PIONEER NATURAL RESOURCES COMPANY
5205 North O'Connor Boulevard
Suite 200
Irving, Texas 75039

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To the Stockholders of Pioneer Natural Resources Company:
Notice is hereby given that the Annual Meeting of Stockholders of Pioneer Natural Resources Company

(the "Company") will be held in the Cottonwood Room at the Four Seasons Hotel, 4150 North MacArthur
Boulevard, Irving, Texas 75038, on Friday, May 16, 2008, at 9:00 a.m. Central Time (the "Annual Meeting").
The Annual Meeting is being held for the following purposes:

1. To elect four Class Il directors, each for a term of three years.

2. To ratify the selection of Ernst & Young LLP as the auditors of the Company for 2008.

3. To transact such other business as may properly come before the Annual Meeting.

These proposals are described in the accompanying proxy materials. You will be able to vote at the
Annual Meeting only if you were a stockholder of record at the close of business on March 19, 2008.

YOUR VOTE IS IMPORTANT
Please vote over the internet at www.continentalstock.com or by phone at 1-866-894-0537 promptly so

that your shares may be voted in accordance with your wishes and so we may have a quorum at the Annual
Meeting. Alternatively, you may request a paper proxy card, which you may complete, sign and return by mail.

By Order of the Board of Directors,

M ade H Kl

Mark H. Kleinman
Secretary

Irving, Texas
April 4, 2008






PIONEER NATURAL RESOURCES COMPANY
5205 North O'Connor Boulevard
Suite 200
Irving, Texas 75039

PROXY STATEMENT
2008 ANNUAL MEETING OF STOCKHOLDERS

The Board of Directors of the Company requests your Proxy for the Annual Meeting of Stockholders that
will be held Friday, May 16, 2008, at 9:00 a.m. Central Time, in the Cottonwood Room at the Four Seasons
Hotel, 4150 North MacArthur Boulevard, Irving, Texas 75038. By granting the Proxy, you authorize the
persons named on the Proxy to represent you and vote your shares at the Annual Meeting. Those persons
will also be authorized to vote your shares to adjourn the Annual Meeting from time to time and to vote your
shares at any adjournments or postponements of the Annual Meeting.

If you attend the Annual Meeting, you may vote in person. If you are not present at the Annual Meeting,
your shares may be voted only by a person to whom you have given a proper Proxy. You may revoke the
Proxy in writing at any time before it is exercised at the Annual Meeting by delivering to the Secretary of the
Company a written notice of the revocation, by submitting your vote electronically through the internet or by
phone after the grant of the Proxy, or by signing and delivering to the Secretary of the Company a Proxy with a
later date. Your attendance at the Annual Meeting will not revoke the Proxy unless you give written notice of
revocation to the Secretary of the Company before the Proxy is exercised or unless you vote your shares in
person at the Annual Meeting.

ELECTRONIC AVAILABILITY OF PROXY STATEMENT AND ANNUAL REPORT

As permitted under the new rules of the Securities and Exchange Commission's (the "SEC") regarding
the internet availability of proxy materials, the Company is making this Proxy Statement and its Annual Report
available to its stockholders electronically via the internet. The Company is sending on or about April 4, 2008,
a Notice Regarding the Availability of Proxy Materials (the "Notice") to its stockholders of record as of the close
of business on March 19, 2008, which Notice will include (i) instructions on how to access the Company's
proxy materials electronically, (ii) the date, time and location of the Annual Meeting, (iii) a description of the
matters intended to be acted upon at the Annual Meeting, (iv) a list of the materials being made available
electronically, (v) instructions on how a stockholder can request to receive paper or e-mail copies of the
Company's proxy materials, (vi) any control/identification numbers that a stockholder needs to access his or
her proxy card and instructions on how to access the proxy card, and (vii) information about attending the
Annual Meeting and voting in person.

Stockholders of Record and Beneficial Owners

Most of the Company's stockholders hold their shares through a broker, bank or other nominee rather
than directly in their own name. As summarized below, there are some distinctions between shares held of
record and those owned beneficially.

Stockholders of Record. If your shares are registered directly in your name with the Company's
transfer agent, you are considered the stockholder of record with respect to those shares, and the Notice is
being sent directly to you by our agent. As a stockholder of record, you have the right to vote by proxy or to
vote in person at the Annual Meeting.



Beneficial Owners. If your shares are held in a brokerage account or by a bank or other nominee, you
are considered the beneficial owner of shares held in "street name," and the Notice will be forwarded to you by
your broker or nominee. The broker or nominee is considered the stockholder of record with respect to those
shares. As the beneficial owner, you have the right to direct your broker how to vote. Beneficial owners that
receive the Notice by mail from the stockholder of record should follow the instructions included in the Notice
to view the proxy statement and transmit voting instructions.

QUORUM AND VOTING

Voting Stock. The Company's common stock, par value $.01 per share, is the only class of securities
that entitles holders to vote generally at meetings of the Company's stockholders. Each share of common
stock outstanding on the record date is entitled to one vote.

Record Date. The record date for stockholders entitled to notice of and to vote at the Annual Meeting
was the close of business on March 19, 2008. As of the record date, 119,477,243 shares of common stock
were outstanding and entitled to be voted at the Annual Meeting.

Quorum and Adjournments. The presence, in person or by Proxy, of the holders of a majority of the
outstanding shares entitled to vote at the Annual Meeting is necessary to constitute a quorum at the Annual
Meeting.

If a quorum is not present, the stockholders entitled to vote who are present in person or by Proxy at the
Annual Meeting have the power to adjourn the Annual Meeting from time to time, without notice other than an
announcement at the Annual Meeting, until a quorum is present. At any adjourned Annual Meeting at which a
quorum is present, any business may be transacted that might have been transacted at the Annual Meeting as
originally notified.

Vote Required. Directors will be elected by a plurality of the votes present and entitled to be voted at
the Annual Meeting. Ratification of the selection of the Company's auditors will require the affirmative vote of
the holders of a majority of the shares present and entitled to be voted at the Annual Meeting. An automated
system that the Company's transfer agent administers will tabulate the votes. Brokers who hold shares in
street name for customers are required to vote shares in accordance with instructions received from the
beneficial owners. Brokers are permitted to vote on discretionary items if they have not received instructions
from the beneficial owners, but they are not permitted to vote (a "broker non-vote") on non-discretionary items
absent instructions from the beneficial owner. Abstentions and broker non-votes will count in determining
whether a quorum is present at the Annual Meeting. Both abstentions and broker non-votes will not have any
effect on the outcome of voting on director elections. For purposes of voting on the ratification of the selection
of auditors, abstentions will be included in the number of shares voting and will have the effect of a vote
against the proposal, and broker non-votes will not be included in the number of shares voting and therefore
will have no effect on the outcome of the voting.

Default Voting. A Proxy that is properly completed and submitted will be voted at the Annual Meeting
in accordance with the instructions on the Proxy. If you properly complete and submit a Proxy, but do not
indicate any contrary voting instructions, your shares will be voted as follows:

e FOR the election of the four persons named in this Proxy Statement as the Board of Directors'
nominees for election as Class Il directors.

e FOR the ratification of the selection of Ernst & Young LLP as the Company's auditors for 2008.
If any other business properly comes before the stockholders for a vote at the meeting, your shares will be

voted in accordance with the discretion of the holders of the Proxy. The Board of Directors knows of no
matters, other than those previously stated, to be presented for consideration at the Annual Meeting.



PARTICIPANTS IN THE PIONEER NATURAL RESOURCES USA, INC. 401(k) AND MATCHING PLAN

Participants in the Pioneer Natural Resources USA, Inc. 401(k) and Matching Plan (the "401(k) Plan")
who have shares of common stock credited to their plan account as of the record date will have the right to
direct the 401(k) Plan trustee regarding how to vote those shares. The trustee will vote the shares in a
participant's 401(k) Plan account in accordance with the participant's instructions or, if no instructions are
received prior to May 13, 2008, the shares credited to that participant's account will be voted by the trustee in
the same proportion as it votes shares for which it did receive timely instructions. Information as to how
participants voted the shares credited to their 401(k) Plan account will not be disclosed to the Company.

If a participant holds common stock outside of the 401(k) Plan, the participant will need to vote such
shares separately.

