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March 22, 2011

Dear Shareholder:

You are cordially invited to attend the 2011 Annual Meeting of Shareholders of Peabody Energy Corporation, which
will be held on Tuesday, May 3, 2011, at 10:00 A.M., Central Time, at The Chase Park Plaza Hotel,
212 N. Kingshighway Blvd., St. Louis, Missouri 63108.

During this meeting, shareholders will vote on the following items:

1. Election of 11 Directors for a one-year term;

2. Ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2011;

3. Advisory vote on executive compensation;

4. Advisory vote on the frequency of future advisory votes on executive compensation;

5. Approval of our 2011 Long-Term Equity Incentive Plan; and

6. Consideration of any other business that may properly come before the meeting.

The accompanying Notice of Annual Meeting of Shareholders and Proxy Statement contain complete details on these
items and other matters. We also will be reporting on our operations and responding to shareholder questions. If you
have questions that you would like to raise at the meeting, we encourage you to submit written questions in advance
(by mail or e-mail) to the Corporate Secretary. This will help us respond to your questions during the meeting. If you
would like to e-mail your questions, please send them to stockholder.questions@peabodyenergy.com.

Your understanding of and participation in the Annual Meeting is important, regardless of the number of shares you
hold. To ensure your representation, we encourage you to vote over the telephone or Internet or to complete and return
a proxy card as soon as possible. If you attend the Annual Meeting, you may then revoke your proxy and vote in
person if you so desire.

Thank you for your continued support of Peabody Energy. We look forward to seeing you on May 3.

Very truly yours,

Gregory H. Boyce
Chairman and Chief Executive Officer
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PEABODY ENERGY CORPORATION
701 Market Street

St. Louis, Missouri 63101-1826

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

Peabody Energy Corporation (the �Company�) will hold its Annual Meeting of Shareholders at The Chase Park Plaza
Hotel, 212 N. Kingshighway Blvd., St. Louis, Missouri 63108 on Tuesday, May 3, 2011, at 10:00 A.M., Central Time,
to:

� Elect 11 Directors for a one-year term;

� Ratify the appointment of Ernst & Young LLP as our independent registered public accounting firm for the
fiscal year ending December 31, 2011;

� Hold an advisory vote on executive compensation;

� Hold an advisory vote on the frequency of future advisory votes on executive compensation;

� Approve our 2011 Long-Term Equity Incentive Plan; and

� Consider any other business that may properly come before the Annual Meeting.

The Board of Directors has fixed March 11, 2011 as the record date for determining shareholders who will be entitled
to receive notice of and vote at the Annual Meeting or any adjournment. Each share of Common Stock is entitled to
one vote. As of the record date, there were 270,600,359 shares of Common Stock outstanding.

If you own shares of Common Stock as of March 11, 2011, you may vote those shares via the Internet, by telephone
or by attending the Annual Meeting and voting in person. If you received your proxy materials by mail, you may also
vote your shares by completing and mailing your proxy/voting instruction card.

An admittance card or other proof of ownership is required to attend the Annual Meeting. If you are a shareholder of
record, please retain the admission card printed on your Notice of Internet Availability of Proxy Materials or your
proxy card for this purpose. Also, please indicate your intention to attend the Annual Meeting by checking the
appropriate box on the proxy card, or, if voting by the Internet or by telephone, when prompted. If your shares are
held by a bank or broker, you will need to ask that record holder for an admission card in the form of a confirmation
of beneficial ownership. If you do not receive a confirmation of beneficial ownership or other admittance card from
your bank or broker, you must bring proof of share ownership (such as a copy of your brokerage statement) to the
Annual Meeting.

Your vote is important. Whether or not you plan to attend the Annual Meeting, please cast your vote by
telephone or the Internet, or complete, date and sign a proxy card and return it in the envelope provided. If you
attend the Annual Meeting, you may withdraw your proxy and vote in person, if you so choose.

Alexander C. Schoch
Executive Vice President Law, Chief Legal
Officer and Secretary

March 22, 2011
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PEABODY ENERGY CORPORATION
PROXY STATEMENT

FOR THE
2011 ANNUAL MEETING OF SHAREHOLDERS

QUESTIONS AND ANSWERS ABOUT THE ANNUAL MEETING AND VOTING

Q: Why did I receive a notice in the mail regarding the Internet availability of proxy materials this year
instead of a full set of proxy materials?

A: In accordance with rules and regulations adopted by the Securities and Exchange Commission (the �SEC�), instead
of mailing a printed copy of our proxy materials to each shareholder of record, we may furnish proxy materials,
including this Proxy Statement and the Peabody Energy Corporation (�Peabody� or the �Company�) 2010 Annual
Report to Shareholders, by providing access to them via the Internet. We believe this allows us to provide our
shareholders with the information they need, while lowering the costs of delivery and reducing the environmental
impact of our Annual Meeting.

Most shareholders will not receive printed copies of the proxy materials unless they request them. Instead, a
Notice of Internet Availability of Proxy Materials (the �Notice�) was mailed that will tell you how to access and
review all of the proxy materials on the Internet. The Notice also tells you how to submit your proxy on the
Internet or by telephone. If you would like to receive a paper or email copy of our proxy materials, you should
follow the instructions for requesting them in the Notice.

