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Item 1. Consolidated Financial Statements.

CURRENT ASSETS:
Cash and cash equivalents

PART I - FINANCIAL INFORMATION

ADA-ES, Inc. and Subsidiaries

Consolidated Balance Sheets

(Amounts in thousands, except share data)

ASSET

Trade receivables, net of allowance for doubtful accounts

Notes receivable
Certificates of deposit
Assets held for sale
Prepaid expenses and other

Total current assets

PropERTY AND EQUIPMENT, at cost
Less accumulated depreciation and amortization

Net property and equipment

GoopwILL, net of amortization
INTANGIBLE ASSETS, net of amortization
INVESTMENT IN UNCONSOLIDATED ENTITIES
DEFERRED TAXES AND OTHER ASSETS

ToraL ASSETS

LIABILITIES AND STOCKHOLDERS EQUITY

CURRENT LIABILITIES:

Accounts payable

Accrued payroll and related liabilities
Deferred revenue, current

Accrued expenses and other liabilities

Total current liabilities

LoNG-TERM LIABILITIES:
Accrued liabilities
Deferred revenue, accrued warranty and other

Total liabilities

September 30,
2010
(Unaudited)

$ 2,992
7,140

1,768

505

0

867

13,272

7,725
(3,016)

4,709

435
249
16,921
14,245

$ 49,831

$ 3,442
638

4,813

282

9,175

19,922
6,390

35,487

December 31,
2009

$ 1,456
5,812

0

400

1,987

1,182

10,837

3,100
(2,252)

848

435
229
21,776
6,842

$ 40967

$ 5,312
578

1,452

1,306

8,648

6,822
1,146

16,616
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CommiTMENTS AND CONTINGENCIES

StockHoLDERs EqQuiry:

ADA-ES, Inc. stockholders equity

Preferred stock: 50,000,000 shares authorized, none outstanding

Common stock: no par value, 50,000,000 shares authorized, 7,481,718 and 7,093,931 shares issued
and outstanding, respectively

Accumulated deficit

Total ADA-ES, Inc. stockholders equity
Non-controlling interest

TorAL STocKHOLDERS EqQuiTy
TorAL LIABILITIES AND STOCKHOLDERS EQuiTy

See accompanying notes.

39,151
(25,101)

14,050
294

14,344

49,831

$

0

37,000
(12,748)

24,252
99

24,351

40,967
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ADA-ES, Inc. and Subsidiaries
Consolidated Statements of Operations
(Amounts in thousands, except per share data)

(Unaudited)

Three Months Ended
September 30,
2010 2009

REVENUE:
Emissions control $ 2,551 $ 3,056
CO, capture 467 525
Refined coal 4,491 154
Total revenues 7,509 3,735
Cost oF REVENUES:
Emissions control 1,334 1,913
CO, capture 191 284
Refined coal 158 339
Total cost of revenues 1,683 2,536
GRross MARGIN 5,826 1,199
OtHER Costs AND EXPENSES:
General and administrative 10,470 7,920
Research and development 258 175
Depreciation and amortization 300 140
Total expenses 11,028 8,235
OPERATING Loss (5,202) (7,036)
OTHER INCOME (EXPENSE):
Interest and other income 200 5
Equity in loss from unconsolidated entities (see Note 2) (2,389) (1,473)
Total other income (expense) (2,189) (1,468)
Loss BErore INcoME Tax PRoVISION AND NON-CONTROLLING INTEREST (7,391) (8,504)
INcoME TAXx BENEFIT 3,489 3,033
NET Loss BEFORE NON-CONTROLLING INTEREST (3,902) 5,471)
Net (income) loss attributable to non-controlling interest (1,921) 156
Ner Loss ArtriBuTABLE TO ADA-ES $ (5,823) $(5,315)

Nine Months Ended
September 30,
2010 2009
$ 7215 $ 12,242
1,607 1,068
4,491 154
13,313 13,464
4,355 7,240
599 543
1,170 520
6,124 8,303
7,189 5,161
21,225 13,483
639 565
839 417
22,703 14,465
(15,514) (9,304)
2,010 25
(5,138) (2,752)
(3,128) (2,727)
(18,642) (12,031)
7,189 4,311
(11,453) (7,720)
(900) 232
$(12,353) $ (7,488)
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Ner Loss PEr CommoN SHARE ~ Basianp DiLutep AttriBuTABLE TO ADA-ES $ (078 $ (0.76) $ (@1.68) $ (1.08)
WEIGHTED AVERAGE COMMON SHARES QUTSTANDING 7,455 7,021 7,359 6,940
WEIGHTED AVERAGE DILuTED COMMON SHARES QOUTSTANDING 7,455 7,021 7,359 6,940

