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Forward-Looking Statements

Statements included in this Form 10-Q are forward-looking statements. In addition, we and our representatives may from time to
time make other oral or written statements that are also forward-looking statements.

Such forward-looking statements include, among other things, statements regarding capital expenditures, acquisitions and
dispositions, expected commencement dates of mining, projected quantities of future production by our lessees and projected demand
for or supply of coal and aggregates that will affect sales levels, prices and royalties and other revenues realized by us.

These forward-looking statements are made based upon management's current plans, expectations, estimates, assumptions and
beliefs concerning future events impacting us and therefore involve a number of risks and uncertainties. We caution that forward-
looking statements are not guarantees and that actual results could differ materially from those expressed or implied in the forward-
looking statements.

You should not put undue reliance on any forward-looking statements. Please read “Item 1A. Risk Factors” in this Form 10-Q and
in our Form 10-K for the year ended December 31, 2008 for important factors that could cause our actual results of operations or our
actual financial condition to differ.



Part I. Financial Information

Item 1. Financial Statements

NATURAL RESOURCE PARTNERS L.P.

CONSOLIDATED BALANCE SHEETS
(In thousands)

ASSETS

Current assets:
Cash and €ash BQUIVAIENTS...........c.ciiiiiirie e e
Accounts receivable, net of allowance for doubtful accounts..........cccceevvvvveverennen.
Accounts receivable — affiliate .........cccvi e

I 13 1o IO SRRSO
Plant and eqUIPMENT, NEL......cviieiice e nrs
Coal and other mineral Fights, NEL..........coiiiiiee e
INtANQGIDIE SSELS, NEL .. .iiiceicec et snen
L0an fiNANCING COSES, NEL......cviieieiiiieeie ettt sre e
OThEr SSELS, NEL ...iviiiiiciiece ettt et be et e et e e b e e tbesbeesbeesbeeresnnes

TOTAL ASSELS ..veeveiieiie ittt ettt ettt e s e s be e sbe e sbe e be e e ere e ebeeebeenre e

LIABILITIES AND PARTNERS’ CAPITAL

Current liabilities:

Accounts payable and accrued liabilities...........cccovevevevievini e
Accounts payable — affiliates ..o
Obligation related t0 aCQUISTEION...........coviiiiiiiirieiie e
Current portion of long-term debt...........cccooeiiiiiiiii
Accrued incentive plan expenses — current POrtion .........ccocveevecvereererenenesesenenans
Property, franchise and other taxes payable...........cccvvviviiviievinnie e
ACCTUBH INEEIESE ...ttt ettt sttt b
Total current aDIITIES. .......coi i
DETEITEA FBVENUE ...ttt ettt et bt n e e bt
Accrued iNCENtIVE PlAN EXPENSES .....cveivirterieiterierietie ettt sttt e e e b e sne s
LONG-TEIM AEDL ...t et
Partners' capital:
Common units outstanding: (69,451,136 in 2009, 64,891,136 in 2008).................
General Partner’s INEIESt.........cciieieeeeieee e ste et s ae e e e sresbesresre s
Holders of incentive distribution rights ..o
Accumulated other comprehensive 10SS.........coccceieieiiiie s
Total partners’ Capital.........ccoveveiiiiiie i s
Total liabilities and partners’ capital ...........ccccccoveiiiiieiii e,

The accompanying notes are an integral part of these financial statements.

September 30, December 31,
2009 2008
(Unaudited)

$ 60,880 $ 89,928
29,873 31,883
2,211 1,351
254 934
93,218 124,096
24,343 24,343
69,087 67,204
1,157,092 979,692
162,779 102,828
3,005 2,679
599 498
$1,510,123 $1,301,340
$ 927 $ 861
156 365
11,843 —
32,235 17,235
4,235 3,179
4,490 6,122
3,362 6,419
57,248 34,181
51,060 40,754
5,594 4,242
620,587 478,822
757,550 719,341
13,717 13,579
4,977 11,069
(610) (648)
775,634 743,341
$1,510,123 $1,301,340



NATURAL RESOURCE PARTNERS L.P.

CONSOLIDATED STATEMENTS OF INCOME
(In thousands, except per unit data)

Three Months Ended

Nine Months Ended

September 30, September 30,
2009 2008 2009 2008
(Unaudited)
Revenues:
Coal FOYAILIES ..o $ 49307 $ 58,323 $ 148,294 $167,501
Aggregate royalties ........ccocveeveverenievene e 1,700 2,280 4,697 7,575
Coal processing fEeS......cuuveverererere s 1,508 2,044 5,808 5,698
Transportation feS.......cccvvvivveieeiere e 3,049 3,183 8,634 8,193
Oil and gas royalties..........cccoereireniineneeeee 1,203 2,201 3,649 5,579
PrOPerty taXEeS......oveeieeieiie e 3,311 2,263 9,036 7,760
Minimums recognized as reVenUE...........coceveeveereenerieneens 775 737 1,065 1,193
Override royalties. ... 2,077 3,133 5,961 7,638
OFNET o 1,032 2,032 3,038 4,706
TOtal FEVENUES....c.vcveeicie et 63,962 76,196 190,182 215,843
Operating costs and expenses:
Depreciation, depletion and amortization....................... 12,952 17,042 48,026 48,849
General and administrative.........c.coceeveeceevee e 4,586 1,732 17,926 12,771
Property, franchise and other taxes ...........cccovevevcvvernenn, 4,273 2,822 11,399 10,569
Transportation COSES .......cvvvevereererererese e 403 431 1,144 960
Coal royalty and override payments..........ccccoceeerervriennnn 353 287 1,214 939
Total operating costs and eXpenses..........ccooevrevenenn 22,567 22,314 79,709 74,088
Income from Operations ..........cccooevvvevenieneeieeee e 41,395 53,882 110,473 141,755
Other income (expense):
INTErESt EXPENSE. ...ttt (10,762) (6,912) (29,516) (21,336)
INEErest INCOME........oiiiiiiriireee e 18 368 196 1,124
NEL INCOME ..ttt $ 30651 $ 47,338 $ 81,153 $ 121543
Net income attributable to:
General Partner.........ccocveieiiee s $ 513 $ 738 $ 1052 $ 1,854
Holders of incentive distribution rights............ccccceeevnnn. $ 4,977 $ 10,446 $ 28538 $ 28,845
Limited Partners.......cccovvivveeienieeiese e $ 25161 $ 36,154 $ 51563 $ 90,844
Basic and diluted net income per limited partner unit ......... $ 036 $ 055 $ 077 $ 1.40
Weighted average number of units outstanding ................. 69,451 64,891 67,113 64,891

The accompanying notes are an integral part of these financial statements.