Q: Why am I receiving these materials?

A: We are providing these proxy materials to you on the Internet or delivering printed versions of these materials to
you by mail in connection with our Annual Meeting of Shareholders, which will take place on May 3, 2011.
These materials were first made available on the Internet or mailed to shareholders on or about March 22, 2011.
You are invited to attend the Annual Meeting and requested to vote on the proposals described in this Proxy
Statement.

Q: What is included in these materials?

A: These materials include:

� Our Proxy Statement for the Annual Meeting; and

� Our 2010 Annual Report to Shareholders, which includes our audited consolidated financial statements.

If you requested printed versions of these materials, they also include the proxy/voting instruction card for the
Annual Meeting.

Q: What am I being asked to vote on?

A: You are being asked to vote on the following items:

� Election of Gregory H. Boyce, William A. Coley, William E. James, Robert B. Karn III, M. Frances Keeth,
Henry E. Lentz, Robert A. Malone, William C. Rusnack, John F. Turner, Sandra A. Van Trease and Alan H.
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Washkowitz as directors for a one-year term;

� Ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm for
the fiscal year ending December 31, 2011;

� Advisory vote on executive compensation;

� Advisory vote on the frequency of future advisory votes on executive compensation;

� Approval of our 2011 Long-Term Equity Incentive Plan; and

� Any other matter properly introduced at the meeting.

1
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Q: What are the voting recommendations of the Board of Directors?

A: The Board recommends the following votes:

� FOR the election of Gregory H. Boyce, William A. Coley, William E. James, Robert B. Karn III, M. Frances
Keeth, Henry E. Lentz, Robert A. Malone, William C. Rusnack, John F. Turner, Sandra A. Van Trease and Alan
H. Washkowitz as directors (Item 1); and

� FOR ratification of the appointment of Ernst & Young LLP as our independent registered public accounting firm
for the fiscal year ending December 31, 2011 (Item 2).

� FOR approval, on an advisory basis, of the compensation of our named executive officers (Item 3);

� FOR approval, on an advisory basis, of the option of once every two years as the frequency of future advisory
votes on executive compensation (Item 4); and

� FOR approval of our 2011 Long-Term Equity Incentive Plan (Item 5).

Q: Will any other matters be voted on?

A: We are not aware of any other matters that will be brought before the shareholders for a vote at the Annual
Meeting. If any other matter is properly brought before the meeting, your proxy will authorize each of Alan H.
Washkowitz, Alexander C. Schoch and Kenneth L. Wagner to vote on such matters in his discretion.

Q: How do I vote?

A: If you are a shareholder of record or hold Common Stock through the Peabody Investments Corp. Employee
Retirement Account (or any of the other 401(k) plans sponsored by our subsidiaries), you may vote using any of
the following methods:

� Via the Internet, by visiting the website �www.voteproxy.com� and following the instructions for Internet voting
on your Notice or proxy/voting instruction card;

� By dialing 1-800-PROXIES (1-800-776-9437) in the United States or 1-718-921-8500 from foreign countries
and following the instructions for telephone voting on your Notice or proxy/voting instruction card;

� If you received your proxy materials by mail, by completing and mailing your proxy/voting instruction card; or

� By casting your vote in person at the Annual Meeting.

If you vote over the Internet, you may incur costs such as telephone and Internet access charges for which you
will be responsible. The telephone and Internet voting facilities for the shareholders of record of all shares, other
than those held in the Peabody Investments Corp. Employee Retirement Account (or other 401(k) plans
sponsored by our subsidiaries), will close at 10:59 P.M. Central Time on May 2, 2011. The Internet and
telephone voting procedures are designed to authenticate shareholders by use of a control number and to allow
you to confirm that your instructions have been properly recorded.
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If you participate in the Company Stock Fund under the Peabody Investments Corp. Employee Retirement
Account (or other 401(k) plans sponsored by our subsidiaries), and had shares of Common Stock credited in your
account on the record date of March 11, 2011, you will receive a single Notice or proxy/voting instruction card
with respect to all shares registered in your name, whether inside or outside of the plan. If your accounts inside
and outside of the plan are not registered in the same name, you will receive a separate Notice or proxy/voting
instruction card with respect to the shares credited in your plan account. Voting instructions regarding plan shares
must be received by 10:59 P.M. Central Time on April 29, 2011, and all telephone and Internet voting facilities
with respect to plan shares will close at that time.

2
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Shares of Common Stock in the Peabody Investments Corp. Employee Retirement Account (or other 401(k)
plans sponsored by our subsidiaries) will be voted by Vanguard Fiduciary Trust Company (�Vanguard�), as trustee
of the plan. Plan participants should indicate their voting instructions to Vanguard for each action to be taken
under proxy by Internet or telephone or by completing and returning a proxy/voting instruction card. All voting
instructions from plan participants will be kept confidential. If a plan participant fails to sign or to timely return
the proxy/voting instruction card or otherwise timely indicate his or her instructions by telephone or over the
Internet, the shares allocated to such participant, together with unallocated shares, will be voted in the same
proportion as plan shares for which Vanguard receives voting instructions.

