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PARTI
FINANCIAL INFORMATION

Item 1. Financial Statements.

The following sets forth our unaudited consolidated balance sheet as at June 30, 2012, our audited consolidated
balance sheet as at December 31, 2011, our unaudited consolidated statements of operations and comprehensive
income for the three- and six-month periods ended June 30, 2012 and June 30, 2011, and our consolidated statements
of cash flows for the six-month periods ended June 30, 2012 and June 30, 2011.

FutureFuel Corp.
Consolidated Balance Sheets
As at June 30, 2012 and December 31, 2011
(Dollars in thousands)

(Unaudited) December 31,

June 30, 2012 2011
Assets
Cash and cash equivalents $112,031 $89,745
Accounts receivable, net of allowances of $0 and $10 at June 30, 2012 and
December 31, 2011, respectively 26,451 35,554
Accounts receivable — related parties 120 123
Inventory 43,357 57,439
Prepaid expenses 881 1,460
Marketable securities 66,937 56,294
Other current assets 16 1,910
Total current assets 249,793 242,525
Property, plant and equipment, net 139,237 140,517
Other assets 2,189 2,202
Total noncurrent assets 141,426 142,719
Total Assets $391,219 $385,244
Liabilities and Stockholders’ Equity
Accounts payable $17,930 $18,665
Accounts payable — related parties 346 3,023
Income taxes payable 1,846 1,123
Current deferred income tax liability 4,559 6,162
Deferred revenue — short-term 3,770 3,558
Accrued expenses and other current liabilities 5,713 3,225
Accrued expenses and other current liabilities — related parties 17 43
Total current liabilities 34,181 35,799
Deferred revenue — long-term 29,144 29,256
Contingent liability — long-term 2,521 2,521
Other noncurrent liabilities 936 924
Noncurrent deferred income tax liability 28,585 28,506
Total noncurrent liabilities 61,186 61,207
Total Liabilities 95,367 97,006

Commitments and contingencies
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Preferred stock, $0.0001 par value, 5,000,000 shares authorized, none issued and
outstanding

Common stock, $0.0001 par value, 75,000,000 shares authorized, 41,319,057 and
41,308,446 issued and outstanding as of June 30, 2012 and December 31, 2011,

respectively 4 4
Accumulated other comprehensive income 1,756 1,803
Additional paid in capital 253,844 253,505
Retained earnings 40,248 32,926
Total stockholders’ equity 295,852 288,238
Total Liabilities and Stockholders’ Equity $391,219 $385,244

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

Consolidated Statements of Operations and Comprehensive Income
For the Three Months Ended June 30, 2012 and 2011

(Dollars in thousands, except per share amounts)
(Unaudited)

Revenues

Revenues — related parties

Cost of goods sold

Cost of goods sold — related parties
Distribution

Distribution — related parties

Gross profit

Selling, general, and administrative expenses

Compensation expense excluding stock-based compensation
Stock-based compensation

Other expense

Related party expense

Research and development expenses

Income from operations
Interest income

Interest expense

Loss on marketable securities
Other (expense) income

Income before income taxes
Provision for income taxes
Net income

Earnings per common share

Basic

Diluted

Weighted average shares outstanding
Basic

Diluted

Comprehensive Income
Net income

Other comprehensive loss from unrealized losses on available-for-sale securities,

net of tax of $(730) in 2012 and of $(346) in 2011
Comprehensive income

Three Months Ended June 30,

2012
$97,609
5,628
86,466
752
1,476
143
14,400

806
259
848
86
829
2,828
11,572
1,147
C
(116
96
1,118
12,690
4,217
$8,473

$0.21

$0.20
41,319,057
41,462,594

$8,473

(1,173
$7,300

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

)

2011

$73,963

765

56,962

1,407

829

101

15,429

818
502
521
71
861
2,773
12,656
811
36
(37
(22
716
13,372
4,933
$8,439

$0.21

$0.21
40,234,242
40,438,023

$8,439

(553
$7,886

)
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FutureFuel Corp.