NATURAL RESOURCE PARTNERS L.P.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Nine Months Ended

September 30,
2009 2008
(Unaudited)
Cash flows from operating activities:
L A T To0] 4TSRS $ 81,153 $ 121,543
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation, depletion and amortization ............ccoceevvevernienensienense e 48,026 48,849
Non-cash interest charge, Net ... ivriviircec e 1,336 266
Loss from disposition OF @SSELS .......cevvereiireneiree e — 32
Change in operating assets and liabilities:
ACCOUNES TECEIVADIE ... (20) (11,294)
OFNEE BSSELS ...ttt b et ebe et ere e 579 892
Accounts payable and accrued liabilities ...........cccoevvniiiinii (143) 447
ACCIUBH INEEIEST ...ttt bbbt (3,214) (3,199)
DETEITEA FEVENUE ... .ecviieiiitiicte ettt sttt ettt be e be b e et e eraesree 10,306 3,989
Accrued incentive plan EXPENSES ... 2,408 (506)
Property, franchise and other taxes payable.........c..cccocevveieviniieniese e, (1,632) (1,876)
Net cash provided by operating activities ........c..ccoeveverererevcrie s 138,799 159,143
Cash flows from investing activities:
Acquisition of land, coal and other mineral rights ..o, (114,986) —
Acquisition or construction of plant and equipment ...........cccccoeriiiiiicnnenn (1,157) (9,952)
Net cash used in iNVesting aCtiVIties ...........cccevvvereiiiienei e (116,143) (9,952)
Cash flows from financing activities:
Proceeds from 10NS........cocueiiiiecie ettt ettt et 325,000 —
Deferred fINANCING COSES ......vcuiiiiviiiririeiiisieeisee et (661) —
RepaymMeNt OF [0ANS..........cuiuieririeiii e (168,235) (17,235)
Retirement of obligation related to acquUISItIONS...........ccccorneieniciiincces (63,000)
Costs associated with iSSUaNCe Of UNITS..........cccvvereiineneiinceesee e (21) —
Distributions t0 PArNEIS .......cccecieiiiciecee e (144,787) (125,885)
Net cash used in financing activities ..........ccocvvvveiviieeievcrc s (51,704) (143,120)
Net increase (decrease) in cash and cash equivalents ............ccccoooevnniinnnns (29,048) 6,071
Cash and cash equivalents at beginning of period ............ccocvevviviivevevinieinnnnns 89,928 58,341
Cash and cash equivalents at end of Period.............ccocovcvviriiiiiciiinciic $ 60,880 $ 64,412
Supplemental cash flow information:
Cash paid during the period for iNterest...........ccoovevveiiineiiciee e $ 31,316 $ 24179
Non-cash investing activities:
Equity issued for aCQUISITIONS ..........cccvveeeieirinnniceeeissse e $ 95,910 $ —
Liability assumed in aCqUISItIONS .........ccvivveeeiierierieie e sesve e re e enea 1,170 —
Non-cash financing activities:
Obligation related to purchase of coal reserves and infrastructure ................. $ 74,022 —

The accompanying notes are an integral part of these financial statements.



NATURAL RESOURCE PARTNERS L.P.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Basis of Presentation and Organization

The accompanying unaudited consolidated financial statements have been prepared in accordance with generally accepted
accounting principles for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X.
Accordingly, they do not include all of the information and footnotes required by generally accepted accounting principles for
complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered
necessary for a fair presentation have been included. Operating results for the three and nine months ended September 30, 2009 are
not necessarily indicative of the results that may be expected for future periods.

You should refer to the information contained in the footnotes included in Natural Resource Partners L.P.’s 2008 Annual Report
on Form 10-K in connection with the reading of these unaudited interim consolidated financial statements.

The Partnership engages principally in the business of owning, managing and leasing coal properties in the three major coal-
producing regions of the United States: Appalachia, the Illinois Basin and the Western United States. The Partnership does not operate
any mines. The Partnership leases coal reserves through its wholly owned subsidiary, NRP (Operating) LLC, (“NRP Operating™), to
experienced mine operators under long-term leases that grant the operators the right to mine the Partnership’s coal reserves in
exchange for royalty payments. The Partnership’s lessees are generally required to make payments to the Partnership based on the
higher of a percentage of the gross sales price or a fixed royalty per ton of coal sold, in addition to a minimum payment.

In addition, the Partnership owns coal transportation and preparation equipment, aggregate reserves, other coal related rights and
oil and gas properties on which it earns revenue.

The general partner of the Partnership is NRP (GP) LP, a Delaware limited partnership, whose general partner is GP Natural
Resource Partners LLC, a Delaware limited liability company.

2. Recent Accounting Pronouncements

In September 2006, the FASB issued a new fair value standard, which defines fair value, establishes a framework for measuring
fair value in generally accepted accounting principles, and expands disclosures about fair value measurements. This standard
eliminates inconsistencies found in various prior pronouncements but does not require any new fair value measurements. This
standard was effective for the Partnership on January 1, 2008, but in February 2008, the FASB, permitted entities to delay application
of this new standard to fiscal years beginning after November 15, 2008, for nonfinancial assets and nonfinancial liabilities, except for
items that are recognized or disclosed at fair value in the financial statements on a recurring basis (at least annually). On January 1,
20009, the Partnership began applying the new fair value requirements to nonfinancial assets and nonfinancial liabilities that are not
recognized or disclosed on a recurring basis.

