
 

 

PATRIOT COAL CORPORATION 
CORPORATE GOVERNANCE GUIDELINES 

(effective December 15, 2010)  

PURPOSE  

It is the responsibility of the Board of Directors (“Board”) of Patriot Coal 
Corporation (the “Company”) to promote the best interests of (the “Company”) and 
its shareholders and to oversee the management of the Company. In addition to the 
Certificate of Incorporation and the Bylaws of the Company, these Corporate 
Governance Guidelines, the committee charters and the Code of Business Conduct 
and Ethics will be used by the Board to fulfill its responsibilities.  

RELATIONSHIP WITH MANAGEMENT  

The Board will appoint the Chief Executive Officer (the “CEO”) and other officers 
of the Company who will be charged with the conduct of the Company’s business. 
The CEO will report to the Board. Board members will have complete access to the 
Company’s management and may, from time to time, request that a member of 
management, who can provide additional insight into items being discussed, attend 
a meeting of the Board.  

The Board will operate independent of management as it conducts its duties. It will 
elect a Chairman, who may be a member of management, to coordinate the 
activities of the Board. The Board will carefully consider issues that are important 
to the Company, with and without management being present. In that regard, the 
Board is free to communicate amongst itself without management’s involvement, 
and the Board will periodically meet independent of management.  

DIRECTOR QUALIFICATIONS AND BOARD SIZE  

The Board must be comprised of at least a majority of directors who meet the 
criteria for independence established by the New York Stock Exchange (including 
without limitation those independence requirements set forth in Section 303(A)(1) 
and (2) of the New York Stock Exchange listing standards).  

The Nominating and Governance Committee is responsible for reviewing with the 
Board, on at least an annual basis, the requisite qualifications, independence, skills 
and characteristics of Board candidates, members, and the Board as a whole. This 
assessment will include an evaluation of each director’s independence, as well as 
consideration of skills, experience, diversity and age in the context of the needs of 
the Board. The Nominating and Governance Committee will recommend director 
nominees to the Board in accordance with the policies and principles set forth in its 
charter. Invitations to join the Board shall be jointly extended by the Chairperson of 
the Nominating and Governance Committee and the Chairman of the Board, after 
consideration and approval by the full Board.  

 



 

 

The current consensus of the directors is that the optimum size of the Board is 9-11 
members. However, the Board reserves the flexibility to change the number so that 
it is not constrained in its ability to recruit or retain outstanding candidates. 

CHANGE IN DIRECTOR OCCUPATION OR OTHER STATUS  

When a director’s principal occupation or business association changes 
substantially during his or her tenure as a director, that director shall tender his or 
her resignation to the Chairman of the Board for consideration by the Nominating 
and Governance Committee. The Nominating and Governance Committee will 
recommend to the Board the action to be taken with respect to the resignation.  

The Board encourages individual directors to conduct a self-assessment at least 
annually, and at other times when circumstances other than those described in the 
preceding paragraph occur that might compromise their independence or impact 
their ability to perform their Board duties effectively (e.g., joining additional public 
boards, moving to a new location). If an individual director has any concerns in this 
regard, he/she should contact the Chairperson of the Nominating and Governance 
Committee or the Chairman of the Board to review the appropriateness of 
continuing as a Board member.  

SERVICE ON PUBLIC BOARDS AND OTHER COMMITMENTS  

The Nominating and Governance Committee will carefully review the prior 
commitments of each candidate before recommending his/her nomination to join 
the Board. In addition, the Nominating and Governance Committee will confirm 
that outside commitments have not regularly and adversely impacted (and are not 
expected to regularly and adversely affect) a director’s performance when 
considering his/her renomination for an additional term. Directors should advise 
the Chairman of the Board and the Chairperson of the Nominating and Governance 
Committee prior to accepting an invitation to serve on another public company 
board and should keep them fully apprised of the committees of other public 
company boards on which they serve.  

It is the Board’s view that any individual director should not serve on more than 
four other public company boards in addition to the Board.  Except in extraordinary 
circumstances and only after the Board has determined that such simultaneous 
service would not impair the ability of the director to serve effectively on the 
Company’s Audit Committee (which determination shall be disclosed in the 
Company’s annual proxy statement), no member of the Company’s Audit 
Committee shall serve simultaneously on the audit committee of more than two 
other public companies. For purposes of this guideline and as provided under New 
York Stock Exchange rules, (i) service on the boards of multiple funds within a 
single fund complex shall be deemed as service on one public company board, and 
(ii) service on multiple audit committees within a single fund complex shall be 
deemed as service on one public company audit committee.  



