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Southwestern Energy Company

2350 N. Sam Houston Parkway East, Suite 300
Houston, Texas 77032

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
ON MAY 12, 2004

The Annual Meeting of Shareholders of Southweskrargy Company will be held at the Wyndham Greeimgpdotel, 12400
Greenspoint Drive, Houston, Texas, on Wednesdayl #th day of May, 2004, at 11:00 a.m., Centrallighy Time, for the following
purposes:

(1) To elect seven (7) directors to serve until the288nual Meeting of Shareholders or until theipegive
successors are duly elected and qualil

(2) To consider and take action upon a proposal totalopw stock incentive plan for the compensatioofficers,
directors and key employees of the Company arslitsidiaries; an

(3) To transact such other business as may properly ¢cmfore the meeting or any adjournment or adjoentm
thereof.

The Board of Directors has fixed the close of besson March 16, 2004, as the record date fordhermination of shareholders
entitled to notice of and to vote at the meeting.

The Company’s 2003 Annual Report, which is not pathe proxy soliciting material, is enclosed.

You are invited to attend the meeting. If you cdrattend, it is important that your shares be regméed and voted at the meeting.
You can vote your shares by completing and retgrttie proxy card or voting instruction card. Asadternative, you can also vote your
shares by telephone or over the Internet.

You may revoke a proxy at any time prior to itsreige by giving written notice to that effect teetBecretary of Southwestern
Energy Company or by submission of a later-datesypor subsequent Internet or telephonic proxyoli attend the meeting, you may
revoke any proxy previously granted and vote irsper

By Order of the Board of Directors

MARK K. BOLING
Executive Vice President,
General Counsel & Secretary

March 29, 200
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Southwestern Energy Company
PROXY STATEMENT

PROXY QUESTIONS

WHO IS ENTITLED TO VOTE AT THE ANNUAL MEETING?

Shareholders who own common shares as of MarcBQIBl, may vote at the meeting. There were 36,056604res of common
stock outstanding on that date. Each share hasaiaeexcept for the election of directors.
WHEN ARE THE ENCLOSED SOLICITATION MATERIALS FIRST GIVEN TO SHAREHOLDERS?

The enclosed annual report and proxy voting foogether with this Notice of Annual Meeting and Br@tatement, were senor
given, to shareholders on or about Monday, March 29, 2004.
WHAT IS A QUORUM OF SHAREHOLDERS, AND HOW MANY VOTE S DOES IT TAKE TO ELECT DIRECTORS?

We must have a quorum to conduct the meeting. Auguads the presence at the Annual Meeting in pecsdyy proxy of
shareholders entitled to cast a majority of allibtes entitled to be cast. Since there were 360856shares of common stock outstanding on
March 16, 2004, a quorum is 18,008,028 oker non-votes, abstentions and withhold-authiarittes COUNT for purposes of determining a
qguorum. Directors are elected by a plurality oftaé votes cast. Because seven directors are bloged, this means that the seven nominees
who receive the highest number of votes will betelé. Withheld votes do not affect the voting ckdtion.

HOW MANY VOTES DOES IT TAKE TO ADOPT THE COMPANY'S 2004 STOCK INCENTIVE PLAN?

The proposal to adopt the Southwestern Energy Coynp@04 Stock Incentive Plan will be approved imajority of the number of
shares vote in favor of its adoption, provided thattotal number of shares voted on this propesededs 50% of the total number of shares
entitled to vote thereon. Abstentions are counteshares voting on the proposal, thus having teetedis a vote against the proposal. Broker
non-votes are not counted as shares voting omptbosal.

WHAT ARE THE BOARD’'S RECOMMENDATIONS?

The Board recommends a vote “FOR” the electioregksa directors and “FOR” the adoption of the Soetiern Energy Company
2004 Stock Incentive Plan.

HOW DO | VOTE?

You must be present, or represented by proxy,eaftinual Meeting in order to vote your shares. &imany of our shareholders are
unable to attend the meeting in person, we serxi/prards and offer electronic and telephone votingll of our shareholders to enable them
to direct the voting of their shares.

IF MY SHARES ARE HELD IN “STREET NAME” BY MY BROKER , WILL MY BROKER VOTE FOR ME?

If your shares are held by your broker in “stremtne” and you do not vote your shares by followimg instructions provided by your

broker, your broker can vote your shares in thetiele of directors, but your

1
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broker may not vote your shares for or againsatieption of the 2004 Stock Incentive Plan. If yaundt provide instructions to your broker
on how to vote your shares on the 2004 Stock Imeeiflan, your votes will be “broker non-votes.”
WHAT IS A PROXY?

A proxy is a person you appoint to vote on yourdietWhen you vote, you will be designating KennBthMourton and Charles E.
Scharlau as your proxies. We solicit proxies s dlacommon shares may be voted at the Annual MgeYou must complete and return the
enclosed proxy card or vote by phone or Internétatee your shares voted by proxy.

HOW WILL MY PROXY VOTE MY SHARES?

Your proxies will vote according to your instruci® If you complete and return your proxy card dwnot indicate your vote on the
matters, your proxies will vote “FOR” the seveneditors and “FOR” the proposal to adopt the newkstocentive plan. Also your proxy card
or vote by phone or Internet will give your proxeasthority to vote, using their best judgment, ag ather business that properly comes
before the meeting.

HOW DO | VOTE USING MY PROXY CARD?

There are three steps:

l.a. Proposal No. :

The names of seven directors to serve for the yesdt are listed on your proxy card.

To vote for all seven directors, you check the tacked “FOR ALL NOMINEES.” To withhold your votedm all seven
directors, (not vote for or against the directansirk the box “WITHHELD FROM ALL NOMINEES.”

To vote for some of the directors and not otherggvin the name(s) of the director(s) you wistwithhold your vote from on
the line provided. To exercise cumulative votirtge(humber of shares owned multiplied by sevenntimber of directors to be
elected) write in how many votes you wish to castgfach director on the line provided. Votes maygds for a single nominee
or distributed among any number of nominees. Cutivelaoting rights can be exercised only by subinis®f a written proxy
or voting instruction.

b. Proposal No. :
The proposal to adopt the 2004 Stock Incentive Rldisted on your proxy card.

To vote for the proposal, you check the box mark&dR.” If you are opposed to the proposal, cheeklibx, “AGAINST.” If
you are unsure how to vote, mark the box, “ABSTAIN.

2. Sign and date your proxy card. IF YOU DO NOT SIGNADATE YOUR PROXY CARD, YOUR VOTES CANNOT BE
COUNTED. EACH PROPERLY EXECUTED PROXY WILL BE VOTEIN THE MANNER DIRECTED. IF NO
DIRECTION IS MADE, EACH SUCH PROXY WILL BE VOTED “BPR” THE ELECTION OF DIRECTORS AND “FOR”
THE 2004 STOCK INCENTIVE PLAN

3.  Mail your proxy card in the p-addressed, poste-paid envelope

HOW DO | VOTE BY PHONE?

Record holders may submit proxies by following tWete-by-Phone’instructions on their proxy cards. Shareholders tubld share
beneficially in “street name” may vote by phonedayling the number specified

2
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on the voting instruction card provided by theiokers, trustee or nominees. Please check the viotitigiction card for telephone voting
availability. Note that if you wish to exercise culative voting, you must vote using your proxy cardroting instruction card.

HOW DO | VOTE ON THE INTERNET?

Record holders with Internet access may submitipsozy following the “Vote-by-Net” instructions dheir proxy cards.
Shareholders who hold shares beneficially in “$tneene” may vote by accessing the website spedifirethe voting instruction cards
provided by their brokers, trustee or nomineesagtdecheck the voting instruction card for Intenaing availability. Note that if you wish to
exercise cumulative voting, you must vote usingrymoxy card or voting instruction card.

CAN | VOTE BY PROXY EVEN IF | PLAN TO ATTEND THE AN NUAL MEETING?
Yes. If you vote by proxy, you do not need todillt a ballot at the Annual Meeting unless you warghange your vote.

WHO IS SOLICITING MY PROXY, HOW IS IT BEING SOLICIT ED, AND WHO PAYS THE COSTS?

Southwestern Energy Company, on behalf of the Bo&Rirectors, through its directors, officers amployees, is soliciting proxis
primarily by mail. However, proxies may also beigtgd in person, by telephone or facsimile. Morr&Co., Inc., a proxy solicitation firm,
will be assisting us for a fee of approximately3PQ plus out-of-pocket expenses. Southwestern Er@ognpany pays the cost of soliciting
proxies.

PROPOSAL NO. 1
ELECTION OF DIRECTORS

At the meeting, seven (7) directors are to be ettt serve for the ensuing year or until theipegesive successors are duly elected
and qualified. The shares represented by the esttlooxy will be voted as instructed by the shalddrs for the election of the nominees
named below. If no direction is made, the proxy b voted “FOR’the election of all of the nominees named belovanlf nominee becom
unavailable for any reason or if a vacancy shoultliobefore the election, the shares representélebgnclosed proxy may be voted for such
other person as may be determined by the holdessadf proxies. The Company has no knowledge thahaminee will be unavailable for
election. Directors are elected by plurality vote.

The Board of Directors has proposed the nomingg®agh below for election as directors. Certaifoiimation concerning the
nominees is set forth below.

Nominees For Election

LEWIS E. EPLEY, JR. — Mr. Epley is an Attorney a&w. and a private investor. He has served as Présifiche Carroll County Bar
Association and Special Associate Justice of th@e&une Court of Arkansas. He is a director, sind1@nd Vice Chairman of the Board of
Directors, since 1993, of the Bank of Eureka Spinde is a past Chairman and past member of thedBdd rustees of the University of
Arkansas. He is currently a director and Vice Qmain of the University of Arkansas Foundation, ldirgctor and past President of the
Northwest Arkansas Radiation Therapy Institute (NARand a director of the University of Arkansaki#ni Association. He also curreni
serves as a member of the NARTI Foundation BoardByley is 67 years old and was first electecheoBoard of Directors in 1998.
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JOHN PAUL HAMMERSCHMIDT — Mr. Hammerschmidt is atired U.S. Congressman, Third District of Arkansakp served
from 1967-1993. He has been a director of Dillarttis., Little Rock, Arkansas, since 1992; FirstiEel Bank of Arkansas, Harrison,
Arkansas, since 1966; and Metropolitan Washingtopadkt Authority since 1997. Mr. Hammerschmidt is years old and was first elected to
the Board of Directors in 1992.

ROBERT L. HOWARD — Mr. Howard is a retired Vice Bigent of Shell Oil Company. From 1991 to 1995 las Wice President,
Domestic Operations, Exploration and ProductioBloéll, and President of Shell Western Inc. andI$dighore, Inc. In these positions he
was responsible for all domestic exploration aratipction activities. From 1985-1991, Mr. Howard vassident, Shell Offshore Inc., and
was responsible for all offshore exploration anddpiction in the Gulf of Mexico, the East Coast, &tatida. During Mr. Howard'’s 36 years
with Shell, he held various positions within Shekxploration and production operations, includseneral Manager, Exploration and
Production, Mid-Continent Division, and General Mger, Exploration and Production, Rocky Mountairi§lon and Alaska Division. Mr.
Howard served as a director of Camco Internatidnal,of Houston, Texas, from 1995 until 1998; andrently serves as a director of Devon
Energy Corp. (formerly Ocean Energy, Inc.) of HoustTexas, since 1996; and McDermott Internatioimal, of New Orleans, Louisiana,
since 1997. He is 67 years old and first becamecatdr in 1995.

HAROLD M. KORELL —Mr. Korell is the President, Chief Executive Offi@d Chairman of the Board of the Company. Mr.efl
joined Southwestern in 1997 as Executive Vice Bediand Chief Operating Officer. On May 22, 1998, Korell was promoted t
President and Chief Operating Officer and was naRredident and Chief Executive Officer effectivaulry 1, 1999. Mr. Korell was elected
Chairman of the Board May 16, 2002. Previously, Kbrell was Senior Vice President — Operations nfekican Exploration Company,
Executive Vice President of McCormick Resources, lagld various technical and managerial positiarring his 17 years with Tenneco Oil
Company including Vice President of ProductionoPto that time he held various positions with Mdborporation. Mr. Korell is 59 years
old and first became a director in 1998.

VELLO A. KUUSKRAA — Mr. Kuuskraa is the PresidentcdaChairman of the Board of Advanced Resourcesrat®nal, Inc., a
privately held geological and engineering techngmalices company of Arlington, Virginia. He isémationally recognized for his work in
energy economics, supply modeling, and new oilgagirecovery technologies. Mr. Kuuskraa servederSecretary of Energy’s Natural
Gas Supply Task Force, was a member of the Naticadlemy of Sciences Study Committee for definhmegy Mlational Energy Modeling
System, and has testified before the Federal EriRegyilatory Commission on the outlook for natuis gupplies. He has published over 100
technical papers, reports and presentations omgmesources and future natural gas supplies. MusKraa is also a recognized expert on the
technologies of coalbed methane recovery and eeldavitrecovery and their adaptation for carborxitie sequestration. Mr. Kuuskraa is
63 years old and was first elected to the Boardimctors in 2003.

KENNETH R. MOURTON — Mr. Mourton is an Attorney baw with the firm of Ball and Mourton, Ltd., PLLGayetteville,
Arkansas and is a certified public accountant @inay. He is the Managing Principal Attorney forstirm. Mr. Mourton also owns and
operates several businesses in various statesdetabeer distribution, lodging, warehousing aastdl. He is also a Board member of the
Arkansas Rural Endowment Fund, a nonprofit corpamatreated by the State of Arkansas to help lan@yme, rural Arkansas children
obtain college and university educations. Mr. Moaris 53 years old and was first elected to ther@o&Directors in 1995.

CHARLES E. SCHARLAU — Mr. Scharlau retired as Pdesit and Chief Executive Officer of the CompanyDetember 31, 1998.
He began his career as the Company’s legal coimd8b1 and was involved in all facets of the Comypsbusiness for over 47 years. In
1966 he was named Executive Vice President artdefiested a director of the Company. In 1972 he @lasted President and Chief
Executive Officer. Mr. Scharlau is currently of el with the law firm of Conner & Winters, PLLCeHbs also a director since 1980 of
Ablest, Inc., Clearwater, Florida; member of theaBbof Trustees of the University of Arkansas sih888; and Chairman since 1999 of the
Executive Committee for the Northwest Arkansas @iduMr. Scharlau is 76 years old.
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DIRECTOR COMPENSATION

Directors who are not employees of the Companyivea@®mpensation as indicated in the table belonedbors who retire with
certain qualifications are appointed to the positd Director Emeritus. A Director Emeritus is paid annual fee of $2,000 for the remainder
of his life and such health care benefits as the@my provides to its full time employees. ChaBeSanders currently holds the position of
Director Emeritus with the Company.

Outside Director Compensation

Each Each Compensation, Each Audit
Committee Board Nominating and
Meetin Each Telephonic Governance, and Committee Annual Stock
) g - . h
Chairman Attended Retirement Committee Options Granted
Annual Annual Meeting Meeting Directors
Retainer Retainer Attended Meeting Attended Attended Serving at 12/31
$24,00( $2,000 $1,00C $500 $1,000 $1,250 8,000

vesting 25%/yea

In addition to the compensation noted above, thagamy also provided for health insurance in 2003Vfessrs. Epley, Mourton and
Scharlau in the amounts of $4,239, $2,242 and $5#48pectively. As an advisor to the Company, 8harlau also received consulting fees
of $5,000 under a consulting agreement with the @amg. Each outside director serving as of Decer8be2003, was granted an option to
purchase 8,000 shares of the Company’s common atdg®4.78 per share, representing the market vdltlee Company’s common stock on
the date of the grant.

CORPORATE GOVERNANCE

We have long believed that good corporate govemanimportant to ensure that Southwestern Enemyainy is managed for the
long-term benefit of its shareholders. During thstpyear, we have reviewed our corporate governpoliges and practices and compared
them to those suggested by various authoritiesiparate governance and the practices of otheigabinpanies. We have also reviewed the
provisions of the Sarbanes-Oxley Act of 2002, the mnd proposed rules of the Securities and Ex@éh@uagnmission and the proposed new
listing standards of the New York Stock Exchange.

Based on our review, we have taken steps to impiemany of the proposed new rules and listing sies&l We have available on
our websiteywww.swn.com, under the section “Corporate Governance,” copighe Company’s:

* Audit Committee Charter

e Compensation Committee Charter

* Nominating and Governance Committee Chg

* Retirement Committee Charter

» Corporate Governance Guidelines

* Business Conduct Guidelines

» Code of Ethics for § 406 Officers

« Confidential/Anonymous Complaint Procedures for Qiamable Accounting Practices
* Nonretaliation Policy

e Procedures for Contacting the Board/Presiding Darec
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The Board is composed of a majority of directorowalify as independent directors pursuant tadifes adopted by the Securities
and Exchange Commission applicable to the corpg@ternance standards for companies listed on #ve Xbrk Stock Exchange. The
Board committee structure includes audit, compémsaand nominating and governance committees stingientirely of independent
directors.

It is the policy of the Board of Directors that ajority of the members of the Board be independétie Company’s management.
For a director to be deemed “independent,” the 8adfirmatively determines that the director hasmaterial relationship with the Company
or its affiliates (either directly or as a partngnareholder or officer of an organization that &aslationship with the Company or its affilial
or any member of the senior management of the Coynpahis or her affiliates. Material relationshipslude commercial, banking,
industrial, consulting, legal, accounting, chariéadnd familial relationships. For making this detmation, the Board has adopted a set of
director independence standards that are moreetrirthan the corporate governance standards abbptine New York Stock Exchange.
Under the Board’s independence standards, a direitonot be deemed independent if he or she:

e is, or within the past five years has been, empdyethe Company or any of its affiliates;

» is, or within the past five years has been, atéliawith or employed by a present or former audifahe Company or any of its
affiliates;

« currently participates, or within the past five yehas participated, in an interlocking directoiaterhich an executive officer of the
Company or any of its affiliates serves on the cengation committee of a company that concurremtigleys the director

» s, oris a director, executive officer, generattpar or significant equity holder (i.e., in exce$d0%) of an entity that is, a paid
adviser, paid consultant or paid provider of othiefessional services to the Company, any of fikaés, any member of senior
management or any affiliates of a member of sam@amagement, if the amount of such payments hagsdrde$60,000 during the
current fiscal year of the Compar

e is adirector, executive officer, general partnesignificant equity holder (i.e., in excess of 08ba significant purchaser of goods
or nonprofessional services from, or supplier adpor nonprofessional services to, the Compamanygrof its affiliates

» s affiliated with or employed by a tax-exempt gnthat receives significant contributions (i.egma than 3% of the annual
contributions received by the entity or more tha0G000 in a single fiscal year, whichever amosower) from the Company,
any of its affiliates, any member of senior managenor any affiliate of a member of senior managamer

* is a member of the immediate family of any perstwowould not qualify as independent under the foireg standards; provided,
that employment of an immediate family member dfractor in a norsfficer position will not preclude the Board frometédrmining
that the director is independe

Applying these standards, the Board has deternthegdthe following majority of directors qualify asdependent — Lewis E. Epley,
Jr., Robert L. Howard, John Paul Hammerschmidt|ov&l Kuuskraa and Kenneth R. Mourton.
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MEETINGS AND COMMITTEES OF THE BOARD OF DIRECTORS

During 2003, the Board of Directors held eight nregd, two of which were telephonic. All incumbeiitedtors attended 100% of the
Board meetings and committee meetings on whicreheed. The Board has established four standing dtiees: the Audit Committee, the
Compensation Committee, the Nominating and Govem&ommittee and the Retirement Committee. Durb@B2the Audit Committee
held five meetings; the Compensation Committee tvetdmeetings; and the Nominating and Governanaar@ittee and the Retirement
Committee each held four meetings.

Audit Committee — The Audit Committee is composed entirely of nompoyee members of the Board whom satisfy the
independence requirements for audit committee mesnbeler Rule 10A-3 promulgated under the Secarétiel Exchange Act of 1934 and
are “independent” and “financially literate” as ithefd by New York Stock Exchange rules. In additithre, Board of Directors has determined
that Mr. Kenneth R. Mourton, Audit Committee Chaémm a certified public accountant (inactive), is‘andit committee financial expert” as
defined in Item 401(h) of Regulation S-K. The Auditmmittee also includes Messrs. Robert L. Howandl, Vello A. Kuuskraa.

