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Southwestern Energy Company
2350 N. Sam Houston Parkway East, Suite 125
Houston, Texas 77032

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
ON MAY 10, 2007

The Annual Meeting of Stockholders of Southwestemergy Company (the “Company”) will be held at the
Wyndham Greenspoint Hotel, 12400 Greenspoint Dil@yston, Texas 77060, on Thursday, thé lday of May,
2007, at 11:00 a.m., Central Daylight Time, for thkowing purposes:

(1) The election of six (6) directors to serve Lifte 2008 Annual Meeting of Stockholders or utitéir
respective successors are duly elected and quklifie

(2) The ratification of the appointment of PriceariouseCoopers LLP (“PwC") to serve as the Commany’
independent registered public accounting firm Far fiscal year ended December 31, 2007; and

(3) To transact such other business as may propenhe before the meeting or any adjournment or
adjournments thereof.

The Board of Directors has fixed the close of bestnon March 16, 2007, as the record date for the
determination of stockholders entitled to noticenfl to vote at the meeting and any adjournmemnédiie

The Company’s 2006 Annual Report, which is not pathe proxy soliciting material, is enclosed.

You are invited to attend the meeting. If you carattend, it is important that your shares be regméed and
voted at the meeting. You can vote your sharesobypteting and returning the proxy card or votingtinction carc
As an alternative, you can also vote your sharelephone 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 submissiamlafer-dated proxy or subsequent Internet or belpjz
proxy. If you attend the meeting, you may revokg proxy previously granted and vote in person.

By Order of the Board of Directors
/zf«{ At

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

March 28, 2007
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PROXY STATEMENT QUESTIONS

WHO IS ENTITLED TO VOTE AT THE ANNUAL MEETING?
Stockholders who own shares of common stock asatM16, 2007 may vote at the meeting. There were
169,102,499 shares of common stock outstandinpatrdiate.
WHEN WERE THE ENCLOSED SOLICITATION MATERIALS FIRST GIVEN TO STOCKHOLDERS?
This Proxy Statement and accompanying proxy aseliiging sent, or given, to stockholders on or ibou
March 28, 2007.
WHAT AM | VOTING ON, AND WHAT ARE THE BOARD’S RECOM MENDATIONS?

You are voting on the following:

« the election of six (6) directors; a
« the ratification of PwC as the Compi’s independent registered public accounting firnfikmal year 2007

The Board recommends a v6EOR” the election of six (6) directors afiBOR” the ratification of PwC as tl
Company’s independent registered public accouriingfor 2007.

WHAT CONSTITUTES A QUORUM OF STOCKHOLDERS?

We must have a quorum to conduct the meeting. Auguas the presence at the Annual Meeting in pemson
by proxy of stockholders entitled to cast a mayooit all the votes entitled to be cast as of tteord date. Since
there were 169,102,499 shares of common stockamulistg on March 16, 2007, the record date, theuqudor the
Annual Meeting requires the presence at the meatipgrson or by proxy of stockholders entitled/tte at least
84,551,250 shares. Broker non-votes, abstentiothsvgghhold-authority votes COUNT for purposes ofatenining
a quorum.

HOW MANY VOTES DOES IT TAKE TO ELECT DIRECTORS?

Directors are elected by a plurality of all theastast. Because six directors are being elettisdneans that
the six nominees who receive the highest numbeotfs will be elected.

HOW MANY VOTES DOES IT TAKE TO RATIFY THE APPOINTME NT OF PwC TO SERVE AS THE
COMPANY'S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR FISCAL YEAR 2007?

The proposal to ratify the appointment of PwC twvses the Company’s independent registered public
accounting firm for fiscal year 2007 will be appeahif a majority of the number of shares represkimeperson or
by proxy vote in favor of its adoption. Abstenticar® counted as shares voting on the proposal hthiag the
effect as a vote against the proposal. Broker raiasvare not counted as shares voting on this pabpo

HOW DO | VOTE?

You may vote your shares in person at the Annuatig or by proxy. Since many of our stockholdees a
unable to attend the meeting in person, we serxi/prards and offer electronic and telephone vatingll of our
stockholders to enable them to direct the votinthefr shares. If your shares are held by your érak “street
name,” your broker will provide you with materiaad instructions for voting your shares.
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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 “stremine” and you do not vote your shares by followimg t
instructions provided by your broker, your brokanaote your shares in the election of directos the ratification
of the appointment of PwC as the Company’s indepenrkegistered public accounting firm for fiscahy@007. If
you do not provide instructions to your broker awtto vote your shares, and your broker is not jtéechto vote
on the proposals without instructions from youptlyeur shares will be counted as “broker non-vofesthose
proposals.

WHAT IS A PROXY?

A proxy is a person you appoint to vote on yourdleWhen you vote by completing and returning the
enclosed proxy card, you will be designating Kehriet Mourton and Charles E. Scharlau as your psoXiée
solicit proxies so that all common shares may led/at the Annual Meeting. You must complete anagrrethe
enclosed proxy card or vote by phone or Internétatee your shares voted by proxy.

HOW WILL MY PROXY VOTE MY SHARES?