On April 9, 2009, the FASB issued authoritative guidance that requires disclosures about fair value of financial instruments for
interim reporting periods of publicly traded companies as well as in annual financial statements. This authoritative guidance also
requires those disclosures in summarized financial information at interim reporting periods. This authoritative guidance was effective
for interim reporting periods ending after June 15, 2009, and requires that the Partnership provide fair value footnote disclosure related
to its outstanding debt quarterly but will otherwise not materially impact the financial statements. Fair value measurements are
disclosed in Note 8. Fair Value Measurements.

In December 2007, the FASB issued a new business combination standard that establishes principles and requirements for how an
acquirer in a business combination recognizes and measures in its financial statements the identifiable assets acquired, the liabilities
assumed, and any controlling interest; recognizes and measures goodwill acquired in the business combination or a gain from a
bargain purchase; and determines what information to disclose to enable users of the financial statements to evaluate the nature and
financial effects of the business combination. The Partnership adopted this standard on January 1, 2009 and, therefore, acquisitions
accounted for as business combinations that are completed by the Partnership in 2009 and thereafter will be impacted by this new
standard.



In December 2007, the FASB issued a new standard that establishes new accounting and reporting standards for the noncontrolling
interest in a subsidiary and for the deconsolidation of a subsidiary. This authoritative guidance was effective for the Partnership on
January 1, 2009. The adoption did not impact the financial statements.

In June 2008, the FASB issued new authoritative guidance determining whether instruments granted in share-based payment
transactions are participating securities. This authoritative guidance affects entities that accrue cash dividends on share-based
payment awards during the awards’ service period when the dividends do not need to be returned if the employees forfeit the award.
This authoritative guidance requires that all outstanding unvested share-based payment awards that contain rights to nonforfeitable
dividends participate in undistributed earnings with common shareholders and are considered participating securities. Because the
awards are considered participating securities, the issuing entity is required to apply the two-class method of computing basic and
diluted earnings per share. The provisions of this authoritative guidance were effective for the Partnership on January 1, 2009, but
because distributions accrued on the Partnership’s share-based payment awards are subject to forfeiture, the adoption did not impact
earnings per unit.

In May 2009, the FASB issued a subsequent events standard, which established general standards of accounting for and disclosure
of events that occur subsequent to the balance sheet date but before financial statements are issued. This standard defines (1) the
period after the balance sheet date during which management of a reporting entity should evaluate events or transactions for potential
recognition or disclosure in the financial statements; (2) the circumstances under which an entity should recognize events or
transactions occurring after the balance sheet date in its financial statements; and (3) the disclosures that an entity should make about
events or transactions that occurred after the balance sheet date. Under this standard, a public reporting entity shall evaluate
subsequent events through the date the financial statements are issued. The Partnership adopted this standard for the quarter ended
June 30, 2009. The adoption did not impact the financial position, results of operations or cash flows. As disclosed in Note 15.
Subsequent Events, the Partnership evaluated events that have occurred subsequent to September 30 through the time of filing on
November 5, 2009.

In June 2009, the FASB issued a new standard that establishes the Codification as the source of authoritative U.S. accounting and
reporting standards recognized by the FASB for use in the preparation of financial statements of nongovernmental entities that are
presented in conformity with GAAP. Rules and interpretive releases of the SEC under authority of federal securities law are also
sources of authoritative GAAP for SEC registrants. This standard is effective for interim and annual reporting periods after September
15, 2009. This standard had no impact on the Partnership’s financial position, results of operations or cash flows.

Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies are not expected to
have a material impact on the Partnership’s financial position, results of operations and cash flows.

3. Significant Acquisitions

Colt — In September 2009, the Partnership signed a definitive agreement to acquire approximately 200 million tons of coal reserves
related to the Deer Run Mine in Illinois from Colt LLC, an affiliate of the Cline Group, through eight separate transactions for a total
purchase price of $255 million. Upon closing of the first transaction, NRP paid $10.0 million, funded through its credit facility, and
acquired approximately 3.3 million tons of reserves associated with the initial production from the mine. Future closings anticipated
through 2012 will be associated with completion of certain milestones related to the new mine’s construction.

Blue Star — In July 2009, the Partnership acquired approximately 121 acres of limestone reserves in Wise County, Texas from Blue
Star Materials, LLC for a purchase price of $24 million. As of September 30, 2009, the Partnership had funded $12.0 million of the
acquisition with borrowings under the Partnership’s credit facility. The remaining payments are expected to be made over the next six
months upon completion of certain development milestones.

Gatling Ohio - In May 2009, the Partnership completed the purchase of the membership interests in two companies from Adena
Minerals, LLC, an affiliate of the Cline Group. The companies own coal reserves and infrastructure assets at Cline’s Yellowbush Mine
located on the Ohio River in Meigs County, Ohio. The Partnership issued 4,560,000 common units to Adena Minerals in connection
with this acquisition. In addition, the general partner of Natural Resource Partners granted Adena Minerals an additional nine percent
interest in the general partner as well as additional incentive distribution rights.

Massey — Jewell Smokeless. In March 2009, the Partnership acquired from Lauren Land Company, a subsidiary of Massey
Energy, the remaining four-fifths interest in coal reserves located in Buchanan County, Virginia in which the Partnership previously
held a one-fifth interest. Total consideration for this purchase was $12.5 million.



Macoupin - In January 2009, the Partnership acquired coal reserves and infrastructure assets related to the Shay No. 1 mine in
Macoupin County, Illinois for $143.7 million from Macoupin Energy, LLC, an affiliate of the Cline Group.