 

 

TERM LIMITS  

In lieu of term limits, the Nominating and Corporate Governance Committee will 
review each director’s continuation on the Board every three years. This will allow 
each director the opportunity to conveniently confirm his/her desire to continue as a 
member of the Board.  

DIRECTOR ELECTION PROCEDURES  

The Board desires to clarify its position regarding the actions to be taken when a 
director receives more “withheld” than “for” votes in an election. Such a vote sends 
a message that clearly warrants the Board’s careful attention. At the same time, the 
Board recognizes that special measures are warranted to protect against the 
coercive activities of special interest groups who conduct campaigns involving the 
election of directors to further their own interests, as opposed to the best interests of 
all shareholders.  

In an uncontested election of directors (i.e., an election where the only nominees 
are those recommended by the Board), any nominee for director who receives a 
greater number of votes “withheld” from his or her election than votes “for” his or 
her election (a “Withhold Vote”) will promptly tender his or her resignation to the 
Chairman of the Board or the full Board, in the case of the Chairman, following 
certification of the shareholder vote.  

The Nominating and Governance Committee will promptly consider the 
resignation submitted by such director, and will recommend to the Board whether 
to accept or reject the tendered resignation. In considering whether to accept or 
reject the tendered resignation, the Nominating and Governance Committee will 
consider all factors deemed relevant by its members including, without limitation, 
the stated reasons why shareholders “withheld” votes for election from such 
director, the length of service and qualifications of the director whose resignation 
has been tendered, the director’s contributions to the Company, the Company’s 
Corporate Governance Guidelines, and whether any special interest groups 
conducted a campaign involving the election of directors to further the interests of 
such group, as opposed to the best interests of all shareholders.  

The Board will act on the Nominating and Governance Committee’s 
recommendation no later than 90 days following the date of the shareholders’ 
meeting where the election occurred. In evaluating the Nominating and 
Governance Committee’s recommendation, the Board will review the factors 
considered by the Nominating and Governance Committee and such additional 
information and factors the Board believes to be relevant.  

To the extent that one or more directors’ resignations are accepted by the Board, the 
Nominating and Governance Committee will recommend to the Board whether to 
fill such vacancy or vacancies or to reduce the size of the Board.  

Any director who tenders his or her resignation pursuant to this provision will not 
participate in the Nominating and Governance Committee recommendation or 



 

 

Board consideration regarding whether or not to accept the tendered resignation. If 
a majority of the members of the Nominating and Governance Committee receive 
Withhold Votes at the same election, then the independent directors who are on the 
Board who did not receive Withhold Votes in such election (including those who 
were not standing for election) will appoint a Board committee amongst themselves 
solely for the purpose of considering the tendered resignations and will recommend 
to the Board whether to accept them or reject them. This Board committee may, but 
need not, consist of all of the independent directors who did not receive Withhold 
Votes in that election. 

This corporate governance guideline will be summarized or included in each proxy 
statement relating to an election of directors of the Company.  

DIRECTOR RESPONSIBILITIES  

The basic responsibility of the directors is to exercise their independent business 
judgment to act in what they reasonably believe to be the best interests of the 
Company and its shareholders. In discharging that obligation, directors should be 
entitled to rely on the honesty and integrity of their fellow directors and the 
Company’s senior executives and its outside advisors and auditors. The directors 
shall also be entitled (a) to have the Company purchase reasonable directors’ and 
officers’ liability insurance on their behalf, (b) to the benefits of indemnification 
(and advancement of expenses) to the fullest extent permitted by law and the 
Company’s Certificate of Incorporation, Bylaws and indemnification agreements, 
and (c) to exculpation as provided by state law and the Company’s Certificate of 
Incorporation.  

Directors are expected to attend all Board meetings and all meetings of committees 
on which they serve. While attendance at such meetings in person is preferred, 
participation by means of a telephone conference is acceptable when occasional 
circumstances prevent a director from attending in person. Directors also are 
expected to spend the time needed and to meet as frequently as necessary to 
properly discharge their responsibilities. Information and data that are important to 
the Board’s understanding of the business to be conducted at a Board or committee 
meeting should generally be distributed in writing to the directors before the 
meeting to the extent practicable, and directors should review these materials in 
advance of the meeting. All such materials should be concise while still providing 
the information that the Board will require to make an informed decision. Directors 
shall preserve the confidentiality of confidential material given or presented to the 
Board or any committee of the Board.  