The Audit Committee is responsible to the Boardréstiewing the accounting and auditing proceduresfaancial reporting
practices of the Company and for recommending ip@iatment of, and overseeing all audit work condddy, the independent public
accountants. The Audit Committee is governed byarter that has been approved by the Board of direcThe Audit Committee meets
periodically with the Company’s management, inteenalitor and independent public accountants terethe Company’s financial
information and systems of internal controls ansuea such parties are properly discharging thepaasibilities. The independent public
accountants have direct access to the Audit Cormenéthd periodically meet with the Audit Committeighaut management representatives
present. The Audit Committee maintains an inteanalit function that provides management and thetAToimmittee with ongoing
assessments of the Company’s risk management gescand system of internal control.

Compensation Committee- The Compensation Committee is composed entifelp-employee members of the Board whom are
“independent” as defined by New York Stock Exchangdes. The Compensation Committee is responsiislescommending to the Board of
Directors officer compensation and discretionaraais under the various incentive plans. The CongiemsCommittee is governed by a
Charter that has been approved by the Board otfire. Messrs. Robert L. Howard, Compensation CdtemiChairman, John Paul
Hammerschmidt, and Kenneth R. Mourton presentlyesen this committee.

Nominating and Governance Committee- The Nominating and Governance Committee is coegbesitirely of nonemployee
members of the Board whom are “independent” asiddfby New York Stock Exchange rules. The Nomimpéind Governance Committee
considers candidates for nomination for Board pmsst including qualified candidates recommendedhmreholders, and oversees the
Company’s corporate governance matters and pracfitee Nominating and Governance Committee is gegeby a Charter that has been
approved by the Board of Directors. Messrs. Lewigley, Jr., Nominating and Governance Committbai@nan, Robert L. Howard and
Kenneth R. Mourton presently serve on this committe

Retirement Committee— The Retirement Committee is responsible for adstanng the Company’s pension and retirement plans
and for recommending retirement policy to the Baafr@®irectors. The Retirement Committee is goverbgad Charter that has been apprc
by the Board of Directors. Messrs. Charles E. SahaRetirement Committee Chairman, Lewis E. Epley,and John Paul Hammerschmidt
presently serve on this committee.
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Presiding Director

One of the Company’s non-management directors sexs¢he “Presiding Director” of executive sessiofihe non-management
directors of the Company. The Presiding Directappointed by the non-management directors eaahayelae Annual Meeting of the Board
of Directors. The Presiding Director acts as cbéall executive sessions and is responsible fordinating the activities of the other non-
management directors, including the establishmgtiteoagenda for executive sessions of the non-genant directors, as required by the
Company'’s Corporate Governance Guidelines and egigé listing standards. The Presiding Directoo alsts as the liaison director for any
informal, confidential communications with the Chitexecutive Officer outside of the normal Commiteeed Board procedures.

Identifying and Evaluating Nominees for Directors

The Board of Directors is responsible for selectiagdidates for Board membership and for exteniivigations to join the Board of
Directors through the Nominating and Governance @idtae. Candidates are selected for their chargciggment, business experience and
specific areas of expertise, among other relevamsiderations, such as the requirements of apfdidaty and listing standards. The Board of
Directors recognizes the importance of solicitiegvrcandidates for membership on the Board of Darscind that the needs of the Board of
Directors, in terms of the relative experience attebr qualifications of candidates, may change tivez. Candidates for membership on the
Board may be provided by any director or sharelrplaled the Board may retain professional searasfir

The Nominating and Governance Committee is resptfir screening candidates (in consultation i Chief Executive
Officer), for establishing criteria for nomineesddior recommending to the Board a slate of nomirieeslection to the Board of Directors at
the Annual Meeting of Shareholders. After a conentrreview of all candidates by the Committee dedGhief Executive Officer, the
Chairman of the Board interviews the potential édatds selected by the Committee and Chief Exee@ifficer, and reports his conclusions
to the Committee, together with a recommendatioiinal candidates for interview by the membershaf Committee. The Nominating and
Governance Committee then interviews the final adatés and recommends to the full Board candidateslection based upon the results of
the interview. Final approval of any candidate ede by the full Board of Directors.

Selection Criteria for Nominees for Directors

Each member of the Board brings a unique and vidysdrspective to the governance of the Companyeiwhese unique skill sets
are combined in an environment of interaction aspect, they provide the overall skill set of treaRBl and provide a strong governance
structure. The Company’s Corporate Governance Goetg which are available on the Company’s wehsitder “Corporate Governance” at
www.swn.com, set forth certain criteria that apply to direatandidates. The Nominating and Governance Coneréitel the Board are
guided in general by the following criteria:

» Each director should be chosen without regard xprsee, religion or national origin;
« Each director should be an individual of the higlubaracter and integrity and have the ability twkwvell with others;
» Each director should have an inquiring mind, visio good judgment;

« Each director should be free of any conflict oeneist which would violate any applicable law orulagjon or interfere with the
proper performance of the responsibilities of ctor;

» Each director should possess substantial and &ignifbusiness experience in specific areas ofréigpahat would be important to
the Company in the performance of the duties dfectbr;
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» Each director’s skill set should be complementarthe background and experience of other Board reesnb

» Each director should have sufficient time availablélevote to the affairs of the Company in ordecdrry out the responsibilities
a director; anc

» Each director should have the capacity and desireggresent the balanced, best interests of alékbhlers and objectively appraise
management performanc

The Nominating and Governance Committee evaluategualifications of each director candidate agdhmesforegoing criteria in
connection with its recommendation to the Boardceoning his or her nomination for election or reetlon as a director. The Nominating
and Governance Committee, with direct input andaadfrom the Chief Executive Officer, is responsibbr assessing the appropriate mix of
skills and characteristics required of Board merliethe context of the perceived needs of the a&ar given point in time and periodice
reviews and updates the criteria as deemed negessar

Each director’s continuation on the Board is revadvat the expiration of his or her term and betbeg director is reconsidered for
election. In connection with its annual recommeimhadf a slate of nominees, the Nominating and Gusece Committee, in consultation
with the Chairman of the Board, reviews and assetbgecontributions of those directors selecteadeglection. At the conclusion of this
process, the Chairman of the Nominating and Govem&ommittee reports the Committee’s conclusioribe full Board.

Shareholder Nominations

The Company’s by-laws permit shareholders to notaeida&ectors for consideration at an annual meetfrghareholders. Such
nominations must be made pursuant to timely natiagriting to the Secretary of the Company, MarkBg€ling, Southwestern Energy
Company, 2350 N. Sam Houston Parkway East, Sulle30uston, Texas 77032. To be timely, a sharelsldetice must be delivered to or
mailed and received at the principal executivecefiof the Company not less than 50 nor more tBadays prior to the meeting date;
provided, however, that in the event that less Bfadays’ notice of the meeting date is given @reholders, notice by the shareholder must
be received no later than the close of businesh@i5th day following the day on which notice lod tmeeting date was mailed. The written
notice must set forth (a) as to each nominee whanshareholder proposes to nominate for electioralection as a director, (i) the name,
age, business address and residence addressmfittigee, (ii) the principal occupation or employmefhthe nominee, (iii) the class and
number of shares of capital stock of the Companighvare beneficially owned by the nominee and &ivy other information relating to the
nominee that is required to be disclosed in saliiihs for proxies for election of directors punst Schedule 14A under the Securities
Exchange Act of 1934, as amended; and (b) as tshthieholder giving the notice, (i) the name amdne address of the shareholder and (ii)
the class and number of shares of capital stotheo€Company that are beneficially owned by theedhaider. The Company may require any
proposed nominee to furnish such other informasi®may reasonably be required by the Company &rrdete the eligibility of such
proposed nominee to serve as a director of the @agnp

The policy of the Nominating and Governance Comneriis to consider properly submitted shareholderinations for directors as
described above under “Identifying and Evaluatiragiihees for Directors.” In evaluating such nomioasi the Nominating and Governance
Committee seeks to address the criteria set famlv@under “Selection Criteria for Nominees fordgiors.”

Communications to Non-Management Directors

The Board provides a process for shareholdersn semmunications to the nananagement directors, the presiding director, g
of the other directors, including the entire Bod&tareholders may send written
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communications to the namanagement directors, the presiding director orddrifie other directors to the Secretary of the Gany, Mark K
Boling, Southwestern Energy Company, 2350 N. Samsttm Parkway East, Suite 300, Houston, Texas 7 Z&B2ommunications will be
compiled by the Secretary of the Company and subdto the applicable director or directors on aqgakc basis.

Attendance at Annual Meeting

It is the Company’s policy that the directors whe ap for election at the Annual Meeting attendAlmaual Meeting. All of the
nominees for directors up for election at the 2808ual Meeting of Shareholders attended the 200@uahMeeting of Shareholders.

AUDIT COMMITTEE REPORT

The Audit Committee has reviewed and discussed miahagement the Company’s audited financial staté&sves of and for the
fiscal year ended December 31, 2003. The Commaieehas discussed with independent public accotstar the Company the matters
required to be discussed by Statement on Audittagdards No. 61, “Communication with Audit Comnmégg, as amended. The Committee
has received and reviewed the written disclosunestlae letter from the independent public accoustéor the Company required by
Independence Standards Board Standard No. 1, “émdksmce Discussions with Audit Committees,” as atednand has discussed with the
independent public accountants that firm’s inde@cé from management and the Company, includingideration of noraudit fees on th
firm’s independence.

Based on the review and discussions referred teeglibe Audit Committee recommended to the Boardicdctors that the year-end
audited financial statements be included in the @amy’s Annual Report on Form 10-K for the fiscahyended December 31, 2003, for
filing with the Securities and Exchange Commission.

KENNETH R. MOURTON, CHAIRMAN
ROBERT L. HOWARD
VELLO A. KUUSKRAA
Members of the Audit Committee

RELATIONSHIP WITH INDEPENDENT PUBLIC ACCOUNTANTS

PricewaterhouseCoopers LLP (“PwC”) has been saldnyehe Audit Committee to serve as the Compaimglependent public
accountants for 2004. PwC has been the indepepdéiit accounting firm of the Company since iteesébn, upon recommendation of the
Audit Committee, on June 20, 2002. Prior to thea@n of PwC, Arthur Andersen LLP (“Andersen”)wedl as the Company'’s independent
public accountants.

The Company engaged PwC to re-audit the prior tfiseal years for the period ended December 3112BWC issued unqualified
reports on the Company'’s consolidated financiakstents for each of the re-audit years ended DeeeBiy 1999, 2000 and 2001, and for
each of the fiscal years ended December 31, 2002@03.

The audit reports of Andersen on the consolidatehtial statements of the Company and its sulygidias of and for the fiscal
years ended December 31, 2001 and 2000 did ncdiocent adverse opinion or disclaimer of opinior, were they qualified or modified
to uncertainty, audit scope or accounting prinaple

During the two fiscal years ended December 31, 286d from January 1, 2002 through June 20, 200thdre were no
disagreements with Andersen on any matter of adewuprinciples or practices, financial
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statement disclosure, or auditing scope or proeeduhnich disagreements, if not resolved to Andésssatisfaction, would have caused
Andersen to make reference to the subject mattéreoflisagreement in connection with their repontshe Company’s consolidated financial
statements and (ii) there were no reportable eyaatdescribed in Item 304(a)(1)(v) of Regulatied.S

During the two fiscal years ended December 31, 286d from January 1, 2002 through June 20, 20@2Company did not consult
PwC with respect to the application of accountiniggples to a specified transaction, either corrgaleor proposed, or the type of audit
opinion that might be rendered on the Company’scldated financial statements.

The following table presents aggregate fees fofgsmional audit services rendered by PwC for thiit afi the Company’s annual
financial statements for each of the years endemtidber 31, 2003 and 2002, and fees billed for atbarices rendered by PwC during those
periods (certain amounts for 2002 have been réfis$o conform to the 2003 presentation):

2003 2002
Audit Fees (1, $222,68( $392,98!
Audit Related Fees ( 88,32t -
Tax Fees (3 26,41 19,50(
All Other Fees (4 2,65( 1,40C
Total $340,06t $413,88!

(1) The Audit fees for the years ended December 313 20@ 2002, respectively, were for professionalises rendered for the
audits of the consolidated financial statementhefCompany, reviews of the quarterly financiatesteents, services related to
the issuance of comfort letters, consents, andtassie with review of documents filed with the SHECaddition, 2002 fees
included the r-audit of the Compar's consolidated financial statements for the threm gears ended December 31, 2C

(2) The Audit Related fees for the year ended Dece®beP003, were for assurance and related servicesniployee benefit plan
audits, consultations concerning financial accauntind reporting standards and advisory servidatereto compliance with
section 404 of the Sarbal-Oxley Act.

(3) Tax fees for the years ended December 31, 2002002, respectively, were for services related éoréview of federal and
state tax returns. Tax fees for 2003 also incluggd61 of tax research and consultat

(4) All other fees for the years ended December 31320@ 2002, were for billings related to the usa bifensed accounting
research product and an industry compensation gL

In addition, all other fees billed by Arthur Andersfor services rendered to the Company for 2002 %81,396, which included
audit-related fees of $42,796 and other non-aegit bf $38,600.

The Audit Committee pre-approves all audit serviamed non-audit services (including the fees amiseahereof) to be performed for
the Company by its independent auditors, as redjlnyeapplicable law or listing standards and sultethe terms of the audit and non-audit
services pre-approval policy adopted by the Auditnhittee (the “Pre-Approval Policy”). A copy of t@mpany’s Pre-Approval Policy is
attached hereto as Appendix B. The Committee mbggdee authority to one or more of its members wdqgpropriate, including the authoi
to grant pre-approvals of audit and permitted nodisservices, provided that decisions of any smelmber to grant pre-approvals are
consistent with the terms of the Pre-Approval Bodiad are presented to the full Committee at itd seheduled meeting.

11



Table of Contents

The Committee receives periodic reports from thieependent auditors as required by the Independ&tacelards Board (or any
successor body) regarding the auditors’ indeperelembiich is not less frequently than annually. Tmenmittee discusses such reports with
the auditors, and if so determined by the Commitiees appropriate action to satisfy itself of ithdependence of the auditors. The
Committee reviews the performance of the Compaimgependent auditors annually. In doing so, the @dtee consults with management
and the internal auditor and obtains and revievepart by the independent auditors describingh@)rtinternal qualityeontrol procedures, (i
material issues raised by their most recent intequality-control review, or peer review (if appisle), or by any inquiry or investigation by
governmental or professional authorities for thecpding five years, (iii) the response of the iredefent auditors with respect to any such
issues, and (iv) all relationships between thepedeent auditors and the Company. The Committeeressotation of the audit partners as
required by applicable law and listing standards.

The Audit Committee approved all non-audit serviime2003. The Audit Committee also considered Wwaethe provisions of the
services by PwC described above under “All OthasFare compatible with maintaining the independesfcPwC.

Representatives of PwC will be present at the AhNleeting of Shareholders and will have an oppatyuto make a statement to
shareholders if they so desire. The representatilealso be available to respond to questionsfishareholders. There have been no
disagreements with the independent public accotetamaccounting and financial disclosure.

SHARE OWNERSHIP OF MANAGEMENT, DIRECTORS AND NOMINE ES

The following table sets forth information as of tdla 16, 2004, with respect to the beneficial owhgref the Company’s common
stock by each director, nominee and executive @ffiamed in the Summary Compensation Table, aradl ljrectors, nominees and
executive officers as a group.

Number of Share:
of Common Stock

(Sole Voting and

Investment Powe! Percent
Except as Noted) of Clas
Name of Beneficial Owner 1)
Executive Officers
Harold M. Korell 927,86¢ 2.54%
Greg D. Kerley 454,96! 1.2€%
Richard F. Lant 278,81( *
Mark K. Boling 89,88( *
Charles V. Stever 83,74( *
Directors and Nominee
Lewis E. Epley, Jr 69,18: *
John Paul Hammerschmi 104,00( &
Robert L. Howarc 94,00( *
Vello A. Kuuskrae 8,00( &
Kenneth R. Mourtol 93,00( *
Charles E. Scharls 332,12 &
All directors, nominees and executive officers agaup (14 person: 2,635,24.(2) 7.02%

* Less than one percel

(1) Of the number of shares reported as beneficiallgealy the named individuals had the right to acquitein 60 days of March 16, 20C
through the exercise of stock options, beneficrahership of the following number of shares: Mr. Kihr521,242; Mr. Kerley, 232,418;
Mr. Lane, 122,167; Mr. Bolinc
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27,777; Mr. Stevens, 60,394; Mr. Epley, Jr., 36;000 Hammerschmidt, 84,000; 72,000 each for Meddosvard and Mourton; Mr.
Kuuskraa, 0; and Mr. Scharlau, 213,000. Also inetlith the number of shares reported as benefiaallyed are the following
restricted shares with respect to which the namédliduals have voting power but not investment powr. Korell, 84,815; Mr.
Kerley, 45,278; Mr. Lane, 45,480; Mr. Boling, 148@&nd Mr. Stevens, 3,273. The named individuadgi@e investment power for
these shares immediately upo“change in contrc”

(2) Of this number, all directors and executive officas a group had the right to acquire beneficialership of 1,487,555 shares through
the exercise of stock options within 60 de

CERTAIN TRANSACTIONS

During 2003, the Company and related entitiesgéotain legal services, paid $49,081 to the lam faf Conner & Winters, PLLC of
Fayetteville, Arkansas, of which Charles E. Schaiteof counsel. Greg Scharlau, Mr. Schasagon, is a partner in Conner & Winters, PL

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following persons were known by the Companldpeficially own more than 5% of the Company’s camrstock as of
December 31, 2003, based on their filings withSkeurities and Exchange Commission under the Sisuixchange Act of 1934.

Amount and
Percent
Nature of
Name and Address of Beneficial Of
Title of Class Beneficial Owner Ownership Class
Common Stock FMR Corporation 2,032,36(1) 5.7%

82 Devonshire Street
Boston, MA 0210-3605

(1) FMR Corporation is the parent holding company afefity Management & Research Company, an investmevisor registered under
the Investment Advisors Act of 1940. FMR holds qubever to vote or to direct the vote for 1,210,8B@res and sole power to dispose
or to direct the disposition of 2,032,367 sha

COMPENSATION COMMITTEE REPORT
Compensation Philosophy

In determining the compensation of the Chief ExeeuDfficer (the “CEQ”) and the other executiveioffrs of the Company and its
subsidiaries, the Compensation Committee makesmeemdations to the Board of Directors, and finahpensation decisions are made by
the full Board. The Compensation Committee belighas compensation should:

- relate to the value created for shareholders hygodirectly tied to the financial performance aoddition of the Company and
the particular executive offic’s contribution theretc

- reward individuals who help the Company achievslitsrt-term and longerm objectives and thereby contribute significgail
the success of the Compal

- help to attract and retain the most qualified ifdlinals in the natural gas and oil and gas produicidgstries by being
competitive with compensation paid to persons tgimilar responsibilities and duties in other camigs in the same and
closely related industries; al

- reflect the qualifications, skills, experience, aadponsibilities of the particular executive offic
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In determining executive compensation, the Compa®s peer group comparisons for each of the tlmeg@anents of compensation
described below (i.e., base salary, annual incermdmpensation and long-term incentives). The imgwgoup indices shown in the
performance chart reported in this Proxy Statermahide a number of the companies that are useddimipensation analysis. Executive
compensation paid by the Company during 2003 gdpe@responded to the 3o 75" percentile of compensation paid by comparable
companies. The Compensation Committee also takesatount the Company’s financial and operatingopemance as compared with the
industry mean and the individual performance of@oepany’s executives as compared to the Compensatmmittee’s expectations of
performance for topevel executives in general. The Compensation Cdteealso seeks the advice of outside compensetiosultants on i
compensation policies and receives evaluations flenappropriate level of management concerningpénrmance of executives within
their range of reporting responsibilities.

Changes made to the Internal Revenue Code in 1898 potentially limit the ability of the Company tleduct, for federal income
tax purposes, certain compensation in excess 0091000 per year paid to individuals named in tirarsary compensation table. The
Company believes that some of the compensationtpdlte CEO exceeded the $1,000,000 limit during32dhe Company periodically
reviews ways to maximize the deductibility of compation payments without compromising the Compaaythe Compensation
Committee’s flexibility in designing effective compsation plans that can meet the Company’s obgctind respond quickly to marketplace
needs. Although the Compensation Committee wilinftome to time review the advisability of makingatiges in compensation plans to
reflect changes in government-mandated policiegillinot do so unless it feels that such changesrathe best interest of the Company and
its shareholders.