If you vote by Internet or telephone or return your signed proxy/voting instruction card, your shares will be voted
as you indicate. If you do not indicate how your shares are to be voted on a matter, your shares will be voted in
accordance with the voting recommendations of the Board of Directors.

If your shares are held in a brokerage account in your broker�s name (also known as �street name�), you should
follow the instructions for voting provided by your broker or nominee. You may submit voting instructions by
Internet or telephone or, if you received your proxy materials by mail, you may complete and mail a voting
instruction card to your broker or nominee. If you provide specific voting instructions by telephone, Internet or
mail, your broker or nominee will vote your shares as you have directed. Please note that shares in our United
States (�U.S.�) Employee Stock Purchase Plan are held in street name by Wells Fargo Advisors, the plan
administrator.

Ballots will be provided during the Annual Meeting to anyone who wants to vote in person at the meeting. If you
hold shares in street name, you must request a confirmation of beneficial ownership from your broker to vote in
person at the meeting.

Q: Can I change my vote?

A: Yes. If you are a shareholder of record, you can change your vote or revoke your proxy before the Annual
Meeting by:

� Submitting a valid, later-dated proxy/voting instruction card;

� Submitting a valid, subsequent vote by telephone or the Internet at any time prior to 10:59 P.M. Central Time on
May 2, 2011;

� Notifying our Corporate Secretary in writing that you have revoked your proxy; or

� Completing a written ballot at the Annual Meeting.

You can revoke your voting instructions with respect to shares held in the Peabody Investments Corp. Employee
Retirement Account (or other 401(k) plans sponsored by our subsidiaries) at any time prior to 10:59 P.M. Central
Time on April 29, 2011 by timely delivery of an Internet or telephone vote, or a properly executed, later-dated
voting instruction card, or by delivering a written revocation of your voting instructions to Vanguard.

Q: Is my vote confidential?

A: Yes. All proxies, ballots and vote tabulations that identify how individual shareholders voted will be kept
confidential and not be disclosed to our directors, officers or employees, except in limited circumstances,
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including:

� When disclosure is required by law;

� During any contested solicitation of proxies; or

� When written comments by a shareholder appear on a proxy card or other voting material.
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Q: What will happen if I do not instruct my broker how to vote?

A: If your shares are held in street name and you do not instruct your broker how to vote, one of two things can
happen, depending on the type of proposal. Pursuant to New York Stock Exchange (�NYSE�) rules, brokers have
discretionary power to vote your shares on �routine� matters, but they do not have discretionary power to vote your
shares on �non-routine� matters. We believe that the only proposal that will be considered routine under NYSE
rules is Item 2, which means that your broker may vote your shares in its discretion on that item. This is known as
�broker discretionary voting.�

The election of directors (Item 1) and Items 3, 4 and 5 are considered non-routine matters. Accordingly,
your broker may not vote your shares with respect to these matters if you have not provided instructions.
This is called a �broker non-vote.�

We strongly encourage you to submit your proxy and exercise your right to vote as a shareholder.

Q: How will my Company stock in the Peabody Investments Corp. Employee Retirement Account or other
401(k) plans sponsored by the Company�s subsidiaries be voted?

A: Vanguard, as the plan trustee, will vote your shares in accordance with your instructions if you vote by Internet or
the telephone or send in a completed proxy/voting instruction card before 10:59 P.M. Central Time on April 29,
2011. All telephone and Internet voting facilities with respect to plan shares will close at that time. Vanguard will
vote allocated shares of Common Stock for which it has not received direction, as well as shares not allocated to
individual participant accounts, in the same proportion as plan shares for which Vanguard receives voting
instructions.

Q: How many shares must be present to hold the Annual Meeting?

A: Holders of a majority of the shares of outstanding Common Stock as of the record date must be represented in
person or by proxy at the Annual Meeting in order to conduct business. This is called a quorum. If you vote, your
shares will be part of the quorum. Abstentions, �Withheld� votes and broker non-votes also will be counted in
determining whether a quorum exists.

Q: What vote is required to approve the proposals?

A: In the election of directors, the number of shares voted �For� a nominee must exceed 50% of the number of votes
cast with respect to such nominee�s election in order for such nominee to be elected. Votes cast include votes to
withhold authority and exclude abstentions with respect to a nominee�s election. If the number of shares voted �For�
a nominee does not exceed 50% of the number of votes cast with respect to such nominee�s election, our
Corporate Governance Guidelines require that such nominee promptly tender his or her resignation to the
Chairman of the Board following certification of the shareholder vote. The procedures to be followed by the
Board with respect to such resignation are described on page 18.

The proposals to ratify the appointment of Ernst & Young LLP (Item 2), to approve, on an advisory basis, the
compensation of our named executive officers (Item 3), to approve, on an advisory basis, the frequency of future
advisory votes on executive compensation (Item 4), and to approve our 2011 Long-Term Equity Incentive Plan
(Item 5), will require approval by the holders of a majority of the shares present in person or by proxy at the
meeting and entitled to vote. Abstentions and broker non-votes will have no effect on these proposals. Votes will
be tabulated by the independent inspector of election appointed for the Annual Meeting, who will separately
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Q: What does it mean if I receive more than one notice or proxy card or voting instruction form?