4. Plant and Equipment

The Partnership’s plant and equipment consist of the following:

September 30,  December 31,
2009 2008
(In thousands)
(Unaudited)

CONSEIUCLION IN PIOCESS .....vuvvvevcvetetereee ettt bbb bbb e $ — $ 8,524
Plant and eqUIPMENT AL COSt.....cviiiiiiiiieiee e 84,732 68,197
Accumulated depreCiation.......ccccieieieiieiese e (15,645) (9,517)
NEt DOOK VAIUE ..o $ 69,087 $ 67,204
Nine months ended
September 30,
2009 2008
(In thousands)
(Unaudited)

Total depreciation expense on plant and equipmeNnt ...........ccoovevvereerercevennsnennns $ 6,128 $ 3,707

5. Coal and Other Mineral Rights
The Partnership’s coal and other mineral rights consist of the following:

September 30, December 31,
2009 2008
(In thousands)
(Unaudited)

Coal and other Mineral FghtS..........ccociviiieieieee e $1,457,171 $ 1,253,314
Less accumulated depletion and amortization ...........cccccevvvvvevvevnieniesceeieccce e, (300,079) (273,622)
NEE DOOK VAIUE .......ecviciecie ettt re e be e sbeebe e $1,157,092 $ 979,692
Nine months ended
September 30,
2009 2008

(In thousands)
(Unaudited)

Total depletion and amortization expense on coal and other mineral rights............ $ 39,521 $ 42,718

Included in depletion in 2009 is a one time charge of $8.2 million related to a terminated lease resulting from a mine closure.



6. Intangible Assets

Amounts recorded as intangible assets along with the balances and accumulated amortization are reflected in the table below:

September 30, 2009 December 31, 2008
Gross Carrying Accumulated Gross Carrying  Accumulated
Amount Amortization Amount Amortization
(In thousands) (In thousands)

(Unaudited)
Finite-lived intangible assets
Above market transportation contracts........ $ 127,169 $ 5,055 $ 82,276 $ 3,683
Above market coal 1eases ............ccceevennen, 42,717 2,052 25,281 1,046
$ 169,886 $ 7107 $ 107,557 $ 4,729

As a part of the acquisition of coal reserves and transportation assets in the first nine months of 2009, the Partnership acquired
additional above market transportation contracts valued at $44.9 million and two above market coal leases valued at $17.5 million.

Amortization expense related to contract intangibles was $0.8 million and $0.9 million and $2.4 million and $2.4 million for the
three and nine months ended September 30, 2009 and 2008, respectively, and is based upon the production and sales of coal from
acquired reserves and the number of tons of coal transported using the transportation infrastructure. The estimates of expense for the
periods as indicated below are based on current mining plans and are subject to revision as those plans change in future periods.

Estimated amortization expense (In thousands, unaudited):

For remainder of year ended December 31, 2009 .........ccoirerimiriniieieene e $1,372
For year ended December 31, 2010 ........ccceveieeiieiieieie et e e e e st 5,026
For year ended December 31, 2011 .......c.ccvcveiiiieiieieie et ste et 5,390
For year ended December 31, 2012 ........ccccveiiiieiieieie et se st e e et 5,390
For year ended December 31, 2013 .......cccvoieeeieieesere e 5,390
For year ended December 31, 2014 .......cccvcveeeieierese e 5,390

7. Long-Term Debt

Long-term debt consists of the following:
September 30, December 31,
2009 2008
(In thousands)
(Unaudited)

$300 million floating rate revolving credit facility, due March 2012.............ccoceoviniinens $ 22,000 $ 48,000
5.55% senior notes, with semi-annual interest payments in June and December,

MAtUING JUNE 2013 .....ooieiiiie ettt se e et e neera e e e e neenrenrs 35,000 35,000
4.91% senior notes, with semi-annual interest payments in June and December, with

annual principal payments in June, maturing in June 2018 ..........cccceveveievernncesnseseenns 43,700 49,750
8.38% senior notes, with semi-annual interest payments in March and September, with

scheduled principal payments beginning March 2013, maturing in March 2019............. 150,000 —
5.05% senior notes, with semi-annual interest payments in January and July, with

annual principal payments in July, maturing in July 2020 ..........c.ccoceoiniininiincinies 84,615 92,308
5.31% utility local improvement obligation, with annual principal and interest

payments, maturing in March 2021 ...t e 2,307 2,499
5.55% senior notes, with semi-annual interest payments in June and December, with

annual principal payments in June, maturing in June 2023 ...........ccocoieiiiieniiie e 40,200 43,500
5.82% senior notes, with semi-annual interest payments in March and September, with

scheduled principal payments beginning March 2010, maturing in March 2024............. 225,000 225,000
8.92% senior notes, with semi-annual interest payments in March and September, with

scheduled principal payments beginning March 2014, maturing in March 2024............. 50,000 —
TOLAI AEDL ... bbb e et nbe e 652,822 496,057
Less — current portion of long term debt .........ccccveieiii i (32,235) (17,235)
g To B (=T 4 o < o) SR $ 620,587 $ 478,822

10



The Partnership has a $300 million revolving credit facility, and at September 30, 2009, $278 million was available under the
facility. The Partnership incurs a commitment fee on the undrawn portion of the revolving credit facility at rates ranging from 0.10%
to 0.30% per annum. Under an accordion feature in the credit facility, the Partnership may request its lenders to increase their
aggregate commitment to a maximum of $450 million on the same terms.

In March 2009, the Partnership completed a private placement of $200 million of senior unsecured notes. Two tranches of
amortizing senior notes were issued: $150 million that bear interest at 8.38%; and $50 million that bear interest at 8.92%. Both
tranches of the notes have semi-annual interest payments. These senior notes also provide that in the event that the Partnership’s
leverage ratio exceeds 3.75 to 1.00 at the end of any fiscal quarter, then in addition to all other interest accruing on these notes,
additional interest in the amount of 2.00% per annum shall accrue on the notes for the two succeeding quarters and for as long
thereafter as the leverage ratio remains above 3.75 to 1.00.

The Partnership made principal payments of $7.7 million and $17.2 million on its senior notes for the three and nine months ended
September 30, 2009.

The Partnership was in compliance with all terms under its long-term debt as of September 30, 2009.
8. Fair Value Measurements
The Partnership discloses certain assets and liabilities using fair value as defined by FASB’s fair value authoritative guidance.

FASB'’s guidance describes three levels of inputs that may be used to measure fair value:

. Level 1 — Quoted prices in active markets for identical assets or liabilities.

. Level 2 — Observable inputs other than Level 1 prices, such as quoted prices for similar
assets or liabilities; quoted prices in markets that are not active; or other inputs that are
observable or can be corroborated by observable market data for substantially the full term of
the assets or liabilities.