Components of Compensation

Base Salary.  In establishing the base salaries of the CE®Dtla@ other executive officers, the Compensatiom@dtee examines
competitive peer group surveys and data in orddetermine whether the total compensation packagempetitive with compensation
offered by other companies in the natural gas drehd gas producing industries which are simitaterms of the complexity of their
operations and which offer the most direct comjoetifor competent executives. In addition, the Cengation Committee considers the
particular executive’s performance, responsibditigualifications, experience and the diverseskdbuired to profitably grow its operations
while maintaining satisfactory performance in tagulated gas distribution segment.

The Compensation Committee recognizes that chandesse salary affect other elements of compensatduding: (i) awards
under the Company’s Incentive Compensation Plgrpdhnsion benefits, (iii) Company matching porarf 401(k) and Nonqualified Plan
contributions, and (iv) life insurance and disapibbenefits. As such, adjustments to base salarpialy made after consideration of the imj
to the executive’s entire package.

Annual Incentive Compensation. The Company maintains an Incentive Compensé#tian (the “Incentive Plan”) applicable to
executives with responsibility for the Company’sjondusiness segments. The Incentive Plan is dedigmhelp the Company attract and
retain qualified employees, to further link thedfirtial interest and objectives of employees witséhof the Company and to foster
accountability and teamwork throughout the Compasysuch, the Incentive Plan is designed to engauasd reward the achievement of
cash flow targets, (2) a defined reserve replacémagio, (3) targeted present value added for etdlar of capital invested, (4) a favorable
return on equity as compared to the Company’s gemmp, (5) goals for production, expenses, resadditions and present value added for
each dollar of capital invested in the exploratm production group, (6) an adequate financiakrein its utility segment while maximizing
utility throughput, and (7) gas marketing margifsese criteria are deemed by the Compensation Cibe@nto be critical to increasing
shareholder value, and the applicability of eacthege criteria in determining awards to any paldicexecutive depends on the
responsibilities of that executive.
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Each participant in the Incentive Plan is assigaeglet, minimum, and maximum total award levelsregped as a percentage of their
base salary. A portion of each award under therivee Plan for the CEO and executive officers ioeganizational performance award ba
upon the achievement of the individual corporataricial objectives specified for the executiveh# actual level achieved for a specified
corporate performance measure is not at least ¢gtfa¢ predetermined minimum level, then the propoate award represented by the
performance measure will not be paid. An additigration is discretionary based on a subjectivduateon of the executive’s individual
performance by the Compensation Committee. Awandeuthe Incentive Plan are payable in cash, céstficommon stock of the Company,
or a combination of cash and restricted commorkstoc

In 2003, the organizational performance awards whauld be paid based on attainment of the corpgratformance measures
specified for each of the executives ranged fron79% to 60% of base salary at target, 9.4% to 3Db@se salary at minimum, and 30% to
105% of base salary at maximum. When the orgaoizatiperformance award is added to the discretjoaanrds, which are based upon the
executive’s individual performance, the combinedacould achieve a total bonus ranging from 31.26%00% of base salary at target.

For 2003, awards under the Incentive Plan for tB®@nd certain of the named executive officers wsetdo be determined by the
following performance thresholds as compared tdgtermined criteria established by the Compens&mmmittee: (1) cash flow per share,
(2) reserve replacement ratio, (3) PVI (which wérdeas the expected present value added discoantE@Ps for each dollar invested), and
(4) return on equity. Because these factors weighted approximately equal, a proportionate awarekirned for each identified factor wh
performance reaches the pre-established leve®)08, the cash flow per share and reserve replatdmesls were surpassed, while PVI and
return on equity performance levels were slightlssi than target. The Compensation Committee bhsegtidcretionary awards for these
executives on a subjective evaluation of the exeelstperformance.

Long-TermIncentives.  The long-term incentives for the Company amagased of two plans — a stock incentive plan, the
Company’s 2000 Stock Incentive Plan (the “StockaBland a goal driven plan, the Southwestern En€rgspany 2002 Performance Unit
Plan (the “Performance Plan”).

The CEO and other executive officers are eligiblparticipate in the Stock Plan. The Stock Plathesigned to attract and retain key
employees by enabling them to acquire a proprigtdeyest in the Company and by tying rewards treholder interests. The Stock Plan
provides for the granting of restricted stock, pbamstock, or options to purchase common stock®fQompany and stock appreciation
rights in such amounts as determined by the ConapiensCommittee on a discretionary basis. Granging to 2003 performance were
made at a price equal to the “Fair Market Values’dafined in the Stock Plan) of the Company’s comistock on the date of the grant. The
Stock Plan allows for the granting of cash bonuse®nnection with awards of restricted stock atodls bonuses when a participant is
required to recognize income for federal or stat®me tax purposes with respect to such awardsniiimbder of shares of the $.10 par value
common stock of the Company which may be issueéutie Stock Plan cannot exceed 1,250,000, suigjectjustment in the event of any
change in the outstanding common stock of the Comps reason of any stock split, stock dividendaggtalization, reclassification, merg
consolidation, combination, or exchange of shaseany other similar event. Upon approval of shaledrs, the 2004 Stock Incentive Plan
will replace the Stock Plan as described under tApal of the Company’s 2004 Stock Incentive Plan.”

In December 2002, the Board of Directors approted3outhwestern Energy Company 2002 PerformandeRlam. The
Performance Plan is designed to complement anmaaids of stock options and restricted stock in ptdassist in the management of
shareholder dilution, while enhancing the long-teatue of the Company. Performance units are lengricash incentives with a value based
on a predetermined set of performance measures.
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In 2003, there were 2,982 performance units awawdtda target value of $1,000 per unit to vesabét over a period of three years
from the date of the grant. Actual payout is deiaed by the attainment of certain threshold, targeti maximum performance objectives,
which pay 50% of target, 100% of target and 200%ufet, respectively, at the end of the three-pesiod. Performance objectives are
calculated weighing three-year total shareholdemrneversus a peer group and a performance mekisaven as a Reserve Replacement
Efficiency ratio (pre-tax operating cash flow die@iby finding and development costs) versus bgtbes group and a predetermined target
level.

In determining the awards granted to key employmeter the long-term incentive plans, the Compeosdfiommittee considers a
number of factors in addition to considering thalgmf attracting and retaining such employeestging their rewards to shareholder
interests. The number of awards in fiscal 2003 vbased upon an analysis of the value of long-teearitive plan awards made by the
Company’s competitive peer group. The Compens&iammittee also evaluated the performance of thepgaom the performance and
responsibility of the particular employee, and diesirability of providing a particular employee wan adequate incentive to stay with the
Company.

Mr. Korell's base salary was $454,000 for 2003, and has rethairs454,000 for 2004. Mr. Korell has a targetedual bonus awa
of 100% of base salary, with minimum and maximunaals of 30% and 140%, respectively, depending dipermchievement of corporate
performance measures. Of these awards, a portemm ésganizational performance award based upoadhievement of the corporate
financial objectives as described under the suihgatinnual Incentive Compensation” above, andaipn is discretionary based on a
subjective evaluation of Mr. Korell's performancgthe Compensation Committee and the Board of Bireand may be influenced by the
performance of individual business segments. Thagamy’s attainment of the performance measure8®3 2plus the discretionary
component, resulted in Mr. Korell being awardedaus of $570,000, or 126% of his base salary.

In addition to the factors described above, inaheteing the salary and other forms of compensaiorMr. Korell, the
Compensation Committee took into consideration Kérell’'s substantial experience and standing initicistry.

ROBERT L. HOWARD, CHAIRMAN
JOHN PAUL HAMMERSCHMIDT
KENNETH R. MOURTON
Members of the Compensation Committee

COMPENSATION COMMITTEE INTERLOCKS
AND INSIDER PARTICIPATION

The members of the Compensation Committee durildd 20e named above under the caption “Compens@bommittee Report,”
each of whom is a non-employee director. During@0ere was no interlocking relationship betwdenBoard of Directors or the
Compensation Committee and the board of directoc®@mpensation committee of any other company.
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EXECUTIVE COMPENSATION

The following table contains information with resp& executive compensation paid or set asidd&yCompany for services in all
capacities of the CEO and the next four most higlalig executive officers of the Company and itssadibries during the years indicated
below.

Summary Compensation Table

Long-Term Compensation

Payouts
Annual Compensation Awards

(@) (b) (c) (d) (e) ® @) (h) 0]
Securities
Other Restricted  Underlying

Annual LTIP All Other
Compensatior Stock Options/ Payouts Compensatior

Salary Bonus Awards SARs (#)

Name and Principal Position Year $) %) %) (2) $)(3) 4) $) %)

Harold M. Korell 200: 454,00( 570,00( 286,13°(5) 486,00¢ 61,18( - 17,33(6)
President, Chief Executive 300,60: 95,00( - 16,00¢
Officer and Chairman of the 2002 433,000 520,00( 417,10° 438,91¢ 33,75( - 18,87¢
Board

2001 433,00( 536,00( 638,16¢

Greg D. Kerley 200¢ 285,000 245,00( 152,39(7) 252,83« 31,82( - 10,88((8)
Executive Vice President and 159,65¢ 49,33( 82¢€ 10,05¢
Chief Financial Officer 200; 272,000 232,00( 233,64! 227.93¢ 18,75( 95,61

2001 272,000 239,00( 354,75;

Richard F. Lane 200z 273,00( 219,00( 152,39°(9) 252,83« 31,82( - 10,42:(10)
Executive Vice President, 161,72 50,00( - 9,61
Southwestern Energy Product 2002 260,00 200,00( 231,16. 231,03« 18,75( - 8,18¢
Company and SEECO, Inc. (1

Mark K. Boling 200¢ 241,00( 200,00( 75,76¢11) 119,23( 15,00( - 9,20((12)
Executive Vice President and 117,09! 53,33( - 7,47(C
General Counsel 200: 230,00( 160,00( - 175,43¢ - - -

2001 - - -

Charles V. Stevens 200: 144,00  20,00( 17,67¢13) 17,96¢ 2,27( - 5,50((14)
Senior Vice President, Arkans 25,00( 19,10: 18,68( 4,03( - 5,171
Western Gas Company (1) 200: 140,00¢  25,00( 21,49¢ 23,13¢ 1,20(C - 4,952

2001 136,00(

(1) Southwestern Energy Production Company, SEECO, &mcl Arkansas Western Gas Company are wholly-owunbdidiaries of the
Company

(2) Does not include the value of perquisites or opfegsonal benefits (if any), the aggregate amounmthich is less than (i) $50,000 or (ii)
10% of the total amount of annual salary and bdauany named executive office

(3) The restricted stock awards issued in 2003 veabhabver four years. The value of all nonvestedrieted shares held by Messrs.
Korell, Kerley, Lane, Boling, and Stevens, at Deben31, 2003, was $2,027,079; $1,082,144; $1,026$407,041; and $78,225,
respectively. The Company does not currently paiddinds on its common stoc

(4) Consists solely of options to acquire shares offbmpan’s common stock
(5) Includes $278,757 as a bonus for the payment ohiectaxes related to the restricted stock granterdaring 2003

(6) Includes $13,594 as the Company matching portict0t{k) and Nonqualified Plan contributions and783, as the cost of life
insurance

(7) Includes $145,017 as a bonus for the payment ofiectaxes related to the restricted stock granterdaring 2003
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(8) Includes $8,534 as the Company matching portic#0d{k) and Nonqualified Plan contributions, and3#8, as the cost of life
insurance

(9) Includes $145,017 as a bonus for the payment ohiectaxes related to the restricted stock granterdaring 2003

(10) Includes $8,174 as the Company matching portio#0dfk) Plan contributions and $2,247 as the cobfeoinsurance

(11) Includes $68,386 as a bonus for the payment ohirectaxes related to the restricted stock grantserdadng 2003

(12) Includes $7,216 as the Company matching portic#0d{k) and Nonqualified Plan contributions and 84,8s the cost of life insuranc
(13) Includes $11,556 as a bonus for the payment ohirectaxes related to the restricted stock grantsrdadng 2003

(14) Includes $4,315 as the Company matching portiof0d{k) contributions and $1,185 as the cost ofifilrirance

OPTION/SAR GRANTS IN LAST FISCAL YEAR

Potential Realizable Value at
Assumed Annual Rates of Stock
Price Appreciation for

Individual Grants Option Term (3)
(@) (b) () (d) (e) ® (@) (h)
% of Total
Number of )
Securiies  Optons/
Underlying Granted to Exercise
Options/ or Base
SARs Employees Price o
Granted (1) i Fiscal ($/sh) (2 Expiration 0% ($)
Name Year Date 5% ($) 10% ($)
Harold M. Korell 61,18( 27.€% 21.1¢ 12/10/1: - 813,37¢ 2,061,25!
Greg D. Kerley 31,82( 14.2% 21.1¢ 12/10/1: - 423,04. 1,072,07.
Richard F. Lant 31,82( 14.2% 21.1¢ 12/10/1: - 423,04: 1,072,07.
Mark K. Boling 15,00( 6.8% 21.1¢ 12/10/1: - 199,42: 505,37¢
Charles V. Stever 2,27( 1.C% 21.1¢ 12/10/1 - 30,17¢ 76,48(

(1) Consists solely of options to acquire shares oftbmpany’s common stock. All options vest and bee@xercisable ratably over three
years beginning one year from the date of graimharediately upon “change in control.” All options expire after teears from the
date of grant but may expire earlier upon termaratf employment

(2) The exercise price reflects the Fair Market Valtithe Compan’s common stock on the date of gre

(3) Potential realizable values are reported net obiten exercise price, but before taxes associatttdexercise. The dollar amounts
shown are the result of calculations using 0%, 5% ¥0% rates of appreciation from the exerciseepuit the date of grant until
immediately prior to the expiration date as speditby the Securities and Exchange Commission andairintended to forecast
possible future appreciation, if any, of the Compsustock price. The assumed annual appreciatic@¥ofnd 10% on the options
granted at $21.14 would result in the price of@menpany’s stock increasing to $34.43 and $54.&heetively. Realization by
optionees of the amounts shown is dependent orefirtareases in the price of the Company’s comntocksand the continued
employment of the optionee with the Company. Thiioopg have no value if the Company’s common stamschot appreciate, as
shown in the 0% columi
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AGGREGATED OPTION/SAR EXERCISES IN LAST FISCAL YEAR
AND FY-END OPTION/SAR VALUES

@ (b) © (d) (e)

Number of Securities Value of Unexercised
Underlying Unexercised In-the-Money Options/SARs
Options/SARs at FY-End (#) at FY-End ($) (3)
Shlares value
Acquired on Realized ($) (1 Exercisable (2 Unexercisable (2 Exercisable (2 Unexercisable (2
Name Exercise (#)

Harold M. Korell 24,00( 180,00( 521,24 135,76: 8,597,13 1,236,61!
Greg D. Kerley 3,247 244 282,41¢ 70,95¢ 4,432,14 648,49:
Richard F. Lant - - 122,16 71,401 1,994,04. 654,44!
Mark K. Boling - - 17,777 50,55! 247,39( 549,36t
Charles V. Stever 8,24 48,96( 60,39« 5,35¢€ 817,38 50,09¢
(1) Reflects the difference between the market valub@thares at the exercise date and the optioniseerice
(2) Options generally vest and become exercisablelyatafer three years beginning one year from the dagrant or immediately upon a

(3)

“change in control” as defined under “Agreements€awning Employment and Changes in Control.” Alfiops granted prior to 1994
that have not been exercised have expired. Albogtgranted from 1994 through 2003 expire afterygars from the date of grant but
may expire earlier upon termination of employm:

Values are calculated based on the difference lgettlee exercise price of the options and the aippiice on the New York Stock
Exchange of the Compa’s common stock on December 31, 2003 ($23.90/st

LONG-TERM INCENTIVE PLANS — AWARDS IN LAST FISCALY EAR

Estimated Future Payouts
under Non-Stock Price-Based Plans (3)

@ (b) (© (d) (e) ®

Number of
Shares, Unit: P%:%T;Z?Ce
or Other Period‘UntiI
. \ Maturation or
Rights (#) (1, e Threshold Target Maximum
Name Payout (2) $) %) %)
Harold M. Korell 673 12/31/0¢ 336,50( 673,00( 1,346,00!
Greg D. Kerley 35C 12/31/0¢ 175,00( 350,00( 700,00(
Richard F. Lant 35C 12/31/0¢ 175,00( 350,00( 700,00(
Mark K. Boling 16t& 12/31/0¢ 82,50( 165,00( 330,00(

1)
()
(3)

Charles V. Stever 25 12/31/0¢ 12,50( 25,00( 50,00(

All performance units have a target value of $1,8@0 the actual value determined by the final perfance levels achieved for the
award performance period of three ye.

Performance units vest 1/3 per year beginning erfitht anniversary of the date of the grant. Pagagurs at the end of the three-year
period upon achievement of performance crite

Actual payout is determined by the attainment ofate threshold, target and maximum performanceabjes, which pay 50% of
target, 100% of target and 200% of target, respelgti If minimum threshold levels are not achievibdtn no awards will be give
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AGREEMENTS CONCERNING EMPLOYMENT AND CHANGES IN CON TROL

Effective February 17, 1999, the Company enteramlamended Severance Agreements with Messrs. KamdlKerley that replaced
substantially similar severance agreements whiale weeviously in place. The Company entered inteence Agreements with Messrs.
Lane, Boling, and Stevens on January 15, 2001;adgrly 2002; and February 17, 1999; respectivehe $everance Agreements provide that
if within three years after a “change in controf'tbe Company, the officer's employment is term@ehby the Company without cause,
Messrs. Korell, Kerley, Lane and Boling are entitte a payment equal to the product of 2.99 andtheer’s “base amount,” while Mr.
Stevens is entitled to a payment equal to the mioai2.0 and his “base amount.” “Base amount"@firced as base salary as of the
executive’s termination date plus the maximum basportunity available to the executive under theehtive Compensation Plan. In
addition, the officer will be entitled to continugdrticipation in certain insurance plans and fihgnefits from the date of the termination of
employment until the earliest of (a) the expiratafrthree years, (b) death, or (c) the date h&dsded a comparable benefit at comparable
cost by a subsequent employer.

The named executives are also entitled to the aegerbenefits described above if within three yaftes a “change in control” they
voluntarily terminate employment with the Compaany fgood reason.”

For purposes of the severance agreements, a “climegatrol”includes (i) the acquisition by any person (otlhemt in certain case
an employee of the Company) of 15% or more of tam@any’s voting securities, (i) approval by thengiany’s shareholders of an
agreement to merge or consolidate the Companyamitither corporation (other than certain corporaticontrolled by or under common
control with the Company), (iii) certain changeghie composition of the Board of Directors of then@pany, (iv) any change in control wh
would be required to be reported to the sharehsldethe Company in a proxy statement and (v) ardehation by a majority of the Board
Directors that there has been a “change in contrmothat there will be a “change in control” upde toccurrence of certain specified events
and such events occur. “Good reason” includesr@daction in the employee’s employment statuesponsibilities, (ii) a reduction in the
employee’s base salary, (iii) a change in the eygats principal work location, and (iv) certain atdse changes in the Company’s incentive
or other benefit plans.

The Company’s various long-term incentive plans apiibn agreements issued upon employment protateail outstanding stock
options and all limited, tandem, and stand-alonekstaippreciation rights become exercisable immeljiatpon a “change in control.” The
plans and other option agreements also provideathperformance units and shares of restrictedmrahtom stock which have not previot
vested or been cancelled or forfeited shall vestéatiately upon a “change in control.” For purposkthe plans, a “change in contrdias th
same meaning contained in the Company’s Severagoeefents as defined above.

The Company’s Incentive Compensation Plan providasall restrictions on shares of restricted stp@ated pursuant to the
Incentive Plan shall lapse upon a “change in cdjfitas defined in the Company’s Severance Agreeméittis plan also provides that upon a
participant’s termination of employment under ciertzonditions on or after a “change in control” détermined but unpaid Incentive Awards
shall be paid immediately, and any undetermined@dsvshall be determined and paid based on projgetddrmance factors calculated in
accordance with the plan.
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PENSION PLANS

Prior to January 1, 1998, the Company maintainedditional defined benefit plan (the “Pension P)amith benefits payable based
upon average final compensation and years of serfiffective January 1, 1998, the Company amenddeension Plan to become a “cash
balance” plan on a prospective basis for its namduiaing employees. A cash balance plan providesfite based upon a fixed percentage of
an employee’s annual compensation.