See accompanying notes.
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ADA-ES, Inc. and Subsidiaries
Consolidated Statements of Changes in Stockholders Equity
Nine Months Ended September 30, 2010 and 2009

(Amounts in thousands, except share data)

(Unaudited)
COMMON STOCK TorAL
ADA-ES,
Inc.
(ACCUMULATED STOCKHOLDERS
SHARES AMOUNT DEFICIT) EqQuIity

BaLaNCEs, January 1, 2009 6,755,932 $35,812 $ B.977) % 31,835
Stock-based compensation 242,996 846 0 846
Issuance of stock on exercise of options 1,250 4 0 4
Issuance of Stock to 401(k) plan 44,337 147 0 147
Capital contribution 0 0 0 0
Deconsolidation of Carbon Solutions 0 0 0 0
Expense of stock registration 0 (12) 0 (12)
Net loss 0 0 (7,488) (7,488)
Barances, September 30, 2009 7,044,515 $ 36,797 $ (11465 $ 25,332
BALANCES, January 1, 2010 7,093,931 $ 37,000 $ (12,748 $ 24,252
Stock-based compensation 208,052 958 0 958
Issuance of stock on exercise of options 2,250 6 0 6
Issuance of stock to 401(k) plan 33,600 213 0 213
Issuance of stock for cash 143,885 1,000 0 1,000
Expense of stock issuance and registration 0 (26) 0 (26)
Equity contributions 0 0 0 0
Distributions 0 0 0 0
Net (loss) income 0 0 (12,353) (12,353)
BavLaNcEs, September 30, 2010 7,481,718 $39,151 $ (@25,101) $ 14,050

See accompanying notes.

NoON-
CONTROLLING

INTEREST

$ 25,152
0

0

0

121
(25,059)

0
(232)

$ (18)

SO OO 0o

0
2,089
(2,794)

900

$ 294

TorAL
EqQuity
$ 56,987
846
4
147
121
(25,059)
(12)
(7,720)

$ 25314

$ 24,351
958

6

213
1,000
(26)
2,089
(2,794)
(11,453)

$ 14,344
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ADA-ES, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
(Amounts in thousands)

(Unaudited)

CasH FLows FROM OPERATING A CTIVITIES:

Net loss

Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Depreciation and amortization

Loss on asset dispositions and securities

Deferred tax benefit

Expenses paid with stock and stock options

Equity in net loss from unconsolidated entities

Non-cash gain from joint venture partner

Non-controlling interest in net income (loss) of subsidiary
Changes in operating assets and liabilities:

Trade receivables, net

Prepaid expenses and other

Accounts payable

Accrued payroll and related liabilities

Deferred revenue

Accrued liabilities

Other liabilities

Net cash provided by (used in) by operating activities

CasH FLows FROM INVESTING A CTIVITIES:

Capital expenditures for equipment and other assets
Cash balance held in deconsolidated subsidiary
Equity contributions to unconsolidated entity
Investment in certificate of deposit

Net cash used in investing activities

CasH FLows FrRoM FINANCING A CTIVITIES:

Equity investments in joint venture by non-controlling interest
Distributions by joint venture to non-controlling interest
Exercise of stock options and issuance of common stock
Stock issuance and registration costs

Net cash provided by financing activities

INCREASE (DECREASE) IN CasH AND CasH EQUIVALENTS

CasH aND CasH EqQuivaLENTs, beginning of period

CasH anp Cast EquivaLents, end of period

Nine Months Ended
September 30,
2010 2009

$(12,353) $ (7.488)

859 415

0 21
(7,188) 4311)
1,171 993
5,138 2,752
(1,768) 0
900 (232)
(1,328) 270
100 (419)
(1,870) 979
60 (326)
8,196 (543)
13,100 5,826
(615) 504
4,402 (1,559)
(2,753) (384)
0 (25,171)
(283) 0
(105) (400)

(3,141) (25,955)