Consolidated Statements of Operations and Comprehensive Income
For the Six Months Ended June 30, 2012 and 2011

(Dollars in thousands, except per share amounts)
(Unaudited)

Revenues

Revenues — related parties

Cost of goods sold

Cost of goods sold — related parties
Distribution

Distribution — related parties

Gross profit

Selling, general, and administrative expenses
Compensation expense excluding stock-based compensation
Stock-based compensation

Other expense

Related party expense

Research and development expenses

Income from operations
Interest income

Interest expense

Gain on marketable securities
Other (expense) income

Income before income taxes
Provision for income taxes
Net income

Earnings per common share

Basic

Diluted

Weighted average shares outstanding
Basic

Diluted

Comprehensive Income
Net income

Other comprehensive(loss)/ income from unrealized (losses)/gains on
available-for-sale securities, net of tax of $(29) and $272 in 2012 and 2011,

respectively
Comprehensive income

Six Months Ended June 30,
2012 2011
$182,446 $126,179
6,518 3,790
157,422 102,349
1,738 5,610
2,340 1,349
263 234
27,201 20,427
1,555 1,627
259 502
1,439 691
121 119
1,672 1,614
5,046 4,553
22,155 15,874
2,287 1,587
(15 ) (170
198 58
44 27
2,514 1,448
24,669 17,322
9,083 6,169
$15,586 $11,153
$0.38 $0.28
$0.38 $0.28
41,316,958 40,109,268
41,477,864 40,285,249
$15,586 $11,153
47 ) 434
$15,539 $11,587

The accompanying notes are an integral part of these financial statements.
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FutureFuel Corp.
Consolidated Statements of Cash Flows
For the Six Months Ended June 30, 2012 and 2011
(Dollars in thousands)

(Unaudited)
Six Months Ended June 30,
2012 2011
Cash flows provided by operating activities
Net income $15,586 $11,153
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation 5,178 3,884
Provision for (benefit from) deferred income taxes (1,495 ) 478
Change in fair value of derivative instruments and marketable securities 745 984
(Gain)/Loss on the sale of investments (198 ) 148
Losses on disposals of fixed assets 107 27
Stock based compensation 259 502
Noncash interest expense 12 11
Changes in operating assets and liabilities:
Accounts receivable 9,103 4,915
Accounts receivable — related parties 3 (247
Inventory 14,082 (3,004
Income taxes receivable - 519
Prepaid expenses 579 386
Accrued interest on marketable securities - (123
Other assets 3 ) 274
Accounts payable (735 ) (368
Accounts payable — related parties (2,677 ) (50
Income taxes payable 723 1,849
Accrued expenses and other current liabilities 2,047 1,832
Accrued expenses and other current liabilities — related parties (26 ) 23
Deferred revenue 100 11,602
Net cash provided by operating activities 43,390 34,795
Cash flows from investing activities
Restricted cash - 21,086
Collateralization of derivative instruments 1,606 (1,920
Purchase of marketable securities (24,892 ) (70,072
Proceeds from the sale of marketable securities 14,371 27,090
Proceeds from the sale of fixed assets 63 12
Capital expenditures (4,068 ) (15,325
Net cash used in investing activities (12,920 ) (39,129
Cash flows from financing activities
Proceeds from the issuance of stock 72 15,798
Excess tax benefits associated with stock options 8 -
Payment of dividends (8,264 ) (7,996
Net cash (used in) provided by financing activities (8,184 ) 7,802
Net change in cash and cash equivalents 22,286 3,468
Cash and cash equivalents at beginning of period 89,745 91,057

Cash and cash equivalents at end of period $112,031 $94,525
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Cash paid for interest $2 $-
Cash paid for income taxes $9,847 $2.857
Non-cash capital expenditures $- $1,134

The accompanying notes are an integral part of these financial statements.
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)

1) Nature of operations and basis of presentation
FutureFuel Corp.

Viceroy Acquisition Corporation (“Viceroy”) was incorporated under the laws of the state of Delaware on August 12,
2005 to serve as a vehicle for the acquisition of one or more operating businesses in the oil and gas industry. On
July 12, 2006 Viceroy completed an equity offering.