Employees who were participants in the Pension &aof January 1, 1998 are entitled to annual ltsreyable upon retirement
based upon current remuneration and years of settiough December 31, 1997 as follows:

Years of Service Through December 31, 1997

Remuneration 5 10 20 30
$120,00C $ 9,00( $18,00( $ 36,00( $ 54,00(
150,00C 11,25( 22,50( 45,00( 67,50(
180,00C 13,50( 27,00( 54,00( 81,00(
210,00C 15,75( 31,50( 63,00( 94,50(
240,00C 18,00( 36,00( 72,00( 108,00(
270,00C 20,25( 40,50( 81,00( 121,50(
300,00C 22,50( 45,00( 90,00( 135,00(
330,00C 24,75( 49,50( 99,00( 148,50(
360,00C 27,00( 54,00( 108,00( 162,00(
390,00C 29,25( 58,50( 117,00( 175,50(
420,00C 31,50( 63,00( 126,00( 189,00(
450,00C 33,75( 67,50( 135,00( 202,50(
480,00C 36,00( 72,00( 144,00( 216,00(
Years of
Credited
TSher(r)\Li;ﬁ Current
Remuneration
12/31/97 Covered Undel
Name the Plans (1)
Harold M. Korell 1 $ 454,00(
Greg D. Kerley 8 285,00(
Richard F. Lant - 273,00(
Mark K. Boling - 241,00(
Charles V. Stever 26 144,00(

(1) The Internal Revenue Code (the “Code”) limits bibith amount of compensation that may be used fqrgsas of calculating a
participant’s Pension Plan benefit and the maxinammual benefit payable to a participant under gresidn Plan. For the 2003 plan
year, (i) a participa’'s compensation in excess of $200,000 is disreghfatepurposes of determining average compensatioi(ii) the
maximum annual Pension Plan benefit permitted utfdeCode is $160,000. The numbers presented itathe disregard these
limitations because the Company’s Supplementar&egnt Plan (“SERP”), discussed below, providetigipants with a supplemental
retirement benefit to compensate them for the &ittoh on benefits imposed by the Co

The Company’s Pension Plan provides for definecfinto eligible officers and employees in thergvaf retirement at a specified
age based on number of years of service througlkerleer 31, 1997 and average monthly compensationgdtire five years of highest pay
the last ten years before terminating.

Under the cash balance provisions of the Pensiam, Rihich became effective January 1, 1998, eadltipant has a hypothetical
account, for recordkeeping purposes only, to whigdlits are allocated annually
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based upon a percentage of the participant’s reratior. The applicable percentage is equal to 6% ph additional percentage for
participants in the Pension Plan as of Januar@381The additional percentage is based upon &ipant's age, and is designed to
approximate any lost benefits due to the changedash balance plan. The additional percentagguial €0 6.3% for Mr. Korell, 3.7% for Mr.
Kerley, and 4.3% for Mr. Stevens.

All balances in the cash balance account alsoaéixed rate of interest that is credited annudllye interest rate for a particular y:
is the annual rate of interest of the B&ar treasury securities for November of the pyar with a minimum of 6%. Interest is creditedaw
as the participant’s balance remains in the PerRian.

At retirement or termination of employment, theteelsamount credited to a participant is payabliaéoparticipant in the form of a
lump sum or in lifetime monthly payments. The estied annual benefit payable upon retirement rel@té¢lde cash balance provisions of the
Pension Plan and SERP at December 31, 2003, ig&¥&r Mr. Korell, $110,110 for Mr. Kerley, $658®or Mr. Lane, $48,781 for Mr.
Boling, and $34,905 for Mr. Stevens. These propertiare based on the following assumptions; (1)qgi@ent remains employed until age |
(2) the 2003 remuneration remains constant; anth{@)est credit of 6.00% for all years.

On May 31, 1989, the Company adopted a SupplemBetilement Plan which provides benefits equah&amount which would |
payable under the Pension Plan in the absenceatafrcémitations of the Code, less the amount aliyupaid under the Pension Plan. In the
event of a “change in control” as defined under fé@gments Concerning Employment and Changes in @drtre benefits of a participant
then employed by the Company would be determinéfiths participant had credit for three additiogahrs of service.

The remuneration covered by the Pension Plan iesluchges and salaries but excludes incentive anaodsses, and fees. The
benefit amounts listed above are not subject todmalyictions for Social Security benefits or othiésed amounts.

EQUITY COMPENSATION PLANS

The following table sets forth certain informatias of December 31, 2003, concerning outstandirgk siptions under all of the
Company’s equity compensation plans, the weightedagye exercise price of the outstanding optiouista@ number of shares available for
future issuance under the plans.

(@) (b) ©

Number of Shares

to be Issued Upon Weighted-Average
Exercise of Exercise Price of Numpgr of Shgres
Outstanding Options Outstanding Options Remaining Available
Plan Category For Future Issuance
Equity compensation plans approved by shareho(dg 2,134,20: $ 11.12 102,85!
Equity compensation plans not approved by sharehs|) 392,70t 9.4: 54,11:
Total 2,526,91I $ 10.8¢ 156,96°

(1) Consists of the Southwestern Energy Company 198&Shcentive Plan, the Southwestern Energy Comd&98 Stock Incentive Pl:
for Outside Directors, and the Southwestern En€gympany 2000 Stock Incentive Pl

(2) Consists of the Southwestern Energy Company 200@dyme Stock Incentive Plan (the “2002 EmployeenBland equity
compensation that was issued to non-executivessffiand new employees upon hiring. Grants genarathpred the 1993 Stock
Incentive Plan or the 2000 Stock Incentive Plan virere issued separate and apart from these flansal of 300,000 shares of
Common Stock has been reserved for issuance umel@002 Employee Plan, of which 54,112 were avigldy future awards as of
December 31, 2003. Under the 2002 Employee Pldyn katy employees who are neither directors nor ettee officers of the Compa
subject to Section 16 of the Securities ExchangeoAt934 are eligible to receive awards. The 2B6%loyee Plan was approved by
the Board of Directors and is administered by tbenfensation Committe
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STOCK PERFORMANCE GRAPH

The following graph compares for the last five wedhe performance of the Company’s common stotkd®&P Smallcap 600
Index and the Dow Jones Oil—Secondary Index. ThartGissumes that the value of the investment ilCtrapanys common stock and ez
index was $100 at December 31, 1998, and thatatlehds were reinvested.
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S&P Smallcap 600 Inde $10C $11z $12¢ $134 $114  $15¢
Dow Jones Oi- Secondary Inde $10C $11E $184 $16¢ $17E  $227

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act o#41@Rjuires the Company’s directors and executifiees, and persons who own
more than ten percent of the Company’s common stoadleport their initial ownership of the commdock and any subsequent changes in
that ownership to the Securities and Exchange Casian and the New York Stock Exchange, and to $trittie Company with a copy of
each such report.

To the Company’s knowledge, based solely on rewitthe copies of such reports furnished to the Camy@and written
representations that no other reports were requitdirectors, executive officers and more thempercent stockholders complied with all
applicable Section 16(a) filing requirements.
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PROPOSAL NO. 2
APPROVAL OF THE COMPANY’S 2004 STOCK INCENTIVE PLAN

On February 17, 2004, the Board of Directors adbfite Southwestern Energy Company 2004 Stock IheeRtan (the “Plan”),
subject to the approval of shareholders. This Rlamtended to promote the interests of the Commantyits shareholders by providing the
employees of Southwestern Energy Company, whoaagelly responsible for the management, growth aotkgtion of the business of the
Company, and non-employee directors of Southwe&nargy Company with incentives and rewards to erage them to continue in the
service of the Company. The Board of Directorseyals the Plan will give the Company the abilityteard amounts and types of equity-
based incentive compensation in an efficient maimmarvariety of circumstances and situations winay arise.

Upon shareholder approval, the Plan will replacetBeestern Energy Company’s 2000 Stock Incentiam Rhd Southwestern
Energy Company’s 2002 Employee Stock Incentive Rlaa “prior plans”). The Company shall not have tight to grant new Incentive
Awards in substitution for or upon cancellationootstanding Incentive Awards previously grante@nticipants under the Plan or any of the
Company’s prior plans. Under the Plan and the pians, shares of Restricted Stock that do notaredtare forfeited back to the Company
shall not be counted as used for purposes of detemgithe maximum number of shares available feudmce under the Plan. If any portiol
an option or a stock appreciation right (“SAR") mise price or related taxes is satisfied by teindeshares of Common Stock to the
Company, to the extent permitted under the requeremof Code Section 422, only the shares isswdfrihe shares tendered or withheld, if
any, will be used for purposes of determining treximum number of shares available for grant unidem™lan.

The Plan appears &ppendix A to this Proxy Statement. The following descriptadrthe Plan is subject, in all respects, to thealct
terms of the Plan.

The Plan will make available to the Board of Dimsta sufficient number of shares of Common Stodla} provide additional
equity-based incentives to those key employeescpating in the prior plans, (b) provide a largeimber of key employees with incentive
compensation commensurate with their positionsraggonsibilities, and (c) provide the Company’s-eamployee directors with an equity
interest and appropriate incentives and rewaré@mnoourage them to take a long-term outlook whemdteiting Company policy. The
maximum number of shares of Common Stock of the izom that may be issued under the Plan is 2,100&4res issued under the Plan
may be authorized but unissued shares of Commark $tdreasury shares. The closing price per sbia@mpany’s Common Stock on the
New York Stock Exchange as of March 16, 2004 w&s %2

The Plan provides for the grant of (i) Options), 8ARs, (iii) shares of Restricted Stock and, Réstricted Stock Units, (collectively,
“Incentive Awards”). Key employees and non-emplogéectors of the Company and its subsidiaries bélleligible to receive grants of
Incentive Awards. The maximum number of sharesmh@on Stock available for issuance pursuant toritiee Stock Options (“1ISOs”),
Non-Qualified Stock Options (“NQOs"), and SARs shal 1,750,000. The maximum number of shares of ConBtock available for
issuance pursuant to Restricted Stock and Restriétizck Units shall be 550,000. The maximum aggeegamber of shares of Common
Stock with respect to which Options and SARs magta@ted in any one Plan year to any one Partitiglzall be 400,000. The maximum
aggregate number of shares of Common Stock witierdto which Restricted Stock or Restricted Stdoks in any one Plan year to any «
Participant shall be 300,000.

The Compensation Committee of the Board of Directmministers the Plan. The Compensation Commitiiésatisfy the
requirements of Section 162(m) of the Internal RexeCode and Rule 16b-3 under the Securities Exghant of 1934 with respect to being
comprised of independent non-employee directors. Gbmpensation Committee will determine which keykyees receive grants of
Incentive Awards, the type of Incentive Awards geahand the number of shares subject to each imeeitvard. No Incentive Award may
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be granted under the Plan after February 17, 2BdMject to the terms of the Plan, the Compens&mmnmittee will also determine the
prices, expiration dates and other material featoféhe Incentive Awards granted under the Plan.

The Compensation Committee may, in its absolutereli|on, without amendment to the Plan, (i) acatkethe date on which any
Incentive Awards granted under the Plan becomedesiercisable or transferable, or (ii) extendténm of any such Incentive Award,
including, without limitation, extending the periéallowing a termination of a Participant’s emplognt during which any such Incentive
Award may remain outstanding, or (iii) waive anyddions to the vesting, exercisability or transfglity, as the case may be, of any such
Incentive Award. In no event shall any new Incemtfwards be issued in substitution for outstandimgntive Awards previously granted to
Participants, nor shall any repricing (within theaning of U.S. generally accepted accounting mastor any applicable stock exchange 1
of Incentive Awards issued under the Plan be péethiat any time under any circumstances, in eash galess the shareholders of the
Company expressly approve such substitution oidiegr.

The Compensation Committee will have the authddtinterpret and construe any provision of the Rlad to adopt such rules and
regulations for administering the Plan as it deaestessary. All decisions and determinations ofXbmpensation Committee are final and
binding on all parties. The Company will indemnéigch member of the Compensation Committee agaigst@st, expense or liability arisi
out of any action, omission or determination relgtio the Plan, unless such action, omission @rdebation was taken or made in bad faith
and without reasonable belief that it was in thst literest of the Company.

The Board of Directors may at any time amend tlae Il any respect; provided, that, if and to theeirequired by Rule 16b-3
promulgated under Section 16(b) of the ExchangeoAbtly any comparable or successor exemption unbih the Board of Directors
believes it is appropriate for the Plan to qualdy|f and to the extent required under Section dPthe Internal Revenue Code of 1986 (the
“Code”), no amendment may (i) increase the numbshares of Common Stock that may be issued uh@ePlan, (i) materially increase the
benefits accruing to individuals holding Incent&eards, (iii) materially modify the requirementstaseligibility for participation in the Plan,
or (iv) increase the number of Incentive Awardg thay be granted to any one individual.

The Compensation Committee has the authority toentlads grant, vesting or settlement of any Incerdiward issued or to be issued
under the Plan contingent upon the achievementexied performance measures. These performanasures include: (1) present value
per dollar invested; (2) relative total shareholagdurn; (3) reserve replacement efficiency; (4alt®&M costs per therm; (5) therms delive
per employee; (6) return on assets; (7) cash flemspare; (8) earnings per share; (9) return oityed0) net income; (11) production; and
(12) reserve additions.

The Compensation Committee also has the authaoritgé any other performance measures in connestibrawards under the Plan
that are not intended to qualify as “performancseliacompensation” as defined in Section 162(mhefGode.

A summary of the most significant features of theeintive Awards follows.

Options.  All Options granted under the Plan shall leniéfied in the agreement evidencing such Optiansidner ISOs or NQOs.
The exercise price of each Option granted undePtae shall not be less than 100% of the Fair Mavliedue of a share of Common Stock on
the date on which such Option is granted. EachdBshall be exercisable for a term, not to excesers (7) years, established by the
Compensation Committee on the date on which sudto@js granted. The exercise price shall be paith¢ Company in cash or its
equivalent, or, subject to the approval of the Cengation Committee, in shares of Common Stockitha¢ been owned by the Participant
for at least six months prior to the effective dattexercise and valued at their Fair Market Valnghe date of exercise. ISOs may not be
granted to non-employee directors.
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Upon the occurrence of a change in control of them@any (a “Change in Control”), all Options grantetler the Plan and
outstanding shall immediately vest and become ésadske and remain exercisable until their expiratiermination or cancellation pursuant
to the terms of the Plan and the agreement evidgrszich Options.

A Change in Control of the Company includes: (8 #ttquisition by any person (other than, in certases, an employee of the
Company) of 20% or more of the Company’s votingusigies, (ii) approval by the Company’s sharehatdefran agreement to merge or
consolidate the Company with another corporatidhejothan certain corporations controlled by oramzbmmon control with the Company),
(iii) certain changes in the composition of the Bbaf Directors of the Company, (iv) any changeamtrol which would be required to be
reported to the shareholders of the Company irogypstatement and (v) a determination by a majaritthe Board of Directors that there has
been a “change in control” or that there will b&hange in control” upon the occurrence of cersprcified events and such events occur.

The aggregate Fair Market Value of the shares ofifon Stock covered by ISOs granted to any individander the Plan that may
be exercisable shall not exceed $100,000. To ttengxf any, that such aggregate Fair Market Vdilmitation is exceeded, the ISOs granted
to such Participant shall, to the extent and inaifteer required by regulations, automatically berded to be NQOs, but all other terms and
provisions of such ISOs shall remain unchanged.

No ISO may be granted to an individual if, at timeet of the proposed grant, such individual ownsertban ten percent of the total
combined voting power of all classes of the Comfm@pmmon Stock, unless the Stock Option has arceseeprice of at least one hundred
and ten percent of the Fair Market Value and isaxetcisable until five years from the date thecKtOption is granted.

Sock Appreciation Rights.  The Compensation Committee may grant SARs putsio the Plan. The exercise price of each SAR
granted under the Plan shall be not less than 1fG#e Fair Market Value of a share of Common Stockhe date on which such SAR is
granted. The exercise of a SAR with respect torabar of shares prior to the occurrence of a Cham@mntrol shall entitle the employee to
an amount in cash, for each share, equal to thesexaf (i) the Fair Market Value of a share of Camrtock of the Company on the date of
exercise over (ii) the per share exercise pridh®SAR, or the equivalent value in shares of Com@imck or the combination of cash and
shares of Common Stock, all as determined by thepgeasation Committee. The exercise of an SAR veisipect to any number of shares of
Common Stock upon or after the occurrence of a Gham Control shall entitle the Participant to att@ayment for each share, equal to the
excess of (i) the greater of (A) the highest pfee share of Common Stock paid in connection witthsChange in Control or (B) the Fair
Market Value of a share of Common Stock on thectiffe date of exercise, over (ii) the per shara@se price of the SAR. Each SAR shall
be exercisable for a term, not to exceed sevepe@s, and such other terms as the Compensatiom@w@a may establish.

Upon the occurrence of a Change in Control, any §AdRted under the Plan and outstanding at suehghall become fully and
immediately vested and exercisable and shall reesaéncisable until its expiration, termination @ncellation pursuant to the terms of the
Plan.

Restricted Stock and Restricted Stock Units.  The Compensation Committee may grant shar&esfricted Stock or Restricted St
Units pursuant to the Plan. A grant of shares dtiReged Stock or Restricted Stock Units represtregpromise of the Company to issue
shares of Common Stock of the Company on a predated date (the “Issue Date” or “Vesting Date”at®articipant, provided the
Participant is continuously employed by or sentimg Company until that time. Prior to the vestifighe shares, the shares are not
transferable by the Participant and are forfeitahtehe time of the grant of shares of Restricsack or Restricted Stock Units, the
Compensation Committee may impose restriction®oditions, not inconsistent with the provisiongtwé Plan, including, but not limited to,
performance criteria and continued employment fgpecified time period. The Compensation Committeg grant, in connection with a
grant of Options or shares
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of Restricted Stock or Restricted Stock Units, shcdax” bonus, in an amount to be determined by the ConapiensCommittee to enable t
Participant to pay any federal, state or local $asing as a result of the exercise of any syatio@s or the award or vesting of any such
Restricted Stock or Restricted Stock Units.

Upon the occurrence of a Change in Control, alfehaf Restricted Stock and Restricted Stock Uh#s have neither vested nor
been cancelled or forfeited will automatically vest

Company Tax Deduction.  Section 162(m) of the Code limits the abilifypablicly held companies to deduct compensatidd pa
during a fiscal year to a “covered employee” (aéndel in Section 162(m)) in excess of $1,000,000ess such compensation qualifies as
“performance-based compensation” (as defined ini@e&62(m) or meets another exception specifieBantion 162(m)). Generally, most
types of Incentive Awards granted under the Plaiulshbe deductible by the Company without regarth&limit set by Section 162(m).
However, the Plan does permit some types of Ineemtivards to be granted that would be subject b $imit and that would not qualify as
“performance-based compensation” (as defined ini@et62(m) or meets another exception specifieBantion 162(m)). In such case, the
Company’s deductions with respect to such Incemiw@rds would be subject to the limitations impobgdsection 162(m).

Federal Income Tax Consequences

NQOs. A Participant will not recognize any taxabledame at the time a NQO is granted, nor will the @any be entitled to a
deduction at that time. Upon exercise of an NQ® Rhrticipant will recognize compensation taxaklerminary income, subject to
withholding, in an amount equal to the excess §fttee Fair Market Value of the shares receivednaenetxercise of the NQO over (B) the
exercise price of the NQO. The Company generalliyhei entitled to a tax deduction in an amount étm#he amount of compensation
taxable as ordinary income recognized by the Rjpatitt.

Upon any subsequent sale of the shares acquiredthpaexercise of an NQO, any gain (the excesseoimount received over the
Fair Market Value of the shares on the date orglimrome was recognized) or loss (the excess of#iieMarket Value of the shares on the
date ordinary income was recognized over the ammaeived) will be a long-term capital gain or lifsthe sale occurs more than one year
after such date or recognition and otherwise vélbbshort-term capital gain or loss.

If all or any part of the exercise price of an N@®aid by the Participant with shares of Commatks{including, based upon
proposed regulations under the Code, shares pyiaaquired on exercise of an 1SO), no gain os le#l be recognized on the shares
surrendered in payment. The number of shares mtt@inm such exercise of the NQO equal to the numwianares surrendered will have the
same basis and holding period, for purposes ofméteng whether subsequent dispositions resulbmgiterm or short-term capital gain or
loss, as the basis and holding period of the stsneendered. The balance of the shares receivedanexercise will be treated for federal
income tax purposes as described in the precediragmphs as though issued upon the exercise df@ for an exercise price equal to the
consideration, if any, paid by the Participantasit. The Participant’s compensation, which is thxab ordinary income upon such exercise,
and the Company’s deduction, will not be affectgdubether the exercise price is paid in cash ahisres of Common Stock.