. Level 3 — Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities. Level 3 assets and liabilities include
financial instruments whose value is determined using pricing models, discounted cash flow
methodologies, or similar techniques, as well as instruments for which the determination of fair
value requires significant management judgment or estimation.

The Partnership’s financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable and long-term
debt. The carrying amount of the Partnership’s financial instruments included in accounts receivable and accounts payable
approximates their fair value due to their short-term nature. The Partnership’s cash and cash equivalents include money market
accounts and are considered a Level 1 measurement. The fair market value of the Partnership’s long-term debt was estimated to be
$582.4 million and $385.5 million at September 30, 2009 and December 31, 2008, respectively, for the senior notes. The carrying
value of the Partnership’s long-term debt was $652.8 million and $496.1 million at September 30, 2009 and December 31, 2008,
respectively, for the senior notes. The fair value is estimated by management using comparable term risk-free treasury issues with a
market rate component determined by current financial instruments with similar characteristics which is a Level 3 measurement. Since
the Partnership’s credit facility has variable rate debt, its fair value approximates its carrying amount.

9. Net Income Per Unit Attributable to Limited Partners and Adoption of Two-Class Method

The Partnership adopted FASB’s authoritative guidance for master limited partnerships relating to the application of the two-class
method for earnings per unit that was effective January 1, 2009. This guidance provides direction related to the calculation of earnings
per unit for master limited partnerships that have Incentive Distribution Rights (IDRs) as part of their equity structure. Under the
Partnership Agreement, IDRs are a separate interest from that of the General Partner and therefore are a participating security.
However, IDRs participate in income only to the extent of cash distributions and such distributions as required in the Partnership
Agreement are considered priority distributions. Therefore distributions on the IDRs from income for the current period are
subtracted from net income prior to the determination of net income allocable to limited and general partnership interests. Net income
per limited partnership unit is determined based on cash distributions to those interests from income of the period increased for their
share of any undistributed earnings or reduced for their share of distributions in excess of earnings for the period. As provided for in
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our Partnership Agreement, IDRs do not have an interest in undistributed earnings and do not share in losses of the Partnership. As
required by the guidance, all prior periods have been restated to conform to the new guidance including presentation of the equity
interests of IDRs as a separate component of equity. In prior periods, the IDRs owned by the General Partner were included in the
equity interest of the General Partner. As the IDRs of the Partnership are not denominated in terms of shares or units, earnings for
those interests on a per unit or share basis are not presented separately in the accompanying financial statements. Basic and diluted
net income per unit attributable to limited partners are the same since the Partnership has no potentially dilutive securities outstanding.

The holders of the IDRs have elected to cap the distribution at Tier 111 for the quarters ending September 30, 2009 and December
31, 2009. The increases in basic and diluted net income per limited partner unit due to the forgone distributions for the three and nine
months ended September 30, 2009 were $0.10 and $0.11 per unit, respectively.

10. Related Party Transactions
Reimbursements to Affiliates of its General Partner

The Partnership’s general partner does not receive any management fee or other compensation for its management of Natural
Resource Partners L.P. However, in accordance with the partnership agreement, its general partner and its affiliates are reimbursed
for expenses incurred on the Partnership’s behalf. All direct general and administrative expenses are charged to the Partnership as
incurred. The Partnership also reimburses indirect general and administrative costs, including certain legal, accounting, treasury,
information technology, insurance, administration of employee benefits and other corporate services incurred by its general partner
and its affiliates. Reimbursements to affiliates of the Partnership’s general partner reduce the cash available for distribution to
unitholders.

The reimbursements to affiliates of the Partnership’s general partner for services performed by Western Pocahontas Properties and
Quintana Minerals Corporation totaled $1.7 million and $1.4 million and $5.1 million and $4.1 million for each of the three and nine
month periods ended September 30, 2009 and 2008, respectively.

Transactions with Cline Affiliates

Williamson Energy, LLC, a company controlled by Chris Cline, leases coal reserves from the Partnership, and the Partnership
provides coal transportation services to Williamson for a fee. Mr. Cline, both individually and through another affiliate, Adena
Minerals, LLC, owns a 31% interest in the Partnership’s general partner and in the incentive distribution rights of the Partnership, as
well as 13,510,072 common units. At September 30, 2009, the Partnership had accounts receivable totaling $1.0 million from
Williamson. For the three and nine month periods ended September 30, 2009 and 2008, the Partnership had total revenue of $7.9
million and $8.1 million and $23.0 million and $17.4 million, respectively, from Williamson.

Gatling, LLC, a company also controlled by Chris Cline, leases coal reserves from the Partnership and the Partnership provides
coal transportation services to Gatling for a fee. At September 30, 2009, the Partnership had accounts receivable totaling $0.3 million
from Gatling. For the three and nine month periods ended September 30, 2009 and 2008, the Partnership had total revenue of $0.6
million and $0.4 million, and $1.8 million and $0.8 million, respectively, from Gatling, LLC. In addition, the Partnership has also
received $11.1 million in advance minimum royalty payments that have not been recouped.

In May 2009, Gatling Ohio, LLC, a company also controlled by Chris Cline, leased coal reserves from the Partnership and the
Partnership began providing coal transportation services to Gatling Ohio for a fee. At September 30, 2009, the Partnership had
accounts receivable totaling $0.4 million from Gatling Ohio. For the three and nine month periods ended September 30, 2009, the
Partnership had total revenue of $0.5 million and $0.8 million, respectively, from Gatling Ohio, LLC. In addition, the Partnership has
also received $1.7 million in advance minimum royalty payments that have not been recouped.

Macoupin Energy, LLC, a company also controlled by Chris Cline, leases coal reserves and infrastructure from the Partnership.
The Partnership recorded $0.8 million in imputed interest expense related to the delayed payment structure of this acquisition.

Quintana Capital Group GP, Ltd.

Corbin J. Robertson, Jr. is a principal in Quintana Capital Group GP, Ltd., which controls several private equity funds focused on
investments in the energy business. In connection with the formation of Quintana Capital, the Partnership adopted a formal conflicts
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policy that establishes the opportunities that will be pursued by the Partnership and those that will be pursued by Quintana Capital.
The governance documents of Quintana Capital’s affiliated investment funds reflect the guidelines set forth in NRP’s conflicts policy.