2,089 121
(2.,794) 0
1,006 4

(26) (12)

275 113
1,536 (27.401)
1,456 28,201

$ 2992 $ 800
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SuPPLEMENTAL SCHEDULE OF NON-CAsH FLow FINANCING A CTIVITIES:

Stock and stock options issued for services $ 1,171 $ 993

See accompanying notes.
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ADA-ES, Inc. and Subsidiaries
Notes to Consolidated Financial Statements (Unaudited)

September 30, 2010

(1) Basis of Presentation

ADA-ES, Inc. ( ADA ), its wholly-owned subsidiary, ADA Environmental Solutions, LLC ( ADA LLC ) and ADA s 50% joint venture interest in
Clean Coal Solutions, LLC and its subsidiaries ( Clean Coal ), are collectively referred to as the Company . The Company is principally engaged
in providing environmental technologies and specialty chemicals to the coal-burning utility industry. The Company generates a substantial part

of its revenue from the sale of emissions control systems including Activated Carbon Injection (  ACI ) systems, contracts co-funded by the
government and industry and development and sale of technology, services and equipment for the refined coal ( RC ) market. The Company s

sales occur principally throughout the United States.

The accompanying unaudited interim consolidated financial statements have been prepared in accordance with U.S. generally accepted
accounting principles for interim financial statements and with the instructions to Form 10-Q and Article 10 of Regulation S-X and, therefore, do
not include all of the information and footnotes required by U.S. generally accepted accounting principles for complete financial statements. The
consolidated financial statements include the financial statements of ADA and its subsidiaries, ADA LLC and Clean Coal. We have eliminated
all significant intercompany balances and transactions in consolidation.

In the opinion of management, the consolidated financial statements include all adjustments (consisting of normal recurring adjustments)
considered necessary for a fair presentation of the results of operations, financial position and cash flows for the interim periods presented.
Operating results for the three and nine months ended September 30, 2010 are not necessarily indicative of the results that may be expected for
the year ending December 31, 2010.

These statements should be read in conjunction with the consolidated financial statements and related notes to the consolidated financial
statements included in our Annual Report on Form 10-K for the year ended December 31, 2009. The accounting policies used in preparing these
consolidated financial statements are the same as those described in our Form 10-K except with respect to revenue recognition on significant
agreements which is discussed in Note 4.

The Company prepares its consolidated financial statements in conformity with U.S. generally accepted accounting principles. The preparation
of these financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

(2) Equity Investment in Unconsolidated Entities
ADA Carbon Solutions

On October 1, 2008, the Company entered into a Joint Development Agreement ( JDA ) and formed a joint venture with Energy Capital Partners
I, LP and its affiliated funds ( ECP ) known as ADA Carbon Solutions, LLC ( Carbon Solutions ) at which time ADA controlled Carbon Solutions
through its 50% interest and previously consolidated Carbon Solutions with the accounts of ADA. As of June 30, 2009, the Company
deconsolidated Carbon Solutions as the Company no longer held a controlling 50% interest in Carbon Solutions as the Company s joint venture
partner converted a portion of its preferred equity contribution to ordinary capital contributions as of that date. Additional preferred equity
contributions have been converted since that time and accordingly, the Company s interest has been decreased to 28.7% which represents the
Company s interest as of September 30, 2010. Carbon Solutions includes its wholly-owned subsidiaries, which include Red River Environmental
Products, LLC ( Red River ) for which the Company provides guarantees as described in Note 9 as well as other subsidiaries. The Company s net
investment of $16.6 million as of September 30, 2010 in Carbon Solutions is accounted for under the equity method of accounting. Accordingly,
the Company s equity in the net loss of Carbon Solutions for the three and nine months ended September 30, 2010 has been recognized in other
income (expense) in the consolidated statement of operations and the Company s investment in Carbon Solutions has been reduced by the
Company s respective share of such loss. Carbon Solutions is principally engaged in development activities related to its activated carbon ( AC )
business and construction and operation of an AC manufacturing facility (the AC Facility ).

10
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The Company provides certain services to Carbon Solutions under a Master Services Agreement ( MSA ). Sales and other revenues under the
MSA totaled $60,000 and $250,000 for the three and nine months ended September 30, 2010, respectively, which amounts are included in
emissions control revenues in the accompanying consolidated statement of operations. At September 30, 2010, $51,000 was due from Carbon
Solutions, which amount is included in the Company s consolidated balance sheet in trade receivables.