A: It means your shares are registered differently or are held in more than one account at the transfer agent and/or
with banks or brokers. Please vote all of your shares.

Q: Who may attend the Annual Meeting?

A: All Peabody Energy Corporation shareholders as of March 11, 2011 may attend the Annual Meeting.

Q: What do I need to do to attend the Annual Meeting?

A: If you are a shareholder of record or a participant in the Peabody Investments Corp. Employee Retirement
Account (or other 401(k) plans sponsored by our subsidiaries), your admission card is printed on the Notice or
attached to your proxy card or voting instruction form. You will need to bring this admission card with you to the
Annual Meeting.

If you own shares in street name, you will need to ask your bank or broker for an admission card in the form of a
confirmation of beneficial ownership. You will need to bring a confirmation of beneficial ownership with you to
vote at the Annual Meeting. If you do not receive your confirmation of beneficial ownership in time, bring your
most recent brokerage statement with you to the Annual Meeting. We can use that to verify your ownership of
Common Stock and admit you to the meeting; however, you will not be able to vote your shares at the meeting
without a confirmation of beneficial ownership.

Q: Where can I find the voting results of the Annual Meeting?

A: We plan to announce preliminary voting results at the Annual Meeting and to publish final results in a Current
Report on Form 8-K within four business days after the Annual Meeting.

5
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ELECTION OF DIRECTORS (ITEM 1)

The Board of Directors has nominated Gregory H. Boyce, William A. Coley, William E. James, Robert B. Karn III,
M. Frances Keeth, Henry E. Lentz, Robert A. Malone, William C. Rusnack, John F. Turner, Sandra A. Van Trease
and Alan H. Washkowitz for election as directors, each to serve for a term of one year and until his or her successor is
duly elected and qualified. Each nominee is currently serving as a director and has consented to serve for the new
term. Should any of them become unavailable for election, your proxy authorizes us to vote for such other person, if
any, as the Board may recommend.

The Board of Directors recommends that you vote �For� the Director nominees named above.

Director Qualifications

Pursuant to its charter, the Nominating and Corporate Governance Committee reviews with the Board, at least
annually, the requisite qualifications, independence, skills and characteristics of Board candidates, members and the
Board as a whole. While the selection of qualified directors is a complex and subjective process that requires
consideration of many intangible factors, the Committee believes that candidates should generally meet the following
criteria:

� Broad training, experience and a successful track record at senior policy-making levels in business,
government, education, technology, accounting, law, consulting and/or administration;

� The highest personal and professional ethics, integrity and values;

� Commitment to representing the long-term interests of the Company and all of its shareholders;

� An inquisitive and objective perspective, strength of character and the mature judgment essential to effective
decision-making;

� Expertise that is useful to the Company and complementary to the background and experience of other Board
members; and

� Sufficient time to devote to Board and committee activities and to enhance their knowledge of our business,
operations and industry.

The Board believes that all of our directors meet these criteria. In addition, as outlined below, each director brings a
strong and unique background and set of skills to the Board, giving the Board as a whole competence and experience
in a wide variety of areas, including the coal industry, related energy industries, finance and accounting, operations,
environmental affairs, international affairs, governmental affairs and administration, public policy, healthcare,
corporate governance, board service and executive management.

We believe that the Board as a whole and each of our directors possess the necessary qualifications and skills to
effectively advise management on strategy, monitor our performance and serve our best interests and the best interests
of our shareholders.

Gregory H. Boyce
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Mr. Boyce, age 56, has been a director since March 2005. Mr. Boyce was named Chief Executive Officer Elect of the
Company in March 2005, assumed the position of Chief Executive Officer in January 2006 and was elected Chairman
by the Board of Directors in October 2007. He was President of the Company from October 2003 to December 2007
and was Chief Operating Officer of the Company from October 2003 to December 2005. He previously served as
Chief Executive � Energy of Rio Tinto plc (an international natural resource company) from 2000 to 2003. Other prior
positions include President and Chief Executive Officer of Kennecott Energy Company from 1994 to 1999 and
President of Kennecott Minerals Company from 1993 to 1994. He has extensive engineering and operating experience
with Kennecott and also served as Executive Assistant to the Vice Chairman of Standard Oil of Ohio from
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1983 to 1984. Mr. Boyce serves on the board of directors of Marathon Oil Corporation. He is Chairman of the
National Mining Association and a member of the World Coal Association, the National Coal Council (NCC) and the
Coal Industry Advisory Board of the International Energy Agency. He is a Board member of the Business Roundtable
and the American Coalition for Clean Coal Electricity (ACCCE). Mr. Boyce is a member of the Business Council;
Civic Progress in St. Louis; the Board of Trustees of St. Louis Children�s Hospital; the Board of Trustees of
Washington University in St. Louis; the School of Engineering and Applied Science National Council at Washington
University in St. Louis; and the Advisory Council of the University of Arizona�s Department of Mining and Geological
Engineering. Mr. Boyce�s extensive experience in the global energy and mining industries, combined with his drive for
innovation and excellence, make him highly qualified to serve as our Chairman and Chief Executive Officer.

