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We have an enormous opportunity to create sustainable energy solutions to solve our energy and environmental
challenges, ease supply issues and improve health and longevity for people around the world.

In the next quarter century, global energy use is expected to increase by nearly
50 percent, and world electricity generation will nearly double. At a time when
competing fuels are increasingly strained and coming from unstable regions,
greater use of coal can advance the goals of clean energy solutions that

build energy security, strengthen economies and solve our environmental
challenges. | believe it is our responsibility to advance all of these three "Es”

at all times.

We need all forms of energy to meet these
heavy demands, though coal is the only
sustainable fuel that can keep pace. Oil and
natural gas supplies are increasingly strained.
The U.S. petroleum industry predicts that
the global supply of oil and natural gas from
conventional sources will not meet the
significant projected growth demand over
the next 25 years. Coal has been the fastest-
growing fuel for each of the past five years,
and coal use is expected to grow nearly
75 percent over the next quarter century.

In 2008, Peabody was named first among Mining and Crude Oil industries in
Fortune Magazine’s “Most Admired Companies” ranking of U.S. companies.
Peabody ranked first in the sector and held the number-one score in every
category, including social responsibility.

Peabody’s vision is to achieve near-zero emissions from coal, and we are the
global leader advancing signature clean coal projects in the United States,
China and Australia. Greater use of clean coal is important for solving the
world’s energy needs and advancing climate solutions.

As a nation, we must commit to significant funding increases to commercialize
carbon capture and storage technologies for clean electricity and Btu Conversion
projects. The magnitude of this challenge is enormous, but within reach as our
most powerful solution for an energy-short world.

You will read more about Peabody’s positions, priorities and successes in this
2007 report, which builds on five years of benchmarking by our management
and board of directors.

Once again, | want to recognize our global team of employees for their hard
work delivering best-in-class performance. | also thank our board for its wisdom
and guidance. | am privileged to lead such a dedicated team that continues
creating sustainable energy solutions for health, wealth and prosperity through
robust use of clean coal.

ey 1/ —
Gregory H. Boyce
Chairman and Chief Executive Officer
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Creating an accident-free workplace through best practices in safety is central
to Peabody Energy’s mission and a major component of our position on
employee responsibility. Our vision for safety is to achieve zero incidents
of any kind. This means operating free of injuries, occupational ilinesses,
property damage and near misses. We continue to accelerate our emphasis
on communications, training and prevention, and the past three years have
been the safest in our 125-year history.

We believe that our responsibility to employees also includes providing an
empowered, collaborative work environment. We reward performance in
safety, continuous improvement, innovation and creativity, and provide
opportunities for personal growth and career advancement.
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Peabody’s North Antelope Rochelle Mine — the world’s largest coal mine — was
also the most productive in 2007, based on the most recent industry data. North
Antelope Rochelle earned dual honors from the governor and state as the safest
mine in Wyoming this past year.

Throughout the organization, we seek to elevate performance excellence,
embracing four key pillars of leadership: inspiration, innovation, collaboration
and execution. We believe effective leadership must inspire employees to
perform at their highest level... innovate through new technologies, new
markets and new approaches... and collaborate to build and develop teams
that enable Peabody to seize opportunities. These elements drive execution
and ensure strong results.

By building on these leadership qualities, Peabody believes we can help
employees achieve their highest potential, build employee satisfaction and
create a high-performing organization. Employees also are encouraged to seek
broader assignments to advance career goals and participate in continued
development, education and training.
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Employee Responsibility

Training center curriculum is geared to develop core competencies, including:

e Safety

* New miner development

* Mobile and mining equipment operator skills

* Maintenance, electrical and welding skills

* Plant, mine, and equipment monitoring and control systems
* Continuous improvement skills

e Supervisory and leadership skills

¢ Testing and evaluation

New miners participate in formal classroom training and hands-on skills
development in both shop and on-the-job training environments.

Students use virtual technology to hone their skills to safely operate under-
ground and surface equipment including continuous miners and longwalls, roof
bolters, haul trucks and other surface equipment while supervisors benchmark
student progress. Students are graded on every subject and must successfully
complete the course to earn certification.

Peabody's Wyoming and Midwest training centers opened in 2006. These
centers trained 6,700 employees and vendors this past year, totaling more
than 128,000 hours. Classes were primarily provided for new miners and
experienced employees covering safety, maintenance, equipment operator
skills, managing people skills for supervisors, and continuous improvement

and change management.
2

Safety Awards Recognition

Peabody employees continue demonstrating
excellence in safety, earning 18 awards for safety
and emergency preparedness in 2007, which
includes top honors for mine rescue in every region.