11
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Under the terms of the JDA, the Company is required to indemnify ECP and Carbon Solutions for certain damages and expenses they incur with
respect to the Company s litigation and arbitration with Norit Americas, Inc. ( Norit ) described in Part II, Item 1. As of September 30, 2010, the
Company has recorded a liability to Carbon Solutions of approximately $19.9 million related to such expenses of Carbon Solutions. These
amounts have been classified as non-current liabilities as the Company expects to satisfy the obligation through resources not involving current

assets.

Following are summarized information as to assets, liabilities and results of operations of Carbon Solutions:

As of As of
September 30, 2010 December 31, 2009
(In thousands)
Current assets $ 42,200 $ 29,029
Property, equipment and other long term assets 324,582 230,588
Total assets $ 366,782 $ 259,617
Total liabilities $212,230 $ 95,680
Three Months Ended Nine Months
September Ended
30, 2010 September 30, 2010
(In thousands)
Net revenue $ 4,682 $ 14,707
Net loss $ (8,471 $ (17,011)

Clean Coal Solutions Services

On January 20, 2010, the Company, together with Clean Coal, formed Clean Coal Solutions Services, LLC ( CCSS ) for the purpose of operating
the RC facilities leased to a third party. The Company has a 50% ownership interest in CCSS (but does not control it) and the Company s
investment of $330,000 as of September 30, 2010 includes its share of CCSS income since its formation which has been accounted for under the

equity method of accounting.

Following are summarized information as to assets, liabilities and results of operations of CCSS:

As of
September 30, 2010
(In thousands)
Current assets $ 877
Property, equipment and other long term assets 394
Total assets $ 1,271
Total liabilities $ 621
Nine Months Ended
September 30,
2010

(In thousands)

12
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Net revenue $ 1,099
Net income $ 93

(3) Notes Receivable

NexGen Refined Coal, LLC ( NexGen ), the Company s partner in Clean Coal, is required to pay the Company up to $4 million in order to
maintain its 50% interest in Clean Coal. In June 2010, NexGen executed notes payable to the Company for approximately $1.8 million with a
due date of June 2012. Prior to that date, the Company expects to receive payments from NexGen based upon a portion of cash distributed to
NexGen from Clean Coal, with a portion of that amount to be applied as payment on the notes and any additional amounts to be applied to the
remainder of the total $4 million expected to be paid by NexGen. The notes and remaining balance are accruing interest at the rate of 5% per
annum.

Payments on the principal amount of the notes are expected to be received by the Company within the period ending September 30, 2011.
During the second quarter of 2010, the Company recognized a non-operating gain of $1.8 million as a result of these notes, which is included in
interest and other income on the consolidated statement of operations.

13
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(4) Deferred Revenue

Deferred Revenue consists of (1) billing in excess of costs and earnings on incomplete contracts; (2) unearned revenues on licensing of the
Company s intellectual property (as discussed further below); and (3) deferred rent revenue related to Clean Coal s lease agreements in which it
recently leased its RC facilities (also as discussed further below).

In June 2010, the Company entered into a Development and License Agreement with Arch Coal, Inc. ( Arch Coal ) in which the Company
licensed, on an exclusive non-transferable basis, the use of certain of its technology to enhance coal by the application of additives and received
a non-refundable license fee of $2 million in cash. The Company expects to recognize these revenues as the technology is further evaluated and
developed and the licensee realizes the benefits of the technology. The Company expects to sell certain chemical additives to the licensee which
is expected to enhance the licensee s coal. Future revenues which are expected to be recognized in the near term are included in current deferred
revenues and those revenues expected to be recognized subsequent to September 30, 2011 are included in deferred revenue, accrued warranty
and other. A summary of expected revenue recognition is as follows:

Expected
revenue
12-months ending September 30, recognition
(In thousands)
2011 $ 1,332
2012 335
Total $ 1,667

In June 2010, Clean Coal executed agreements to lease its RC facilities. These agreements provided for, among other things, a prepaid rent
payment of $9 million for both leases that was made before June 30, 2010.