ISOs. In general, a Participant will not recognizg saxable income at the time an 1SO is grantedpanuts exercise, although the
exercise is an adjustment item for alternative minih tax purposes and may subject the Participathietalternative minimum tax. Upon
disposition of the shares acquired on exercise®f$0O more than two years after the grant of 8@ &nd one year after the exercise of the
ISO, the gain (if any) on a subsequent sale (tltessxof the amount received over the exercise)pidess (if any) on a subsequent sale (the
excess of the exercise price over the amount redgivill be a long-term capital gain or loss.

If, however, a Participant sells any shares acduireexercise of an 1ISO within two years afterdage of grant of the ISO or within
one year after the exercise of the 1SO, the disiposis a “disqualifying
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disposition,” and the Participant will recognize@me in the year of the disqualifying dispositiaual to the excess of the amount received
for the shares over the exercise price. Of thairme, the portion equal to the excess of the Faikbtd/alue of the shares at the time the ISO
was exercised over the exercise price will be égtals compensation to the Participant, taxabledisasy income, and the balance (if any)
will be long-term or short-term capital gain depieigdon whether the shares were sold more than eaeafter the ISO was exercised. If the
Participant sells the shares in a disqualifyingpdsstion at a price that is below the exerciseqyribe loss will be a short-term capital loss if
the Participant has held the shares for one yelmserand otherwise will be a long-term capitaslos

If a Participant uses shares acquired upon theseeof an ISO to exercise an ISO, and the salleeoghares so surrendered for cash
on the date of surrender would be a disqualifyiisgalsition of such shares, the use of such sharesarcise an 1SO also would constitute a
disqualifying disposition. In such case, proposgliations under the Code appear to provide tliatdasequences described above with
respect to disqualifying dispositions would ap@ycept that no capital gain would be recognizeth wéspect to such disqualifying
disposition. In addition, the basis of the surreedeshares would be allocated to the shares achuiren exercise of the ISO, and the holding
period of the shares so acquired would be detedninea manner prescribed in proposed regulatioeuthe Code.

If a Participant uses shares acquired upon theimeeof an ISO to exercise an ISO and such useabf shares does not constitute a
disqualifying disposition of the shares so surreeder, if the Participant uses other shares ofXtmmpany to exercise an ISO, the Participant
will not recognize any income or gain or loss ugaercise of the ISO. In such case, the basis ofih@ndered shares would be allocated to
the shares acquired upon exercise of the ISO,fentidlding period of the shares so acquired woalddiermined, in a manner prescribed in
proposed regulations under the Code.

The Company is not entitled to a deduction as ¢lsalt of the grant or exercise of an ISO. Howeiex Participant realizes ordinary
income as a result of a disqualifying dispositithe Company will generally be entitled to a deducif an equivalent amount in the taxable
year of the Company in which the disposition occ

SARs. A Participant will not be deemed to receive anyme at the time a SAR is granted, nor will the Campbe entitled to a
deduction at that time. However, when any parhef$AR is exercised, the Participant will be deetodtave received compensation taxable
as ordinary income in an amount equal to the amofucash the Participant is entitled to receiverupach exercise, whether or not the SA
exercised for cash or shares of Common Stock. Tmepany generally will be entitled to a deductiommamount equal to the amount of
ordinary income recognized by the Participant.

Restricted Stock and Restricted Stock Units. A Participant will not recognize any taxable incoatghe time shares of Restricted Stock
or Restricted Stock Units are granted or issuedwilbthe Company be entitled to a deduction atttme. However, when shares of
Restricted Stock or Restricted Stock Units vest,(no longer subject to a substantial risk ofdituire), the Participant will recognize
compensation taxable as ordinary income, subjesitttholding, in an amount equal to the Fair Mareatue of the shares of Restricted St
or Restricted Stock Units on the date on which thest. If, however, a Participant files an electimaer Section 83(b) of the Code with the
IRS within thirty days of the issuance of the Riettd Stock or Restricted Stock Units, the Paréoipwill recognize compensation taxable as
ordinary income in an amount equal to the Fair Makkalue of the shares of Restricted Stock or Restt Stock Units on the date on which
they are issued. The Participant will not be esditio a deduction if the Restricted Stock is subsetly forfeited. The Company will generg
be entitled to a deduction in an amount equal écatnount of ordinary income recognized by the Bigdnt.

THE BOARD OF DIRECTORS URGES YOU TO VOTE FOR THE PROPOSAL TO ADOPT THE 2004 STOCK INCENTIVE
PLAN.
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PROPOSALS FOR 2005 ANNUAL MEETING

Shareholder’s proposals intended to be presentine 2005 Annual Meeting of Shareholders must beived by the Company at its
principal offices not later than November 30, 204 ,inclusion in the 2005 Proxy Statement and fafrproxy. Proposals intended to be the
subject of a separate solicitation may be broughtre the 2005 Annual Meeting by shareholders pieithat written notice of any such
proposal is received at the Company’s principatakee offices not less than 50, nor more thandéys prior to the called meeting date. If
less than 65 days notice of the Annual Meetingvsmy written notice of any such proposal mustdxeived no later than the close of busi
on the 15th day following the day on which noti¢eéle Annual Meeting date was mailed. The Compahy4aws require that notices of
shareholder proposals contain certain informatlmmudany proposal and the proposing shareholdenpd of the relevant by-law provisions
may be obtained by contacting Mark K. Boling, Stamg Southwestern Energy Company, 2350 N. Sam tdougarkway East, Suite 300,
Houston, Texas 77032, (281) 618-4700.

SHAREHOLDERS SHARING AN ADDRESS

The practice of sending only one copy of the annebrt, Form 1 and proxy statement to shareholders who shairegéesaddres
is known as “householding.” Householding is destfjttereduce the Company’s printing and postagesc&stareholders may request or
discontinue householding, or may request a sepaogig of the annual report, Form 10-K or proxy esta¢nt as follows:

- Record shareholders who wish to discontinue or cenaa householding, or any record shareholder resati a household
address who would like to request prompt delivérst oopy of the annual report, Form KOsr proxy statement, should contr
our transfer agent, EquiServe -80(-44€-2617.

- Shareholders owning their shares through a bawkebror other holder of record who wish to eithiscdntinue or begin
householding should contact their record holdery sunch householded shareholder may request prostiped; of a copy of
the annual report, Form -K or proxy statement by contacting the Company8d-61&-4700 or 47-521-1141.

OTHER BUSINESS

While the Notice of Annual Meeting of Shareholdeadls for transaction of such other business as pnagerly come before the
meeting, the Company’s management has no knowledgiey matters to be presented for action by stddels at the meeting other than as
set forth in this Proxy Statement. If any otheribass should come before the meeting, the persaimgad in the proxy have discretionary
authority to vote in accordance with their besgjment. Shareholders may bring additional propdsafisre the meeting provided written
notice of any such proposal is received at the Gomis principal executive offices no later than ¢hese of business on April 13, 2004. The
Company’s by-laws require that this notice musttaoncertain information about any proposal andpiteposing shareholder. A copy of the
relevant by-law provisions may be obtained by cctimg Mark K. Boling, Secretary, Southwestern Ege@g@mpany, 2350 N. Sam Houston
Parkway East, Suite 300, Houston, Texas 77032) @88-4700.

Any shareholder who has not received a copy oimpany’s Annual Report and Form 10-K may obtatopy free of charge by
contacting Mark K. Boling, Southwestern Energy Camy 2350 N. Sam Houston Parkway East, Suite 30Qstén, Texas 77032.

By Order of the Board of Directors

MARK K. BOLING
Executive Vice President,
General Counsel & Secretary

Dated: March 29, 2004
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APPENDIX A
SOUTHWESTERN ENERGY COMPANY

2004 STOCK INCENTIVE PLAN
(As Adopted February 17, 2004)

1. Purpose of the Plan

This Southwestern Energy Company 2004 Stock IneetiRlan is intended to promote the interests oQbepany and its
shareholders by providing the employees of the Gampvho are largely responsible for the managengeatyth and protection of the
business of the Company, and non-employee direof@suthwestern Energy Company, with incentives @avards to encourage them to
continue in the service of the Company. The Platesigned to meet this intent by providing such legges and noemployee directors wit
a proprietary interest in pursuing the long-termvgh, profitability and financial success of thenQumany.

2. Definitions

As used in the Plan, the following definitions apfil the terms indicated below:
(a) “Board of Directors” shall mean the Board afdators of Southwestern.

(b) “Cause” when used in connection with the teration of a Participant’s employment with the Compashall, unless otherwise
specified in a Participant’s agreement evidencimgnaentive Award under the Plan, mean the terridnaif the Participant’s employment by
the Company on account of (i) the willful and conted failure by the Participant to substantiallyfgen his duties and obligations (other tl
any such failure resulting from his incapacity do@hysical or mental illness), (ii) the Participarwillful and serious misconduct which has
resulted in or could reasonably be expected tdtresmaterial injury to the business, financiahdition or reputation of the Company, (iii)
the Participant’s commission of a crime that cdntds a felony or serious misdemeanor or (iv) tleath by the Participant of any written
covenant or agreement with the Company not to asgchny information pertaining to the Company drta@ompete or interfere with the
Company.

(c) “Change in Control” shall mean the occurreatany of the following:

(i) any “person” (as such term is used in SectibB@) and 14(d) of the Securities Exchange Ad384 (the “Exchange Act"an
“Acquiring Person”) becomes the “beneficial ownéa$ such term is defined in Rule 13d-3 promulgatsder the Exchange Act),
directly or indirectly, of securities of Southwesteepresenting 20% or more of the combined vaiogyer of Southwestern’s then
outstanding securities, provided, however, thataaquisition by (A) Southwestern or any of its sdlzgies, or any employee benefit
plan (or related trust) sponsored or maintaine@bythwestern or any of its subsidiaries or (B) emrporation with respect to which,
immediately following such acquisition, more tha¥6 of, respectively, the then outstanding share®ofmon stock of such
corporation and the combined voting power of trentbutstanding voting securities of such corponediotitled to vote generally in the
election of directors is then beneficially ownettedtly or indirectly, in the aggregate by all abstantially all of the individuals and
entities who were the beneficial owners, respeltja the outstanding Southwestern Common Stoeck@outhwestern voting
securities immediately prior to such acquisitiorsirbstantially the same proportion as their owriprsmmediately prior to such
acquisition, of the outstanding Southwestern Com&imtk and Southwestern voting securities, asdlse may be, shall not constitut
Change in Control;

(il consummation by Southwestern of a reorgarzatmerger or consolidation (a “Business Combaral, in each case, with
respect to which all or substantially all of theliriduals and entities who
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were the respective beneficial owners of the ontitay Southwestern Common Stock and Southwestdimgveecurities immediately
prior to such Business Combination do not in thgregate, immediately following such Business Coratiam, beneficially own,
directly or indirectly, more than 60% of, respeetiy the then outstanding shares of common stodktfae combined voting power of 1
then outstanding voting securities entitled to \geeerally in the election of directors, as theeaasyy be, of the corporation resulting
from such Business Combination in substantiallystume proportion as their ownership immediatelgrmiio such Business
Combination of the outstanding Southwestern ComBtoick and Southwestern voting securities, as the oay be;

(iii) individuals who constituted the Board of Bators as of January 1, 2004 (the “Incumbent Bdasease for any reason to
constitute at least a majority of the Board of Diogs, provided that any individual becoming a clioe subsequent to January 1, 2004
whose appointment to fill a vacancy or to fill asnBoard of Directors’ position or whose nomination election by the Company’s
shareholders was approved by a vote of at leastjarity of the directors then comprising the IncienbBoard shall be considered as
though such individual were a member of the IncumiB®ard, but excluding, for this purpose, any smctividual whose initial
assumption of office is in connection with any attor threatened solicitation of proxies (othemthy the Company) that is or would
subject to Rule 14a-12(c) promulgated under thenBrge Act;

(iv) a“change in control” of Southwestern of aura that would be required to be reported in raspdo Item 6(e) of Schedule
14A of Regulation 14A promulgated under the ExcleaAgt occurs;

(v) (A) a complete liquidation or dissolution od®hwestern or (B) a sale or other dispositionliobrasubstantially all of the
assets of both the Exploration and Production hadXtility business segments of Southwestern dtiear to a corporation with respect
to which, immediately following such sale or dispies, more than 80% of, respectively, the therstariding shares of common stock
and the combined voting power of the then outstaedting securities entitled to vote generallyhia election of directors is then
beneficially owned, directly or indirectly, in tleggregate by all or substantially all of the indivdls and entities who were the benef
owners, respectively, of the outstanding Southwastmmmon Stock and Southwestern voting secuiiti@sediately prior to such sale
or disposition in substantially the same proportisrtheir ownership of the outstanding Southwestenmmon Stock and Southwestern
voting securities, as the case may be, immediatédy to such sale or disposition;

(vi) other than with respect to a person who ipleyed in the Utility business segment of Southesstthe sale or other
disposition of all or substantially all the assaftthe Exploration and Production business segmogmr than to a corporation with
respect to which, immediately following such sal@isposition, more than 80% of, respectively, ten outstanding shares of common
stock and the combined voting power of the thestanting voting securities entitled to vote gergiial the election of directors is th
beneficially owned, directly or indirectly, in tleggregate by all or substantially all of the indivdls and entities who were the benef
owners, respectively, of the outstanding Southwastmmmon Stock and Southwestern voting secuiiti@sediately prior to such sale
or disposition in substantially the same proportisrtheir ownership of the outstanding Southwestenmmon Stock and Southwestern
voting securities, as the case may be, immediatédy to such sale or disposition; or

(vii) a majority of the Board determines in itdesand absolute discretion that there has beereagehin Control of Southwestern
or that there will be a Change in Control of Soutktern upon the occurrence of certain specifiedtsvand such events occur.

(d) “Code” shall mean the Internal Revenue Cod&9&6, as amended from time to time.

(e) “Committee” shall mean the Compensation Cornemibf the Board of Directors or such other conemnitis the Board of
Directors shall appoint from time to time to admter the Plan and to otherwise exercise and perfioerauthority and functions assigned to
the Committee under the terms of the Plan.
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(f) “Common Stock” shall mean Southwestern’s Comrfstock, $.10 par value per share, or any otharigdnto which the
common stock shall be changed pursuant to the tatund provisions of Section 10 of the Plan.

(g) “Company” shall mean Southwestern and eadts Gubsidiaries.

(h) “Covered Employee” shall mean a Participanbwahthe time of reference is a “covered employ=etiefined in Code Section
162(m) and the regulations promulgated under Ced¢ic@ 162(m), or any successor statute.

() “Director” shall mean a member of the BoardDifectors who is not at the time of reference mmpleyee of the Company.

()) “Disability” shall mean a condition entitling Participant to benefits under the long-term digglpolicy maintained by the
Company and applicable to him and for a Directallsinean any physical or mental condition that prés a Director from being able to
perform the duties of a director for a period oélve consecutive months.

(k) “Exchange Act” shall mean the Securities Exad®Act of 1934, as amended.

() “Fair Market Value” shall mean, with respeota share of Common Stock, as of the applicable afatletermination (i) the
closing sales price on the immediately precedirgjrimss day of a share of Common Stock as reportéideoprincipal securities exchange on
which shares of Common Stock are then listed oritaglinto trading or (ii) if not so reported, theeag&ge of the closing bid and ask prices on
the immediately preceding business day as reporidtie National Association of Securities Dealewsomated Quotation System or (iii) if
not so reported, as furnished by any member oNtit@nal Association of Securities Dealers, Indtested by the Committee. In the event
the price of a share of Common Stock shall notdoeeported or furnished, the Fair Market Value share of Common Stock shall be
determined by the Committee in its absolute digmnet

(m) “Incentive Award” shall mean an Option, SARstaare of Restricted Stock or a Restricted Stodk ¢ranted to a Participant
pursuant to the terms of the Plan.

(n) “Incentive Stock Option” shall mean an Optgmanted to a Participant who is not a Director \Wuh@ption, at the date of grant, is
intended to be an “incentive stock option” withiretmeaning of Section 422 of the Code and whidfleistified as an Incentive Stock Option
in the agreement by which it is evidenced.

(o) “Issue Date” shall mean the date establishethé Committee on which certificates represensingres of Restricted Stock shall
be issued by Southwestern pursuant to the terrS8gcion 8(a) hereof.

(p) “Non-Qualified Stock Option” shall mean an @ptgranted to a Participant that is not an Inaen8tock Option.

(g) “Option” shall mean an option to purchase shaf Common Stock granted to a Participant putsioathe terms of the Plan.
Each Option shall be identified as either an Inwenbtock Option or a Non-Qualified Stock Optiortlre agreement by which it is evidenced.

(r) “Participant” shall mean a Director or empleyef the Company who is eligible to participatetia Plan and to whom one or
more Incentive Awards have been granted pursuahet®lan and, following the death of any such eyg®, his successors, heirs, executors
and administrators, as the case may be.

(s) “Performance-Based Compensation” shall meampemsation that satisfies the requirements of &edi62(m) of the Code for
deductibility of remuneration paid to Covered Enygles.
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(t) “Performance Measures” shall mean measuréessibed in Section 9 on which the performancdsgme based and which are
approved by the Company’s shareholders pursuahet®lan in order to qualify certain awards grariteceunder as Performance-Based
Compensation.

(u) “Performance Period” shall mean the periotimae during which the performance goals must beimetder to determine the
degree of payout and/or vesting with respect tthaantive Award.

(v) “Person” shall mean a “person,” as such tegmsed in Section 13(d) or 14(d) of the Exchange Ac
(w) “Plan” shall mean this Southwestern Energy @any 2004 Stock Incentive Plan, as it may be anefrden time to time.

(x) “Prior Plans” shall mean the Southwestern gpe&Zompany 2000 Stock Incentive Plan and the Soestevn Energy Company
2002 Employee Stock Incentive Plan.

(y) “Restricted Stock” shall mean a share of Comr8tock which is granted to a Participant purstai@ection 8 hereof and which
is subject to the restrictions set forth in Sec8gc) hereof for so long as such restrictions cargito apply to such share.

(z2) “Restricted Stock Unitshall mean a share of Common Stock which is gratatedParticipant pursuant to Section 8 hereofepi
no shares of Common Stock are actually awardeoet@articipant on the date of grant, and whicluigest to the restrictions set forth in
Section 8(c) hereof for so long as such restristioontinue to apply to such Restricted Stock Unit.

(aa) “Retirement” shall mean the termination & @&mployment of a Participant with the Companyréarsons other than Cause (i)
either on or after (A) the first date on which #articipant has both attained age 55 and compeleghrs of service with the Company or (B)
the date on which the Participant attains age @5(@nwhich the Committee has approved as a Regm for purposes of the Plan and/or any
Incentive Award.

(bb) “SAR” shall mean a stock appreciation rigtarged to a Participant pursuant to Section 7 Hevbah is not related to any
Option.

(cc) “Securities Act” shall mean the Securitied A£1933, as amended.
(dd) “Southwestern” shall mean Southwestern En€gmypany, an Arkansas corporation, and any succtsseto.
(ee) “Subsidiary” shall mean any “subsidiary cagiimn” within the meaning of Section 425(f) of tBede.

(ff) “Vesting Date” shall mean the date establshg the Committee on which a share of RestrictedkSor a Restricted Stock Unit
may vest.

3.  Sock Subject to the Plan

Under the Plan, the Committee may grant to Pagitip (i) Options, (ii) SARSs, (iii) shares of Resteid Stock and (iv) Restricted
Stock Units.

(&) Subject to adjustment as provided in Sectidhdreof, the maximum number of shares of CommonkSivailable for issuance
to Participants under the Plan shall be 2,100,0@0es of Common Stock.

(b) Subject to the limit set forth in Section 3¢a) the number of shares of Common Stock that neagdued in the aggregate under
the Plan, in order to comply with the requiremasft€ode Section 422 and the
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regulations thereunder, the maximum number of shar€ommon Stock available for issuance pursuahidentive Stock Options, Non-
Qualified Stock Options and SARs shall be 1,750,d0@ maximum number of shares of Common StocKatai for issuance pursuant to
Restricted Stock and Restricted Stock Units shab®0,000.