ITEM ONE
ELECTION OF DIRECTORS

The Board of Directors has nominated the following individuals for election as Class Il Directors of the
Company with their terms to expire in 2011 when their successors are elected and qualified:

James R. Baroffio
Edison C. Buchanan
Scott D. Sheffield
Jim A. Watson

Messrs. Baroffio, Buchanan, Sheffield and Watson are currently serving as Directors of the Company.
Their biographical information is contained in the "Directors and Executive Officers" section below.

The Board of Directors has no reason to believe that any of its nominees will be unable or unwilling to
serve if elected. If a nominee becomes unable or unwilling to accept nomination or election, either the number
of the Company's directors will be reduced or the persons acting under the Proxy will vote for the election of a
substitute nominee that the Board of Directors recommends.

The Board of Directors unanimously recommends that stockholders vote FOR the election of
each of the nominees.



DIRECTORS AND EXECUTIVE OFFICERS

The executive officers of the Company are, and after the Annual Meeting, assuming the stockholders
elect the nominees of the Board of Directors as set forth in "ltem One - Election of Directors" above, the Board
of Directors of the Company will be:

Name Age Position

Scott D. Sheffield.................. 55 Chairman of the Board of Directors and Chief Executive
Officer

Timothy L. Dove ................... 51 President and Chief Operating Officer

Mark S. Berg ......cccoceeeeeeennn. 49 Executive Vice President, General Counsel

Chris J. Cheatwood............... 47 Executive Vice President, Geoscience

Richard P. Dealy .................. 42 Executive Vice President and Chief Financial Officer

William F. Hannes................. 48 Executive Vice President, Business Development

Danny L. Kellum.................. 53 Executive Vice President, Domestic Operations

David McManus.................... 54 Executive Vice President, International Operations

Jay P. Still .o 46 Executive Vice President, Domestic Operations

Darin G. Holderness............. 44 Vice President, Chief Accounting Officer

James R. Baroffio................. 76 Director

Edison C. Buchanan............. 53 Director

R. Hartwell Gardner.............. 73 Director

Linda K. Lawson................... 62 Director

Andrew D. Lundquist............ 47 Director

Charles E. Ramsey, Jr. ........ 71 Director

Frank A. Risch...................... 65 Director

Mark S. Sexton..................... 52 Director

Robert A. Solberg................. 62 Director

JimA. Watson ........cccc.......... 69 Director

The Company has classified its Board of Directors into three classes. Directors in each class are
elected to serve for three-year terms and until either they are reelected or their successors are elected and
qualified. Each year, the directors of one class stand for reelection as their terms of office expire. Messrs.
Gardner, Risch and Sexton, and Mrs. Lawson are designated as Class | Directors, and their terms of office
expire in 2010. Messrs. Baroffio, Buchanan, Sheffield and Watson are designated as Class Il Directors, and
their terms of office expire at the Annual Meeting. Messrs. Lundquist, Ramsey and Solberg are designated as
Class Il Directors, and their terms of office expire in 2009.

Executive officers serve at the discretion of the Board of Directors.

Set forth below is biographical information about each of the Company's executive officers and directors
named above.

Scott D. Sheffield. Mr. Sheffield, a distinguished graduate of The University of Texas with a Bachelor of
Science degree in Petroleum Engineering, has held the position of Chief Executive Officer since August 1997.
He was President of the Company from August 1997 to November 2004 and assumed the position of
Chairman of the Board of Directors in August 1999. He was the Chairman of the Board of Directors and Chief
Executive Officer of Parker & Parsley Petroleum Company, a predecessor of the Company ("Parker &
Parsley"), from October 1990 until the Company was formed in August 1997. Mr. Sheffield joined Parker &
Parsley Development Company ("PPDC"), a predecessor of Parker & Parsley, as a petroleum engineer in
1979. Mr. Sheffield served as Vice President - Engineering of PPDC from September 1981 until April 1985,
when he was elected President and a Director. In March 1989, Mr. Sheffield was elected Chairman of the
Board of Directors and Chief Executive Officer of PPDC. Before joining PPDC, Mr. Sheffield was employed as
a production and reservoir engineer for Amoco Production Company.

Timothy L. Dove. Mr. Dove was elected President and Chief Operating Officer in November 2004. Prior
to that, Mr. Dove held the positions of Executive Vice President and Chief Financial Officer from February
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2000 to November 2004 and Executive Vice President - Business Development from August 1997 to January
2000. Mr. Dove joined Parker & Parsley in May 1994 as Vice President - International and was promoted to
Senior Vice President - Business Development in October 1996, in which position he served until August
1997. Before joining Parker & Parsley, Mr. Dove was employed with Diamond Shamrock Corp., and its
successor, Maxus Energy Corp., in various capacities in international exploration and production, marketing,
refining, and planning and development. Mr. Dove earned a Bachelor of Science degree in Mechanical
Engineering from Massachusetts Institute of Technology in 1979 and received his Master of Business
Administration in 1981 from the University of Chicago.

Mark S. Berg. Mr. Berg was elected Executive Vice President and General Counsel in April 2005. Prior
to that, Mr. Berg served as Executive Vice President, General Counsel and Secretary of American General
Corporation, a Fortune 200 diversified financial services company, from 1997 through 2002. Subsequent to the
sale of American General to American International Group, Inc., Mr. Berg joined Hanover Compressor
Company as Senior Vice President, General Counsel and Secretary. He served in that capacity from May
2002 through April 2004. Mr. Berg began his career in 1983 with the Houston-based law firm of Vinson &
Elkins L.L.P. He was a partner with the firm from 1990 through 1997. Mr. Berg graduated Magna Cum Laude
and Phi Beta Kappa with a Bachelor of Arts degree from Tulane University in 1980. He earned his Juris
Doctorate with honors from the University of Texas Law School in 1983.

Chris J. Cheatwood. Mr. Cheatwood was elected Executive Vice President, Geoscience in November of
2007. From January 2002 until November 2007, Mr. Cheatwood served the Company as Executive Vice
President - Worldwide Exploration. Mr. Cheatwood joined the Company in August 1997 and was promoted to
Vice President - Domestic Exploration in July 1998 and Senior Vice President - Exploration in December 2000.
Before joining the Company, Mr. Cheatwood spent ten years with Exxon Corporation. Mr. Cheatwood is a
graduate of the University of Oklahoma with a Bachelor of Science degree in Geology and earned his Master
of Science degree in Geology from the University of Tulsa.

Richard P. Dealy. Mr. Dealy was elected Executive Vice President and Chief Financial Officer in
November 2004. Prior to that time, Mr. Dealy held positions of Vice President and Chief Accounting Officer
from February 1998 and Vice President and Controller from August 1997 to January 1998. Mr. Dealy joined
Parker & Parsley in July 1992 and was promoted to Vice President and Controller in 1995, in which position he
served until August 1997. He is a Certified Public Accountant, and prior to joining Parker & Parsley, he was
employed by KPMG LLP. Mr. Dealy graduated with honors from Eastern New Mexico University with a
Bachelor of Business Administration degree in Accounting and Finance.

William F. Hannes. Mr. Hannes was elected Executive Vice President - Business Development in
December 2007. Prior to that time, Mr. Hannes served the Company as Executive Vice President - Worldwide
Business Development from November 2005. Mr. Hannes joined Parker & Parsley in July 1997 as Director of
Business Development, and continued to serve the Company in this capacity after the Company's formation in
August 1997 until he was promoted to Vice President — Engineering and Development in June 2001, which
position he held until November 2005. Prior to joining Parker & Parsley, Mr. Hannes held engineering
positions with Mobil and Superior Oil. He graduated from Texas A&M University in 1981 with a Bachelor of
Science degree in Petroleum Engineering.

Danny L. Kellum. Mr. Kellum, who received a Bachelor of Science degree in Petroleum Engineering
from Texas Tech University in 1979, was elected Executive Vice President - Domestic Operations in May
2000. From January 2000 until May 2000, Mr. Kellum served as Vice President - Domestic Operations. Mr.
Kellum served as Vice President - Permian Division from August 1997 until December 1999. From 1989 until
1994 he served as Spraberry District Manager and as Vice President of the Spraberry and Permian Division
for Parker & Parsley until August 1997. Mr. Kellum joined Parker & Parsley as an operations engineer in 1981
after a brief career with Mobil Oil Corporation.