Thus far in 2010, the Company has received $4.4 million in total rent revenues of which $900,000 was from the prepaid rent payment. Future
revenues expected to be recognized with respect to the prepaid rent paid by the lessee are included in deferred revenues for the current period
and in deferred revenues, accrued warranty and other for the long-term period, and are as follows:

Expected
revenue
12-months ending September 30, recognition

(In thousands)
2011 $ 3,600
2012 3,600
2013 900
Total $ 8,100

(5) Net Loss Per Share

Basic loss per share is computed based on the weighted average common shares outstanding in the period. Diluted loss per share is computed
based on the weighted average common shares outstanding in the period and the effect of dilutive securities (stock options and awards) except
where the inclusion would be anti-dilutive.

All outstanding stock options (See Note 7) to purchase shares of Common Stock for the three and nine months ended September 30, 2010 and
2009 were excluded from the calculation of diluted shares as their effect is anti-dilutive.

14
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8
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(6) Property and Equipment
Property and equipment consisted of the following at the dates indicated:

As of December

Life in As of September 30, 31,
years 2010 2009
(In thousands)
Machinery and equipment 3-10 $ 6,967 $ 2,346
Leasehold improvements 2 508 504
Furniture and fixtures 3-7 250 250
7,725 3,100

Less accumulated depreciation and amortization (3,016) (2,252)
Total property and equipment, net $ 4,709 $ 8438

At December 31, 2009, $1,987,000 of accumulated costs, net of related depreciation, on the Company s RC facilities was classified as assets held
for sale in anticipation of a sale of such equipment. This equipment was subsequently leased in June 2010 and reclassified as machinery and
equipment as of June 30, 2010.

Depreciation and amortization of property and equipment for the nine months ended September 30, 2010 and 2009 was $859,000 and $407,000,
respectively.

(7) Share Based Compensation
Since 2003, the Company has had several stock and option plans, in addition to the Amended and Restated 2007 Equity Incentive Plan dated as

of August 31, 2010 (the 2007 Plan ) and the ADA-ES, Inc. Profit Sharing Retirement Plan, which is a plan qualified under Section 401(k) of the
Internal Revenue Code (the 401(k) Plan ) described below. These plans allow the Company to issue stock or options for shares of Common Stock
to employees, Board of Directors and non-employees.

Following is a table summarizing the stock option activity for the nine months ended September 30, 2010:

Director Weighted

& Non- Average

Employee Employee Exercise

Options Options Price

OprtioNs OUTSTANDING, January 1, 2010 270,265 9,000 $ 10.23

Granted 0 0 0.00
Exercised (2,250) 0 (2.80)
Forfeited (14,495) 0 (13.80)
Ortions OuTsTANDING, September 30, 2010 253,520 9,000 $ 10.10
Ortions ExercisaBLE, September 30, 2010 253,520 9,000 $ 10.10

The aggregate intrinsic value of options exercisable at September 30, 2010 was a loss of $1.4 million based on a market price of $4.80 as of
September 30, 2010.

16
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Stock options outstanding at September 30, 2010 are summarized in the table below:

Number
of Weighted Weighted
Options Average
Range of Outstanding Average Remaining
and Exercise Contractual
Exercise Prices Exercisable Price Lives
$2.80 8,165 $ 2.80 3.1
$8.60 - $10.00 183,343 $ 8.64 5.1
$13.80 - $15.20 71,012 $ 14.68 3.3
262,520 $ 10.10 4.5

No stock options were granted and/or vested during the three or nine months ended September 30, 2010.
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Although the Company adopted the 2007 Plan in 2007, it was further amended and restated as of August 31, 2010 to make non-material changes
to assure Internal Revenue Code Section 409A compliance and to increase the non-management director annual grant limit to 15,000 shares of
Common Stock from 10,000 shares. The 2007 Plan authorizes the issuance to employees, directors and non-employees of up to 745,779 shares
of Common Stock, either as restricted stock grants or to underlie options to purchase shares of the Company s Common Stock.

A summary of the status of the non-vested shares as of September 30, 2010 is presented below:

Non-vested Shares Shares
Non-vested at January 1, 2010 116,313
Granted 25,125
Vested (5,913)
Forfeited (1,905)
Non-vested at September 30, 2010 133,620

As of September 30, 2010, there was $230,000 of total unrecognized cost related to non-vested share-based compensation arrangements granted
under the Company s equity incentive plans. This cost is expected to be recognized over a five year period.

