pursuant to Exchange Act Rule 13a-14(b) or Rule 15d-14(b) and Section 1350 of Chapter 63 of
Title 18 of the United States Code, as Adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101 The following financial statements from SunCoke Energy, Inc.�s Quarterly Report on Form 10-Q for the three months and nine months
ended September 30, 2011, filed with the Securities and Exchange Commission on November 2, 2011, formatted in XBRL
(eXtensible Business Reporting Language is attached to this report): (i) the Condensed and Consolidated Statements of Operations;
(ii) the Condensed and Consolidated Balance Sheets; (iii) the Condensed and Consolidated Statements of Cash Flows; and, (iv) the
Notes to Condensed and Consolidated Financial Statements, tagged as blocks of text. Users of this data are advised pursuant to Rule
406T of Regulation S-T that this interactive data file is deemed not filed or part of a registration statement or prospectus for purposes
of sections 11 or 12 of the Securities Act of 1933, is deemed not filed for purposes of section 18 of the Securities and Exchange Act of
1934, and otherwise is not subject to liability under these sections.

* Filed herewith.
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