On October 31, 2006, Viceroy acquired all of the issued and outstanding shares of Eastman SE, Inc. (“Eastman SE”)
from Eastman Chemical Company (“Eastman Chemical”). Immediately subsequent to the acquisition, Viceroy changed
its name to FutureFuel Corp. (“FutureFuel”) and Eastman SE changed its name to FutureFuel Chemical Company
(“FutureFuel Chemical”).

Eastman SE, Inc.

Eastman SE was incorporated under the laws of the state of Delaware on September 1, 2005 and subsequent thereto
operated as a wholly-owned subsidiary of Eastman Chemical through October 31, 2006. Eastman SE was
incorporated for purposes of affecting a sale of Eastman Chemical’s manufacturing facility in Batesville, Arkansas (the
“Batesville Plant™).

The Batesville Plant was constructed to produce proprietary photographic chemicals for Eastman Kodak Company
(“Eastman Kodak™). Over the years, Eastman Kodak shifted the plant’s focus away from the photographic imaging
business to the custom synthesis of fine chemicals and organic chemical intermediates used in a variety of end
markets, including paints and coatings, plastics and polymers, pharmaceuticals, food supplements, household
detergents, and agricultural products.

In 2005, the Batesville Plant began the implementation of a biobased products platform. This includes the production
of biofuels (biodiesel) and biobased specialty chemical products (biobased solvents, chemicals, and intermediates). In
addition to biobased products, the Batesville Plant continues to manufacture fine chemicals and other organic
chemicals.

The accompanying consolidated financial statements have been prepared by FutureFuel in accordance and consistent
with the accounting policies stated in FutureFuel’s 2011 audited consolidated financial statements and should be read
in conjunction with the 2011 audited consolidated financial statements of FutureFuel.

In the opinion of FutureFuel, all normal recurring adjustments necessary for a fair presentation have been included in
the unaudited consolidated financial statements. The unaudited consolidated financial statements have been prepared

in compliance with the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”)
accounting principles generally accepted in the United States for interim financial information and with instructions to
Form 10-Q adopted by the Securities and Exchange Commission (“SEC”). Accordingly, the financial statements do not
include all the information and footnotes required by accounting principles generally accepted in the United States for
complete financial statements, and do include amounts that are based upon management estimates and

judgments. Future actual results could differ from such current estimates. The unaudited consolidated financial
statements include assets, liabilities, revenues, and expenses of FutureFuel and its wholly owned subsidiaries,
FutureFuel Chemical, FFC Grain, L.L.C., and FutureFuel Warehouse Company, LLC. Intercompany transactions and

11
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balances have been eliminated in consolidation.

12
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)
2) Inventories

The carrying values of inventory were as follows as of:

December 31,

June 30, 2012 2011
At average cost (approximates current cost)
Finished goods $23,684 $19,481
Work in process 1,565 3,643
Raw materials and supplies 33,113 47,833
58,362 70,957
LIFO reserve (15,005 ) (13,518 )
Total inventories $43,357 $57,439

3) Derivative instruments

FutureFuel is exposed to certain risks relating to its ongoing business operations. Commodity price risk is the primary
risk managed by using derivative instruments. Regulated fixed price futures and option contracts are utilized to
manage the price risk associated with future purchases of feedstock used in FutureFuel’s biodiesel production along
with physical feedstock and finished product inventories attributed to this process.

FutureFuel recognizes all derivative instruments as either assets or liabilities at fair value in its consolidated balance
sheet. FutureFuel’s derivative instruments do not qualify for hedge accounting under the specific guidelines of ASC
815-20-25, Derivatives and Hedging, Hedging-General, Recognition. While management believes each of these
instruments are entered into in order to effectively manage various risks, none of the derivative instruments are
designated and accounted for as hedges primarily as a result of the extensive record keeping requirements.

The fair value of FutureFuel’s derivative instruments is determined based on the closing prices of the derivative
instruments on relevant commodity exchanges at the end of an accounting period. Changes in fair value of the
derivative instruments are recorded in the statement of operations as a component of cost of goods sold, and amounted
to a gain of $8,625 and $1,957 for the three months ended June 30, 2012 and 2011, respectively, and a gain of $5,219
and a loss of $1,793 for the six months ended June 30, 2012 and 2011, respectively.