Directors must disclose to other directors any potential or perceived conflicts of 
interest they may have with respect to any matter under discussion and refrain from 
voting, or influencing the other directors, on a matter in which they have a conflict.  

The Board believes that the management speaks for the Company. Individual 
Board members may, from time to time, meet or otherwise communicate with 
various constituencies that are involved with the Company. The Board members 
would do this only with the knowledge of the CEO and the Chairman of the Board 



 

 

and, absent unusual circumstances or as contemplated by the committee charters, 
only at the request of the CEO or the Chairman of the Board. The Chairman of the 
Board speaks for the Board unless the Board shall appoint another director to be its 
spokesperson.  

The Board believes that directors should be shareholders and have a financial stake 
in the Company. The Board has therefore established stock ownership guidelines 
for directors which shall be publicly disclosed through the Company’s website or 
other appropriate means.  

BOARD MEETING PROCEDURES  

The Chairman of the Board, working with the CEO, will coordinate the 
development and preparation of the agenda for each Board meeting and the 
schedule for Board and committee meetings. Each director is free to suggest the 
inclusion of items on the agenda. Each director is also free to raise at any Board 
meeting subjects that are not on the agenda for that meeting. At least one Board 
meeting per year shall include a thorough review of the Company’s budget for the 
following year, long-term strategic plans and the principal issues that are expected 
to affect the Company in the future.  

The non-management directors will meet in executive session at least quarterly. In 
addition, if the Board determines that any non-management directors are not 
independent pursuant to the Board’s standards for determining independence as set 
forth herein, an executive session comprised solely of independent directors will be 
held at least once a year. These executive sessions may be held in conjunction with 
regularly scheduled Board meetings. Executive sessions will be chaired on a 
rotating basis by the Chairpersons of the Audit Committee, the Compensation 
Committee and the Nominating and Governance Committee.  

The Board welcomes regular attendance at each Board meeting of the appropriate 
representatives of senior management, subject to the Board’s right in all instances 
to meet in executive session or with a more limited number of management 
representatives. If the CEO wishes to have additional Company personnel 
attendees on a regular basis, this suggestion should be brought to the Board for 
consideration.  

COMMITTEES OF THE BOARD  

The Board will have at all times an Audit Committee, a Finance Committee, a 
Compensation Committee, a Nominating and Governance Committee and an 
Executive Committee. All members of the Audit Committee, the Compensation 
Committee and the Nominating and Governance Committee shall be independent 
directors under the criteria established by the New York Stock Exchange and, in the 
case of the Audit Committee, Section 10A(m)(3) of the Securities Exchange Act of 
1934, as amended, and the rules and regulations promulgated thereunder and as 
otherwise set forth in their respective charters. The Board may, from time to time, 
establish or maintain additional committees as it deems necessary or appropriate.  



 

 

The Board will appoint all committee members, taking into consideration the 
recommendations of the Nominating and Governance Committee and the desires of 
individual directors. It is the sense of the Board that consideration should be given 
to rotating committee members and/or Chairpersons periodically, to the extent 
practicable (with due consideration to be given the specialized qualifications, 
independence standards, and experience that may be required for certain committee 
members), but the Board does not believe that rotation should be mandated as a 
policy.  

Each committee will have its own charter. The charters will set forth the purposes, 
goals and responsibilities and authority (consistent with any applicable bylaws or 
resolutions of the Board) of the committees, as well as qualifications for committee 
membership, procedures for committee member appointment and removal, 
committee structure and operations and committee reporting to the Board. The 
charters will also provide that each committee will annually evaluate its own 
performance and report the results of this evaluation to the full Board. The current 
charters for the Audit, Compensation, Nominating and Governance and Executive 
Committees are on the Company’s website.  

The Chairperson of each committee, in consultation with the committee members, 
will determine the frequency and length of the committee meetings consistent with 
any requirements set forth in the committee’s charter. The Chairperson of each 
committee, in consultation with the appropriate members of the committee and 
management, will direct the development of the committee’s agenda. The 
Chairperson of each committee shall report to the full Board after each committee 
meeting to assure that all directors remain fully apprised of significant topics 
discussed and actions taken.  