In February 2007, a fund controlled by Quintana Capital acquired a significant membership interest in Taggart Global USA, LLC,
including the right to nominate two members of Taggart’s 5-person board of directors. The Partnership currently has a memorandum
of understanding with Taggart Global pursuant to which the two companies have agreed to jointly pursue the development of coal
handling and preparation plants. The Partnership will own and lease the plants to Taggart Global, which will design, build and operate
the plants. The lease payments are based on the sales price for the coal that is processed through the facilities. To date, the
Partnership has acquired four facilities under this agreement with Taggart with a total cost of $46.6 million. For the three and nine
month periods ended September 30, 2009 and 2008, the Partnership received total revenue of $1.0 million and $1.4 million and $2.9
million and $3.5 million, respectively, from Taggart. At September 30, 2009, the Partnership had accounts receivable totaling $0.3
million from Taggart.

In June 2007, a fund controlled by Quintana Capital acquired Kopper-Glo, a small coal mining company that is one of the
Partnership’s lessees with operations in Tennessee. For the three and nine month periods ended September 30, 2009 and 2008, the
Partnership had total revenue of $0.4 million and $0.4 million and $1.2 million and $0.9 million, respectively, from Kopper-Glo, and
at September 30, 2009, the Partnership had accounts receivable totaling $0.2 million from Kopper-Glo.

11. Commitments and Contingencies
Legal

The Partnership is involved, from time to time, in various legal proceedings arising in the ordinary course of business. While the
ultimate results of these proceedings cannot be predicted with certainty, Partnership management believes these claims will not have a
material effect on the Partnership’s financial position, liquidity or operations.

Environmental Compliance

The operations conducted on the Partnership’s properties by its lessees are subject to environmental laws and regulations adopted
by various governmental authorities in the jurisdictions in which these operations are conducted. As owner of surface interests in some
properties, the Partnership may be liable for certain environmental conditions occurring at the surface properties. The terms of
substantially all of the Partnership’s leases require the lessee to comply with all applicable laws and regulations, including
environmental laws and regulations. Lessees post reclamation bonds assuring that reclamation will be completed as required by the
relevant permit, and substantially all of the leases require the lessee to indemnify the Partnership against, among other things,
environmental liabilities. Some of these indemnifications survive the termination of the lease. The Partnership has neither incurred,
nor is aware of, any material environmental charges imposed on it related to its properties as of September 30, 2009. The Partnership
is not associated with any environmental contamination that may require remediation costs.

Acquisition
In conjunction with a definitive agreement, the Partnership may be obligated to purchase in excess of 190 million additional tons of

coal reserves from Colt, LLC for an aggregate purchase price of $245.0 million over the next 27 months as certain milestones are
completed relating to construction of a new mine.
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12. Major Lessees

Revenues from lessees that exceeded ten percent of total revenues for the periods are indicated below:

Three Months Ended Nine Months Ended
September 30, September 30,
2009 2008 2009 2008

Revenues Percent Revenues Percent Revenues Percent Revenues Percent

(Dollars in thousands)
(Unaudited)

Lessee Ao $9,091 14%  $8,495 11% $25,644 13% $19,953 9%
Lessee B....coovveriiiininnns 6,184 10% 8,758 12% 18,329 10% 25,114 12%

13. Incentive Plans

GP Natural Resource Partners LLC adopted the Natural Resource Partners Long-Term Incentive Plan (the "Long-Term Incentive
Plan") for directors of GP Natural Resource Partners LLC and employees of its affiliates who perform services for the Partnership.
The Compensation, Nominating and Governance (“CNG”) Committee of GP Natural Resource Partners LLC's board of directors
administers the Long-Term Incentive Plan. Subject to the rules of the exchange upon which the common units are listed at the time,
the board of directors and the compensation committee of the board of directors have the right to alter or amend the Long-Term
Incentive Plan or any part of the Long-Term Incentive Plan from time to time. Except upon the occurrence of unusual or nonrecurring
events, no change in any outstanding grant may be made that would materially reduce the benefit intended to be made available to a
participant without the consent of the participant.

Under the plan a grantee will receive the market value of a common unit in cash upon vesting. Market value is defined as the
average closing price over the last 20 trading days prior to the vesting date. The CNG Committee may make grants under the Long-
Term Incentive Plan to employees and directors containing such terms as it determines, including the vesting period. Outstanding
grants vest upon a change in control of the Partnership, the general partner, or GP Natural Resource Partners LLC. If a grantee's
employment or membership on the board of directors terminates for any reason, outstanding grants will be automatically forfeited
unless and to the extent the CNG Committee provides otherwise.

A summary of activity in the outstanding grants for the first nine months of 2009 are as follows:

Outstanding grants at the beginning of the period 571,284
Grants during the period 207,366
Grants vested and paid during the period (125,052)
Forfeitures during the period —

Outstanding grants at the end of the period 653,598

Grants typically vest at the end of a four-year period and are paid in cash upon vesting. The liability fluctuates with the market
value of the Partnership units and because of changes in estimated fair value determined each quarter using the Black-Scholes option
valuation model. Risk free interest rates and volatility are reset at each calculation based on current rates corresponding to the
remaining vesting term for each outstanding grant and ranged from 0.38% to 1.34% and 50.49% to 69.96%, respectively at September
30, 2009. The Partnership’s historic distribution rate of 6.45% was used in the calculation at September 30, 2009. The Partnership
recorded expenses related to its plan to be reimbursed to its general partner of $0.3 million for the three month period ended
September 30, 2009. For the same period in 2008 the Partnership recorded a reversal of expense of $1.9 million due to a drop in the
average unit price. The Partnership recorded expenses related to its plans to be reimbursed to its general partner of $4.8 million and
$2.1 million for the nine month periods ended September 30, 2009 and 2008, respectively. In connection with the Long-Term
Incentive Plan, payments are typically made during the first quarter of the year. Payments of $2.9 million and $3.2 million were paid
during the nine month periods ended September 30, 2009 and 2008, respectively.