13



Edgar Filing: FutureFuel Corp. - Form 10-Q

Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)

The volumes and carrying values of FutureFuel’s derivative instruments were as follows at:

Asset/(Liability)
June 30, 2012 December 31, 2011
Quantity Quantity
(Contracts) (Contracts)
Long/ Long/
(Short) Fair Value (Short) Fair Value

Regulated options, included in accrued

expenses and other current liabilities and in

other current assets at June 30, 2012 and

December 31, 2011, respectively (200 ) $(2,254 ) (300 ) $(2,221 )
Regulated fixed price future commitments,

included in accrued expenses and other

current liabilities and in other current assets

at June 30, 2012 and December 31, 2011,

respectively (150 ) $(944 ) (71 ) $(232 )

The margin account maintained with a broker to collateralize these derivative instruments carried an account balance
of $2,757 and $4,363 at June 30, 2012 and December 31, 2011, respectively. The carrying values of the margin
account and of the derivative instruments are included, net, in accrued expenses and other current liabilities at June 30,
2012 and in other current assets at December 31, 2011.

4) Marketable securities

At June 30, 2012 and December 31, 2011, FutureFuel had investments in certain preferred stock, trust preferred
securities, and other equity instruments. At June 30, 2012, FutureFuel also had investments in certain municipal
auction rate securities. These investments are classified as current assets in the consolidated balance

sheet. FutureFuel has designated these securities as being available-for-sale. Accordingly, they are recorded at fair
value, with the unrealized gains and losses, net of taxes, reported as a component of stockholders’ equity. These
securities were comprised of the following at:

June 30, 2012

Adjusted Unrealized Unrealized Fair
Cost Gains Losses Value
Equity instruments $35,490 $3,252 $(1,057 ) $37,685
Preferred stock 19,689 565 (44 ) 20,210
Trust preferred securities 7,846 208 (12 ) 8,042
Municipal debt securities 1,000 - - 1,000
Total $64,025 $4,025 $(1,113 ) $66,937
December 31, 2011
Adjusted Unrealized Unrealized Fair
Cost Gains Losses Value
Equity instruments $33,442 $4,433 $(647 ) $37,228

14
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Preferred stock 10,718 110 (1,029 ) 9,799
Trust preferred securities 9,210 65 (8 ) 9,267
Total $53,370 $4,608 $(1,684 ) $56,294

The aggregate fair value of instruments with unrealized losses totaled $17,331 and $13,283 at June 30, 2012 and
December 31, 2011, respectively. As of June 30, 2012 and December 31, 2011, FutureFuel had a total of $3,610 and
$257 invested in marketable securities that were in an unrealized loss position for a greater than 12-month period,
respectively.

15
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)

5) Accrued expenses and other current liabilities

Accrued expenses and other current liabilities, including those associated with related parties, consisted of the
following at:

December 31,

June 30, 2012 2011
Accrued employee liabilities $3,757 $1,710
Accrued property, use, and franchise taxes 1,101 1,521
Other 872 37
Total $5,730 $3,268

6) Borrowings

In March 2007 FutureFuel Chemical entered into a $50 million credit agreement with a commercial bank. The loan is
a revolving facility the proceeds of which may be used for working capital, capital expenditures, and the general
corporate purposes of FutureFuel Chemical. The facility terminates on June 30, 2013. Advances are made pursuant
to a borrowing base comprised of 85% of eligible accounts plus 60% of eligible direct inventory plus 50% of eligible
indirect inventory. Advances are secured by a perfected first priority security interest in accounts receivable and
inventory. The interest rate floats at certain margins over the London Interbank Offered Rate (“LIBOR”) or base rate
based upon the leverage ratio from time to time as set forth in the following table.