SAFETY
A WAY OF LIFE
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2007

Safety Milestones
Farmersburg Mine
Sentinels of Safety Award
U.S. Department of Labor

Francisco Mine
Sentinels of Safety Certificate
U.S. Department of Labor

Lee Ranch Mine
Operator of the Year Award
New Mexico Mine Inspector

Lee Ranch Mine
Safe Operator Award
New Mexico Mine Inspector

Lee Ranch Mine
Sentinels of Safety Certificate
U.S. Department of Labor

North Antelope Rochelle Mine

"Safe Sam” Award

State Mine Inspector & Wyoming

Mining Association

North Antelope Rochelle Mine
Wyoming Governor's Safety Award

Governor's Office

Somerville Central Mine
Sentinels of Safety Certificate
U.S. Department of Labor

Viking Mine
Sentinels of Safety Certificate
U.S. Department of Labor

Safety Competition Milestones
Caballo Mine

1st Place and 2nd Place

11th Annual Red Desert Trauma
Conference

Caballo Mine
1st Place “"B" Flight
21st Annual Safety Olympiad

Lee Ranch Mine

1st Place Five-Person Event

69th Annual Tri-State Firemen's
Association Training and Competition

North Antelope Rochelle Mine
1st Place Overall and

1st Place in Advanced "A" Flight
21st Annual Safety Olympiad

North Wambo Mine

1st Place

Hunter Valley Mine Rescue
Competition

Twentymile Mine

1st Place: Chuck Harvey, Benchman
National Mine Rescue Competition
U.S. Department of Labor

Willow Lake Mine

1st Place

lllinois Department of Natural
Resources

Mine Rescue Competition
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Environmental Responsibility

Restoration of cultural plants used by Navajo and Hopi for medicinal, ceremonial
and cultural purposes is part of a broad collection of sustainable initiatives on
Arizona’s Black Mesa. Peabody earned world recognition for its environmental,
economic and community practices on tribal lands, among the best in nearly
100 nations.

Peabody’s mission: “When the mining is complete,
we will leave the land in a condition equal to or
better than we found it.”

Peabody has a 125-year legacy of innovation, creating environmental solutions
that return lands to a condition that is equal to or better than before mining
occurred. Peabody believes in continuous environmental improvement in coal
mining and coal use and is leading global initiatives to commercialize technology
toward a vision of near-zero emissions from coal.

Excellence in stewardship is core to Peabody’s mission. Mined lands are
returned for productive rangeland, farmland, forest, wildlife habitat, wetlands

and recreation areas, often to a condition that is better than before mining
occurred. We use best practices and regularly seek community involvement
in our activities.

Peabody is the most recognized company among its peers for sustainability
and corporate responsibility, according to a study by Ceres and the Investor
Responsibility Research Center.

Validating the company's sustainable approach, Peabody earned international
recognition at the Energy Globe Awards in Brussels, Belgium, for community
and environmental practices on tribal lands in Arizona spanning nearly 40 years.
Peabody’s business alliance with the Navajo Nation and the Hopi Tribe creates
hundreds of local jobs, tens of millions of dollars in annual tribal revenue and a
legacy of stewardship that preserves cultural and traditional values.

“I'm especially proud of the work we've done in reclaiming
mined lands to hardy, productive range, implementing
grazing management programs, and developing a first-of-
its-kind program to restore plants and herbs for ceremonial
and medicinal use,” says Scott Williams, Peabody’s
Operations Manager for the Arizona Business Unit.

In 2007, employees garnered a dozen awards for stewardship, notably
earning half of the U.S. Department of the Interior’'s 2007 awards for good
neighbor practices and reclamation excellence in Colorado, Kentucky, Indiana
and Wyoming. Two Peabody environmental managers, Vern Pfannenstiel and
Ken Rogers, were honored by their peers for their environmental leadership.

This section highlights:

e Environmental Policy

* Management's Environmental Committee

* Regulatory Oversight

* Reclaiming Lands for Higher Use

* Reclamation Bonding

e Environmental Compliance
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Environmental Responsibility

honored with a Reclamation Innovation Award from Indiana Society of Mining
and Reclamation. Major stewardship milestones in 2007 include:

* Somerville Central Mine in Indiana was honored by U.S. Interior with both
a Silver Good Neighbor Award and an Excellence in Mining and Reclamation
National Award for its innovative, community-based approach to reclama-
tion. U.S. Interior credited the mine for partnering with area landowners
to revitalize productive farming and pastureland and for supporting local
recreational, civic and educational institutions.