Shares of Common Stock covered by Incentive Awahaddl only be counted as used to the extent thewaetually issued and
delivered to a Participant (or such Participangésnpitted transferees as described in the PlanyeShd Restricted Stock that do not vest and
are forfeited back to the Company shall not be texias used for purposes of determining the maximumber of shares available for
issuance under the Plan and such forfeited shhedise available for issuance under the Plan. iheg if any portion of the exercise price
of any Option granted under the Plan or the takhdgtding requirements with respect to any Incenfiveard are satisfied by tendering shares
of Common Stock to the Company (by either actuiVeley or by attestation) or if an SAR is exercised with respect to tax withholding
requirements only, if shares are withheld to satsfch requirements from the shares that wouldraike be delivered to the Participant, to
the extent permitted under the requirements of Gmi#ion 422, only the shares issued, net of theesttendered or withheld, if any, will be
deemed delivered for purposes of determining theimmam number of shares available for delivery urttierPlan. Except to the extent
otherwise required by applicable law or stock exgfgarule, the maximum number of shares of CommookStvailable for issuance under
the Plan shall not be reduced to reflect any divitdeor dividend equivalents that are reinvesteal adliditional shares of Common Stock or
credited as additional Restricted Stock or Regti@tock Units.

(c) Subject to adjustment as provided in Secti@mdreof, the following individual limits shall aggo grants of Incentive Awards
under the Plan:

() The maximum aggregate number of shares of Com8tock with respect to which Options and SARs begranted in any
one Plan year to any one Participant shall be 400.8nd

(il The maximum aggregate number of shares of @omStock with respect to which Restricted StocRestricted Stock Units
in any one Plan year to any one Participant skea8®0,000.

(d) Any shares of Common Stock that are avail&dniéssuance under the Prior Plans but that havéeen issued and are not sut
to outstanding awards under the Company'’s Priand4es of February 17, 2004 shall be available fantgunder the Plan. In addition, any
shares of Common Stock subject to outstanding asasaf February 17, 2004 under the Prior Plartothar after February 17, 2004, cease
for any reason to be subject to such awards (ttizer by reason of exercise or settlement of thedsua the extent they are exercised for or
settled in vested and nonforfeitable shares of Com8tock), shall be available for grant under ttaa P

(e) In no event shall any new Incentive Awardsdseed in substitution for outstanding Incentiveakds previously granted to
Participants, nor shall any repricing (within theaning of U.S. generally accepted accounting mastor any applicable stock exchange 1
of Incentive Awards issued under the Plan be péechit any time under any circumstances, in eash galess the shareholders of the
Company expressly approve such substitution oiaiegr.

() Shares of Common Stock issued under the Pinlm either authorized and unissued shares @uineahares, at the discretion
of the Committee.

4. Administration of the Plan

The Plan shall be administered by the Committeéghwvbhall consist of two or more persons, at leastof whom qualify as a
“disinterested person,” within the meaning of Rudb-3 promulgated under Section 16 of the Excha@eand an “outside director,” within
the meaning of Treasury Regulation Section 1.162)27).
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The Committee shall, consistent with the termdefRlan, from time to time designate the emplopééise Company who shall be granted
Incentive Awards under the Plan and the amoung & other terms and conditions of such Incemtivards. All of the powers and
responsibilities of the Committee under the Play imadelegated by the Committee, in writing, to anlpcommittee thereof. In addition, the
Committee may authorize an executive officer oftBagstern to grant Incentive Awards of a specifigak, covering a specified aggregate
number of shares of Common Stock and, in the chaeyosuch grant of Options or SARs, at a speciieercise or base price (which may
be less than Fair Market Value on the date of ytar specified group of employees (other thaneZed Employees) and within a specified
period of time.

The Committee shall have full, discretionary auitlydio administer the Plan, including discretionagthority to interpret and
construe any and all provisions of the Plan andehas of any Incentive Award (and any agreemeittezxcing any Incentive Award) grant
thereunder and to adopt and amend from time to $weé rules and regulations for the administratibtihe Plan as the Committee may deem
necessary or appropriate. Decisions of the Comengthall be final, binding and conclusive on alltigar.

At or after the date of grant of an Incentive Awardler the Plan, the Committee may (i) acceletaedate on which any such
Incentive Award becomes vested, exercisable osteaable, as the case may be, (ii) extend the ¢émmy such Incentive Award, including,
without limitation, extending the period followirggtermination of a Participant’s employment dunvigich any such Incentive Award may
remain outstanding, or (iii) waive any conditionsthe vesting, exercisability or transferabilitg,the case may be, of any such Incentive
Award.

Whether an authorized leave of absence, or absema#itary or government service, shall constitteéemination of employment
shall be determined by the Committee.

Neither the Company nor any member of the Commégled be liable for any action, omission, or detieation relating to the Plan,
and Southwestern shall indemnify and hold harmgesfi member of the Committee and each other direceemployee of the Company to
whom any duty or power relating to the administmator interpretation of the Plan has been delegagaihst any cost or expense (including
counsel fees) or liability (including any sum paidsettlement of a claim with the approval of then@nittee) arising out of any action,
omission or determination relating to the Plangas] in either case, such action, omission or nkgtation was taken or made by such
member, director or employee in bad faith and witlreasonable belief that it was in the best istsref the Company.

5. Eligibility

The Persons who shall be eligible to receive Ineemdwards pursuant to the Plan shall be those eyagls of the Company that the
Committee shall select from time to time, includthgse key employees (including officers of Soutktem, whether or not they are directors
of Southwestern) who are largely responsible ferrttanagement, growth and protection of the busioedse Company, and Directors. All
Incentive Awards granted under the Plan shall hedezced by a separate written agreement enteredynthe Company and the recipient of
such Award.

6. Options

The Committee may from time to time grant Optionsspant to the Plan to Participants, which Optisimall be evidenced by
agreements in such form as the Committee shall firma to time approve. Options shall comply witlddoe subject to the following terms
and conditions:

(a) Identification of Options

All Options granted under the Plan shall be idésdiin the agreement evidencing such Options asrihcentive Stock Options
or Non-Qualified Stock Options.
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(b) Exercise Price

The exercise price per share of Common Stock cdvgyeany Option granted under the Plan shall bdasstthan 100% of the
Fair Market Value of a share of Common Stock onddte on which such Option is granted.

(c) Term and Exercise of Options

(1) Each Option shall become vested and exercisabkich date or dates, during such period ansluich number of shares of
Common Stock as shall be determined by the Comendtiteor after the date such Option is granted;igemy however, that no Option
shall be exercisable after the expiration of sgW@ryears from the date such Option is granted; pralided, further, that each Option
shall be subject to earlier termination, expiratimrcancellation as provided in the Plan or inaljeeement evidencing such Option.

(2) Each Option may be exercised in whole or in,fga the extent such Option is vested on the dhexercise; provided, that no
partial exercise of an Option shall be for an aggte exercise price of less than $1,000. The pastercise of an Option shall not cause
the expiration, termination or cancellation of teenaining portion thereof.

(3) An Option shall be exercised by deliveringio®to Southwestern’s principal office, to the atten of its Secretary, no less
than three business days in advance of the eftedfite of the proposed exercise. Such notice spadlify the number of shares of
Common Stock with respect to which the Option impp@xercised and the effective date of the prop@sercise and shall be signed by
the Participant. The Participant may withdraw snatice at any time prior to the close of businasshe business day immediately
preceding the effective date of the proposed eserétayment for shares of Common Stock purchasealthe exercise of an Option
shall be made on the effective date of such exegitber (i) in cash, by certified check, bank oast check or wire transfer, (ii)
through the directed brokerage service, if anyreygd by the Committee or (iii) in shares of Comn&tack that have been owned by
the Participant for at least six months prior te #ifective date of exercise and valued at thdir Market Value on the effective date of
such exercise, or partly in shares of Common Sidgttkthe balance in cash, by certified check, beashier’s check or wire transfer.
Any payment in shares of Common Stock shall beceftkby the delivery of such shares to the Segrefafouthwestern, duly endors
in blank or accompanied by stock powers duly exatin blank, together with any other documentseardences as the Secretary of
Southwestern shall require from time to time.

(4) Certificates for shares of Common Stock puseldaupon the exercise of an Option shall be issuite name of the
Participant and delivered to the Participant assampracticable following the effective date orickitthe Option is exercised.

(5) During the lifetime of a Participant, each ©ptgranted to him or her shall be exercisable dylyhe Participant. No Option
shall be assignable or transferable otherwise yamill or by the laws of descent and distributidlotwithstanding the foregoing, with
the prior consent of the Committee, any Non-Quedifstock Option, including the right to exerciselsoption, may be transferred by a
Participant during the Participant’s lifetime, lmnly to: (i) one or more of a Participasispouse or natural or adopted lineal descenc
or (ii) a trust, partnership, or corporation oretlimilar entity which is owned solely by one oone of the Participant’s spouse or
natural or adopted lineal descendants or whichhailtl such Non-Qualified Stock Options solely foe benefit of one or more of such
persons.

(d) Limitations on Grant of Incentive Stock Optso
(1) Incentive Stock Options may not be granteDitectors.
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(2) The aggregate fair market value (within theameg of Section 422 of the Code) of the shareSarmfimon Stock covered by
“incentive stock options” (within the meaning ofcBen 422 of the Code) granted under the Plan awigtuany other plan, agreement or
arrangement of the Company (or any “subsidiarySofithwestern as such term is defined in Sectiorod#%e Code) which may
become exercisable for the first time by a Paréioipduring any calendar year shall not exceed $0D00,To the extent, if any, that such
aggregate fair market value limitation is exceedleeln Incentive Stock Options granted hereundsutd Participant shall, to the extent
and in the order required by regulations promuldateder the Code, automatically be deemed to be@laified Stock Options, but
other terms and provisions of such Incentive Stopkions shall remain unchanged.

(3) No Incentive Stock Option may be granted toraividual if, at the time of the proposed grasich individual owns stock
possessing more than ten percent (10%) of thedotabined voting power of all classes of stock ofitwestern or any Subsidiary
thereof, unless (i) the exercise price of suchritige Stock Option is at least one hundred ang#&roent of the Fair Market Value of a
share of Common Stock at the time such IncentieekSDption is granted and (ii) such Incentive St@gkion is not exercisable after
the expiration of five (5) years from the date stratentive Stock Option is granted.

(e) Effect of Termination of EmploymentParticipants Other than Directors

(1) Unless the Committee provides otherwise orfter she date of grant, in the event that the emplent of a Participant with t
Company and its Subsidiaries shall terminate fgrr@aason other than Disability, Retirement, Causgeath (i) Options granted to such
Participant, to the extent that they were vestatlex@rcisable at the time of such termination,|Isleatain exercisable until the
expiration of ninety days after such terminatiomwhich date they shall expire to the extent nereised, and (ii) Options granted to
such Participant, to the extent that they wereemetcisable at the time of such termination, shglire at the close of business on the
date of such termination; provided, however, tltaOption shall be exercisable after the expiratibits original term.

(2) Unless the Committee provides otherwise orfter she date of grant, in the event that the eyplent of a Participant with tt
Company and its Subsidiaries shall terminate oowaticof the Disability or Retirement of the Papiznt, such Participant shall be
entitled to exercise at any time or from time todiafter such termination and until the first aensary of such termination, Options
granted to him hereunder to the extent that sudio@pwere vested and exercisable at the time @f srmination provided however,
that no Option shall be exercisable after the etjoin of its original term.

(3) Unless the Committee provides otherwise orfter she date of grant, in the event that the emplent of a Participant with t
Company and its Subsidiaries shall terminate oowaucof the death of the Participant, such Padicijs estate or beneficiary under his
will shall be entitled to exercise, at any timdfrmm time to time until the first anniversary ofcutermination, Options granted to him
hereunder to the extent that such Options werecesadile at the time of such termination; providealyever, that no Option shall be
exercisable after the expiration of its originahte Options that are not exercised prior to th&t fimniversary of such termination shall
expire on such anniversary date.

(4) In the event of the termination of a Particips employment with the Company and its Subsid&for Cause, all outstanding
Options granted to such Participant shall expith@tcommencement of business on the date of suctination.

(5) For purposes of this Section 6(e), an Optluadlde deemed to be exercisable on the date déth@nation of the employment
of a Participant with the Company to the extenany, it becomes exercisable by acceleration byCtmmittee.

(6) For purposes of clarification, Options heldéafparticipant employed by an entity that is a #lidasy of the Company will
terminate immediately when such entity ceases @ $absidiary of the Company, unless the Commitetermines otherwise.
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(f) Effect of Discontinuance of Directar Term

(1) In the event that the term of a Director’s nbenship on the Board of Directors expires becalsdirector loses an election
for a position on the Board of Directors, resigrmsrf the Board of Directors prior to his completieg years of service as a director or
attaining age 72 or fails to seek reelection toBbard of Directors for a term commencing priohte completing ten years of service as
a director or attaining age 72 (in any case, dtit@n on account of death or Disability) (a) Optignanted to such Director, to the extent
that they were exercisable at the time of suchitaation, shall remain exercisable until the expinabf three months after such
termination, on which date they shall expire todeent not exercised, and (b) Options grantedith ®irector, to the extent that they
were not exercisable at the time of such terminasball expire at the close of business on the disuch termination; provided,
however, that no Options shall be exercisable #fieexpiration of its original term.

(2) In the event that the term of a Director’s nbenship on the Board of Directors expires (i) beseaof the Director’s resignation
on or after age 72 or after completing ten yearseo¥ice, (i) because of his failure to seek retga on or after age 72 or after
completing ten years of service or (iii) becausthefDirector’s Disability or death (A) Options gtad to such Director, to the extent
that they were exercisable at the time of suchitation, shall remain exercisable until the expimatbof one year after such termination,
on which date they shall expire to the extent xereised, and (B) Options granted to such Diredtothe extent that they were not
exercisable at the time of such termination, sirgtlire at the close of business on the date of wratination; provided, however, that
no Option shall be exercisable after the expiratibits original term.

(3) Inthe event that a Director is removed fréva Board of Directors by the shareholders of them@any, all outstanding
Options granted to such Director shall expire atdbmmencement of business on the date of suchvedgmo

(g) Effect of Change in Control

Upon the occurrence of a Change in Control, eadio®granted under the Plan and outstanding at soeEhshall become fully and
immediately vested and exercisable and shall reesaéncisable until its expiration, termination @ncellation pursuant to the terms of the
Plan and the agreement evidencing such Option.

(h) Cash Tax Bonuses

The Committee may grant to any Participant a castbonus in an amount determined by the Committemable the Participant to
pay any federal, state or local income taxes ayisuit of the exercise of an Option.

7. Sock Appreciation Rights

The Committee may grant SARs pursuant to the Rlaich SARs shall be evidenced by an agreementdh farm as the Committe
shall from time to time approve. SARs shall complth and be subject to the following terms and ¢tods:

(a) Exercise Price

The exercise price per share of Common Stock cdvgyeany SAR granted under the Plan shall be ssttlegan 100% of the Fair
Market Value of a share of Common Stock on the datevhich such SAR is granted.

(b) Benefit Upon Exercise

The exercise of an SAR with respect to any numbshares of Common Stock prior to the occurrenca 6hange in Control sh
entitle the Participant to (i) a cash payment,gach such share, equal to the
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excess of (A) the Fair Market Value of a share om@on Stock on the effective date of such exemmige (B) the per share exercise
price of the SAR, (ii) the issuance or transfetht® Participant of the greatest number of wholeeshaf Common Stock which on the
date of the exercise of the SAR have an aggregatdviarket Value equal to such excess or (iii) mbmation of cash and shares of
Common Stock in amounts equal to such excesss diétermined by the Committee. The exercise ofA&R Bith respect to any numt
of shares of Common Stock upon or after the ocoga®f a Change in Control shall entitle the Pgrdiot to a cash payment, for each
such share, equal to the excess of (i) the gredi@) the highest price per share of Common Stoaiki in connection with such Char
in Control, or (B) the Fair Market Value of a shafecCommon Stock on the effective date of exeraiser (ii) the per share exercise
price of the SAR. Such payment, transfer or isseiamall occur as soon as practical, but in no ele¢ert than five business days, after
the effective date of the exercise.

(c) Term and Exercise of SARs

(1) Each SAR shall be exercisable on such datlates, during such period and for such number afeshof Common Stock as
shall be determined by the Committee and set farthe SAR agreement with respect to such SAR;igeal; however, that no SAR
shall be exercisable after the expiration of sg@ryears from the date such SAR is granted; araiged, further, that each SAR shall
be subject to earlier termination, expiration aneellation as provided in the Plan or in the agreetinevidencing such SAR.

(2) Each SAR may, to the extent vested and exabldsbe exercised in whole or in part; providédt ho partial exercise of an
SAR shall be for an aggregate exercise price aftlean $1,000. The partial exercise of an SAR staltause the expiration,
termination or cancellation of the remaining parttbereof.

(3) An SAR shall be exercised by delivering notie&outhwestern’s principal office, to the attentof its Secretary, no less than
three business days in advance of the effective afathe proposed exercise. Such notice shall §pie number of shares of Common
Stock with respect to which the SAR is being exs&diand the effective date of the proposed exeatideshall be signed by the
Participant. The Participant may withdraw such et any time prior to the close of business erbilsiness day immediately
preceding the effective date of the proposed eserci

(4) During the lifetime of a Participant, each Sg§Rnted to him shall be exercisable only by thei¢tpant. No SAR shall be
assignable or transferable otherwise than by willyothe laws of descent and distribution.

(d) Effect of Termination of EmploymentParticipants other than Directors

(1) Unless the Committee provides otherwise oaftar the date of grant, in the event that the egrpent of a Participant with
the Company and its Subsidiaries shall terminatafy reason other than Cause, Disability, Retirdroedeath (i) SARs granted to
such Participant, to the extent that they wereasable at the time of such termination, shall renexercisable until the expiration of
ninety days after such termination, on which dag&ytshall expire to the extent not exercised, &h&ARs granted to such Participant,
to the extent that they were not exercisable atithe of such termination, shall expire at the elo§business on the date of such
termination; provided, however, that no SAR shalelxercisable after the expiration of its origiteam.

(2) Unless the Committee provides otherwise oaftr the date of grant, in the event that the egmpknt of a Participant with
the Company and its Subsidiaries shall terminataamount of the Disability, Retirement or deathhaf Participant (i) SARs granted to
such Participant, to the extent that they were@sable at the time of such termination, shall renexercisable until the expiration of
one year after such termination, on which date 8f@}l expire to the extent not exercised, andS@iRs granted to
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such Participant, to the extent that they wereemetcisable at the time of such termination, shglire at the close of business on the
date of such termination; provided, however, tllmSAR shall be exercisable after the expirationisobriginal term.

(3) In the event of the termination of a Particijmemployment with the Company and its Subsidmfor Cause, all outstanding
SARs granted to such Participant shall expire eacttimmencement of business on the date of suclingsion.

(4) For purposes of clarification, SARs held byaticipant employed by an entity that is a Sulasidof the Company will
terminate immediately when such entity ceases @ 8ebsidiary of the Company, unless the Commitegermines otherwise.

(e) Effect of Discontinuance of DirectsrTerm

(1) Inthe event that the term of a Director’s nbemship on the Board of Directors expires becalsdirector loses an election
for a position on the Board of Directors, resigmsf the Board of Directors prior to his completieg years of service as a director or
attaining age 72 or fails to seek reelection toBbard of Directors for a term commencing priohte completing ten years of service as
a director or attaining age 72 (in any case, dtiw@n on account of death or Disability) (a) SARanged to such Director, to the extent
that they were exercisable at the time of suchitaation, shall remain exercisable until the expimatbf three months after such
termination, on which date they shall expire toeleent not exercised, and (b) SARs granted to Buedttor, to the extent that they
were not exercisable at the time of such termimasball expire at the close of business on the dasuch termination; provided,
however, that no SARs shall be exercisable afeetpiration of its original term.

(2) Inthe event that the term of a Director’s nbemship on the Board of Directors expires (i) beeaof the Director’s resignation
on or after age 72 or after completing ten yearseo¥ice, (i) because of his failure to seek retgda on or after age 72 or after
completing ten years of service or (iii) becaus¢hefDirector’s Disability or death (A) SARs gragiti® such Director, to the extent that
they were exercisable at the time of such termonashall remain exercisable until the expiratibome year after such termination, on
which date they shall expire to the extent not eised, and (B) SARs granted to such Director, éogkitent that they were not
exercisable at the time of such termination, sixgtlire at the close of business on the date of wratination; provided, however, that
no SAR shall be exercisable after the expiratioitsobriginal term.

(3) Inthe event that a Director is removed fréva Board of Directors by the shareholders of thmm@any, all outstanding SARs
granted to such Director shall expire at the consaerent of business on the date of such removal.

(f) Effect of Change in Control

Upon the occurrence of a Change in Control, any §fdRted under the Plan and outstanding at suahghall become fully and
immediately vested and exercisable and shall remegncisable until its expiration, termination ancellation pursuant to the terms of the
Plan.