Leverage Base Rate LIBOR

Ratio Margin Margin
> 3 -0.55 % 1.70 %
> 2 < 3 -0.70 % 1.55 %
> 1 < 2 -0.85 % 1.40 %
< 1 -1.00 % 1.25 %

There is an unused commitment fee of 0.325% per annum. On the last day of each fiscal quarter, the ratio of EBITDA
to fixed charges may not be less than 3:1. FutureFuel has guaranteed FutureFuel Chemical’s obligations under this

credit agreement.

As of June 30, 2012 and December 31, 2011 borrowings under this credit agreement totaled $0 and $0, respectively.
7) Provision for income taxes

The following table summarizes the provision for income taxes.

For the three months For the six months
ended June 30, ended June 30,
2012 2011 2012 2011
Provision for income taxes $4,217 $4,933 $9,083 $6,169
Effective tax rate 33.2 % 36.9 % 36.8 % 35.6 %

16
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The effective tax rates for the three and six months ended June 30, 2012 and 2011 reflect FutureFuel’s expected tax
rate on reported operating earnings before income tax and includes the impact of the elimination of the agri-biodiesel
production credit for 2012 and of the change of the valuation allowance associated with certain deferred tax assets.
FutureFuel has determined that it does not believe that it has a more likely than not probability of realizing a portion
of its deferred tax assets. As such, it recorded a valuation allowance of $0 and $25 at June 30, 2012 and December 31,
2011, respectively.

17
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)

Unrecognized tax benefits totaled $0 and $0 at June 30, 2012 and December 31, 2011, respectively.

FutureFuel records interest and penalties net as a component of income tax expense. At June 30, 2012 and
December 31, 2011, respectively, FutureFuel recorded $0 and $0 in accruals for interest and tax penalties.

FutureFuel and its subsidiaries file tax returns in the U.S. federal jurisdiction and with various state

jurisdictions. FutureFuel is subject to U.S., state, and local examinations by tax authorities from 2008

forward. FutureFuel Chemical is subject to the effects of tax examinations that may impact the carry-over basis of its
assets and liabilities.

8) Earnings per share

The computation of basic and diluted earnings per common share was as follows:

For the three months For the six months
ended June 30, ended June 30,

2012 2011 2012 2011
Net income available to common
stockholders $8,473 $8,439 $15,586 $11,153
Weighted average number of common
shares outstanding 41,319,057 40,234,242 41,316,958 40,109,268
Effect of stock options 143,537 203,781 160,906 175,981
Weighted average diluted number of
common shares outstanding 41,462,594 40,438,023 41,477,864 40,285,249
Basic earnings per share $0.21 $0.21 $0.38 $0.28
Diluted earnings per share $0.20 $0.21 $0.38 $0.28

Certain options to purchase shares of FutureFuel’s common stock were not included in the computation of diluted
earnings per share for the three and six months ended June 30, 2012 and 2011 as they were anti-dilutive. The weighted
average number of options excluded on this basis was 240,000 and 180,000 for the three and six month periods ended
June 30, 2012, respectively. The weighted average number of options excluded on this basis was 60,000 and 120,000
for the three and six month periods ended June 30, 2011, respectively.

9) Segment information

FutureFuel has two reportable segments organized along product lines — chemicals and biofuels.

Chemicals

FutureFuel’s chemicals segment manufactures diversified chemical products that are sold externally to third party

customers. This segment comprises two components: “custom manufacturing” (manufacturing chemicals for specific
customers); and “performance chemicals” (multi-customer specialty chemicals).

18
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Biofuels

FutureFuel’s biofuels business segment manufactures and markets biodiesel. Biodiesel revenues are generated through
the sale of biodiesel to customers through FutureFuel’s distribution network at the Batesville Plant, through
distribution facilities available at leased oil storage facilities, and through a network of remotely located tanks.

Summary of long-lived assets and revenues by geographic area

All of FutureFuel’s long-lived assets are located in the U.S.