William A. Coley

Mr. Coley, age 67, has been a director since March 2004. From March 2005 to July 2009, Mr. Coley served as Chief
Executive Officer and Director of British Energy Group plc, the U.K.�s largest electricity producer. He was previously
a non-executive director of British Energy. Mr. Coley served as President of Duke Power, the U.S.-based global
energy company, from 1997 until his retirement in February 2003. During his 37-year career at Duke Power,
Mr. Coley held various officer level positions in the engineering, operations and senior management areas, including
Vice President, Operations (1984-1986), Vice President, Central Division (1986-1988), Senior Vice President, Power
Delivery (1988-1990), Senior Vice President, Customer Operations (1990-1991), Executive Vice President, Customer
Group (1991-1994) and President, Associated Enterprises Group (1994-1997). Mr. Coley was elected to the board of
Duke Power in 1990 and was named President following Duke Power�s acquisition of PanEnergy in 1997. Mr. Coley
earned his B.S. in electrical engineering from Georgia Institute of Technology and is a registered professional
engineer. He is also a director of E. R. Jahna Enterprises. Mr. Coley previously served as a director of British Energy
Group plc, CT Communications, Inc. and SouthTrust Bank. Mr. Coley�s executive management and energy industry
experience, together with his service on other public company boards of directors, make him a valued advisor and
highly qualified to serve as a member of the Board and its Executive Committee and as Chairman of its Compensation
Committee.

William E. James

Mr. James, age 65, has been a director since July 2001. Since July 2000, Mr. James has been co-founder and
Managing General Partner of RockPort Capital Partners LLC, a venture capital fund specializing in energy and power,
advanced materials, process and prevention technologies, transportation and green building technologies. Prior to
joining RockPort, Mr. James co-founded and served as Chairman and Chief Executive Officer of Citizens Power LLC,
the nation�s first and a leading power marketer. He also co-founded the non-profit Citizens Energy Corporation and
served as the Chairman and Chief Executive Officer of Citizens Corporation, its for-profit holding company, from
1987 to 1996. Mr. James is also a director of Ener1, Inc. Mr. James� executive management and energy industry
experience make him a valued advisor and highly qualified to serve as a member of the Board and its Compensation
and Nominating and Corporate Governance Committees.

Robert B. Karn III

Mr. Karn, age 69, has been a director since January 2003. Mr. Karn is a financial consultant and former managing
partner in financial and economic consulting with Arthur Andersen LLP in St. Louis. Before retiring from Arthur
Andersen in 1998, Mr. Karn served in a variety of accounting, audit and financial roles over a 33-year career,
including Managing Partner in charge of the global coal mining practice from 1981 through 1998. He is a Certified
Public Accountant and has served as a Panel
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Arbitrator with the American Arbitration Association. Mr. Karn is also a director of Natural Resource Partners L.P., a
master limited partnership that is listed on the NYSE, Kennedy Capital Management, Inc. and numerous NYSE-listed
closed-end mutual and exchange traded funds under the Guggenheim Financial Family of Funds. He previously
served as a director of the Fiduciary/Claymore Dynamic Equity Fund. Mr. Karn�s extensive experience in accounting,
auditing and financial matters, together with his service on other boards of directors, make him a valued advisor and
highly qualified to serve as a member of the Board and its Audit and Compensation Committees.

M. Frances Keeth

Mrs. Keeth, age 64, has been a director since March 2009. She was Executive Vice President of Royal Dutch Shell,
plc, and Chief Executive Officer and President of Shell Chemicals Limited, a services company responsible for Royal
Dutch Shell�s global petrochemical businesses, from January 2005 to December 2006. She served as Executive Vice
President of Customer Fulfillment and Product Business Units for Shell Chemicals Limited from July 2001 to January
2005 and was President and Chief Executive Officer of Shell Chemical LP, a U.S. petrochemical member of the Royal
Dutch/Shell Group, from July 2001 to July 2006. Mrs. Keeth also serves as a director of Verizon Communications
Inc. and Arrow Electronics Inc. She has been a member of the Advisory Board of the Bauer Business School,
University of Houston, since 2002. Mrs. Keeth�s executive management and energy industry experience, together with
her service on other public company boards of directors, make her a valued advisor and highly qualified to serve as a
member of the Board and its Compensation and Health, Safety and Environmental Committees.

Henry E. Lentz

Mr. Lentz, age 66, has been a director since February 1998. Mr. Lentz is a Managing Director of Lazard Frères & Co,
an investment banking firm, a position he has held since June 2009. He was a Managing Director of Barclays Capital,
an investment banking firm and successor to Lehman Brothers Inc., an investment banking firm (�Lehman Brothers�),
from September 2008 to June 2009. From January 2004 to September 2008 he was employed as an Advisory Director
by Lehman Brothers. He joined Lehman Brothers in 1971 and became a Managing Director in 1976. He left the firm
in 1988 to become Vice Chairman of Wasserstein Perella Group, Inc., an investment banking firm. In 1993, he
returned to Lehman Brothers as a Managing Director and served as head of the firm�s worldwide energy practice. In
1996, he joined Lehman Brothers� Merchant Banking Group as a Principal and in January 2003 became a consultant to
the Merchant Banking Group. Mr. Lentz is also the non-executive Chairman of Rowan Companies, Inc. and a director
of CARBO Ceramics, Inc. Mr. Lentz�s experience in investment banking and financial matters, together with his
experience in serving on other public company boards of directors, make him a valued advisor and highly qualified to
serve as a member of the Board and its Nominating and Corporate Governance and Executive Committees.