The mine also earned honors for its work restoring waterways, seasonal
wetland and wildlife habitat and for partnering with the American Chestnut
Foundation to reintroduce a hardy chestnut hybrid on reclaimed lands. Once
the pride of Eastern U.S. forests, the chestnut tree was all but wiped out by
a lethal fungus in the late 19th century. Peabody’s efforts will help restore a
blight-resistant species, returning an important part of America’s heritage to
the Eastern woodlands.

e The Caballo Mine in Wyoming received a Bronze Good Neighbor Award
for its collaboration with local ranchers to preserve Wyoming's traditional
Western heritage. U.S. Interior recognized the mine for working with
ranchers to double the productivity of area range for grazing and assisting
with conservation projects adjacent to the mine.

Caballo’s efforts included working cooperatively with neighbors to help
conserve water by building and repairing reservoirs, irrigation pipelines and
groundwater wells. Caballo Mine is highly productive and has a long history
of stewardship, winning five state and national reclamation awards during
the past 10 years.

* Gibraltar Mine, formerly operated in Kentucky, was honored with a
National Excellence in Mining and Reclamation Award for reclaiming
highly productive farmland, pastureland and wildlife habitat. Employees
also were recognized for working with the University of Kentucky to
restore sustainable forests.

The mine collaborated with local farmers to develop prime farmland and
pastureland and created a diverse landscape of native grasses, forests
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Peabody Seeks Excellence in Environmental Performance

(Dollars in Millions)

2003 data includes Peabody and contract mines.
All data reflect continuing operations.

2007 2006 2005 2004 2003
Reclamation Performance Bonds Approved $1,073.4  $1,018.3 $897.2 $845.5 $823.5
Federal Coal Reclamation Fees $61.2 $62.2 $59.9 $56.1 $52.6
Developed Land (acres) 7,570 6,565 5,620 4,733 4,733
Permanently Reclaimed Land (acres) 7,945 7,159 4,070 3,970 3,754
Cumulative Developed (acres) 107,511 111,712 100,764 93,278 91,952

Cumulative Permanently Reclaimed (acres) 72,271 71,693 62,705 56,273 56,337

Bond Release All Phases $36.3 $47.6 $38.9 $41.5 $50.1
Number of Trees Planted 527,048 385,287 568,424 728,727 533,934
Forest Land Established (acres) 711 286 123 731 410

and waterways. A partnership with the American Chestnut Foundation to
reintroduce hybrid, blight-resistant American Chestnut trees to the Eastern
United States also contributed to the honors.

The Twentymile Mine and former Seneca Mine in Colorado were honored
for reclaiming wildlife habitat that has become the home to large populations
of Columbian sharp-tailed grouse. The restored wildlife habitat is so pristine,
the grouse migrated onto reclaimed lands, a rare occurrence in the wild and
a key reason the operations were honored. Mine reclamation and environ-
mental staff has developed best practices that restore native range and
wildlife habitat to endure harsh winters in Northwest Colorado.

Peabody has demonstrated the principles of sustainability throughout its
125-year history and will continue best practices in stewardship to achieve
maximum benefits for future generations.
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Public Responsibility

Peabody is the global leader advancing near-zero
emissions through centerpiece clean coal initiatives
in China, Australia and the United States.

Society faces urgent energy needs and long-term environmental goals at a
time when the world is energy short. As the world's largest private-sector coal
company —and 125 years strong — Peabody Energy is uniquely positioned to
advance sustainable solutions to address both of these crucial concerns.

Clean coal benefits society both through its abundance and low cost, and is an
increasingly diverse source of energy that can be transformed into electricity,
transportation fuels, natural gas, steel and hydrogen.

PREEEFUR

Signing Ceremony for China-U.S. Cooperation

o= ch ok AL B
SENI

Peabody joined GreenGen at a formal signing ceremony at the prestigious
State Guest House in Beijing last year. The agreement was announced during
the Sino-U.S. Joint Commission on Commerce and Trade meetings attended
by U.S. and Chinese dignitaries, including U.S. Secretary of the Treasury
Henry M. Paulson, Jr. and China’s Vice Premier Wu Yi.
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Peabody advocates the long-term goal of achieving near-zero emissions. This
position is central to our enduring mission and forms the foundation of our
position on public responsibility.