10
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)

(Unaudited)

Most of FutureFuel’s sales are transacted with title passing at the time of shipment from the Batesville Plant, although
some sales are transacted based on title passing at the delivery point. While many of FutureFuel’s chemicals are
utilized to manufacture products that are shipped, further processed, and/or consumed throughout the world, the
chemical products, with limited exceptions, generally leave the United States only after ownership has transferred
from FutureFuel to the customer. Rarely is FutureFuel the exporter of record, never is FutureFuel the importer of
record into foreign countries, and FutureFuel is not always aware of the exact quantities of its products that are moved
into foreign markets by its customers. FutureFuel does track the addresses of its customers for invoicing purposes and
uses this address to determine whether a particular sale is within or without the United States. FutureFuel’s revenues
attributable to the United States and foreign countries (based upon the billing addresses of its customers) were as

follows:

Three Months Ended
June 30, 2012
June 30, 2011

Six Months Ended
June 30, 2012
June 30, 2011

All Foreign
United States Countries Total
$100,262 $2,975 $103,237
$73,512 $1,216 $74,728
All Foreign
United States Countries Total
$181,406 $7,558 $188,964
$125,089 $4,880 $129,969

For the three months ended June 30, 2012 and 2011, revenues from Mexico accounted for 3% and 1%, respectively, of
total revenues. For the six months ended June 30, 2012 and 2011, revenues from Mexico accounted for 4% and 3%,
respectively, of total revenues. Other than Mexico, revenues from a single foreign country during the three or six
months ended June 30, 2012 and 2011 did not exceed 1% of total revenues.

Summary of business by segment

Revenues
Chemicals
Biofuels
Revenues

Segment gross profit

Chemicals

Biofuels

Segment gross margins
Corporate expenses

Income before interest and taxes
Interest and other income
Interest and other expense
Provision for income taxes

For the three months

For the six months

ended June 30, ended June 30,
2012 2011 2012 2011

$40,893 $36,851 $79,302 $81,547

62,344 37,877 109,662 48,422
$103,237 $74,728 $188,964 $129,969
$11,249 $7,068 $22,918 $14,842

3,151 8,361 4,283 5,585

14,400 15,429 27,201 20,427

(2,828 2,773 ) (5,046 ) (4,553 )

11,572 12,656 22,155 15,874

1,243 811 2,529 1,645

(125 95 ) (15 ) (197 )

4,217 (4,933 ) (9,083 ) (6,169 )
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Net income $8,473 $8,439 $15,586 $11,153

Depreciation is allocated to segment costs of goods sold based on plant usage. The total assets and capital

expenditures of FutureFuel have not been allocated to individual segments as large portions of these assets are shared
to varying degrees by each segment, causing such an allocation to be of little value.

11
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)

10) Fair value measurements

Fair value is defined as the exit price, or the amount that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants as of the measurement date. Fair value accounting
pronouncements also include a hierarchy for inputs used in measuring fair value that maximizes the use of observable
inputs and minimizes the use of unobservable inputs by requiring that the most observable inputs be used when
available. Observable inputs are inputs market participants would use in valuing the asset or liability developed based
on market data obtained from sources independent of FutureFuel. Unobservable inputs are inputs that reflect
FutureFuel’s assumptions about the factors market participants would use in valuing the asset or liability developed
based upon the best information available in the circumstances. The hierarchy is broken down into three

levels. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities. Level 2 inputs
include quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or
liabilities in markets that are not active, and inputs (other than quoted prices) that are observable for the asset or
liability, either directly or indirectly. Level 3 inputs are unobservable inputs for the asset or liability. Categorization
within the valuation hierarchy is based upon the lowest level of input that is significant to the fair value measurement.

The following tables provide information by level for assets and liabilities that are measured at fair value, on a
recurring basis, at June 30, 2012 and December 31, 2011.

Asset/(Liability)
Fair Value at Fair Value Measurements Using
June 30, Inputs Considered as
Description 2012 Level 1 Level 2 Level 3
Derivative instruments $ (3,198 ) $ (3,198 ) $ - $ -
Preferred stock, trust preferred
securities, municipal debt
securities, and other equity
instruments $ 66,937 $ 66,937 $ - $ -
Asset/(Liability)
Fair Value at Fair Value Measurements Using
December 31, Inputs Considered as
Description 2011 Level 1 Level 2 Level 3
Derivative instruments $ (2,453 ) $ (2,453 ) $ - $ -
Preferred stock, trust preferred
securities, and other equity
instruments $ 56,294 $ 56,294 $ - $ -