Robert A. Malone

Mr. Malone, age 59, has been a director since July 2009. Mr. Malone was elected as President and Chief Executive
Officer of the First National Bank of Sonora, Texas in October 2009. He is a Retired Executive Vice President of BP
plc and the Retired Chairman of the Board and President of BP America Inc., at the time the largest producer of oil
and natural gas and the second largest gasoline retailer in the United States. He served in that position from 2006 to
2009. Mr. Malone previously served as Chief Executive Officer of BP Shipping Limited from 2002 to 2006, as
Regional President Western United States, BP America Inc. from 2000 to 2002 and as President, Chief Executive
Officer and Chief Operating Officer, Alyeska Pipeline Service Company from 1996 to 2000. He is also a director of
Halliburton Company and the First National Bank of Sonora. Mr. Malone�s executive operating experience, including
crisis management and safety performance, and energy industry experience, together with his service on
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another public company board of directors, make him a valued advisor and highly qualified to serve as a member of
the Board and its Compensation Committee and as Chairman of its Health, Safety and Environmental Committee.

William C. Rusnack

Mr. Rusnack, age 66, has been a director since January 2002. Mr. Rusnack is the former President and Chief
Executive Officer of Premcor Inc., one of the largest independent oil refiners in the United States prior to its
acquisition by Valero Energy Corporation in 2005. He served as President, Chief Executive Officer and Director of
Premcor from 1998 to February 2002. Prior to joining Premcor, Mr. Rusnack was President of ARCO Products
Company, the refining and marketing division of Atlantic Richfield Company. During a 31-year career at ARCO, he
was also President of ARCO Transportation Company and Vice President of Corporate Planning. He is also a director
of Sempra Energy, Flowserve Corporation and Solutia Inc. Mr. Rusnack�s executive management and energy industry
experience, together with his service on other public company boards of directors, make him a valued advisor and
highly qualified to serve as a member of the Board and its Executive Committee and as Chairman of its Audit
Committee.

John F. Turner

Mr. Turner, age 69, has been a director since July 2005. Mr. Turner served as Assistant Secretary of State for the
Bureau of Oceans and International Environmental and Scientific Affairs from November 2001 to July 2005.
Mr. Turner was previously President and Chief Executive Officer of The Conservation Fund, a national nonprofit
organization dedicated to public-private partnerships to protect land and water resources. He was director of the
U.S. Fish and Wildlife Service from 1989 to 1993. Mr. Turner also served in the Wyoming state legislature for
19 years and is a past president of the Wyoming State Senate. He serves as a consultant to The Conservation Fund.
Mr. Turner also serves as Chairman of the University of Wyoming, Ruckelshaus Institute of Environment and Natural
Resources. He is also a director of International Paper Company, American Electric Power Company, Inc. and
Ashland, Inc. Mr. Turner�s extensive experience in international, environmental, regulatory and governmental affairs
and public policy, together with his service on other public company boards of directors, make him a valued advisor
and highly qualified to serve as a member of the Board and its Health, Safety and Environmental and Nominating and
Corporate Governance Committees.

Sandra A. Van Trease

Ms. Van Trease, age 50, has been a director since January 2003. Ms. Van Trease is Group President, BJC HealthCare,
a position she has held since September 2004. BJC HealthCare is one of the nation�s largest nonprofit healthcare
organizations, delivering services to residents in the greater St. Louis, southern Illinois and mid-Missouri regions.
Prior to joining BJC HealthCare, Ms. Van Trease served as President and Chief Executive Officer of UNICARE, an
operating affiliate of WellPoint Health Networks Inc., from 2002 to September 2004. Ms. Van Trease also served as
President, Chief Financial Officer and Chief Operating Officer of RightCHOICE Managed Care, Inc. from 2000 to
2002 and as Executive Vice President, Chief Financial Officer and Chief Operating Officer from 1997 to 2000. Prior
to joining RightCHOICE in 1994, she was a Senior Audit Manager with Price Waterhouse LLP. She is a Certified
Public Accountant and Certified Management Accountant. Ms. Van Trease is also a director of Enterprise Financial
Services Corporation. Ms. Van Trease�s executive management, health care and accounting experience, together with
her experience in serving on another public company board of directors, make her a valued advisor and highly
qualified to serve as a member of the Board and its Audit and Health, Safety and Environmental Committees.
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Alan H. Washkowitz

Mr. Washkowitz, age 70, has been a director since May 1998. Until July 2005, Mr. Washkowitz was a Managing
Director of Lehman Brothers and part of the firm�s Merchant Banking Group, responsible for oversight of Lehman
Brothers Merchant Banking Partners. He joined Kuhn Loeb & Co. in 1968 and became a general partner of Lehman
Brothers in 1978 when it acquired Kuhn Loeb & Co. Prior to joining the Merchant Banking Group, he headed Lehman
Brothers� Financial Restructuring Group. Mr. Washkowitz is also a director of L-3 Communications Corporation.
Mr. Washkowitz�s experience in investment banking and financial matters, together with his experience in serving on
other public company boards of directors, make him a valued advisor and highly qualified to serve as a member of the
Board and its Audit Committee and as Chairman of its Nominating and Corporate Governance Committee.