In connection with the phantom unit awards granted in February 2008 and 2009, the CNG Committee also granted tandem
Distribution Equivalent Rights, or DERs, which entitle the holders to receive distributions equal to the distributions paid on the
Partnership’s common units. The DERs are only applicable to the 2008 and 2009 awards that vest in 2012 and 2013 and, at the
discretion of the CNG Committee, may be included with awards granted in the future. The DERs are payable in cash upon vesting but
may be subject to forfeiture if the grantee ceases employment prior to vesting.
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The unaccrued cost associated with the outstanding grants and related DERs at September 30, 2009 was $8.0 million.
14. Distributions

On August 14, 2009, the Partnership paid a cash distribution equal to $0.54 per unit to unitholders of record on August 5, 2009.
15. Subsequent Events

The following represents material events that have occurred subsequent to September 30, 2009 through the time of filing on
November 5, 2009, the date the Partnership’s Form 10-Q was filed with the Securities and Exchange Commission:

Distributions
On October 21, 2009, the Partnership declared a third quarter 2009 distribution of $0.54 per unit. The distribution will be paid on

November 13, 2009 to unitholders of record on November 5, 2009. The holders of the IDRs have elected to cap the distribution at
Tier 111 for the quarters ending September 30, 2009 and December 31, 2009.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of the financial condition and results of operations should be read in conjunction with the historical
financial statements and notes thereto included elsewhere in this filing and the financial statements and footnotes included in the
Natural Resource Partners L.P. Form 10-K, as filed on February 27, 2009.

Executive Overview
Our Business

We engage principally in the business of owning, managing and leasing coal properties in the three major coal-producing regions
of the United States: Appalachia, the Illinois Basin and the Western United States. As of December 31, 2008, we owned or controlled
approximately 2.1 billion tons of proven and probable coal reserves, of which 59% are low sulfur coal. We lease coal reserves to
experienced mine operators under long-term leases that grant the operators the right to mine and sell coal from our reserves in
exchange for royalty payments.

Our revenue and profitability are dependent on our lessees’ ability to mine and market our coal reserves. Most of our coal is
produced by large companies, many of which are publicly traded, with experienced and professional sales departments. A significant
portion of our coal is sold by our lessees under coal supply contracts that have terms of one year or more. However, over the long
term, our coal royalty revenues are affected by changes in the market for and the market price of coal.

In our coal royalty business, our lessees make payments to us based on the greater of a percentage of the gross sales price or a
fixed royalty per ton of coal they sell, subject to minimum monthly, quarterly or annual payments. These minimum royalties are
generally recoupable over a specified period of time (usually three to five years) if sufficient royalties are generated from coal
production in those future periods. We do not recognize these minimum coal royalties as revenue until the applicable recoupment
period has expired or they are recouped through production. Until recognized as revenue, these minimum royalties are recorded as
deferred revenue, a liability on our balance sheet.

In addition to coal royalty revenues, we generated approximately 22% of our year- to-date and third quarter revenues from other
sources in both 2008 and 2009. These other sources include: aggregate royalties; coal processing and transportation fees; rentals;
royalties on oil and gas; timber; overriding royalties; and wheelage payments.

Our Current Liquidity Position

As of September 30, 2009 we had $278 million in available capacity under our existing credit facility, which does not mature until
March 2012, as well as approximately $61 million in cash. In connection with the Colt acquisition in the third quarter, the holders of
our incentive distribution rights agreed to forego approximately $7.35 million in distributions with respect to each of the third and
fourth quarters of 2009, giving us approximately $14.7 million of additional liquidity. In addition, because we amortize substantially
all of our long-term debt, we have no need to pay off or refinance any debt obligations other than our regularly scheduled principal
payments.

Pursuant to purchase and sale agreements in connection with the Blue Star and Colt acquisitions, we anticipate funding an
additional $257 million over the next 27 months, of which approximately $175 million is anticipated to be funded over the next 12
months, as the sellers achieve various development milestones. We anticipate funding these acquisitions through the use of the
available capacity under our credit facility and through the issuance of debt and/or equity in the capital markets. We believe that we
have enough liquidity to meet our current capital needs.

Current Results
As of September 30, 2009, our reserves were subject to 206 leases with 75 lessees. For the nine months ended September 30,

2009, our lessees produced 35.5 million tons of coal generating $148.3 million in coal royalty revenues from our properties, and our
total revenues were $190.2 million.
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As a result of declines in production in the first nine months, we recorded lower than expected revenues for the periods ended
September 30, 2009. The difficult economic environment and very low prices for natural gas, a competing fuel, impacted demand for
coal, particularly within heavily industrialized regions where coal is the dominant generating fuel. While we do not have much
visibility into the future of the coal markets, several public coal companies have indicated that they are starting to see signs of a
recovery. We expect that during the remainder of 2009, we will experience gradual improvements similar to the changes we have
seen in the latter part of the first nine months, but do not expect material improvement during the remainder of this year.

Even though coal royalty revenues from our Appalachian properties represented 67% of our total revenues in the first nine months
of 2009, this percentage has continued to decline as we are diligently working to diversify our holdings by expanding our presence in
the Illinois Basin. Through our relationship with the Cline Group, we expect our Illinois Basin assets to contribute even more
significantly to our total revenues in the remainder of 2009 and 2010.

Because we have significant exposure to metallurgical coal, we are feeling the effects of the global reduction in demand for steel.
Several of the metallurgical coal producers on our properties temporarily ceased production during the second quarter, but gradually
started calling miners back to work in the third quarter although metallurgical coal prices, which have recently increased off of their
lows for the year, should remain steady for the remainder of the year. Approximately 30% of our coal royalty revenues and 23% of
the related production during the nine months ended September 30, 2009 were from metallurgical coal.

Political, Legal and Regulatory Environment

The political, legal and regulatory environment is becoming increasingly difficult for the coal industry. In June 2009, the White
House Council on Environmental Quality announced a Memorandum of Understanding among the Environmental Protection Agency,
or “EPA”, Department of Interior, and the U.S. Army Corps of Engineers concerning the permitting and regulation of coal mines in
Appalachia. While the Council described this memorandum as an “unprecedented step[s] to reduce environmental impacts of
mountaintop coal mining,” the memorandum broadly applies to all forms of coal mining in Appalachia. The memorandum
contemplates both short-term and long-term changes to the process for permitting and regulating coal mines in Appalachia.