11) Legal matters

From time to time, FutureFuel and its operations are parties to, or targets of, lawsuits, claims, investigations, and
proceedings, which are being handled and defended in the ordinary course of business. While FutureFuel is unable to
predict the outcomes of these matters, it does not believe, based upon currently available facts, that the ultimate
resolution of any such pending matters will have a material adverse effect on its overall financial condition, results of
operations, or cash flows. However, adverse developments could negatively impact earnings or cash flows in a
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particular future period.
12) Related party transactions
FutureFuel enters into transactions with companies affiliated with or controlled by a director and significant

shareholder. Revenues, expenses, prepaid amounts, and unpaid amounts related to these transactions are captured in
the accompanying consolidated financial statements as related party line items.

12
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Notes to Consolidated Financial Statements of FutureFuel Corp.
(Dollars in thousands, except per share amounts)
(Unaudited)

Related party revenues are the result of sales of biodiesel, petrodiesel, blends, and other similar or related products to
these related parties.

Related party cost of goods sold and distribution are the result of sales of biodiesel, petrodiesel, and blends to these

related parties along with the associated expense from the purchase of natural gas, storage and terminalling services,
and income tax and consulting services by FutureFuel from these related parties.

13
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations should be
read together with our consolidated financial statements, including the notes thereto, set forth herein. This discussion
contains forward-looking statements that reflect our current views with respect to future events and financial
performance. Actual results may differ materially from those anticipated in these forward-looking statements. See
“Forward Looking Information” below for additional discussion regarding risks associated with forward-looking
statements.

Liquidity and Capital Resources

Our net cash provided by (used in) operating activities, investing activities, and financing activities for the six months
ended June 30, 2012 and 2011 are set forth in the following chart.

(Dollars in thousands)

June 30, 2012 June 30, 2011

Net cash provided by operating activities $43,390 $34,795
Net cash used in investing activities $(12,920 ) $(39,129 )
Net cash (used in) provided by financing activities $(8,184 ) $7,802

Operating Activities

Cash provided by operating activities increased from $34,795,000 during the first six months of 2011 to $43,390,000
during the first six months of 2012, a net increase of $8,595,000. This increase was primarily attributed to: (i) an
increase in our net income; (ii) an increase in depreciation and amortization expense; (iii) the timing and amount of
cash receipts from customers; and (iv) a decrease in our inventory balances. Our net income increased from
$11,153,000 in the six months ended June 30, 2011 to $15,586,000 in the six months ended June 30, 2012,
contributing $4,433,000 to the increase from cash provided by operating activities. This increase was primarily
attributable to increased sales of biodiesel. Net income for the six months ended June 30, 2012 included $5,178,000
of depreciation and amortization expense, while the results for the comparable period included $3,884,000. This
increase was due to the completion of certain capital projects in 2011 and 2012, and increased cash provided by
operating activities by $1,294,000. Accounts receivable, including accounts receivable from related parties, increased
cash provided by operating activities by $4,668,000 in the first six months of 2011, as compared to $9,106,000 in the
first six months of 2012. This increase was primarily due to the timing and amount of receipts of customer

payments. Lastly, a decrease in our inventory balance increased cash provided by operating activities by $14,082,000
in the first six months of 2012. In the first six months of 2011, our inventory balance increased, which resulted in a
$3,004,000 decrease in cash provided by operating activities.

Partially offsetting these increases in cash provided by operating activities were decreases attributable to: (i) accounts
payable, including accounts payable to related parties; and (ii) deferred revenues. Accounts payable, including
accounts payable to related parties, decreased cash provided by operating activities by $418,000 in the first six months
of 2011. In the first six months of 2012, accounts payable, including accounts payable to related parties, decreased
cash provided by operating activities by $3,412,000. This change was primarily attributable to differences in the
timing and amount of payments to suppliers. In the first six months of 2011, deferred revenue increased cash
provided by operating activities by $11,602,000. In the first six month of 2012, deferred revenue increased cash
provided by operating activities by $100,000. This change occurred as the construction related to capital projects we
undertook on behalf of certain of our customers was largely completed and payments for those capital expenditures
were received.
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Investing Activities