David McManus. Mr. McManus was elected Executive Vice President, International Operations in
November 2007. In January 2005, Mr. McManus joined the Company as Vice President, International



Operations and continued to serve in that capacity until November 2007. Prior to joining the Company, Mr.
McManus was Executive Vice President with the BG Group where he was responsible for developing technical
and commercial capabilities and directing assets in the Eastern Hemisphere from April 2000 to October 2004.
He also served as President of ARCO Europe from June 1994 to April 2000. Prior to that, Mr. McManus held
senior positions with LASMO, Ultramar, Shell and Fluor. Since 2004, Mr. McManus has also served on the
Board of Directors for Cape PLC as the Chairman and a member of the Compensation Committee. Mr.
McManus graduated from Heriott-Watt University in Edinburgh, Scotland, with a degree in civil engineering.

Jay P. Still. Mr. Still was elected Executive Vice President - Domestic Operations in November 2007.
Prior to that time, Mr. Still held the positions of Executive Vice President, Western Division from November
2005, Vice President, Western Division from September 2004 to November 2005, Vice President, Gulf of
Mexico from July 2001 to September 2004 and Vice President of Operations for a former subsidiary of the
Company located in Argentina from November 1997 to July 2001. Mr. Still joined Parker & Parsley in January
1995 as Director of Engineering Development and continued to serve the Company in this capacity after the
Company's formation in August 1997. Prior to joining Parker & Parsley, Mr. Still spent ten years with Mobil in
various drilling, operations and reservoir engineering assignments focusing on the Gulf of Mexico before
moving into international business development activities. Mr. Still earned his Masters in Business
Administration at Loyola University and a Bachelor of Science in Mechanical Engineering from Texas A&M
University.

Darin G. Holderness. Mr. Holderness graduated with a Bachelor of Business Administration in
Accounting from Boise State University in 1986. In December 2004, he was elected Vice President and Chief
Accounting Officer of the Company. He previously served as Chief Financial Officer and various other
positions of Basic Energy Services from March 2004 to November 2004. Earlier in his career, he served as
Vice President — Controller and various other positions with Pure Resources, Inc. and predecessor entities
from January 1998 to February 2004. From January 1996 to December 1997, he served as Manager of
Financial Reporting for Aquila Gas Pipeline Corporation. From June 1986 to December 1995 he was
employed by KPMG LLP as a Senior Manager and various other positions.

James R. Baroffio. Dr. Baroffio received a Bachelor of Arts degree in Geology at the College of
Wooster, Ohio, a Master of Science in Geology at Ohio State University, and a Ph.D. in Geology and Civil
Engineering at the University of lllinois. Before becoming a Director of the Company in December 1997, Dr.
Baroffio enjoyed a long career with Chevron Oil Corporation where he served as President, Chevron Research
and Technology Center and Vice President of Exploration of Chevron USA and eventually retired as President
of Chevron Canada Resources in 1994. Dr. Baroffio was Chairman of the U.S. National Committee of the
World Petroleum Congress and is a Trustee Associate of the AAPG Foundation. His community leadership
positions included Chairman of the Pacific Symphony of California and a Director of the Nature Conservancy
of Canada, as well as serving as President of the Alberta Nature Conservancy.

Edison C. Buchanan. Mr. Buchanan received a Bachelor of Science degree in Civil Engineering from
Tulane University in 1977 and a Master of Business Administration in Finance and International Business from
Columbia University Graduate School of Business in 1981. From 1981 to 1997, Mr. Buchanan was a
Managing Director of various groups in the Investment Banking Division of Dean Witter Reynolds in their New
York and Dallas offices. In 1997, Mr. Buchanan joined Morgan Stanley Dean Witter as a Managing Director in
the Real Estate Investment Banking group. In 2000, Mr. Buchanan became Managing Director and head of
the domestic Real Estate Investment Banking Group of Credit Suisse First Boston. In 2001, Mr. Buchanan
began working for The Trust for Public Land, a land conservation organization, in Santa Fe, New Mexico. Mr.
Buchanan became a Director of the Company in 2002. Since 2004, Mr. Buchanan has also served on the
Board of Directors of MFA Mortgage Investments, Inc.

R. Hartwell Gardner. Mr. Gardner became a Director of the Company in August 1997. He served as a
Director of Parker & Parsley from November 1995 until August 1997. Mr. Gardner graduated from Colgate
University with a Bachelor of Arts degree in Economics and then earned a Master of Business Administration
from Harvard University. Until October 1995, Mr. Gardner was the Treasurer of Mobil Oil Corporation and



Mobil Corporation from 1974 and 1976, respectively. Mr. Gardner is a member of Financial Executives
International where he served as Chairman in 1986 and 1987 and is a Director and Chairman of the
Investment Committee of Oil Investment Corporation Ltd. and Oil Casualty Investment Corporation Ltd. in
Hamilton, Bermuda.

Linda K. Lawson. Mrs. Lawson holds a Bachelor of Science degree in Accounting from the University of
Denver. Mrs. Lawson was employed by business units of The Williams Companies, as well as the parent
organization from 1980 to her retirement in 2001. During her tenure she served in a variety of capacities
including accounting and finance positions of the parent, and Controller of a Federal Energy Regulatory
Commission regulated energy business unit, Vice President of Investor Relations, Vice President of Human
Resources, and as Chief Operating Officer of several telecommunication start-up businesses. She is a
Certified Public Accountant. She serves on the Academic Excellence Committee for the School of
Accountancy at the University of Denver, where she is also an adjunct instructor, and she serves on several
outdoor recreational non-profit Denver organizations and is a board member of the Center for Corporate
Excellence, a non-profit organization engaged in the pursuit and improvement of corporate ethics and
governance. Mrs. Lawson became a Director of the Company in 2002.

Andrew D. Lundquist. Mr. Lundquist received a Bachelor of Science degree from the University of
Alaska and a Juris Doctorate from Catholic University Columbus School of Law. He joined the Company's
Board of Directors in September 2004, in accordance with the terms of the Company's merger with Evergreen
Resources, Inc. after having served as an independent director on the Board of Directors of Evergreen
Resources, Inc. since November 2002. During 2001, Mr. Lundquist served as the Director of The White
House National Energy Policy Development Group, which directed the cabinet-level task force created by the
President and headed by the Vice President that produced the President's National Energy Policy. At that
same time, he also served as Senior Advisor to the President and Vice President on energy issues. Mr.
Lundquist was the Majority Staff Director of the U.S. Senate Energy and Natural Resources Committee from
1998 to 2001. Since March 2002, Mr. Lundquist has served as the Managing Partner of BlueWater Strategies
LLC, a Washington, D.C.-based consulting firm that provides analytic and strategic advice to senior executives
of corporations. Mr. Lundquist also serves as Director of Coeur d'Alene Mines Corporation, a company
engaged in the operation, ownership, development and exploration of silver and gold mining property.

Charles E. Ramsey, Jr. Mr. Ramsey is a graduate of the Colorado School of Mines with a Petroleum
Engineering degree and a graduate of the Smaller Company Management program at the Harvard Graduate
School of Business Administration. Mr. Ramsey has served as a Director of the Company since August 1997.
Mr. Ramsey served as a Director of Parker & Parsley from October 1991 until August 1997. Since October
1991, he has operated an independent management and financial consulting firm. From June 1958 until June
1986, Mr. Ramsey held various engineering and management positions in the oil and gas industry and, for six
years before October 1991, was a Senior Vice President in the Corporate Finance Department of Dean Witter
Reynolds Inc. in its Dallas, Texas office. His industry experience includes 12 years of senior management
experience with May Petroleum Inc. in the positions of President, Chief Executive Officer and Executive Vice
President. Mr. Ramsey is also a former director of MBank Dallas, the Dallas Petroleum Club and Lear
Petroleum Corporation.

