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n Monday, April 5, 2010, just before 3 o'clock
in the afternoon, miners at Massey Energy
Corporation’s Upper Big Branch coal mine in
southern West Virginia were in the process of a routine
shift change. Workers on the evening shift were climb-
ing aboard “mantrips,’ low-slung electric railcars that
would carry them into the sprawling, three mile-wide
drift mine, cut horizontally into the side of 2 mountain.
Many day shift workers inside the mine had begun
packing up and were preparing to leave, and some were
already on their way to the portals. At one of the mine’s
main “longwalls,” one thousand feet below the surface,
a team of four highly experienced miners was operat-
ing a shearer, a massive machine that cut coal from the
face with huge rotating blades. The shearer had been
shut down for part of the day because of mechanical
difficulties, and the miners were making one last pass
before the evening shift arrived to take their places.
Suddenly, a spark thrown off as the shearer’s
blades cut into hard sandstone ignited a small pocket
of flammable methane gas. One of the operators
immediately switched off the high-voltage power to
the machine. Seconds later, the flame reached a larger
pocket of methane, creating a small fireball. Appar-
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An evening shift miner who had just entered the
mine and boarded a mantrip for the ride to the coal
face later told investigators what he had experienced:

All of a sudden you heard this big roar, and that’s
when the air picked up. I'd say it was probably 60-some
miles per hour. Instantly black. It took my hardhat and
ripped it off my head, it was so powerful.

This miner and the rest of his group abandoned
the mantrip and ran for the entrance, clutching each
other in the darkness. On the outside, stunned and
shaken, they turned to the most senior member of
their crew for an explanation. “Boys. . ., I've been in
the mines a long time,” the veteran miner said. “That
[was] no [roof] fall. . . The place blew up”!

MASSEY ENERGY
CORPORATION

At the time of the explosion, Massey Energy
Corporation, the owner and operator of the Upper Big
Branch mine, was one of the leading coal producers
in the United States. The company, which specialized
in the production of high-grade metallurgical coal,
described itself as “the most enduring and successful
coal company in central Appalachia,” where it owned
one-third of the known coal reserves. Massey extracted
37 million tons of coal a year, ranking it sixth among
U.S. producers in tonnage. The company sold its cbal to
more than a hundred utility, metallurgical, and indus-
trial customers (mostly on long-term contracts) and
exported to 13 countries. In 2009, Massey earned $227
million on revenue of $2.7 billion. The company and its

- subsidiaries employed 5,800 people in 42 underground

and 14 surface mines and several coal processing facili-
ties in West Virginia, Kentucky, and Virginia.
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Don Blankenship, Total Cc;m-penMion

ExH'BlT 1

Oin .
year Salary Bonus “plion

2000 $933,369 $300,000 $3.869,819
2008 1,000,000 300,000

390,000
2007 1,000,000 300,000 604,800

Awardg

2,160,000
1 frmvm

Incentive

00 $11549 156 $573,618
3.022.447
5257576

2007-2009

Change in
Plan Pension Value

Total

Compensation

$609.875 §17.836.837
691415 357,129 11,020,991
111,794 386,480 9,361.000

Other(*)

Notes: "Other” includes personal yse of company carg diton

aft (the Challenger 601 corporate jet), housing, and related costs and services.
Source: Massey Energy 2010 Proxy, ucompensation Discussion and Analysis" and “Compensation of Named Executive Officers”

“""P;m.y's coal reserves, mainly through acquisi-
tions of smaller hljps. Massey shareholders, like all
investors, were huHctgd by the extreme volatility of
the stock market during the 2000s, Nevertheless, an
investor who purchased $10,000 worth of Massey
stock in December, 2004, would have a h
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As CEO, Blankenship developed a reputation as
a hands-on, detail-oriented manager. He lived in the
coal fields and ran the company out of a double-wide
trailer in Belfry, Kentucky, just over the West Virginia
line. He signed off on all hires, all the way down to
jJanitors. One manager expressed amazement when he
learned that the CEO would have to approve a tank-
ful'of gasoline for his truck. Managers were required
to fax production figures to Blankenship every half
hour. Red phones connected mine managers directly
to the CEO. “If the report was late or the numbers
weren't good, or the mine was shut down for any rea-
son,” Shnayerson reported, “the red phone would ring,
The terrified manager would pick it up to hear Mr. B
demanding to know why the numbers weren’t right.”®
I%I;ml\-msi‘lip‘g(‘)ld an interviewer, “People talk about
character being what you do when no one else is look-
ing. But the truth of the matter is character is doing
that which is unpopular if it’s right, even if it causes
you to be vilified."®
v+ CEO, Blankenship maintained a la.ser fo“cus on
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A week later, after this memo had been widely
circulated, he followed up with another one which
referred to the company’s S-1, P-2 (safety first, pro-
duction second) program. He wrote: “By now each
of you should know that safety and $-1 is our first
responsibility. Productivity and P-2 are second””

Executive Compensation

Blankenship was well compensated for running
Massey. As shown in Exhibit 1, his total compensa-
tion in 2009 was almost $18 million; this was up from
$11 million in 2008 and $9 million in 2007. Blan-
kenship's base salary in all three years was close to
$1 million. By far the greatest proportion of his total
pay came from a performance-based incentive system
established by Massey’s board of directors. In its fil-
ings with the SEC, the board described its philosophy
of compensation this way:’

We compensate our named executive officers in a man-
ner that is meant to attract and retain highly qualified
and gifted individuals and to appropriately incentivize
and motivate the named executive officers to achieve

continuous improvements in company-wide perfor-
f o 8
mance for the benefit of our stockholders.

Accordingly, the compensation committee of the
board established an incentive plan for Massey’s CEQ.,
(Similar plans were in place for other senior executives
as well.) The plan set specific performance measures
for “areas over which Mr. Blankenship was responsible
and positioned to directly influence outcome” These
areas, and the proportion of his incentive compensa-
tion based on them, are shown in Exhibit 2.

By one estimate, in the 10 years leading up to the
disaster Blankenship received a total of $129 million
in compensation from Massey” “I don’t care what
people think;” he once said during a talk to a gathering
of Republican Party leaders in West Virginia, speaking
of himself in the third person. “At the end of the day,





