INFORMATION REGARDING BOARD OF DIRECTORS AND COMMITTEES

Director Independence

As required by the rules of the NYSE, the Board of Directors evaluates the independence of its members at least
annually, and at other appropriate times when a change in circumstances could potentially impact the independence or
effectiveness of one or more directors (e.g., in connection with a change in employment status or other significant
status changes). This process is administered by the Nominating and Corporate Governance Committee, which
consists entirely of directors who are independent under applicable NYSE rules. After carefully considering all
relevant relationships with us, the Nominating and Corporate Governance Committee submits its recommendations
regarding independence to the full Board, which then makes a determination with respect to each director.

In making independence determinations, the Nominating and Corporate Governance Committee and the Board
consider all relevant facts and circumstances, including (1) the nature of any relationships with us, (2) the significance
of the relationship to us, the other organization and the individual director, (3) whether or not the relationship is solely
a business relationship in the ordinary course of our and the other organization�s businesses and does not afford the
director any special benefits, and (4) any commercial, industrial, banking, consulting, legal, accounting, charitable and
familial relationships. For purposes of this determination, the Board deems any relationships that have expired for
more than three years to be immaterial.

After considering the standards for independence adopted by the NYSE and various other factors as described herein,
the Board has determined that all directors other than Mr. Boyce are independent. None of the directors other than
Mr. Boyce receives any compensation from us other than customary director and committee fees.

Mr. Rusnack, Mr. Turner and Ms. Van Trease and/or their immediate family members serve as directors, officers or
trustees of charitable organizations to which we made contributions in the normal course of our charitable
contributions program. After careful consideration, the Board determined that these contributions do not impair, or
appear to impair, the independent judgment of these directors.

Mr. Turner currently serves as a member of the board of directors of American Electric Power, Inc. which is one of
our customers. After careful consideration, the Board has determined that this relationship does not impair, or appear
to impair, Mr. Turner�s independent judgment.

Prior to April 2008, Mr. James periodically provided consulting services to Lehman Brothers on matters unrelated to
us. In addition, prior to September 2008, Mr. Lentz served as an Advisory Director to Lehman Brothers. Until its
bankruptcy filing in September 2008, Lehman Brothers through one or more subsidiaries provided limited commercial
and investment banking services to us. After careful consideration, the Board has determined that the relationships
with Lehman Brothers do not impair, or appear to impair, the independent judgment of Mr. Lentz or Mr. James.

Edgar Filing: PEABODY ENERGY CORP - Form DEF 14A

Table of Contents 24



10

Edgar Filing: PEABODY ENERGY CORP - Form DEF 14A

Table of Contents 25



Table of Contents

Since June 2009, Mr. Lentz has served as a Managing Director of Lazard Frères & Co, which does not currently
provide any commercial or investment banking services to us. Lazard�s only business relationship with us is as the
manager of one of the 35 mutual fund options in our 401(k) plans. After careful consideration, the Board has
determined that the relationship with Lazard Frères & Co does not impair, or appear to impair, the independent
judgment of Mr. Lentz.

Board Attendance and Executive Sessions

The Board of Directors met nine times in 2010. During that period, each incumbent director attended 75% or more of
the aggregate number of meetings of the Board and the committees on which he or she served, and average attendance
was 98%. Pursuant to our Corporate Governance Guidelines, the non-management directors meet in executive session
at least quarterly. The chair of each executive session rotates among the chairs of the Audit Committee, Compensation
Committee, Health, Safety and Environmental Committee and Nominating and Corporate Governance Committee.
During 2010, our non-management directors met in executive session six times.

Pursuant to Board policy, each director is expected to attend the Annual Meeting in person, subject to occasional
excused absences due to illness or unavoidable conflicts. Each of our incumbent directors attended the last Annual
Meeting of Shareholders in May 2010.

Director Orientation and Continuing Education

Our Corporate Governance Guidelines require that each new director participate in a director orientation program
which includes presentations by senior management to familiarize the new director with our strategic plans, our
significant financial, accounting and risk management issues, our compliance program, our Code of Business Conduct
and Ethics, our principal officers and our internal and independent auditors.

On an ongoing basis, our directors receive continuing education through presentations at Board meetings as well as
regular visits to our significant mining operations. In addition, directors are required to attend an approved director
education program at least once every three years.