Frank A. Risch. Mr. Risch received a Bachelor of Science degree in business administration in 1964
from Pennsylvania State University and a Master of Science degree in industrial administration in 1966 from
Carnegie Mellon University. Mr. Risch joined Exxon Corporation in 1966 as a financial analyst in New York
and subsequently held various positions in finance, planning, marketing and general management with Exxon
and its operating affiliates in the U.S. and abroad for nearly 38 years. Mr. Risch retired in 2004 as Vice
President and Treasurer (and Principal Financial Officer) of Exxon Mobil Corporation. He was appointed to
the Company's Board of Directors in August 2005. He is a member of the Business Board of Advisors of the
Tepper School of Business at Carnegie Mellon University. He is active in civic and community organizations,
serving as Executive Vice President (Chairman-Elect) of the Dallas Theater Center and as a member of the
Boards of the Communities Foundation of Texas, the Dallas Center for the Performing Arts and Dallas CASA



(Court Appointed Special Advocates). He is a member of the Financial Executives International, the World
Affairs Council of Greater Dallas and the Dallas Committee on Foreign Relations.

Mark S. Sexton. Mr. Sexton graduated from Stanford University in 1978 with a Bachelor of Science
degree in mechanical engineering and was registered as a professional engineer in Colorado. He joined the
Company's Board of Directors in September 2004, in accordance with the terms of the Company's merger with
Evergreen Resources, Inc. Mr. Sexton was employed in various technical, financial and management
positions with Amoco Production Company, Norwest Bank and energy companies specifically targeting coal
bed methane development until he joined Evergreen Resources, Inc. in 1989 where he initially managed its
daily operating activities. Before Evergreen Resources, Inc. merged with the Company in September 2004,
Mr. Sexton served as a director from March 1995, its President and its Chief Executive Officer from June 1995
and Chairman of the Board of Directors from 1999. Following the merger, Mr. Sexton was the Chairman and
Chief Executive Officer of Evergreen Energy Inc. (formerly known as KFx, Inc. and not affiliated with his
previous employer, Evergreen Resources, Inc.) until April 2007. Mr. Sexton has formerly been president of the
Colorado Oil & Gas Association, a board member of the Independent Petroleum Association of America, an
executive committee member of the Independent Petroleum Association of Mountain States and a member of
the Society of Petroleum Engineers.

Robert A. Solberg. Mr. Solberg earned a Bachelor of Science in Civil Engineering from the University of
North Dakota in 1969, and is a licensed Petroleum Engineer. Mr. Solberg spent over three decades working
for Texaco Inc. throughout the world. He served his last ten years as a Corporate Vice President with several
management roles including President of International Exploration and Production and President of Upstream
Commercial Development. He elected to retire in 2002 and joined the Company's Board of Directors in 2002.
He continues to live in Houston, Texas with a focus on investment management and business consultation.
Mr. Solberg serves as an outside Director and non-executive Chairman of JDR Cable Systems, Ltd., a
privately owned British company. Since December 2005, Mr. Solberg has served as Chairman of the Board of
Directors for Scorpion Offshore Ltd, a Bermuda based corporation that owns and operates offshore drilling
rigs. He also enjoys a history of civic leadership and serves on the University of North Dakota Alumni
Association Board with a director role on their investment committee.

Jim A. Watson. Mr. Watson became a Director of the Company in September 2004. He earned a
Bachelor of Arts degree from the University of Texas in 1962 and graduated, with honors, from The University
of Texas School of Law in 1964. Mr. Watson has served as Senior Counsel for the law firm of Carrington,
Coleman, Sloman, & Blumenthal, L.L.P. in Dallas, Texas since June 2003. Before then, he was a partner at
the law firm of Vinson & Elkins L.L.P. in Dallas, Texas. From 1987 to 1995, he held the position of Adjunct
Professor at The University of Texas School of Law and from 2000 to 2004, Mr. Watson was Chairman of the
Advisory Board of the Clement Center for Southwestern Studies at Southern Methodist University. Since
1989, Mr. Watson has been included in The Best Lawyers in America.



MEETINGS AND COMMITTEES OF DIRECTORS

The Board of Directors of the Company held seventeen meetings during 2007, and its independent
directors met in executive session four times during 2007. During 2007, each of the directors attended at least
75 percent of the aggregate of the total number of meetings of the Board of Directors and the total number of
meetings of all committees of the Board of Directors on which that director served, other than Mr. Sexton who
attended 65 percent. Mr. Sexton attended all of the regular in-person meetings of the Board of Directors;
however, in 2007, many of the meetings of the Board of Directors were telephonic meetings scheduled on
relatively short notice and conflicted with Mr. Sexton's previous commitments.

The Board of Directors has three standing committees: the Audit Committee, the Compensation and
Management Development Committee and the Nominating and Corporate Governance Committee.

Audit Committee. Information regarding the functions performed by the Audit Committee and its
membership is set forth in the "Audit Committee Report" included herein and also the "Audit Committee
Charter" that is posted on the Company's website at www.pxd.com. The members of the Audit Committee are
Messrs. Gardner (Chairman), Risch, Solberg and Watson, and Mrs. Lawson. The Audit Committee held
twelve meetings during 2007.

Compensation and Management Development Committee. Responsibilities of the Compensation
and Management Development Committee (the "Compensation Committee"), which are discussed in detail in
its charter that is posted on the Company's website at www.pxd.com, include among other duties, the
responsibility to:

o periodically review the compensation, employee benefit plans and fringe benefits paid to, or
provided for, executive officers of the Company,

o approve the annual salaries, bonuses and share-based awards paid to the Company's executive
officers,

o periodically review and recommend to the full Board of Directors total compensation for each non-
employee director for services as a member of the Board of Directors and its committees,

o administer the Company's equity plans, and

o oversee the Company's succession planning.

The Compensation Committee is delegated all authority of the Board of Directors as may be required or
advisable to fulfill the purposes of the Compensation Committee. The Compensation Committee may form and
delegate some or all of its authority to subcommittees when it deems appropriate. Meetings may, at the
discretion of the Compensation Committee, include members of the Company's management, other members
of the Board of Directors, consultants or advisors, and such other persons as the Compensation Committee or
its chairperson may determine.

The Vice President, Administration and Risk Management of the Company, or such other officer as may
from time to time be designated by the Compensation Committee, acts as the management liaison to the
Compensation Committee and works with the Compensation Committee chairperson to prepare an agenda for
regularly scheduled meetings. The Compensation Committee chairperson makes the final decision regarding
the agenda for regularly scheduled meetings and develops the agenda for special meetings based on the
information supplied by the persons requesting the special meeting. The Company's Chief Executive Officer
(the "CEO") makes recommendations to the Compensation Committee regarding the compensation of other
executive officers and provides information to the Compensation Committee regarding the executive officers'
performance; however, the Compensation Committee makes all final decisions regarding the executive
officers' compensation.

The Compensation Committee has the sole authority to retain, amend the engagement with, and
terminate any compensation consultant to be used to assist in the evaluation of director, CEO or executive
officer compensation. The Compensation Committee has sole authority to approve the consultant's fees and
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other retention terms and has authority to cause the Company to pay the fees and expenses of such
consultants. During 2007, the Compensation Committee engaged the services of Hewitt Associates ("Hewitt").
Among the services Hewitt was asked to perform were apprising the Compensation Committee of
compensation-related trends, developments in the marketplace and industry best practices; informing the
Compensation Committee of compensation-related regulatory developments; providing peer group survey
data to establish compensation ranges for the various elements of compensation; providing an evaluation of
the competitiveness of the Company's executive compensation and benefits programs; assessing the
relationship between executive pay and performance; and advising on the design of the Company's incentive
compensation programs, including metric selection and target setting and the design of the Company's
performance unit award program.

The members of the Compensation Committee are Messrs. Buchanan (Chairman), Baroffio, Lundquist
and Ramsey. The Compensation Committee held seven meetings during 2007.

Nominating and Corporate Governance Committee. The Nominating and Corporate Governance
Committee assists the Board of Directors in evaluating potential new members of the Board of Directors,
recommending committee members and structure, and advising the Board of Directors about corporate
governance practices. Additional information regarding the functions performed by the Nominating and
Corporate Governance Committee is set forth in the "Corporate Governance" section included herein and also
in the "Nominating and Corporate Governance Committee Charter" that is posted on the Company's website at
www.pxd.com. The members of the Nominating and Corporate Governance Committee include all non-
employee directors. The Nominating and Corporate Governance Committee held three meetings during 2007.
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ITEM TWO
RATIFICATION OF SELECTION OF INDEPENDENT AUDITORS

The Audit Committee of the Board of Directors has selected Ernst & Young LLP as the independent
auditors of the Company for 2008. Ernst & Young LLP has audited the Company's consolidated financial
statements since 1998. The 2007 audit of the Company's annual consolidated financial statements and
effectiveness of internal control over financial reporting was completed on February 19, 2008.