In 2009, the Company revised its 401(k) Plan. The revision permits the Company to issue shares of its Common Stock to employees to satisfy its
obligation to match employee contributions under the terms of the Plan in lieu of matching contributions in cash. The Company reserved
300,000 shares of its Common Stock for this purpose. The value of Common Stock issued as matching contributions under the Plan is
determined based on the per share market value of our Common Stock on the date of issuance.

Following is a table summarizing the activity under various stock issuance plans for the nine months ended September 30, 2010:

Stock Issuance Plans

Other
401(k) Stock
2007 Plan Plan Plans
Balance available, January 1, 2010 301,032 228,900 19,065
Restricted stock issued to new, anniversary and executive employees (25,125) 0 0
Restricted stock repurchased 1,905 0 0
Stock issued based on incentive and matching programs to employees (51,345) (33,600) 0
Stock issued to executives, directors and non- employees (126,487) 0 (7,000)
Balance available, September 30, 2010 99,980 195,300 12,065
Expense recognized under the different plans
Three months ended, September 30, 2010 $ 227,000 $ 73,000 $ 0
Nine months ended, September 30, 2010 $ 917,000 $ 213,000 $ 41,000

(8) Stockholders Equity

On March 23, 2010, the Company pursuant to certain agreements issued 143,885 shares of its Common Stock to Arch Coal and received
proceeds, net of issuance costs, totaling $993,000. The Company has filed a registration statement, which was effective September 1, 2010, to
register these shares in accordance with provisions of the registration rights agreement which was executed at the time of the stock subscription

18
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agreement.

For the periods ended September 30, 2010 and 2009, the non-controlling interest portion of stockholders equity includes a non-controlling
interest and deficit related to Clean Coal.

10

19



Edgar Filing: ADA-ES INC - Form 10-Q

(9) Commitments and Contingencies

Under certain contracts to supply ACI systems, the Company may grant performance guaranties to the owner of the systems that guarantee the
performance of the associated equipment for a specified period. The Company may also guarantee the achievement of a certain level of mercury
removal based upon the injection of a specified quantity of a qualified AC at a specified rate given other plant operating conditions. In the event
the equipment fails to perform as specified, the Company is obligated to correct or replace the equipment. In the event the level of mercury
removal is not achieved, the Company may have a make right obligation within the contract limits. The Company assesses the risks inherent in
each applicable contract and accrues an estimate that is based on costs incurred over the performance period of the contract. Such costs are
included in the Company s accrued warranty and other liabilities in the accompanying consolidated balance sheets. Any warranty costs paid out
in the future will be charged against the accrual. The adequacy of warranty accrual balances is assessed at least quarterly based on current facts
and circumstances and adjustments are made as needed. The change in the carrying amount for the Company s equipment warranties and
performance guaranties follows:

Three Months Nine Months
Ended Ended
September 30, September 30,
2010 2009 2010 2009

(In thousands) (In thousands)
Beginning Balance $ 630 $599 $ 604 $ 546
Warranties and guaranties accrued 13 43 70 101
Expenses paid 3) 27) (34) (32)
Ending Balance $ 640 $615 $ 640 $615

At September 30, 2010, the Company had a standby letter of credit for $105,000 related to an installation of an ACT system. This commitment
was not recorded on the Company s consolidated balance sheet as the Company does not expect the funds to be called upon under the letter of
credit.

Carbon Solutions

In 2008, the Company made certain guaranties and undertook other obligations related to Carbon Solutions. No liabilities associated with such
guaranties and obligations were recorded on the Company s consolidated balance sheet as the Company does not expect such guaranties and
obligations to be called upon.

Summaries of the guaranties and obligations related to Carbon Solutions as of September 30, 2010 are as follows:

As of
September 30, 2010
(In thousands)

AC Facility construction contract! $ 14,800
Equipment contracts? 6,500
Sales contract A guarantee’ 10,000
Sales contract B guarantee* 1,000
Total guaranties and obligations $ 32,300

The Company has guaranteed all amounts owed by Red River under its $243.6 million construction contract for the AC Facility. The
amount shown is the approximate remaining obligation under the contract. Red River can terminate this contract at any time and would be
liable for certain items.