8. Restricted Sock and Restricted Stock Units

The Committee may grant shares of Restricted Sto&estricted Stock Units pursuant to the PlanhiEgant of shares of Restricted
Stock or Restricted Stock Units shall be evidertmedn agreement in such form as the Committee fbatl time to time approve. Each grant
of shares of Restricted Stock or Restricted Stoweitdshall comply with and be subject to the follogvterms and conditions:

(a) Issue Date and Vesting Date

At the time of the grant of shares of RestrictencBtor Restricted Stock Units, the Committee sbstéblish an Issue Date or Issue
Dates (in the case of the grant of shares of RéstriStock) and a Vesting Date
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or Vesting Dates (in the case of Restricted StodRestricted Stock Units) with respect to such eband the conditions, if any, which must
be satisfied on or prior to such Vesting Date Fa Participant’s rights with respect to such shafdestricted Stock or Restricted Stock
Units to become vested. The Committee may dividd shhares or units into classes and assign adifféssue Date and/or Vesting Date and
different conditions for each class. Except as jgled in Section 8(c) and 8(f) hereof, upon the o@nce of the Issue Date with respect to a
share of Restricted Stock, a share of RestrictedkSthall be issued in accordance with the promssiaf Section 8(d) hereof. Provided that all
conditions to the vesting of a share of RestriG&atk imposed pursuant to Section 8(b) hereof aychgreement evidencing such Restricted
Stock are satisfied, and except as provided ini@e8{(c) and 8(f) hereof, upon the occurrence ef\flesting Date with respect to a share of
Restricted Stock, the Participant’s rights withpexst to such share shall become fully vested amdedstrictions of Section 8(c) hereof shall
cease to apply to such share. Provided that aditions to the vesting of a Restricted Stock Umiposed pursuant to Section 8(b) hereof and
any agreement evidencing such Restricted Stockadaisatisfied, and except as provided in Sectfonahd 8(f) hereof, upon the occurrence
of the Vesting Date with respect to Restricted Btdait, the Participant’s rights with respect t@kRestricted Stock Unit shall become fully
vested and the Company shall settle such Resti&timzk Unit award in accordance with the provisiohSection 8(e).

(b) Conditions to Vesting

At the time of the grant of shares of RestricteacBtor Restricted Stock Units, the Committee magase such restrictions or
conditions, not inconsistent with the provisionsdud, to the vesting of such shares as it deemspppte. By way of example and not by
way of limitation, the Committee may require, asoadition to the vesting of any class or classeshafes of Restricted Stock or Restricted
Stock Units, that the Participant or the Compartyieae such Performance Measures or other performeniteria as the Committee may
specify at the time of the grant of such sharethatrthe Participant continue in the employmerthefCompany for a specified period of time.

(c) Restrictions on Transfer Prior to Vesting

Prior to the vesting of a share of Restricted Stsokh share of Restricted Stock shall not be feaalsle under any circumstances .
no transfer of a Participastrights with respect to such share, whether valyndr involuntary, by operation of law or othergjishall vest th
transferee with any interest or right in or witlspect to such share, but immediately upon any attémtransfer such rights, such share, and
all of the rights related thereto, shall be camtkedind shall be forfeited by the Participant ardtthnsfer shall be of no force or effect. Prior to
the vesting of a Restricted Stock Unit, such Retstd Stock Unit shall not be transferable under@mumstances and no transfer of a
Participant’s rights with respect to such Restdc®ock Unit, whether voluntary or involuntary, byeration of law or otherwise, shall vest
the transferee with any interest or right in orhwigéspect to such Restricted Stock Unit, but immedly upon any attempt to transfer such
rights, such Restricted Stock Unit, and all of tights related thereto, shall be cancelled and sledlorfeited by the Participant and the
transfer shall be of no force or effect.

(d) Issuance of Certificates

(1) Except as provided in Section 8(c) or 8(f)dwdy reasonably promptly after the Issue Date watpect to shares of Restricted
Stock, the Company shall cause to be issued sttificates, registered in the name of the Parisfio whom such shares were
granted, evidencing such shares; provided, thaCtirapany shall not cause to be issued such a sttikicate unless it has received a
stock power duly endorsed in blank with respediuch shares. Each such stock certificate shallthedbllowing legend:

The transferability of this certificate and the igsa0f stock represented hereby are subject tretdctions, terms and conditions
(including forfeiture provisions and restrictiongaénst transfer) contained in the Southwestern gn€ompany 2004 Stock
Incentive Plan and an
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Agreement entered into between the registered owofrurch shares and Southwestern Energy Compangpy of the Plan and
Agreement are on file in the principal executivBoafs of the Company.

Such legend shall not be removed from the certéieaidencing such shares unless and until sualesib&come vested and the restrictior
the transfer thereof lapse pursuant to the termsoliand any agreement evidencing such RestridiskS

(2) Each certificate issued pursuant to Sectial)(8] hereof, together with the stock powers ratato the shares of Restricted
Stock evidenced by such certificate, shall be bglthe Company as custodian.

(e) Benefits Upon Vesting

Upon the vesting of a share of Restricted Stockymmt to the terms hereof, the restrictions ofiBe@(c) hereof shall cease to apply
to such share. Reasonably promptly after a shaResfricted Stock vests pursuant to the terms heteoCompany shall cause to be issued
and delivered to the Participant to whom such shaere granted, a certificate evidencing such slifiae of the legend set forth in Section 8
(d)(2) hereof, together with any other propertyhaf Participant held by the Company as custodiasuaunt to Section 8(d)(2) hereof.

Upon the vesting of a Restricted Stock Unit purst@anhe terms hereof, the Participant shall béledtto receive, within 30 days of
the applicable Vesting Date or such later datdha<Committee shall determine, a payment in castrestof Common Stock, or a combinat
of cash and shares of Common Stock as the Compiittés sole discretion, shall determine with éueaequal to the sum of (i) the Fair
Market Value of a share of Common Stock on theiagple Vesting Date with respect to each such Réstk Stock Unit and (ii) the
aggregate amount of cash dividends, if any, patl véispect to a share of Common Stock during thegeommencing on the date on which
such Restricted Stock Unit was granted to the &paint and terminating on the applicable Vestingeldar such Restricted Stock Unit.

(f) Effect of Termination of EmploymentParticipants Other than Directors

(1) Unless the Committee provides otherwise oaftar the date of grant, in the event that the egrpent of a Participant with
the Company and its Subsidiaries shall terminatafy reason other than Cause prior to the vesfifpstricted Stock or Restricted
Stock Units granted to such Participant, a portibsuch Restricted Stock or Restricted Stock Umnitshe extent not forfeited or
cancelled on or prior to such termination pursuargny provision hereof or any agreement evidensirgh Restricted Stock or
Restricted Stock Units, shall vest on the dateuohdermination. The portion referred to in thege@ing sentence shall be determine
the Committee and may be based on the achieverhany@onditions imposed by the Committee with ee$jto such Restricted Stock
or Restricted Stock Units pursuant to Section 8loich portion may be zero.

(2) Inthe event of the termination of a Particips employment with the Company and its Subsidafor Cause, all Restricted
Stock or Restricted Stock Units granted to suchiépant which have not vested as of the date ohgarmination shall immediately be
cancelled and forfeited.

(3) For purposes of clarification, unvested Restd Stock and Restricted Stock Units held by déi¢jaant employed by an entity
that is a Subsidiary of the Company will terminatel be forfeited immediately when such entity cedsde a Subsidiary of the
Company, unless the Committee determines otherwise.

(9) Effect of Discontinuance of DirecterTerm

(1) Unless the Committee provides otherwise oaftr the date of grant, in the event that the tefia Director's membership on
the Board of Directors expires for any reason othan a removal of the
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Director from the Board of Directors by the shaldkes of the Company prior to the Vesting Date wébpect to Restricted Stock or
Restricted Stock Units granted to such Directgrodion of such shares or units, as the case matp lbke extent not forfeited or
cancelled on or prior to such termination pursaargny provision hereof or of the agreement evidensuch Restricted Stock or
Restricted Stock Units, shall vest on the dateuohgermination. The portion referred to in thegading sentence shall be determine
the Committee at or after the time of the grarduath Restricted Stock or Restricted Stock Unitsraagl be based on the achievemel
any conditions imposed by the Committee with respesuch Restricted Stock or Restricted Stock $Jpitrsuant to Section 8(b). Such
portion may be zero.

(2) In the event that a Director is removed frdva Board of Directors by the shareholders of them@any, all Restricted Stock
and Restricted Stock units granted to such Direstich have not vested as of the date of such retioin shall immediately be
forfeited.

(h) Effect of Change in Control

Upon the occurrence of a Change in Control, alfehaf Restricted Stock which have not theretof@sted (including those with
respect to which the Issue Date has not yet oad)yroe been cancelled or forfeited pursuant to proyision hereof or any agreement
evidencing such Restricted Stock, shall immediatelt.

() Cash Tax Bonuses

The Committee may grant to any Participant a castbonus in an amount determined by the Committemable the Participant to
pay any federal, state or local income taxes ayisurt of the award or vesting of Restricted StocRestricted Stock Units.

9. Performance Measures
(@) Performance Measures

The following are the Performance Measures uporthvtiie payment or vesting of an Incentive Award tBovered Employee issu
under this Plan that is intended to qualify as #terhnce-Based Compensation shall be based unfirsh@annual meeting of shareholders of
the Company that occurs in the fifth year followihg year in which the shareholders approve thetamoof this Plan, unless the Committee
earlier proposes for shareholder vote and the bblters approve a change in the general Performdeesures: (1) Present Value per Da
Invested; (2) Relative Total Shareholder ReturhR8serve Replacement Efficiency; (4) Total O&M Gqser Therm; (5) Therms Delivered
per Employee; (6) Return on Assets; (7) Cash FlemShare; (8) Earnings per Share; (9) Return ont§d0) Net Income; (11) Production;
and (12) Reserve Additions.

Any Performance Measure(s) may be used to medsengetrformance of the Company or a Subsidiaryvalsade or any business
unit of the Company or any Subsidiary or any coration thereof, as the Committee may deem apprapmatany of the above Performance
Measures as compared to the performance of a grocmparable companies, or a published or spewak that the Committee, in its sole
discretion, deems appropriate. The Committee haadithority to make the grant, vesting or settlednéany Incentive Award issued or to be
issued under the Plan contingent upon the achiewveafi¢he Performance Measures specified in thigcker9. The Committee also has the
authority to provide for accelerated vesting of amard based on the achievement of performance goasuant to the Performance
Measures specified in this Article 9. The Commitiéso has the authority to use any other performameasures in connection with awards
under the Plan that are not intended to qualiffe$ormance-Based Compensation.

(b) Committee Discretion

In the event that the requirements of Section 1§2fma the regulations thereunder change to peromtr@ittee discretion to alter the
governing Performance Measures without obtainiragediolder approval of
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such changes, the Committee shall have sole diseret make such changes without obtaining shadeii@pproval. In addition, in the event
that the Committee determines that it is advistiigrant awards that shall not qualify as PerforoeaBased Compensation and/or to amend
previously granted awards in a way that would didifuthem as Performance-Based Compensation, tmendittee may make such grants
without satisfying the requirements of Code Secfi62(m) and may base vesting on Performance Meastier than those set forth in
Section 9 and/or make such amendments.

10. Adjustment Upon Changesin Common Stock

(a) Adjustment upon Certain Events

In the event of any change in the shares of Com&took outstanding by reason of any stock dividemshtit, recapitalization,
merger, consolidation, combination, spin-off, reslfication or exchange of shares or similar capmchange (such change, an “Adjustment
Event”), (i) the maximum aggregate number of shaf€Sommon Stock with respect to which Incentiveakds may be granted under the
Plan, the maximum number of Incentive Awards thay e granted to any individual Participant in Eeedar year, (i) the type or class of
securities with respect to which Incentive Awardsyrbe granted under the Plan, (iii) the numbere typd class of securities covered by any
then outstanding Options and SARs and the respeekercise prices applicable under any then owtstgrOptions and SARs and (iv) the
number, type and class of securities covered byo#msr then outstanding Incentive Awards and tipeetive limitations or other criteria
applicable to any then outstanding Incentive Awandy be appropriately adjusted as the Committek dé@rmine to prevent enlargemen
dilution of the rights of Participants hereunded éime Committee’s determination hereunder shadldielusive. In the event of any change in
the shares of Common Stock outstanding by reasanybther event or transaction, the Committee rbayneed not, make such adjustme
in the number, type and class of shares of seesinitith respect to which Incentive Awards may entgd or that are subject to then
outstanding Incentive Awards, and the other terntsanditions of then outstanding Incentive Awaatsthe Committee may deem
appropriate to prevent enlargement or dilutionhef tights of Participants hereunder and the Coremitetermination shall be conclusive.

(b) Outstanding Restricted Stock and RestrictediSUnits

Unless the Committee otherwise determines, anyrgiesuor other property (including dividends paidcash) issued or paid with
respect to shares of Restricted Stock or shar€owmfmon Stock underlying Restricted Stock Units #iratoutstanding as of the date an
Adjustment Event occurs which have not vested asiofi date shall be promptly deposited with the @amy pursuant to Section 8(d)(2) and
shall not become vested or transferable to thedjaht unless and until such Participant’s righith respect to the related shares of
Restricted Stock or shares of Common Stock undeglthe Restricted Stock Units become vested.

(c) Outstanding Options and SAR€ertain Transactions

Notwithstanding any other provision of the Planthia event of (i) a dissolution or liquidation afi@8hwestern, (ii) a sale of all or
substantially all of Southwestern’s assets or &ifherger or consolidation involving Southwesténe, Committee shall have the power to:

(A) cancel, effective immediately prior to the ao@ence of such event, each Option and SAR outstgrichmediately prior to
such event (whether or not then vested or exerelsadnd, in full consideration of such cancellatipay to the Participant to whom si
Option or SAR was granted an amount in cash, foh share of Common Stock subject to such Optid®AdR, respectively,
immediately prior to such event, equal to the exe#gA) the value, as determined by the Committiethe property (including cash)
received by the holder of a share of Common Steck @esult of such event over (B) the exerciseepfcsuch Option or SAR; or

(B) provide for the exchange of all or a portidrsach Options and/or SARs outstanding immedigbelgr to such event (whether
or not then vested or exercisable) for equivalgnibos or stock appreciation
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rights covering securities of the acquiring enfdy the ultimate parent thereof) and, incidentet®rmake an equitable adjustment as
determined by the Committee in the exercise pricaioh exchanged option or stock appreciation rightl/or the number, type and
class of securities subject to such exchangedmptigtock appreciation right or, if appropriategypde for a cash payment to the
Participant to whom such Option or SAR was graimguartial consideration for the exchange of thei@por SAR.

(d) No Other Rights

Except as expressly provided in the Plan, no Rpatit shall have any rights by reason of any subidin or consolidation of shares
of stock of any class, the payment of any divident increase or decrease in the number of shastsak of any class or any dissolution,
liquidation, merger or consolidation of Southwester any other corporation. Except as expresslyigeal in the Plan, no issuance by
Southwestern of shares of stock of any class,airges convertible into shares of stock of amssl| shall affect, and no adjustment by
reasons thereof shall be made with respect tmuhgber of shares of Common Stock subject to amiiveeAward or the exercise price of
any Option or SAR.

11. Rightsasa Sockholder

No person shall have any rights as a stockholdér rgspect to any shares of Common Stock coveredt bslating to any Incentive
Award granted pursuant to the Plan until the datb@issuance of a stock certificate with respecuch shares. Except as otherwise
expressly provided in Section 10 hereof, no adjestnoef any Incentive Award shall be made for divide or other rights for which the recc
date occurs prior to the date such stock cert#icatssued.

12. No Special Employment Rights; No Right to Incentive Award

Nothing contained in the Plan or any Incentive Advsinall confer upon any Participant any right webpect to the continuation of
his employment by or service to the Company orfate in any way with the right of the Company ay éime to terminate such employment
or to increase or decrease the compensation ¢fdhéecipant from the rate in existence at the tohthe grant of an Incentive Award.

No person shall have any claim or right to recairndncentive Award hereunder. The Committee’s gngnaf an Incentive Award to
a Participant at any time shall neither requireGloenmittee to grant an Incentive Award to suchiBigant or any other Participant or other
person at any time nor preclude the Committee finetking subsequent grants to such Participant oo#mr Participant or other person.

13. Securities Matters

(a) Southwestern shall be under no obligation fecethe registration pursuant to the Securitiesg&@ny shares of Common Stock
to be issued hereunder or to effect similar conmgkaunder any state laws. Notwithstanding anythigrgin to the contrary, Southwestern
shall not be obligated to cause to be issued davated any certificates evidencing shares of Com@imek pursuant to the Plan unless and
until Southwestern is advised by its counsel thatissuance and delivery of such certificates tompliance with all applicable laws,
regulations of governmental authority and the regquents of any securities exchange on which stiir€emmon Stock are traded. The
Committee may require, as a condition to the isseia@md delivery of certificates evidencing shafeSammon Stock pursuant to the terms
hereof, that the recipient of such shares make soeénants, agreements and representations, anslitfacertificates bear such legends, as
the Committee deems necessary or desirable.

(b) The exercise of any Option granted hereundalt shly be effective at such time as counsel totBwestern shall have determi
that the issuance and delivery of shares of Com&took pursuant to such exercise is in compliantk all applicable laws, regulations of
governmental authority and the requirements of
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any securities exchange on which shares of Comrntaek &re traded. Southwestern may, in its solerglign, defer the effectiveness of an
exercise of an Option hereunder or the issuanteusfer of shares of Common Stock pursuant toargntive Award pending or to ensure
compliance under federal or state securities |&wsthwestern shall inform the Participant in wagtiof its decision to defer the effectiveness
of the exercise of an Option or the issuance aisfex of shares of Common Stock pursuant to angritive Award. During the period that the
effectiveness of the exercise of an Option has bleégrred, the Participant may, by written notisghdraw such exercise and obtain the
refund of any amount paid with respect thereto.

14. Withholding Taxes
(&) Cash Remittance

Whenever shares of Common Stock are to be issumt the exercise of an Option or the grant or vgstihan Incentive Award,
Southwestern shall have the right to require théid@ant to remit to Southwestern in cash an ansufficient to satisfy federal, state and
local withholding tax requirements, if any, attriédble to such exercise, grant or vesting priohtodelivery of any certificate or certificates
for such shares or the effectiveness of the lapsaah restrictions. In addition, upon the exercissettlement of any Incentive Award in c:
Southwestern shall have the right to withhold frany cash payment required to be made pursuantaehemeamount sufficient to satisfy the
federal, state and local withholding tax requiretagifi any, attributable to such exercise or setéat.

(b) Stock Remittance

At the election of the Participant, subject to sipproval of the Committee, when shares of CommonkSire to be issued upon the
exercise, grant or vesting of an Incentive Awahné, Participant may tender to Southwestern a nuaibgrares of Common Stock that have
been owned by the Participant for at least six Im®htving a Fair Market Value at the tender daterdened by the Committee to be
sufficient to satisfy the federal, state and lag#hholding tax requirements, if any, attributabbesuch exercise, grant or vesting but not
greater than such withholding obligations. Suclctéda shall satisfy the Participant’s obligatiomgler Section 14(a) hereof, if any.

(c) Stock Withholding

At the election of the Participant, subject to #pproval of the Committee, when shares of CommonkStre to be issued upon the
exercise, grant or vesting of an Incentive AwarljtBwestern shall withhold a number of such shhesing a Fair Market Value at the
exercise date determined by the Committee to Hecrurft to satisfy the federal, state and locahhilding tax requirements, if any,
attributable to such exercise, grant or vestingnmtitgreater than such withholding obligations.Sealkection shall satisfy the Participant’s
obligations under Section 14(a) hereof, if any.