Peabody is the global leader advancing clean coal solutions with signature
projects in China, Australia and the United States. We are participating in broad
industry and private partnerships to advance the science of carbon storage.
And we continue progressing with carbon management initiatives: We have
improved our U.S. greenhouse gas intensity by 31 percent since 1990.

Peabody will continue to advance development of clean coal technologies as
the world increases its use of coal for energy security, economic growth and
environmental solutions that help people everywhere live longer, healthier and
with a better quality of life.

This section highlights:

e Near-Zero Emissions

e (Coal’s Role in Carbon Dioxide Solutions

e Technology First, Then Controls

e Btu Conversion Technologies

e Political Activities

The Goal of Near-Zero Emissions

Peabody believes that through clean coal, America can secure its energy
supplies and achieve its climate goals. Our centerpiece near-zero initiatives
include GreenGen in China, the COAL21 Fund in Australia and the Vision 21 and
FutureGen projects in the United States.
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Public Responsibility

Fourth, commercialize Integrated Gasification Combined Cycle (IGCC) could lead to another 2 million to 3 million barrels of oil per day produced in the
technology with carbon capture and storage. GreenGen, COAL21 and United States alone, according to a major study by the National Coal Council.

FutureGen all share this goal. . . . .
Researchers are even examining the potential for using carbon-consuming

Fifth, pursue technologies to capture carbon dioxide from existing pulverized algae that absorb carbon dioxide and other power plant emissions, oxygenating
coal plants. This is the only way to break through on the many coal plants being the air during photosynthesis. Other technology paths include coal gasification
developed, particularly in the Pacific Rim. processes that can create separate hydrogen and carbon streams, reducing

carbon dioxide in an oxygen-rich environment during combustion or using

The Technology Path to Near-Zero Emissions from Coal scrubbing agents for removal.

Once the carbon dioxide stream is separated, it is compressed into a fluid-like
state for transport via pipeline. Ultimately the carbon dioxide is injected deep
underground into the same impermeable caverns that have safely stored
methane, coal and oil through the millennia, eventually dissolving and
mineralizing. The United States has centuries of storage available for carbon.

New Supercritical Plants & CCS Demonstration Essential

Advanced Supercritical Combustion Plants

Demonstrating Carbon Capture/Storage (CCS)

commerclcrat Coal Use Triples as Emissions Rapidly Decline

203%
200% = “‘
- -
ial | ith I Gross .. . PE T
Commercial IGCC with CCS Domestic S . .-_-._._-_ ) % L T
Product o Lo em®" aen""
| o ®
I Electricity I o’ s’ °
Retrofitting PC Plants with CCS from Coal 'i‘ i e -
B Energy 100% " : ,’:
Consumption DA
’ | |
2007 2010 2020 Population : ".: : 7o
M Total E s IS B rsmm=CtagaprrrERESEfEe.
o Emissions 59 PPEL L 47%
Carbon Dioxide Technology Advancements NPT LA
0%_B | |
Carbon dioxide is necessary for life and is exhaled with every breath. It also \_—_\
429,
is the result of most of our activities, from walking and driving to heating P ﬂ
. . e . -50%] | |
our homes and using our computers. Peabody believes that commercializing ” —tNMN—T—TTT—T—T—T——T— 7T

carbon capture and storage technology will ensure that our most abundant

. . . . Source: Energy Information Administration, Annual Energy Review, June 2007; U.S. EPA Air Emissions Trends Data, July 2007.
energy resource is developed in a climate-friendly way.

A number of prom's'”g teChnOng?S ére being advanceo! around the world Advancements in clean coal technologies have enabled U.S. coal-based electricity
to manage carbon. Using carbon dioxide for enhanced oil recovery (EOR), for generation to triple since 1970 while regulated emissions have been reduced
instance, is a process employed by the petroleum industry for 30 years. EOR 42 percent. New emission standards are leading to continued environmental
brings the benefit of improved oil production and improved energy security and improvement, toward the ultimate goal of near-zero emissions.
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Public Responsibility

At a time when competing fuels are increasingly strained, greater use of coal can
advance the complementary goals of clean energy solutions that build energy
security, strengthen economies and solve our environmental challenges.