20
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Red River entered into four contracts with an independent equipment supplier for the purchase of certain equipment. A parent guaranty is
applicable to both the Company and our partner in the joint venture. The amount shown is the approximate remaining obligation remaining
under these contracts. Red River may terminate these contracts at any time and would be liable for certain items.

The Company has also guaranteed the obligations of Red River under an amended sales contract with another major utility. Both parties
are entitled to require specific performance of the other in limited circumstances when the cover remedies prove inadequate. No later than
five business days after the third party debt financing portion for the AC Facility is obtained, each party is obligated to deliver to the other
a $10 million standby, unconditional, irrevocable letter of credit to secure the obligations to the other party in the event of default.

The Company has also guaranteed the obligations of Red River under an amended sales contract with a different major utility. The
guaranty is effective until Red River has fulfilled its contractual obligations, which is estimated to occur in the second quarter of

2012, and may be terminated earlier based on Red River s financial position or the credit rating of its debt financing for the AC

Facility. This is the Company s maximum aggregate liability under the guaranty.

11
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Under the terms of the JDA, the Company is required to indemnify ECP and Carbon Solutions for certain damages and expenses they incur with
respect to the Company s litigation and arbitration with Norit described in Part II, Item 1. As of September 30, 2010, the Company has recorded a
liability to Carbon Solutions of approximately $19.9 million related to such damages and expenses recorded by Carbon Solutions. These

amounts have been classified as non-current liabilities as the Company expects to satisfy the obligation through resources not involving current
assets.

Clean Coal

The Company also has certain obligations in connection with the obligations of Clean Coal. Summaries of the guaranties and obligations related
to Clean Coal as of September 30, 2010 are as follows:

The Company, NexGen and two entities affiliated with NexGen have provided the lessee of its RC facilities with joint and several guaranties
(the CCS Party Guaranties ) guaranteeing all payments and performance due under the related transaction agreements. We also entered into a
contribution agreement with NexGen under which any party called upon to pay on a CCS Party Guaranty is entitled to receive contribution from
the other party equal to 50% of the amount paid.

The parent of the lessee in the RC facilities lease transactions has provided Clean Coal with a guaranty as to the payment only of all the initial
term fixed rent payments and the renewal term fixed rent payments under the related leases, which, although terminable at any time, cannot be
terminated without the substitution of such guaranty with another guaranty on similar terms from a creditworthy guarantor.

(10) Business Segment Information

The following information relates to the Company s three reportable segments: Emissions control ( EC ), Cfipture ( CC ) and Refined coal
( RC ). All assets are located in the U.S. and are not evaluated by management on a segment basis. All significant customers are U.S. companies.

Three Months
Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
(In thousands) (In thousands)
REVENUE:
EC $2,551 $ 3,056 $ 7,215 $12,242
CC 467 525 1,607 1,068
RC 4,491 154 4,491 154
Total $ 7,509 $ 3,735 $13,313 $ 13,464
SEGMENT PROFIT (LOSS):
EC $ 758 $ 894 $ 1,749 $ 4,172
CC 259 165 927 367
RC 4,146 (466) 2,613 (682)
Total $5,163 $ 593 $ 5,289 $ 3,857

A reconciliation of the reported total segment profit to net loss for the periods shown above is as follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
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Total segment profit

Non-allocated general and administrative expenses
Depreciation and amortization

Interest and other income

Equity in loss in non-consolidated entities

Income tax benefit

Net (income) loss attributable to non-controlling interest

Net loss

(In thousands)

$ 5,163
(10,065)
(300)

200
(2,389)
3,489
(1,921)

$ (5,823)

$ 593
(7,489)
(140)

5
(1,473)
3,033
156

$(5,315)

(In thousands)
$ 5,289 $ 3,857
(19,964) (12,744)

(839) (417)
2,010 25
(5,138) (2,752)
7,189 4,311
(900) 232

$(12,353)  $ (7,488)

Non-allocated general and administrative expenses include costs that benefit the business as a whole and are not directly related to any one of
our segments. Such costs include but are not limited to accounting and human resources staff, information systems costs, facility costs, audit

fees, non-project specific legal fees and corporate governance expenses.