The Board of Directors is submitting the selection of Ernst & Young LLP for ratification at the Annual
Meeting. The submission of this matter for approval by stockholders is not legally required, but the Board of
Directors and the Audit Committee believe the submission provides an opportunity for stockholders through
their vote to communicate with the Board of Directors and the Audit Committee about an important aspect of
corporate governance. If the stockholders do not ratify the selection of Ernst & Young LLP, the Audit
Committee will reconsider the selection of that firm as the Company's auditors.

The Audit Committee has the sole authority and responsibility to retain, evaluate and replace the
Company's auditors. The stockholders' ratification of the appointment of Ernst & Young LLP does not limit the
authority of the Audit Committee to change auditors at any time.

Audit Fees. The aggregate fees of Ernst & Young LLP for professional services rendered for the audits
of the Company's annual consolidated financial statements included in its Annual Report on Form 10-K, audit
of the Company's internal control over financial reporting, reviews of the Company's quarterly financial
statements included in its Quarterly Reports on Form 10-Q, and services in connection with the Company's
other filings with the SEC, including review and preparation of registration statements, comfort letters,
consents and research necessary to comply with generally accepted auditing standards for the years ended
December 31, 2007 and 2006 were $1,826,000 and $1,876,000, respectively.

Audit-Related Fees. The aggregate fees of Ernst & Young LLP for audit-related services provided to
the Company totaled $836,000 and $113,000 during each of the years ended December 31, 2007 and 2006,
respectively. Audit-related services were comprised of audits of carve out financial statements included in
registration statements, audits of the Company's 401(k) Plan and certain affiliated partnerships and
subsidiaries, and related out-of-pocket expenses.

Tax Services Fees. The aggregate fees of Ernst & Young LLP for tax services provided to the
Company totaled $75,000 and $101,000 during the years ended December 31, 2007 and 2006, respectively.
Tax services were primarily comprised of tax return preparation and review services for expatriates and the
Company's international subsidiaries and consultation on various tax issues.

Other Fees. The aggregate fees of Ernst & Young LLP for other services provided to the Company
during the years ended December 31, 2007 and 2006 totaled $7,000 and $6,000, respectively. The other
services were comprised of access to Ernst & Young LLP's on-line research services.

The Charter of the Company's Audit Committee requires that the Audit Committee review and pre-
approve the plan and scope of Ernst & Young LLP's audit, audit-related, tax and other services. During 2007,
the Audit Committee pre-approved 100 percent of the services described above under the captions "Audit
Fees", "Audit-Related Fees," "Tax Services Fees" and "Other Fees."

The Company expects that representatives of Ernst & Young LLP will be present at the Annual Meeting
to respond to appropriate questions and to make a statement if they desire to do so.

The Board of Directors unanimously recommends that stockholders vote FOR ratification of the
selection of Ernst & Young LLP as the auditors of the Company for 2008.
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Compensation of Directors

COMPENSATION

2007 DIRECTOR COMPENSATION TABLE

The table below summarizes the compensation paid by the Company to non-employee directors during

2007:
Name Fees Earned or Stock Awards (2), (3), All Other Total
Paid in Cash (1) (4) and (5) Compensation (6)

($) ($) ($) ($)

(a) (b) (c) (9) (h)
James R. Baroffio $ 67,500 $ 80,000 $ - $ 147,500
Edison C. Buchanan $ - $ 142,528 $ 1,568 $ 144,096
R. Hartwell Gardner $ - $ 155,009 $ 582 $ 155,591
Linda K. Lawson $ 67,500 $ 80,000 $ - $ 147,500
Andrew D. Lundquist $ 60,000 $ 80,016 $ - $ 140,016
Charles E. Ramsey, Jr. $ 50,000 $ 105,000 $ - $ 155,000
Frank A. Risch $ 67,500 $ 121,687 $ 76 $ 189,263
Mark S. Sexton $ 60,000 $ 80,000 $ - $ 140,000
Robert A. Solberg $ - $ 147,500 $ 219 $ 147,719
Jim A. Watson $ 67,500 $ 111,250 $ - $ 178,750

O

)

©)

4)

®)
6)

Amounts represent fees earned or paid in cash for services as a director during 2007, including the cash portion of the annual
base retainer fee and committee chairmanship or membership fees incurred in connection with service on the Board or any
committee of the Board.

Stock awards represent the dollar amount of compensation expense attributable to restricted stock unit awards recognized by the
Company for financial statement reporting purposes for the year ended December 31, 2007, determined in accordance with the
provisions of Financial Accounting Standards Board Statement of Financial Accounting Standards No. 123(R), "Share-Based
Payment" ("SFAS 123(R)"). The Company valued its restricted stock unit awards based on the market-quoted closing price of
the Company's common stock on the last business day prior to the grant date of the awards. Additional detail regarding the
Company's share-based awards is included in Note H of Notes to Consolidated Financial Statements included in "ltem 8.
Financial Statements and Supplementary Data" in the Company's Annual Report on Form 10-K for the year ended December 31,
2007.

The grant-date fair values of stock awards granted to directors during 2007 computed in accordance with SFAS 123(R) were as
follows: (i) for Messrs. Baroffio, Lundquist, Ramsey, Risch, Sexton and Watson and Mrs. Lawson, $79,959; (i) for Mr. Buchanan,
$142,424; (iii) for Mr. Gardner, $154,927; and (iv) for Mr. Solberg, $147,415.

Aggregate director stock awards for which restrictions had not lapsed as of December 31, 2007, totaled (i) 1,650 shares for
Messrs. Baroffio, Lundquist, Ramsey, Sexton and Watson and Mrs. Lawson; (ii) 2,939 shares for Mr. Buchanan; (iii) 3,197 shares
for Mr. Gardner; (iv) 2,668 shares for Mr. Risch; and (v) 2,346 shares for Mr. Solberg. In accordance with director elections,
shares for which vesting services had been performed but for which share issuance has been deferred totaled (i) 6,306 shares
for Mr. Buchanan; (ii) 6,929 shares for Mr. Gardner; and (iii) 4,779 shares for Mr. Lundquist as of December 31, 2007.

No options to purchase the Company's common stock remained unexercised by directors as of December 31, 2007.

All other compensation includes travel and entertainment costs of directors' spouses.

The Board of Directors believes providing competitive compensation is necessary to attract and retain

qualified non-employee directors. The Board of Directors believes that the compensation package should
require a significant portion of the total compensation package to be equity-based to align the interests of the
directors and the Company's stockholders, but should also allow each director the flexibility to choose to
receive a portion of the director's compensation in cash.
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The elements of compensation for the Company's non-employee directors for the 2007-2008 director
year, which runs from the annual meeting of 2007 to the annual meeting of 2008, are as follows:

o Each non-employee director receives an annual base retainer fee of $50,000 and an annual fee
of $10,000 for service on one or more committees.
. Each non-employee director receives an annual equity award of $80,000 in restricted stock units,

which vests one year following the date of the award.

Audit Committee members receive an additional $7,500 annual fee.

The geosciences specialist on the Board of Directors receives an additional $7,500 annual fee.
The lead director receives an additional $15,000 annual fee.

The chairman of the Audit Committee receives an additional $7,500 annual fee.

The chairman of the Compensation Committee receives an additional $2,500 annual fee.

Beginning with the 2008-2009 director year, the Board of Directors approved an increase in the annual
equity award from $80,000 in restricted stock units to $120,000 in restricted stock units.

Additionally, each non-employee director is provided information technology support by the Company
and is also reimbursed for travel expenses to attend meetings of the Board of Directors or its committees,
travel and entertainment expenses for each director's spouse who is invited to accompany directors to
meetings of the Board of Directors, director education, seminars and trade publications. No additional fees are
paid for attendance at Board of Directors or committee meetings. The Company's CEO does not receive
additional compensation for serving on the Board of Directors.