These new processes impact only six Appalachian states. In connection with this initiative, the EPA has used its authority to
create significant delays in the issuance of new permits and the modification of existing permits. The all-encompassing nature of the
changes suggests that implementation of the memorandum will generate continued uncertainty regarding the permitting of coal mines
in Appalachia for some time and inevitably will lead, at a minimum, to substantial delays and increased costs.

In addition to the increased oversight of the EPA, the Mine Safety and Health Administration, or MSHA, has increased its
involvement in the approval and enforcement of safety issues in connection with mining. MSHA’s involvement has increased the cost
of mining due to more frequent citations and much higher fines imposed on our lessees as well as the overall cost of regulatory
compliance. Combined with the difficult economic environment and the higher costs of mining in general, MSHA’s recent increased
participation in the mine development process could significantly delay the opening of new mines.

In April 2009, the EPA issued a notice of its findings and determination that emissions of carbon dioxide, methane, and other
“greenhouse gases,” or “GHGs,” presented an endangerment to human health and the environment because such gases are, according
to EPA, contributing to warming of the earth’s atmosphere and other climatic changes. Finalization of EPA’s finding and
determination will allow it to begin regulating emissions of GHGs under existing provisions of the federal Clean Air Act. In
September 2009, EPA proposed two sets of regulations in response to its finding and determination, one to reduce emissions of GHGs
from motor vehicles and the other to control emissions from large stationary sources, including coal-fired electric power plants.
Although the motor vehicle rules are expected to be adopted in March 2010, it may take EPA several years to adopt and impose
regulations limiting emissions of GHGs from stationary sources. Any limitation on emissions of GHGs from our operations and
equipment could require us to incur costs to reduce emissions of GHGs associated with our operations. Similarly, any limitation on
emissions of GHGs from the operations of consumers of coal could cause them to incur additional costs and reduce the demand for
coal.

Finally, on June 26, 2009, the U.S. House of Representatives approved adoption of the “American Clean Energy and Security Act
of 2009,” also known as the “Waxman-Markey cap-and-trade legislation” or ACESA. The purpose of ACESA is to control and
reduce emissions of GHGs in the United States. GHGs are certain gases, including carbon dioxide and methane, that may be
contributing to warming of the Earth’s atmosphere and other climatic changes. The net effect of ACESA will be to impose increasing
costs on the combustion of carbon-based fuels such as coal.
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The U.S. Senate has begun work on its own legislation for controlling and reducing emissions of GHGs in the United States. If the
Senate adopts GHG legislation that is different from ACESA, the Senate legislation would need to be reconciled with ACESA and
both chambers would be required to approve identical legislation before it could become law. President Obama has indicated that he
is in support of the adoption of legislation to control and reduce emissions of GHGs through an emission allowance permitting system
that results in fewer allowances being issued each year but that allows parties to buy, sell and trade allowances as needed to fulfill
their GHG emission obligations. Although it is not possible at this time to predict whether or when the Senate may act on climate
change legislation or how any bill approved by the Senate would be reconciled with ACESA, any laws or regulations that may be
adopted to restrict or reduce emissions of GHGs could have an adverse effect on demand for our coal.

Distributable Cash Flow

Under our partnership agreement, we are required to distribute all of our available cash each quarter. Because distributable cash
flow is a significant liquidity metric that is an indicator of our ability to generate cash flows at a level that can sustain or support an
increase in quarterly cash distributions paid to our partners, we view it as the most important measure of our success as a company.
Distributable cash flow is also the quantitative standard used in the investment community with respect to publicly traded
partnerships.

Our distributable cash flow represents cash flow from operations less actual principal payments and cash reserves set aside for
scheduled principal payments on our senior notes. Although distributable cash flow is a “non-GAAP financial measure,” we believe it
is a useful adjunct to net cash provided by operating activities under GAAP. Distributable cash flow is not a measure of financial
performance under GAAP and should not be considered as an alternative to cash flows from operating, investing or financing
activities. Distributable cash flow may not be calculated the same for NRP as for other companies. A reconciliation of distributable
cash flow to net cash provided by operating activities is set forth below.

Reconciliation of GAAP “Net cash provided by operating activities”
to Non-GAAP “Distributable cash flow”

(In thousands)
For the Three Months Ended  For the Nine Months Ended

September 30, September 30,
(Unaudited)
2009 2009 2009 2008
Net cash provided by operating activities $ 38120 $ 58,273 $ 138,799 $ 159,143
Less scheduled principal payments (7,693) (7,691) (17,235) (17,234)
Less reserves for future principal payments (8,059) (4,308) (24,177) (12,924)
Add reserves used for scheduled principal payments 7,693 7,691 17,235 17,234
Distributable cash flow $ 30061 $ 53965 $ 114622 $ 146,219

Acquisitions

We are a growth-oriented company and have closed a number of acquisitions over the last several years. Our most recent
acquisitions are briefly described below.

Colt — In September 2009, we signed a definitive agreement to acquire approximately 200 million tons of coal reserves related to
the Deer Run Mine in Illinois from Colt LLC, an affiliate of the Cline Group, through eight separate transactions for a total purchase
price of $255 million. Upon closing of the first transaction, NRP paid $10.0 million, funded through its credit facility, and acquired
approximately 3.3 million tons of reserves associated with the initial production from the mine. Future closings anticipated through
2012 will be associated with completion of certain milestones relating to the new mine’s construction.

Blue Star — In July 2009, we acquired approximately 121 acres of limestone reserves in Wise County, Texas from Blue Star
Materials, LLC for a purchase price of $24 million. As of September 30, 2009, we had funded $12.0 million of the acquisition with
borrowings under our credit facility. The remaining payments are expected to be made over the next six months upon completion of
certain development milestones.

Gatling Ohio — In May 2009, we completed the purchase of the membership interest in two companies from Adena Minerals,
LLC, an affiliate of the Cline Group. The companies own coal reserves and infrastructure assets,