12
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This Report contains forward-looking statements within the meaning of Section 21E of the Securities Exchange Act of 1934 that involve risks

and uncertainties. Words or phrases such as anticipate, assume, believe, hope, expect, intend, plan, the negative expressions of such w
similar expressions are used in this Report to identify forward-looking statements, and such forward-looking statements include, but are not

limited to, statements or expectations regarding:

(a) when Maximum Achievable Control Technology ( MACT )-based mercury and other regulations or pollution control requirements will be
promulgated and/or legislation impacting our business will be enacted and become effective and the scope and impact of such regulations
or legislation;

(b) expected long-term growth in our target markets;

(c) expected growth in the power industry s interest in and funding for carbon dioxide ( GO capture projects;

(d) continued funding by Congress of our Department of Energy ( DOE ) C@rojects, including industry cost share of such projects;

(e) impact of the rejection of permits for new coal-fired power plants by state officials;

(f)  the effectiveness of our technologies;

(g) the timing of awards of, and work under, our contracts and their value;

(h) expected production levels at our two Refined Coal ( RC ) facilities owned by Clean Coal Solutions, LLC ( Clean Coal ) and leased to a third
party;

(1)  the continued availability and qualification for Section 45 credits of the RC produced at the two RC facilities;

(j)  possible changes in the level of our ownership of ADA Carbon Solutions, LLC ( Carbon Solutions ), our joint venture with Energy Capital
Partners I, LP and its affiliated funds ( ECP );

(k) the expected costs, capacity of, funding of and anticipated sales levels at the activated carbon (  AC ) facility built by Red River
Environmental Products, LLC ( Red River ) in Coushatta, Red River Parish, Louisiana (the AC Facility );

(1)  the willingness and ability of ECP to continue to fund the final construction costs and operations of the AC Facility and legal expenses
relating to the arbitration with Norit Americas, Inc. ( Norit ) through contributions and loans to Carbon Solutions and its subsidiaries;

(m)
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timing and amounts of or changes in future revenues, funding for our business, margins, expenses, tax rate, cash flow, working capital,
liquidity and other financial measures;

(n) impact of pending legal actions and appeals, including the costs thereof and our indemnity obligations to Carbon Solutions and ECP; and

(o) the materiality of any future adjustments to previously recorded revenue as a result of DOE audits.

The forward-looking statements included in this Report involve risks and uncertainties. Actual events or results could differ materially from

those discussed in the forward-looking statements as a result of various factors including, but not limited to, lack of working capital to operate
our businesses, pay ongoing legal expenses and satisfy our obligations relating to the Norit legal proceedings; timing of new and pending
regulations and any legal challenges to them; the government s failure to enact legislation, promulgate regulations or appropriate funds that
benefit our business; changes in laws and regulations, prices, economic conditions and market demand; negative outcomes in our legal
proceedings; impact of competition; availability, cost of and demand for alternative energy sources and other technologies; technical, start up

and operational difficulties; inability to commercialize our technologies on favorable terms; our inability to ramp up our operations to effectively
address expected growth in our target markets; loss of key personnel; failure to satisfy performance guaranties; risks related to Carbon Solutions,
including the willingness and ability of ECP to continue to fund costs of operating Carbon Solutions pending receipt of additional financing;

ECP s conversion of outstanding loans to Red River or preferred equity to ordinary capital contributions in Carbon Solutions; demand by ECP of
payment on its loans to Red River or our indemnity obligations to it or Carbon Solutions; ECP s control of Carbon Solutions and potential further
dilution of our interest; failure to satisfy conditions in our existing agreements; inability of Carbon Solutions to close acceptable debt financing

or off-take agreements with respect to the AC Facility in a timely manner; inability of Carbon Solutions to obtain necessary permits for its

mining operations or for new AC production facilities; inability of Carbon Solutions to respond to the expected increase in demand for AC
through the construction of additional AC facilities or our inability to participate in such projects due to lack of funds or otherwise; the failure of
the facilities leased by Clean Coal to continue to produce coal that qualifies for Internal Revenue Service ( IRS ) Section 45 tax credits;
termination of the leases of such facilities; decreases in the production of RC by the lessees of Clean Coal s RC facilities; plant outages;
seasonality; failure of Congress to extend the Section 45 tax credit placed-in-service date; availability of raw materials and equipment for our
businesses; our inability to realize our deferred tax assets; failure of Calgon Carbon Corporation ( Calgon ) to pay the judgment recently awarded
to us and its appeal of such judgment; as well as other fact