Under this compensation program, non-employee directors are eligible to receive their fees in the form
of stock options, stock appreciation rights, restricted stock, restricted stock units or performance units. The
Company can use these awards instead of cash to pay its non-employee directors all or part of their annual
fees. The Board of Directors determines the form (or combination of forms) of compensation each year, based
on the economic and other circumstances at the time of award and based on its view of which awards will best
align the interests of the stockholders and the Board of Directors. For the 2007-2008 director year, the
non-employee directors could choose to be compensated for their annual directors' fees in (i) 100 percent
cash, (ii) 100 percent restricted stock units ("RSU") or (iii) a 50/50 combination thereof. The restricted stock
units received in payment of annual directors' fees vest quarterly on a pro rata basis during the director year.
The price used to calculate the number of restricted stock units granted with respect to both the annual equity
award and any fees that a director chooses to receive in restricted stock units is based on the closing stock
price on the day prior to the Company's annual meeting of stockholders.

Each non-employee director, upon commencement of initial service as a director, receives $150,000 in
restricted stock units. Directors who served on the board of directors of a company that was acquired or
merged into the Company and joined the Company's Board of Directors as a result of the acquisition or merger
are not eligible for this award. The price used to calculate the number of restricted stock units granted is
based on the closing stock price on the day prior to the day the director is elected to serve on the Board of
Directors. The shares granted are subject to vesting and transfer restrictions that lapse with respect to
one-third of the shares each year following the grant over a three-year period. Retirement before the third
anniversary of the grant results in pro rata vesting based on the number of quarterly meetings remaining in the
three-year vesting period.

The vesting of ownership and the lapse of transfer restrictions on restricted stock units to non-employee
directors is accelerated in the event of the death or disability of the director or a change in control of the
Company.

To support the Company's commitment to significant stock ownership, the Company has established an
ownership guideline that non-employee directors own stock with a value equal to at least five times each
director's annual base retainer fee. The non-employee directors have three years after joining the Board of
Directors to meet this guideline. All non-employee directors are in compliance with this ownership guideline.
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Compensation of Executive Officers
COMPENSATION DISCUSSION AND ANALYSIS

Overview

The purpose of this Compensation Discussion and Analysis is to communicate the Company's
compensation program for the named executive officers listed on the "Summary Compensation Table" that
follows this discussion (the "NEOs") and explain how the program is implemented by the Company and the
Compensation Committee.
Compensation Principles

The Company's executive compensation program has been designed to provide a total compensation

package that allows the Company to attract, retain and motivate executives necessary to capably manage the
Company's business. This program is guided by several key principles:

o To provide an appropriate mix of fixed and variable pay components to establish a "pay-for-
performance" oriented compensation program;

o To create compensation programs that align the interests of the Company's executives with those
of the Company's stockholders;

o To provide total compensation opportunities at levels that are competitive for comparable
positions at companies with whom the Company competes for talent;

o To provide financial incentives to the Company's executives to achieve key financial and
operational objectives set by the Board of Directors;

. To be fair to the executives, the Company and its stockholders; and

o To recognize an executive's commitment and dedication in the performance of the job and to

support the Company's culture.
Establishing the Executive Compensation Program

Guided by the compensation principles listed above, the Compensation Committee also considers the
following factors when making compensation decisions for the NEOs:

Historical compensation levels;

Competitive pay practices at companies in the Company's peer group;

Industry conditions;

Corporate performance as compared to internal goals and to the peer group;

Internal pay equity among the Company's executives; and

The overall effectiveness of the Company's compensation program in achieving desired results.

The Compensation Committee views the executives below the level of the CEO and Chief Operating
Officer as a team with diverse duties, but with similar authority and responsibility. This team approach is
factored into determining pay decisions for this group of executives.

The Compensation Committee does not assign any particular weighting to the factors described above
when making compensation decisions for the NEOs.

Role of the Compensation and Management Development Committee. As a part of its oversight of
the Company's executive compensation program, the Compensation Committee:

o Administers the Company's executive compensation program;
o Establishes the Company's overall compensation philosophy and strategy; and
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o Ensures the NEOs are rewarded appropriately in light of the guiding principles as described in the
sections above.

In discharging its duties, the Compensation Committee:

o Approves specific annual corporate goals and objectives relative to Mr. Sheffield's compensation;
o Reviews Mr. Sheffield's performance in meeting these corporate goals and objectives; and
o Determines the individual elements of Mr. Sheffield's total compensation and benefits.

Prior to finalizing compensation for Mr. Sheffield, the Compensation Committee reviews its intentions
with the other independent directors of the Company and receives their input.

Mr. Sheffield makes recommendations to the Compensation Committee regarding the compensation of
the other NEOs, and provides information to the Compensation Committee regarding their performance;
however, the Compensation Committee makes all final decisions regarding the NEOs' compensation.

The Compensation Committee utilizes tally sheets to review each NEQO's total compensation and
potential payouts in the event of a change in control and for various terminating events to determine if the
compensation plan design is meeting the Compensation Committee's objectives.

A further description of the duties and responsibilities of the Compensation Committee can be found in
"Meetings and Committees of Directors - Compensation and Management Development Committee."

Role of Executive Officers. The Company's Administration and Human Resources Departments assist
the Compensation Committee and the Compensation Committee's compensation consultant in gathering the
information needed for their respective reviews of the Company's executive compensation program. This
assistance includes assembling requested compensation data for the NEOs. As referenced in the section
above, the CEO develops pay recommendations for the other NEOs for approval by the Compensation
Committee. The Compensation Committee, in executive session and without executive officers present,
approves the CEQO's pay levels. The CEO does not make recommendations to the Compensation Committee
on his own pay levels.

Role of the Compensation Consultant. The Compensation Committee has retained Hewitt as an
outside advisor to provide information and objective advice regarding executive compensation. The
Compensation Committee did not direct Hewitt to perform the above services in any particular manner or
under any particular method. All of the decisions with respect to the Company's executive compensation,
however, are made by the Compensation Committee alone. The Compensation Committee has the final
authority to hire and terminate the compensation consultant, and the Compensation Committee evaluates the
compensation consultant annually.

Hewitt may, from time to time, contact the Company's executive officers for information necessary to
fulfill its assignment and may make reports and presentations to and on behalf of the Compensation
Committee that the Company's executive officers also receive.

Benchmarking. In conjunction with its independent consultant, the Compensation Committee annually
benchmarks the competitiveness of its compensation programs to determine how well actual compensation
levels compare to the overall philosophy and external market. Each year a peer group is established
consisting of independent oil and gas exploration companies having similar asset, revenue and capital
investment profiles as the Company. The Compensation Committee believes these metrics are appropriate for
determining peers because they provide a reasonable point of reference for comparing similar positions and
scope of responsibility. The Compensation Committee's objective is to construct a peer group with roughly
equal numbers of companies that are larger than and smaller than the Company.
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For 2007, the Compensation Committee approved a peer group of the eleven companies listed below:

Apache Corporation
Chesapeake Energy Corporation
Cimarex Energy Co.

EOG Resources, Inc.

Newfield Exploration Company
Noble Energy, Inc.

Plains Exploration and Production Company
Pogo Producing Company
Quicksilver Resources Inc.
Range Resources Corporation
XTO Energy Inc.

In order to increase the number of market reference points for positions which lacked sufficient matches
within the peer group, the Company also reviewed compensation levels for the four additional companies
listed below:

Cabot Oil & Gas Co.

Devon Energy Corporation
Marathon Oil Corporation
Southwestern Energy Company

The Company's benchmarking consists of all components of direct compensation, including base salary,
annual incentive bonus and long-term incentives. Information gathered from the proxy statements of the peer
group and Hewitt's proprietary databases for the named companies in the peer group, are reviewed as a part
of the benchmarking effort. The Compensation Committee reviews the peer group each year and makes
changes as needed. The peer group used in 2007 was the same group used in 2006, except that Apache
Corporation was added to replace Kerr-McGee Corporation, which had been acquired. After the
establishment of the 2007 peer group, Pogo Producing Company was acquired, and, for the 2008 peer group,
has been replaced by Forest Oil Corporation.