Memberships

To advance our clean energy vision and the public policy framework that
supports it, Peabody engages in a variety of organized policy initiatives using
industry coalitions and associations. The company also takes on leadership in
a number of organizations that include the American Coalition for Clean Coal
Electricity, the National Mining Association, the Coal Utilization Resource
Council, and state chambers of commerce and coal associations.

Charitable Contributions

Peabody has a formal charitable giving program that provides support based
on an informal analysis of the social need, our ability to make a meaningful
difference, the connection of the opportunity with our core business and
shareholders, and the ability of the company to contribute. Peabody’s
charitable giving committee includes representatives from Human Resources,

Peabody Advances Education, Arts and Communities
2007 Contributions
Arts & Culture $ 180,255
Civic 252,550
Community Development 133,350
Diversity 71,400
Environmental 60,076
Health Care 97,908
Higher Education 447,140
Human Services 128,674
Mining/Coal Education Initiatives 25,070
Youth Services/Education K-12 111,903
United Way of Greater St. Louis 220,000
Scholarships 508,400
Charitable Matching Program 78,300
Grand Total $ 2,315,026

Peabody provided $2.3 million in charitable contributions in 2007, with more than
$1 million targeted for higher education, mining and engineering universities and
trade schools, along with student scholarships.

Environmental, Corporate Communications and an at-large position. The
committee structures Peabody's charitable giving program to support
corporatewide initiatives as well as region-specific opportunities.

Clean Coal is the Solution for an Energy-Short World

The world needs all forms of energy to meet enormous demands. That
includes greater use of clean coal and renewables, along with energy efficiency
and conservation.

Peabody believes that it is essential for America to commit significant funding
increases for carbon storage and other clean coal technologies to achieve
major priorities of energy security, economic growth and environmental
solutions. That is the most powerful energy solution for an energy-short world.
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Appendix

Following are a series of documents including Peabody’s mission statement
and safety vision in addition to key policies supporting the company’s goals
of social responsibility and sustainable development.

Peabody’s Mission Statement

Peabody Energy’s mission is to be a leading worldwide producer and
supplier of sustainable energy solutions, which power economic prosperity
and result in a better quality of life.

We will be Best in Class in six fundamental areas:

*  We will develop and manage safe, efficient, technology-driven, low-cost,
coal mining operations;

*  We will provide customers with quality products, reliable supply, innovative
solutions and superior service;

*  We will provide our employees with an empowered, collaborative work
environment based on mutual trust and respect that emphasizes safe working
conditions, rewards continuous improvement, innovation and creativity, and
provides opportunities for job satisfaction and career advancement;

*  We will reward shareholders with superior earnings performance and
sustained earnings growth;

*  We will at all times operate in a responsible, ethical and constructive
manner; and

* When the mining is complete, we will leave the land in a condition equal to
or better than we found it.

Safety Vision Statement

Peabody’s vision is to operate safe workplaces that are incident
free. The following governing principles for safety and health apply
to everyone at a Peabody workplace:

* The safety and health of our most important asset, our employees, is a core
value that is integrated into all areas of our business;

* All workplace incidents can be eliminated, including injuries, occupational
illnesses, property damage and near misses;
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* Management has the overall accountability for employee safety and health;

* Each employee is responsible for their own safety and health, as well as
promoting the safety of their co-workers;

* Each employee must be empowered with the skills and authority to
perform their job in a safe manner;

* All employees must comply with established safety rules and regulations;
* Open, honest and effective safety communication is essential;

* All safety and health efforts must be sustainable and will be continuously
reviewed and improved; and

* The workplace is anywhere a Peabody employee is on the job.

Environmental Mission
PEABODY ENERGY POLICY No. 400.00
PURPOSE:

Peabody Energy embraces the concept of sustainable development and
pledges to conduct its activities in a manner that recognizes the needs of
society and the needs for economic prosperity, national security, and a healthy
environment.

Coal mining and coal use are essential to economic prosperity and a better
quality of life. Peabody Energy recognizes these benefits while pledging to
manage our business in a manner that minimizes any adverse impacts our
activities may have on communities and the environment.

Within coal mining, our goal is to restore mined land to a productive condition
that provides lasting benefits to future generations. Within coal use, Peabody

supports continuous improvements in emissions by developing advanced coal
technologies.

Our environmental policies and programs are designed to ensure that coal
mining and coal use provide maximum benefit to current and future generations,
enhance Peabody’s leadership in environmental excellence, and assure compli-
ance with all legal and regulatory requirements.