15. Amendment or Termination of the Plan

The Board of Directors may at any time suspendsootitinue the Plan or revise or amend it in aispeet whatsoever; provided,
however, that without approval of the shareholdies,Board of Directors may not amend Section 8{¢fe Plan, and, provided, further, that
without approval of the shareholders, no revisibpammendment shall (i) except as provided in Sectidhereof, increase the number of sh
of Common Stock that may be issued under the Filamaterially increase the benefits accruingrtdividuals holding Incentive Awards
granted pursuant to the Plan, or (iii) materiallgdify the requirements as to eligibility for paigiation in the Plan. Nothing herein shall
restrict the Committee’s ability to exercise itsatetionary authority hereunder pursuant to Seetibereof, which discretion may be
exercised without amendment to the Plan. No ad¢teneunder may, without the consent of a Participaaiuce the Participant’s rights under
any previously granted and outstanding IncentiveavNothing herein shall limit the right of the @pany to pay compensation of any kind
outside the terms of the Plan.
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16. No Obligation to Exercise
The grant to a Participant of an Option or SAR lsingbose no obligation upon such Participant toreise such Option or SAR.
17. Transfers Upon Death

Subject to Section 6(c)(5), upon the death of &gi¢hant, outstanding Incentive Awards granteduohsParticipant may be exercised
only by the executors or administrators of theiBigint’s estate or by any person or persons whd bhve acquired such right to exercise by
will or by the laws of descent and distributionbfact to Section 6(c)(5), no transfer by will oettaws of descent and distribution of any
Incentive Award, or the right to exercise any InoenAward, shall be effective to bind Southwestentess the Committee shall have been
furnished with (a) written notice thereof and watltopy of the will and/or such evidence as the Ciatammmay deem necessary to establish
the validity of the transfer and (b) an agreementhle transferee to comply with all the terms aadditions of the Incentive Award that are
would have been applicable to the Participant argktbound by the acknowledgements made by thiparit in connection with the grant
of the Incentive Award. Except as provided in tBection 17, Section 6(c)(5), or as determined byGbmmittee at or after the date of grant,
no Incentive Award shall be transferable, and db@kxercisable only by a Participant during theiéipant’s lifetime.

18. Expenses and Receipts

The expenses of the Plan shall be paid by Soutlkewesiny proceeds received by Southwestern in adiorewith any Incentive
Award will be used for general corporate purposes.

19. Failureto Comply

In addition to the remedies of Southwestern elseg/peovided for herein, failure by a Participanttonply with any of the terms a
conditions of the Plan or the agreement executesliblp Participant evidencing an Incentive Awardess such failure is remedied by such
Participant within ten days after having been medifof such failure by the Committee, shall be gsifor the cancellation and forfeiture of
such Incentive Award, in whole or in part, as thrarnittee may determine.

20. Effective Date and Term of Plan

The Plan was adopted by the Board of Directorsatrirary 17, 2004, subject to the approval of ttam Bl the shareholders of
Southwestern. All Incentive Awards granted underBltan shall be void unless such shareholder appi®obtained. No grants may be made
under the Plan after February 17, 2014.
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APPENDIX B
AUDIT AND NON-AUDIT SERVICES PRE-APPROVAL POLICY

I. Statement of Principles

The Audit Committee of the Board of Directors (teidit Committee”) is responsible for the appointmiecompensation and
oversight of the work of the independent auditcs.part of this responsibility, the Audit Commitiseaequired to pre-approve the audit and
non-audit services performed by the independentaud order to assure that they do not impairdhditor’'s independence from the
Company. The Securities and Exchange Commissien‘8&C") has issued rules specifying the typesofises that an independent auditor
may not provide to its audit client, as well as #luelit committee’s administration of the engagenoéthe independent auditor. Accordingly,
the Audit Committee has adopted, and the Boardifdibrs has ratified, this Audit and Non-Audit @ees Pre-Approval Policy (the
“Policy”), which sets forth the procedures and toaditions pursuant to which services proposedetpdrformed by the independent auditor
may be pre-approved. As set forth in this Poliayless a type of service has received the pre-appodthe Audit Committee as set forth in
the appendices to this Policy, it will require segp@ pre-approval by the Audit Committee if itéskte provided by the independent auditor.

In making its pre-approval determinations, the A@bmmittee will consider whether the applicablevees are consistent with the
SEC's rules on auditor independence. The Audit Committél also consider whether the independent audktbest positioned to provide
most effective and efficient service, for reasamshsas its familiarity with the Company’s busingssople, culture, accounting systems, risk
profile and other factors, and whether the sermdght enhance the Company'’s ability to manage atrobrisk or improve audit quality. All
such factors will be considered as a whole, andrmeofactor should necessarily be determinative.

The Audit Committee is also mindful of the relathip between fees for audit and non-audit seniiteeciding whether to pre-
approve any such services and may determine, @br fscal year, the appropriate ratio between dit@ amount of fees for Audit, Audit-
related and Tax services and the total amountes fer certain permissible non-audit services diaglsas All Other services.

The appendices to this Policy describe the Audiiglifrelated, Tax and All Other services that htheepre-approval of the Audit
Committee. The term of any pre-approval is 12 meifitbm the date of pre-approval, unless the Audin@ittee considers a different period
and states otherwise. The Audit Committee may adulibtract to the list of pre-approved servicesgiftone to time, based on subsequent
determinations.

The purpose of this Policy is to set forth the pdares by which the Audit Committee intends toifuité responsibilities. It does not
delegate the Audit Committee’s responsibilitiepte-approve services performed by the independetitar to management.

The independent auditor has reviewed this Polidy/talieves that implementation of the policy wititradversely affect the auditor’s
independence.

II. Delegation

As provided in the SEC's rules, the Audit Committeay delegate prapproval authority to one or more of its membetse Thembe
to whom such authority is delegated must reportirfiarmational purposes only, any pre-approvaligiens to the Audit Committee at its
next scheduled meeting. The Audit Committee do¢slelegate its responsibilities to pre-approveises/performed by the independent
auditor to management.
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lll.  Audit Services

Although the fee levels for the annual Audit seegiengagement are included as items 1 and 2 om@eh&to this Policy, the actu
Audit services engagement terms and fees will bgestito the specific pre-approval of the Audit Guoittee as set forth in an engagement
letter executed by the chairman of the Audit Conteritand the independent auditor. Audit servicel sttdude the annual financial statem
audit (including required quarterly reviews) andestprocedures required to be performed by thepexéent auditor to be able to form an
opinion on the Company’s consolidated financialesteents, and may include subsidiary audits andyy@uiestment audits. These other
procedures include information systems and pro@daviews and testing performed in order to unides and place reliance on the systems
of internal control, and consultations relatinghie audit or quarterly reviews. Audit services afsdude the attestation engagement for the
independent auditor’s report on management’s regoiternal controls for financial reporting. TRadit Committee will monitor the Audit
services engagement as necessary, but no lesertequarterly basis, and will also approve, ifessary, any changes in terms, conditions
and fees resulting from changes in audit scope, gaom structure or other items.

In addition to the annual Audit services engagerapptroved by the Audit Committee, the Audit Comegtmay grant pre-approval
to other Audit services, which are those servibas only the independent auditor reasonably cawigieo Other Audit services may include
statutory audits or financial audits for subsidiaror affiliates of the Company and services aasadiwith SEC registration statements,
periodic reports and other documents filed with$EC or other documents issued in connection veithusties offerings.

The Audit Committee has pre-approved the Auditisessidentified as items 3, 4 and 5 on SchedulédA other Audit services not
listed on_Schedule Aust be separately pre-approved by the Audit Cotemit

IV. Audit-related Services

Audit-related services are assurance and relat@ites that are reasonably related to the perfoomaf the audit or review of the
Companys financial statements and that are traditionadisfggmed by the independent auditor. Because thiitAlommittee believes that t
provision of Audit-related services does not imphé independence of the auditor and is consistghtthe SEC'’s rules on auditor
independence, the Audit Committee may grant preeaah to Audit-related services. Audit-related seeg include, among others, due
diligence services pertaining to potential busiresguisitions/dispositions; accounting consultagioglated to accounting, financial reporting
or disclosure matters not classified as “Audit gags”; assistance with understanding and implemgmew accounting and financial
reporting guidance from rulemaking authoritiesafigial audits of employee benefit plans; agreediugreexpanded audit procedures related
to accounting and/or billing records required tspend to or comply with financial, accounting ogukatory reporting matters; and assistance
with internal control reporting requirements.

The Audit Committee has pre-approved the Audittezlaservices on Schedule. Bl other Audit-related services not listed on
Schedule Bnust be separately pre-approved by the Audit Cotemit

V. Tax Services

The Audit Committee believes that the independaditar can provide Tax services to the Company sisctax compliance, tax
planning and tax advice without impairing the aodé independence, and the SEC has stated thatdependent auditor may provide such
services. Therefore, the Audit Committee believesdy grant pre-approval to those Tax servicestthaé historically been provided by the
auditor, that the Audit Committee has reviewed helieves would not impair the independence of tiditar, and that are consistent with the
SEC'’s rules on auditor independence. The Audit Catemwill not permit the retention of the indepentiauditor in connection with a
transaction initially recommended by the independewitor, the sole
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business purpose of which may be tax avoidancetanthx treatment of which may not be supportettiéninternal Revenue Code and rel:
regulations. The Audit Committee will consult withe Controller or outside counsel to determine thattax planning and reporting positions
are consistent with this policy.

Pursuant to the preceding paragraph, the Audit Cittedrhas pre-approved the Tax services on Sché&uldl Tax services
involving large and complex transactions not listedSchedule @ust be separately pre-approved by the Audit Cotemiincluding: tax
services proposed to be provided by the indeperaietitor to any executive officer or director o€ tGompany, in his or her individual
capacity, where such services are paid for by tragany.

V1. All Other Services

The Audit Committee believes, based on the SEQé&srprohibiting the independent auditor from prawvigspecific non-audit
services, that other types of non-audit servicesparmitted. Accordingly, the Audit Committee bedés it may grant pre-approval to those
permissible non-audit services classified as AléDtservices that it believes are routine and re@yuservices, would not impair the
independence of the auditor and are consistentthigtSEC’s rules on auditor independence.

The Audit Committee has not yet pre-approved amyices in the “All Other” category. At such timé @ver) that the Audit
Committee elects to pre-approve any such servigésebindependent auditor, the same shall be deston Schedule DPermissible All
Other services not listed on SchedulenDst be separately pre-approved by the Audit Cotemit

A list of the SEC’s prohibited non-audit servicesttached to this policy as Exhibit The SEC'’s rules and relevant guidance should
be consulted to determine the precise definitidiihese services and the applicability of excetitimcertain of the prohibitions.

VII. Pre-Approval Fee Levels or Budgeted Amounts

Pre-approval fee levels or budgeted amounts fasesitices to be provided by the independent audiibbe established periodically
by the Audit Committee. Any proposed services edoepthese levels or amounts by more than ten pe(@@%) will require specific pre-
approval by the Audit Committee. The pre-approweall€vels set forth in the Appendices to this Ratio not include out-of-pocket expenses
incurred by the independent auditor.

The Audit Committee is mindful of the overall rétatship of fees for audit and non-audit servicedetermining whether to pre-
approve any such services. For each fiscal yeartidit Committee may determine the appropriate taétween the total amount of fees for
Audit, Audit-related and Tax services, and theltataount of fees for services classified as All @tkervices.

VIll. Procedures

All requests or applications for services to bevjated by the independent auditor that do not regs@parate approval by the Audit
Committee will be submitted to the Company’s Colfercand must include a detailed description ofgkevices to be rendered. The
Controller will determine whether such servicesinoduded within the list of services that haveaiged the pre-approval of the Audit
Committee. The Audit Committee will be informed @timely basis of any such services rendered bynttependent auditor.

Requests or applications to provide services #@tire separate approval by the Audit Committeébeilsubmitted to the Audit
Committee by both the independent auditor and thati@ller, and must include a joint statement astether, in their view, the request or
application is consistent with the SEC'’s rules aditor independence.
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The Audit Committee has designated the internaitautb monitor the performance of all servicesyided by the independent
auditor and to determine whether such servicemarempliance with this Policy. The internal audiall report to the Audit Committee on a
periodic basis on the results of its monitoringtiBihe internal auditor and management will immedyareport to the chairman of the Audit
Committee any breach of this Policy that come$éoattention of the internal auditor or any mendfenanagement.

The Audit Committee will also review the internaiditor's annual internal audit plan to determinatttihe plan provides for the
monitoring of the independent auditor’s services.

IX. Additional Requirements

The Audit Committee has determined to take addifiomeasures on an annual basis to meet its regpldgsd oversee the work of
the independent auditor and to assure the auditad&pendence from the Company, such as reviewfogngal written statement from the
independent auditor delineating all relationshipsateen the independent auditor and the Companyjstent with Independence Standards
Board Standard No. 1, and discussing with the iaddpnt auditor its methods and procedures for enggimdependence.
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SCHEDULE A

Pre-Approved Audit Services for the Audit of Decembr 31, 2003
Financial Statements and Other Audit Services for I5cal Year 2004

Dated: January 1, 2004

Service

Audit of the Compar's consolidated financial statements for the yededbecember 31, 20(

2. Interim reviews of the Company’s quartdiancial statements for each of the three quadgeded March 31, 2004,
June 30, 2004 and September 30, 2

Statutory audits or financial audits fobsidiaries or affiliates of the Compa

4.  Services associated with SEC registratiatements, periodic reports and other documerad filith the SEC or oth
documents issued in connection with securitiesrioifis (e.g., comfort letters, consents), and asi€t in responding
to SEC comment lette

5. Consultations by the company’s managenetd ¢he accounting or disclosure treatment ofstaations or events
and/or the actual or potential impact of final cogosed rules, standards or interpretations bypt€, FASB, or
other regulatory or standard setting bodies (Ndteder SEC rules, some consultations may be “aethted”
services rather the*audi” services!
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Range of Fee

$ 150,00(

$ 39,00(
$ 20,00(
$ 20,00(
$ 10,00(
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SCHEDULE B

Pre-Approved Audit-Related Services for the Audit  December 31, 2003
Financial Statements and Other Audit-Related Servies for Fiscal Year 2004

Date: January 1, 2004

Service

1.

Due diligence services pertaining to patéfiusiness acquisitions/dispositions includingew of financial
statements, financial data and records, and dienswith acquiree/acquiror finance and accoungiagsonne

Financial statement audits of employee fisngans

Internal control reviews and assistancé witernal control reporting requirements and infation systems review
not performed in connection with the audit (e.gplaation, data center and technical revie

Consultations by the company’s managemetd the accounting or disclosure treatment ofsiations or events
and/or the actual or potential impact of final coposed rules, standards or interpretations byste, FASB, or
other regulatory or standard-setting bodies (NOteder SEC rules, some consultations may be “aséitVices
rather thar“audi-relate¢’ services)

Subsidiary or equity investee audits nquned by statute or regulation that are incrementthe audit of the
consolidated financial statemel

Closing balance sheet audits pertainingjgpositions

Assistance with implementation of the reguients of SEC rules or listing standards promelgjgursuant to the
Sarbane-Oxley Act
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Range of Fee

$ 20,00(
$ 37,00(
$ 30,00(
$ 10,00(
$ 20,00(
$ 20,00(
$ 50,00(
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SCHEDULE C

Pre-Approved Tax Services for Tax Returns for YealEnded December 31, 2003
and Other Tax Services for Fiscal Year 2004

Dated: January 1, 2004

Service

1. U.S. federal, state and local tax planmind advice on mergers, acquisitions and restrungs

2. U.S. federal, state and local tax assigt@esponding to requests from the company’s taardeent regarding
technical interpretations, applicable laws and l&tgns, and tax accountir

3. Review of federal, state and local incofremchise, and other tax returns, including cormdighs regarding
applicable handling of items for tax returns, regdidisclosures, elections, and filing positionaikable to the
company

4.  Assistance with tax audits and appealsrbafee IRS and similar state and local agenciess@sested by the
compan’s tax departmer
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Range of Fee

$ 10,00(

$ 10,00(
$ 21,00(
$ 10,00(
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SCHEDULE D
Pre-Approved All Other Services for Fiscal Year 200
Dated: January 1, 2004

Range of Fee

Service

None Pr-Approved N/A
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EXHIBIT 1
Prohibited Non-Audit Services

» Bookkeeping or other services related to the adiogimecords or financial statements of the auliéne
» Financial information systems design and implentéa

» Appraisal or valuation services, fairness opinionsontributions-in-kind reports

* Actuarial services

» Internal audit outsourcing services

* Management functions

* Human resources

» Broker-dealer, investment adviser or investmenklmnservices

» Legal services

» Expert services unrelated to the audit
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GEORGE BUSH INTERCONTINENTAL AIRPORT
to WYNDHAM HOTEL (GREENSPOINT)
12400 GREENSPOINT DR.
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Southwestern Energy Company

Dear Shareholder,

Shareholders of Southwestern Energy Company cantaaadvantage of several new services availabbeigh our transfer agent,
EquiServe Trust Company, N.A. These services irelud

DirectService Investment Program

Shareholders may purchase or sell Southwesterrgi@mpany stock directly through the Program nathan dealing with a broker.
Automatic investment allows you to purchase addélshares on a regular basis by authorizing EquéSte electronically debit your
checking or savings account each month. Sharelsotder deposit certificates to be held on accourgdéekeeping, request a certificate for
shares held on account or transfer shares to others

Vote-by-Internet

Shareholders may now vote their shares via therlaetdy following the directions on the reverseesid this card. Votes may be cast
by Internet up until 11:59 p.m. on the day befdre Annual Meeting.

Internet Account Access

Shareholders may access their accounts on-linevat.@quiserve.com Through Account Access you will have the abitiiyiew
your holdings, request address changes, certifidentification numbers, and buy and sell she

Transfer Agent Contact Information

EquiServe Trust Company, N.. Telephone Inside the US, (800) 44¢-2617
P.O. Box 4306 Telephone Outside the US. (781) 57'-272%
Providence, RI 02943069 TDD/TYY for Hearing Impaired (800) 95:-924¢

FOLD AND DETACH HERE

PROXY

SOUTHWESTERN ENERGY COMPANY
2350 N. Houston Parkway East, Suite 300
Houston, Texas 77032

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby appoints each of Kenneliderton and Charles E. Scharlau as Proxies, withep@f substitution, and hereby
authorizes them to represent and to vote, as dasidinereon, all the shares of Common Stock oftBastern Energy Company held of
record by the undersigned on March 16, 2004, aAthmial Meeting of Shareholders to be held on M2y2D04, or any adjournment or
adjournments thereof.

Nominees
01 L. Epley, Jr 05 V. Kuuskraz
02 J. Hammerschmic 06 K. Mourton
03 R. Howarc 07 C. Scharla
04 H. Korell
(Continued, and to be marked, dated and signetheoather side)
HAS YOUR ADDRESS CHANGED DO YOU HAVE ANY COMMENTS?

(If you have written in the above space, please miathe corresponding box on the reverse side of thisard.)

The signer hereby revokes all proxies heretofovergby the signer to vote at said meeting or afjguaidments thereof. This proxy is
revocable at any time before it is exercised, thres retaining the right to attend the meeting @oi@ in persor
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AV Southwestern Energy
¥,/ .Y Company

¢

C/O EQUISERVE TRUST COMPANY N.A.
P.O. BOX 8613
EDISON, NJ 08818-8613

The EquiServe Vote-by-Telephone and Vote-by-Interresystems can be accessed
24-hours a day, seven days a week up until the dayior to the meeting.

Your vote is important. Please vote immediately.

Vote-by-Internet Vote-by-Telephone
OR
Log on to the Internet and go to Call toll-free
http://www.eproxyvote.com/sw 1-877-PRX-VOTE (1-877-77¢-8683)

If you vote over the internet or by telephone, plese do not mail your card.

FOLD AND DETACH HERE

[X] Please m_ark 492¢
votes as in
this example.

SOUTHWESTERN ENERGY COMPANY For, with exercise of cumulative voting privilededicate
number of votes cast for each nomir
1. Election of Directors: 2. Proposal to adopt the 2004 stock incerglaa for the

01 L. Epley, Jr. compensation of officers, directors, and key emgésyof the

02 J. Hammerschmidt Company and its subsidiaries.

03 R. Howard

04 H. Korell FOR AGAINST ABSTAIN

05 V. Kuuskraa a a O

06 K. Mourton

07 C. Scharlal
FOR 0O O WITHHELD In their discretion, the Proxies are authorizeddte on such
ALL FROM ALL other business as may properly come before theimgeet

NOMINEES NOMINEES

Mark box at right if you plan to attend the Anniwgeting in
person. O

O For all nominees except as written above. Mark box at right if an address change or commastbeen
noted on the reverse side of this card. O

This proxy when properly executed will be voted irthe
manner directed herein. If no direction is made, tis proxy
will be voted FOR the election of directors and FORhe
adoption of the 2004 stock incentive plar

NOTE: Please sign exactly as name appreaeon. Join
owners should each sign. When signing as
attorney, executor, administrator, trustee or
guardian, please give full title as such. If a
corporation, please sign in full corporate name by
president or other authorized officer. If a
partnership, please sign in partnership name t



authorized persol

Signature Date Signature Date

PLEASE MARK, SIGN, DATE, AND RETURN THE PROXY CARD PROMPTLY USING THE ENCLOSED ENVELOPE.

End of Filing
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