To the extent practicable, meetings of committees shall not be scheduled 
simultaneously in order that directors who are not members of the committee may 
attend, unless the Chairperson of the committee believes that such attendance is not 
appropriate.  

DIRECTOR ACCESS TO OFFICERS, EMPLOYEES AND 
INDEPENDENT ADVISORS  

Directors shall have full and free access to officers and employees of the Company. 
Any meeting or contacts that a director wishes to initiate may be arranged through 
the CEO or the Secretary or directly by the director.  The directors will use their 
best judgment to ensure that any such contact is not disruptive to the business 
operations of the Company, will not disclose any confidential or sensitive 
information in the possession of the director and will, unless inappropriate, copy 
the CEO or the Secretary on any written communications with such officers or 
employees.  

The Board and each committee shall, in accordance with its Charter, have the 
authority to hire independent legal, financial or other advisors as they may deem 
necessary, without consulting or obtaining the approval of any officer of the 
Company in advance.  



 

 

DIRECTOR COMPENSATION  

The Board will periodically review the recommendation of the Compensation 
Committee and, based thereon, will determine the form and amount of director 
compensation, including cash, equity-based awards and other director 
compensation. In considering the amount of director compensation to be paid, the 
Board shall consider, among other factors, the compensation paid to directors of 
comparable public companies. In connection with such determination and periodic 
reviews, the Board and the Compensation Committee shall consider that directors’ 
independence may be jeopardized (i) if director compensation and perquisites 
exceed customary levels, (ii) if the Company makes substantial charitable 
contributions to organizations with which a director is affiliated, or (iii) if the 
Company enters into consulting contracts with (or provides other indirect forms of 
compensation to) a director or an organization with which the director is affiliated.  

DIRECTOR ORIENTATION AND CONTINUING EDUCATION  

Each new director will participate in a Director Orientation Program, which should 
be conducted within a reasonable period of time after his/her appointment or 
election. This orientation will include presentations by senior management to 
familiarize the new director with the director’s duties and responsibilities, the 
Company’s strategic plans, its significant financial, accounting and risk 
management issues, its compliance programs, its Code of Business Conduct and 
Ethics, its principal officers, and its internal and independent auditors. In addition, 
the Director Orientation Program should include visits to the Company’s 
headquarters and, to the extent practicable, one or more of the Company’s 
significant mining operations. All other directors are also invited to attend any 
Director Orientation Program. 

Directors are also encouraged to periodically pursue or obtain, at the Company’s 
expense, appropriate programs, sessions or materials designed to enhance their 
knowledge regarding the Company and its businesses, and/or their ability to serve 
on the Company’s Board.  

MANAGEMENT EVALUATION AND SUCCESSION  

The Board (excluding management members) will review at least annually the 
performance and compensation of the CEO and the other senior executives, taking 
into account the recommendations of the Compensation Committee as set forth in 
its charter. As part of this review, the Board shall consider, among other factors, the 
compensation paid to the chief executive officers and other senior executives of 
comparable companies.  

The CEO will provide an annual report on succession planning and related 
development recommendations to the Compensation Committee, including a 
short-term succession plan delineating temporary delegation of authority in the 
event that the CEO or any other executive officer is unexpectedly unable to perform 
his/her duties. The Compensation Committee, working in conjunction with the 
CEO, as appropriate, will then present its recommendations with respect to 



 

 

succession planning to the Board.  Management directors, other than the CEO, who 
could potentially be impacted by such succession planning process will be 
excluded from these presentations. The CEO also should have available at all times 
his/her recommendations and evaluations of potential successors, along with any 
development plans recommended for such individuals.  

ANNUAL PERFORMANCE EVALUATION  

The Board will conduct an annual self-evaluation to determine whether it and its 
committees are functioning effectively. The Nominating and Governance 
Committee will receive comments from all directors and report annually to the 
Board with an assessment of the Board’s performance. The full Board will discuss 
such assessment to determine what actions, if any, could improve Board and 
committee performance.  