Elements of the Company's Compensation Program

Components of Compensation. There are four main components of the Company's executive
compensation program:

o Base salary;

. Annual cash incentives;

o Long-term equity incentives, including a combination of restricted stock grants and performance
based restricted stock unit grants; and

o Other compensation, including perquisites and retirement benefits.

The Compensation Committee considers each of these components within the context of a total rewards
framework. The proportion of compensation allocated, or targeted, to each of these components is generally
designed to be consistent with competitive practices among the peer group. The Compensation Committee
believes that the appropriate balance of these components will align the interests of executives with those of
the Company's stockholders and facilitate the creation of value for stockholders.

Balance of Compensation Components. The Company's program offers the NEOs the opportunity to
receive base pay at the median of the market and total compensation that is above or below target, depending
upon the achievement of performance hurdles in the annual incentive plan and the long-term incentive plan.
As a result, the compensation program is designed to pay executives at the median of the market for target
performance, significantly above the median in times of superior performance and significantly below the
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median in times of poor performance. In addition, the Company believes that as an executive's leadership role
expands and the associated scope, duties and responsibilities increase, a greater portion of the compensation
should be performance-driven and have a longer-term emphasis.

The following sections describe in greater detail each of the components of the Company's executive
compensation program, why they were selected, and how the amounts of each element were determined for
2007.

Base Salary

Base salary is designed to compensate the NEOs for their roles and responsibilities, and to provide a
stable and fixed level of compensation that serves as a retention tool throughout the executive's career. In
determining the levels of base salaries, the Company considers each executive's role and responsibility,
experience, salary levels for similar positions in the Company's peer group and internal pay equity.

The Compensation Committee's compensation philosophy is to target base salaries at the market
median for each NEO. Although the Compensation Committee targets the 50" percentile, the actual base
salary may be slightly above or below based on level of experience and tenure in the role. NEOs with the
same or similar levels of responsibilities and experience are targeted at the same base salary level.

The 2007 benchmarking showed that salaries for most NEOs were below the 50" percentile of the peer
group. Based on the 2007 benchmarking results and other factors described above and after consultation with
the Board of Directors, the Compensation Committee approved the following salary increases for 2008:

2007 2008 %
NEO Base Salary Base Salary Increase
Scott D Sheffield $850,000 $956,000 12.47%
Richard P. Dealy $360,000 $406,000 12.78%
Mark S. Berg $340,000 $376,000 10.58%
Chris J. Cheatwood $340,000 $376,000 10.58%
Timothy L. Dove $525,000 $531,000 1.14%

At these levels the NEO's base salaries are targeted to approximate the 50" percentile for their
respective NEO positions.

For 2007, the fixed base salary represents between 18 and 27 percent of the NEQ's compensation
package, assuming the Company is paying at target performance levels for its incentive programs. The
Committee does not have a targeted weight of salary as a percentage of total pay.

Annual Cash Bonus Incentives

Overview

The annual incentive bonus program is designed to recognize and reward the NEOs with cash
payments based on both the Company's success in achieving its preset financial metrics for the year and the
individual executive's performance.

At or near the beginning of each year, the Compensation Committee sets out each NEO's target award
level as a percent of the executive's base salary. The Compensation Committee's compensation philosophy is
to target the award levels at the median of the Company's competitive market. These target award levels are
reviewed periodically by the Compensation Committee. For 2007, the target awards for the NEOs represented
on average between 17 percent and 20 percent of the NEO's overall compensation package if paid at the
target performance level. The Company does not have a targeted weight of annual cash bonus incentive as a
percentage of total pay.
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The 2007 benchmarking showed that the levels of the target annual cash bonus incentive for the NEOs
were set approximately at the 50" percentile of the market for each respective NEO positions. These target
bonus percents of the NEQO's base salary are reflected in the following table.

Target
NEO Bonus Percent
Scott D Sheffield 100%
Richard P. Dealy 80%
Mark S. Berg 65%
Chris J. Cheatwood 65%
Timothy L. Dove 85%

The Company's annual bonus incentives are predicated on the achievement of certain internal
performance metrics that drive the Company's success rather than the achievement of goals measured
relative to peer company performance. In setting its goals, the Compensation Committee considers its target
levels compared to peer companies, but believes it is critical to set targets that are in line with the Company's
capabilities and business plan. As discussed below, the Compensation Committee believes that the 2007
long-term equity incentive portion of the compensation program, which represents the majority of the NEOs'
potential compensation, more effectively reflects the comparison of the Company's performance relative to its
peer group.

The Compensation Committee believes the goals for the internal performance metrics are aligned with
the Company's publicly disclosed operating and financial targets. Although the Compensation Committee
considers the goals challenging, it believes they are achievable if the Company's expectations as to industry,
Company and individual performance are realized. The Compensation Committee also establishes certain
non-financial objectives that vary by NEO depending on the NEQO's area of responsibility. Since the
Company's culture is focused on teamwork and communication, the NEO's achievement of the individual goals
are generally based on the Compensation Committee's evaluation of the NEO's individual leadership of his
departments and reporting groups. Additionally, the Compensation Committee considers the contribution
made by the NEO to the senior management leadership team and to the Company's success in achieving its
annual goals.

In evaluating performance against the goals and objectives, the Company does not employ a formula or
weighting of the goals, but rather subjectively evaluates performance in light of oil and gas industry
fundamentals and assesses how effectively management adapts to changing industry conditions and
opportunities during the year. In determining the actual annual incentive bonus payouts, the Compensation
Committee also takes into consideration expected annual incentive bonus payouts within the oil and gas
industry.

Current Framework

In February, 2007, the Compensation Committee, working with management, established the
performance metrics and a goal or goal range for each metric for 2007 bonuses payable in 2008. The metrics
represented the operating and financial measures critical to the success of exploration and production
companies and specifically metrics critical to the Company's success. The use of these metrics supported the
Compensation Committee's philosophy that the annual incentive bonus reflects the Company's overall
performance.
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The 2007 performance metrics and goals or goal ranges were as follows:

Metric Goal Result

Production/Share Growth 12% 14%
Production (barrel of oil equivalent ("BOE")) 35,000,000 - 37,000,000 35,500,000
Operating Costs ($/BOE)

Base $7.25-$8.25 $7.88

Total Operating Cost $11.00 - $12.00 $11.84
G&A Overhead ($/BOE) $3.50 - $3.75 $3.71
Net Debt $1,800,000,000 - $2,100,000,000  $2,700,000,000
Finding Cost ($/BOE) (1) $12.00 - $18.00 $15.39
Reserve Replacement Percentage (2) Greater than 200% 362%
Return on Equity 7% - 12% 12%

1) "Finding Cost" is determined by dividing total costs incurred by the summation of annual proved reserves, on a BOE basis,

attributable to revisions of previous estimates, purchases of minerals-in-place and extensions and discoveries . Consistent with
industry practice, future capital costs to develop proved undeveloped reserves are not included in costs incurred.

(2) "Reserve Replacement” is the summation of annual proved reserves, on a BOE basis, attributable to revisions of previous
estimates, purchases of minerals-in-place and extensions and discoveries divided by annual production of oil, natural gas liquids
and natural gas, on a BOE basis.

Although the Compensation Committee did not establish a specific net asset value performance metric,
the Compensation Committee reviewed with management the Company's net asset value per share
calculation to understand how net asset value changed during 2007. Changes in net asset value are
important in the Compensation Committee's overall assessment of the Company's performance and one of the
key factors in the Compensation Committee's discretionary determination of final annual incentive bonus
awards. Net asset value per share increased in 2007 relative to 2006. The Compensation Committee also
reviews the safety and environmental performance of the Company compared to prior years' experience and
industry standards.

In addition, for 2007, the Compensation Committee worked with the CEO to establish individual non-
financial objectives for each NEO based on operational and project—oriented factors in the NEO's areas of
responsibility. These were goals the Compensation Committee and Mr. Sheffield determined to be critical to
the performance in each NEQO's area of responsibility.