Board Leadership Structure

Our bylaws and Corporate Governance Guidelines permit the roles of Chairman and Chief Executive Officer to be
filled by different individuals. The Board of Directors deliberates and decides, each time it selects a Chief Executive
Officer, whether the roles should be combined or separate, based upon our needs at that time. Mr. Boyce has led our
Company as Chief Executive Officer since January 2006, and was appointed to the additional role of Chairman in
October 2007. The Board believes that Mr. Boyce�s management of our complex operations on a day-to-day basis
provides him with first-hand knowledge of the opportunities and challenges facing us, which, together with his
qualifications and experience, position him to best lead productive discussions of the Board and help ensure effective
risk oversight for the Company. The Board believes that we and our shareholders remain best served by having
Mr. Boyce assume the responsibilities of Chairman in addition to his responsibilities as Chief Executive Officer.

Our Board leadership structure provides for strong oversight by independent directors. The Board is comprised of
Mr. Boyce and ten independent directors. With the exception of the Executive Committee, which is chaired by
Mr. Boyce, each of the standing committees of the Board is chaired by an independent director, and the Audit,
Compensation, Health, Safety and Environmental and Nominating and Corporate Governance Committees of the
Board consist entirely of independent directors. The Board believes that the candor and objectivity of the Board�s
deliberations are not affected by whether its Chairman is independent or a member of management. In addition, the
Board believes that the strength of
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our corporate governance structure is such that the combination of the roles of Chairman and Chief Executive Officer
does not in any way limit the Board�s oversight of our Chief Executive Officer, and that it is unnecessary for the Board
to designate a lead independent director.

Role of the Board in Risk Oversight

The Board of Directors oversees an enterprise-wide approach to risk management, designed to support the
achievement of organizational objectives, including strategic objectives, to enhance long-term organizational
performance and shareholder value. A fundamental part of risk management is not only understanding the risks we
face, how those risks may evolve over time, and what steps management is taking to manage and mitigate those risks,
but also understanding what level of risk tolerance is appropriate for us. Management is responsible for the day-to-day
management of the risks we face, while the Board, as a whole and through its committees, has responsibility for the
oversight of risk management. In its risk oversight role, the Board has the responsibility to satisfy itself that the risk
management processes designed and implemented by management are adequate and functioning as designed. The
Board regularly reviews information regarding marketing, operations, safety performance, trading, finance and
business development as well as the risks associated with each. In addition, the Board holds strategic planning
sessions with management to discuss our strategies, key challenges, and risks and opportunities. The full Board
receives reports on our enterprise risk management initiatives on at least an annual basis.

While the Board is ultimately responsible for risk oversight, committees of the Board also have been allocated
responsibility for specific aspects of risk oversight. In particular, the Audit Committee assists the Board in fulfilling its
oversight responsibilities with respect to risk management in the areas of financial reporting, internal controls, risk
assessment and risk management. The Compensation Committee assists the Board in fulfilling its oversight
responsibilities with respect to the risks arising from our compensation policies and programs. The Health, Safety and
Environmental Committee assists the Board in fulfilling its oversight responsibilities with respect to the risks
associated with our health, safety and environmental objectives, policies and performance. The Nominating and
Corporate Governance Committee assists the Board in fulfilling its oversight responsibilities with respect to the risks
associated with board organization, membership and structure, ethics and compliance, succession planning for our
directors and executive officers, and corporate governance.

Committees of the Board of Directors

The Board of Directors has appointed five standing committees from among its members to assist it in carrying out its
obligations. These committees are the Audit Committee, Compensation Committee, Executive Committee, Health,
Safety and Environmental Committee, and Nominating & Corporate Governance Committee. Each standing
committee has adopted a formal charter that describes in more detail its purpose, organizational structure and
responsibilities. A copy of each committee charter can be found on our website (www.peabodyenergy.com) by
clicking on �Investors,� and then �Corporate Governance.� Information on our website is not considered part of this Proxy
Statement. A description of each committee and its current membership follows:

Audit Committee

The members of the Audit Committee are William C. Rusnack (Chair), Robert B. Karn III, Sandra A. Van Trease and
Alan H. Washkowitz. The Board of Directors has affirmatively determined that, in its judgment, all members of the
Audit Committee are independent under NYSE and SEC rules. The Board also has determined that each of
Messrs. Rusnack, Karn and Washkowitz and Ms. Van Trease is an �audit committee financial expert� under SEC rules.
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The Audit Committee met ten times during 2010. The Audit Committee�s primary purpose is to provide assistance to
the Board in fulfilling its oversight responsibility with respect to:

� The quality and integrity of our financial statements and financial reporting processes;

� Our systems of internal accounting and financial controls and disclosure controls;

� The independent registered public accounting firm�s qualifications and independence;

� The performance of our internal audit function and independent registered public accounting firm; and

� Compliance with legal and regulatory requirements, and codes of conduct and ethics programs established by
management and the Board.

Some of the primary responsibilities of the Audit Committee include the following:

� To appoint our independent registered public accounting firm, which reports directly to the Audit Committee;

� To approve all audit engagement fees and terms and all permissible non-audit engagements with our
independent registered public accounting firm;

� To ensure that we maintain an internal audit function and to review the appointment of the senior internal audit
team and/or provider;

� To approve the terms of engagement for the internal audit provider;

� To meet on a regular basis with our financial management, internal audit manage
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