Cash used in investing activities decreased from $39,129,000 in the first six months of 2011 to $12,920,000 in the first
six months of 2012. This decrease was primarily attributable to a reduction in the net purchases of marketable
securities in the first six months of 2012 compared to the first six months of 2011. Such net purchases totaled
$42,982,000 in the first six months of 2011 and $10,521,000 in the first six months of 2012. Additionally, capital
expenditures decreased from $15,325,000 in the first six months of 2011 to $4,068,000 in the first six months of

2012. This decrease was attributable to the completion of certain capital projects undertaken on behalf of certain of
our customers. Our capital expenditures and customer reimbursements are summarized in the table below. Partially
offsetting these decreases in cash used in investing activities was a $21,086,000 change in restricted cash incurred in
the first six months of 2011 that was not experienced in the first six months of 2012 in that we did not have restricted
cash in 2012.
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(Dollars in thousands)

Six Months Six Months
Ended June 30, Ended June 30,

2012 2011
Cash paid for capital expenditures $4,068 $15,325
Cash received as reimbursement of capital expenditures (289 ) (10,456 )
Cash paid, net of reimbursement, for capital expenditures $3,779 $4,869

Financing Activities

Cash provided by financing activities decreased from $7,802,000 in the first six months of 2011 to $8,184,000 of cash
used in financing activities in the first six months of 2012. This change was primarily the result of $15,763,000 of
cash being generated in the first six months of 2011 as a result of shares sold through our at-the-market offering
(discussed below). No shares were sold through this offering in the first six months of 2012.

Credit Facility

We entered into a $50 million credit agreement with a commercial bank in March 2007. The loan is a revolving
facility the proceeds of which may be used for our working capital, capital expenditures, and general corporate
purposes. The facility terminates on June 30, 2013. Advances are made pursuant to a borrowing base. Advances are
secured by a perfected first priority security interest in our accounts receivable and inventory. The interest rate floats
at certain margins over LIBOR or base rate based upon the leverage ratio from time to time. There is an unused
commitment fee. The ratio of total funded debt to EBITDA may not be less than 3:1. We had no borrowings under
this credit agreement at June 30, 2012 or December 31, 2011.

We intend to fund future capital requirements for our businesses from cash flow generated by us as well as from
existing cash, cash investments, and, if the need should arise, borrowings under our credit facility. We do not believe
there will be a need to issue any securities to fund such capital requirements.

Dividends

In the first two quarters of 2012, we declared regular cash dividends in the amount of $0.10 per share on our common
stock, per quarter. The regular cash dividend amounted to $4,132,000 in the first quarter of 2012 and $4,132,000 in
the second quarter of 2012, for aggregate dividend payments of $8,264,000 in the first six months of 2012.

In the first quarter of 2011, we declared a special cash dividend in the amount of $0.10 per share on our common
stock. The special cash dividend amounted to approximately $3,998,000. In the second quarter of 2011, we declared
a regular cash dividend in the amount of $0.10 per share on our common stock. The regular cash dividend amounted
to $3,998,000 in the second quarter of 2011, for aggregate dividend payments of $7,996,000 in the first six months of
2011.

Capital Management

As a result of our initial equity offering, our subsequent positive operating results, the exercise of warrants, and the
issuance of shares in our at-the-market offering (discussed below), we accumulated funds in excess of our working
capital needs. Some of this excess working capital has been paid out as special and regular cash dividends. Regular
cash dividends will also be paid out for the remainder of 2012 as previously reported. We intend to retain the
remaining cash to fund infrastructure and capacity expansion at our Batesville plant. Third parties have not placed
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significant restrictions on our working capital management decisions.
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These funds were predominantly held in cash or cash equivalents at multiple financial institutions. In the first two
quarters of 2012 and 2011, we also had investments in certain preferred stock, trust preferred securities, other equity
instruments, and municipal debt securities. We classify these investments as current assets in the accompanying
consolidated balance sheets and designate them as being “available-for-sale”. Accordingly, they are recorded at fai