In February 2008, the Compensation Committee reviewed the Company's 2007 performance relative to
the internal metrics. The Compensation Committee determined that the Company's performance met or
exceeded the goals set forth in the table above except for the goal related to the net debt metric, which was
affected by the impact of acquisitions, stock repurchases and rising service costs. Additionally, the Company's
production was on the low end of the goal range due to the divestiture of its Canadian subsidiary. Based on
this review, the Compensation Committee set the base level of 2007 annual incentive bonus payouts at 135
percent of target for the NEOs. Adjustments to individual awards from the base level were then considered
based on the performance of that individual. The 2007 bonus payments as a percent of target for Mr. Sheffield
and the NEOs were as follows:

NEO
Scott D Sheffield 135%
Richard P. Dealy 140%
Mark S. Berg 140%
Chris J. Cheatwood 135%
Timothy L. Dove 135%

For 2008, the target bonus levels for NEOs did not change from the previous year.
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Long-Term Equity Incentives

Overview

The Company's long-term incentive awards are used to link Company performance and increases in
stockholder value to the total compensation for the Company's NEOs. The annualized value of the long-term
incentive awards is intended to be the largest component of the NEQO's overall compensation package.
Assuming performance is at target, the long-term incentive awards represent approximately 60 percent of the
NEOs' total compensation. The Compensation Committee believes this significant emphasis on stock based
compensation effectively aligns the interests of the NEOs with those of the Company's stockholders, providing
incentive to the NEOs to focus on the long-term success of the Company. These awards are also key
components of the Company's ability to attract and retain the Company's key NEOs.

The value of each NEO's long-term incentive award is set at or near the beginning of each year after the
Compensation Committee reviews the annual benchmarking. Awards are targeted at the median of the
Company's peer group, which is consistent with the Company's overall philosophy. In addition to the
benchmark data, the Compensation Committee considers and reviews individual performance to determine
the value of the long-term incentive award. The Compensation Committee generally does not consider the
size or current value of prior long-term incentive awards in determining future award levels because the
Compensation Committee believes that prior years' awards are a component of that specific year's total
compensation determined as competitive and appropriate at that time.

In administering the long-term incentive plan, awards are currently made to NEOs under the following
guidelines:

o All long-term incentive awards are approved during the regularly scheduled February
Compensation Committee meeting.

o The Compensation Committee retains the discretion to approve long-term incentive awards
effective on the hire date.

. Awards are determined based on a dollar value, which is converted to shares by reference to the
average closing price of the Company's common stock during the prior calendar year.

o The Company does not time the release of material non-public information to impact the value of

executive equity compensation awards.
Current Framework

In order to meet the Company's objectives for long-term incentive awards, grants of performance units
and restricted shares were made to NEOs in February 2007. As described below, the performance units are
earned based on performance over a three-year period and vest at the end of the three-year period, while the
restricted stock awards vest three years following the date of grant. The Company believes that these
mechanisms keep executives focused on the creation of long-term stockholder value.

The 2007 awards were weighted 50 percent in performance units and 50 percent in restricted stock.
The Compensation Committee intends to determine annually the allocation of future long-term incentive
awards among performance units, restricted stock and other equity awards as well as the metrics that would
be applicable to any performance-based award.

20



The 2007 award values for each NEO were as follows:

2007 2007
NEO Restricted Stock Performance Units
Scott D Sheffield $1,500,000 $1,500,000
Richard P. Dealy $425,000 $425,000
Mark S. Berg $350,000 $350,000
Chris J. Cheatwood $350,000 $350,000
Timothy L. Dove $650,000 $650,000

Performance Units

In order to further align the interests of the NEOs with stockholders and to move long-term incentive
awards in line with the Company's pay-for-performance philosophy, the Company began granting performance
units in 2007.

Although certain compensation awards, such as the annual incentive bonus, include a subjective
evaluation factor, the Compensation Committee determined that performance under the performance unit
award program should be measured objectively to keep executives in close alignment with stockholders. As
such, performance under the performance unit award program is measured based on relative total stockholder
return ("TSR") over a three-year performance period. The Company believes relative TSR is an appropriate
long-term performance metric because it generally reflects all elements of a company's performance and
provides the best alignment of the interests of management and the Company's stockholders.

The peer group used in measuring relative TSR was the same group of companies approved by the
Compensation Committee for external benchmarking. Payouts range from zero percent to 250 percent of a
target number of units based on relative ranking. A target award payout corresponds to the Company's
ranking at the middle of the peer group at the end of the three-year performance period ending December 31,
2009. Any earned units will be paid in stock. Dividends declared during the performance period will be paid at
the end of the three-year performance period only on shares delivered for earned units up to a maximum of
target shares. Vesting of unearned performance units accelerates upon a change in control.

Restricted Stock

Restricted stock awards are provided to NEOs in order to encourage executive retention and stock
ownership and to align the interests of the NEOs with those of the Company's stockholders. Generally, the
NEOs' restricted stock awards vest on the third anniversary of the date of grant, provided the NEO remains
employed with the Company. The vesting of restricted stock accelerates upon a change in control. The
Compensation Committee believes that providing this benefit is in line with the Company's compensation
philosophy and is competitive with market practice for the Company's peers. In addition, the Compensation
Committee believes that providing restricted stock encourages the NEOs to use the Company's equity to build
a retirement portfolio. The Compensation Committee believes this is preferable to providing a defined benefit
retirement plan, and therefore, has decided to not sponsor such a plan.

Other Compensation

Overview

The Compensation Committee believes that providing some perquisites and retirement benefits as
components of total compensation is important in attracting and retaining qualified personnel; however, insofar
as the Company has chosen to emphasize variable, performance-based pay, the Company takes a
conservative approach to these fixed benefits. The Company's perquisite, retirement and other benefit
programs are established based upon an assessment of competitive market factors and a determination of
what is needed to attract, retain and motivate high caliber executives.
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Perquisites

The perquisites provided to the NEOs are the payment of the costs of financial counseling services,
annual medical physical exams and personal use of the Company's cell phones and computers. Payment of
country club dues was removed as a perquisite for the NEOs and was replaced by a small base salary
adjustment effective January 1, 2008.

As of January 1, 2008, the Company no longer pays the cost for Mr. Sheffield's spouse's travel and his
spouse's cost to participate in business dinners or events. The Company pays for the costs for other NEOs'
spouses to participate in business dinners or events, which the Company expects to be minimal. Additionally,
the Company pays the premium for a $1,000,000 term life insurance policy for Mr. Sheffield.

The Company maintains a fractional ownership interest in two private aircrafts. These aircrafts are
made available for business use to the executive officers and other employees of the Company. The
Company's policy is to not permit employees, including executive officers, to use the aircraft for personal use.
The Company expects there will be occasions when a personal guest (including a family member) will
accompany an employee on a business-related flight. In such instances, the Company will follow the Internal
Revenue Service rules and, where required, impute income to the employee based on the Standard Industry
Fare Level rates provided by the Internal Revenue Service.

The Company's NEOs participate in the Company's welfare benefit plan on the same basis as the
Company's other employees.

Retirement Plans

All eligible employees of the Company, including the NEOs, may participate in the Company's defined
contribution 401(k) retirement plan. The Company contributes two dollars for every one dollar of base
compensation (up to 5 percent of base compensation and subject to the IRS imposed maximum contribution
limits) contributed by the participant. The participant's contributions are fully vested at all times, and the
Company's matching contributions vest over a period of four years, with 25 percent vesting for each one-year
period of service with the Company by the participant. Participants may make additional pre-tax and after-tax
contributions to the plan. All contributions are subject to plan and Internal Revenue Service limits.

The Company provides a non-qualified deferred compensation plan with a fixed Company matching
contribution rate to certain of its more highly compensated employees, which includes the NEOs. The plan
allows each participant to contribute up to 25 percent of base salary and 100 percent of annual incentive
bonus payments. The Company provides a matching contribution equal to the NEQO's contribution, but limited
to a maximum of ten percent of base salary. The Company's matching contribution vests immediately. The
non-qualified deferred compensation plan permits each participant to make investment allocation choices for
both their contribution and the Company match to designated mutual funds or to a self-directed brokerage
account offered as investment options under the non-qualified deferred compensation plan. The Company
retains the right to maintain these investment choices as hypothetical investments or to actually invest in the
participant's investment choices. To date, the Company has chosen to actually invest the funds in the
investment options selected so that the investment returns are funded and do not create unfunded li