STOCKHOLDER COMMUNICATIONS WITH BOARD OF DIRECTORS 

The Board has adopted the following procedures for stockholders and other 
interested persons to communicate with the Board, individual directors and/or 
Committee Chairs (collectively, “Stockholder Communications”): 
 
Stockholders and other interested persons seeking to communicate with the Board 
should submit their written comments to the Chairman, Patriot Coal Corporation, 
12312 Olive Boulevard, Suite 400, Saint Louis, Missouri 63141.  The Chairman 
will forward such Stockholder Communications to each member of the Board 
(excluding routine advertisements and business solicitations, as instructed by the 
Board), and provide a report on the disposition of matters stated in such 
communications at the next regular meeting of the Board.  If a Stockholder 
Communication is addressed to a specific individual director or Committee Chair 
(excluding routine advertisements and business solicitations), the Chairman will 
forward that communication to the named director, and will discuss with that 
director whether the full Board and/or one of its committees should address the 
subject matter. 
 
If a Stockholder Communication raises concerns about the ethical conduct of 
management or the Company, it should be sent directly to the Corporate Secretary 
at 12312 Olive Boulevard, Suite 400, Saint Louis, Missouri 63141.  The Corporate 
Secretary will promptly forward a copy of such Stockholder Communication to the 
Chairman of the Audit Committee and, if appropriate, the Company’s Chairman, 
and take such actions as they authorize to ensure that the subject matter is addressed 
by the appropriate Board committee, management and/or by the full Board. 
 
If a stockholder or other interested person seeks to communicate exclusively with 
the Company’s non-management directors, such Stockholder Communication 
should be sent directly to the Corporate Secretary who will forward any such 
communications directly to the Chair of the Nominating & Governance Committee.  
The Corporate Secretary will first consult with and receive the approval of the 
Chair of the Nominating & Governance Committee before disclosing or otherwise 



 

 

discussing the communication with members of management or directors who are 
members of management. 
 
At the direction of the Board, the Company reserves the right to screen all materials 
sent to its directors for potential security risks, harassment purposes or routine 
solicitations. 
 
Stockholders have an opportunity to communicate with the Board at the 
Company’s Annual Meeting of Stockholders.  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. 
 
The Chairman shall be the spokesman for the Board except in circumstances where 
the inquiry or comment is about the Chairman.  In such instances, the Chairman of 
the Nominating & Governance Committee shall become the spokesman. 
 

DELEGATION OF AUTHORITY  

In general, it is the duty of the Board to oversee the activities of the Company and to 
protect its assets. The Board will monitor the performance of the Company and 
management, approve annual budgets, approve all major acquisitions and approve 
the strategic direction of the Company. In order to promote the efficient operation 
of the Company, the Board relies upon management to make necessary business 
decisions. Certain actions, however, are so significant that full Board approval is 
required. For example, approval of the full Board is required to:  

 Amend the Certificate of Incorporation or Bylaws;  

 Adopt an agreement of merger or consolidation;  

 Recommend to the shareholders the sale, lease or exchange of all or 
substantially all the Company’s property and assets;  

 Recommend to the shareholders a dissolution of the Company or a 
revocation of any dissolution;  

 Declare a dividend;  

 Issue stock;  

 Appoint members of Board committees; and  

 Change major lines of business.  

Additionally, the Board will consider other significant transactions that exceed 
predetermined thresholds set by the Board from time to time, including, without 
limitation:  

 Corporate expenditures;  



 

 

 Coal purchase contracts, contract mining agreements and other significant 
contractual arrangements;  

 Coal supply agreement renegotiations;  

 Coal supply agreements requiring capital to fulfill their terms;  

 Sale, trade or disposal of assets;  

 Coal brokerage, transportation and emissions allowance transactions;  

 Indebtedness and prepayment of indebtedness; and  

 Investments, other than temporary investments of excess cash.  

The Board shall periodically review the delegation of authority guidelines 
established for the Company, and the Board specifically reserves the right to 
change its delegation of authority thresholds and policies at any time. The Board 
also reserves the right at any time to review any individual transaction or series of 
transactions, regardless of whether such transactions exceed thresholds previously 
established by the Board.  

Subject to such thresholds as are approved by the Board, approval limits at various 
levels of management may be delegated by the CEO and documented by written 
policies that provide an adequate system of internal controls.  

PERIODIC REVIEW, AMENDMENT AND WAIVER  

The Board, with the assistance of the Nominating and Governance Committee, 
shall review these Corporate Governance Guidelines at least annually to determine 
whether any changes are appropriate. Any proposed amendments or waivers must 
be approved by the Board in advance. 