Your proxies will be voted in accordance with ymstructions. If you complete and return your praayd but
do not provide instructions on how to vote, yourxies will vote “FOR” the six (6) director nomineasd “FOR”
each additional proposal set out above. Also, yooxy card or a vote by you via phone or Internéitgive your
proxies authority to vote, using their best judgimen any other business that properly comes befereneeting.
HOW DO | VOTE USING MY PROXY CARD?

There are three steps:

Step 1
a. Proposal No. 1

Election of a board of six directors to serve uttig next Annual Meeting or until their successmesduly electe:
and qualify.

To vote for a director, you check the box marke®@R* opposite the name of the director. To withhypddir
vote from a director, mark tHeox “WITHHELD” opposite the name of the director.
b. Proposal No. 2

Ratification of the appointment of Pricewaterhousegers LLP as the independent registered publioacting
firm for the Company for fiscal year 2007.

To vote for Proposal No. 2, you check the box markeOR.” If you are opposed to the proposal, chitek
box, “AGAINST.” If you are unsure how to vote, matie box “ABSTAIN.”
Step 2

Sign and date your proxy card. IF YOU DO NOT SIGNBDATE YOUR PROXY CARD, YOUR VOTES
CANNOT BE COUNTED. EACH PROPERLY EXECUTED PROXY WILBE VOTED IN THE MANNER
DIRECTED. IF NO DIRECTION IS MADE, EACH SUCH PROXWILL BE VOTED AS “FOR” ALL
PROPOSALS SET OUT ABOVE.

Step 3

Mail your proxy card in the pre-addressed, posiaajd-envelope.
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HOW DO | VOTE BY TELEPHONE?
Record holders may submit proxies by following tWete-by-Telephone” instructions on their proxy dar

Stockholders who hold shares beneficially in “stresame” may vote by telephone by calling the number
specified on the voting instruction card providectheir brokers, trustee or nominees. Please ctieckoting
instruction card for telephone voting availability.

HOW DO | VOTE ON THE INTERNET?

Record holders with Internet access may submitipsoy following the “Vote-by-Internet” instructisron
their proxy cards. Stockholders who hold share&figally in “street name” may vote by accessing tebsite
specified on the voting instruction cards providgdheir brokers, trustee or nominees. Please ctiecloting
instruction card for Internet voting availability.

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 officers and employéss,
soliciting proxies primarily by mail. However, pries may also be solicited in person, by telepharfaasimile.
Morrow & Co., Inc., a proxy solicitation firm, wilbe assisting us for a fee of approximately $7 /508
out-of-pocket expenses. Southwestern Energy Compayy the cost of soliciting proxies and reimbutseskers
and others for forwarding proxy materials to you.
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PROPOSAL NO. 1
ELECTION OF DIRECTORS

At the meeting, six (6) directors are to be eletteserve until the next Annual Meeting or untigithrespective
successors are duly elected and qualified. Theeshrapresented by the enclosed proxy will be vatemhstructed b
the stockholders for the election of the nominesssed below. If no direction is made, the proxy Wwél voted
“FOR” the election of all of the nominees nameddlellf any nominee becomes unavailable for anyaeas if a
vacancy should occur before the election, the shagresented by the enclosed proxy may be voteslifdh other
person as the Board of Directors may recommend.Cidmepany has no knowledge that any nominee will be
unavailable for election. Directors are electeghyality vote.

The Board of Directors, upon the recommendatiothefNominating and Governance Committee, has pemf
the nominees set forth below for election as dinesctAll nominees for director are presently dioestof the
Company. Certain information concerning the nomnsriseset forth below.

Nominees for Election

LEWIS E. EPLEY, JR. Mr. Epley is a retired Attorney at Law and a prevatvestor. He is a member of the
Arkansas Bar Association and served as PresidghedEarroll County Bar Association in Arkansas Special
Associate Justice of the Supreme Court of Arkarldadhas served as a director of the Bank of EuSgkings since
1964, and has been the Vice Chairman of its BoBRirectors since 1993. He is a former Chairman ieaanber of
the Board of Trustees of the University of Arkanaad a former President and former director ofNbethwest
Arkansas Radiation Therapy Institute (NARTI). Heisrently a director and former Chairman of thavwdrsity of
Arkansas Foundation, Inc.; and a director of thévehsity of Arkansas Alumni Association. He alsorferly serve:
as a member of the NARTI Foundation Board. Mr. ¥jide70 years old and was first elected to the Camyfs
Board of Directors in 1998.

ROBERT L. HOWARD— Mr. Howard is a retired Vice President of Shell Odmpany. From 1991 to 1995,
was Vice President, Domestic Operations, Explonatiod Production of Shell, and President of Shelkt&rn Inc.
and Shell Offshore, Inc. In these positions, he igaponsible for all domestic exploration and pidiun activities.
From 1985-1991, Mr. Howard was President, Shelsife Inc., and was responsible for all offshoqg@ation
and production in the Gulf of Mexico, the East Gpaad Florida. During Mr. Howard’'36 years with Shell, he he
various positions within Shell’s exploration anadguction operations, including General Manager,|&#gtion and
Production, Mid-Continent Division, and General Mger, Exploration and Production, Rocky Mountairi§on
and Alaska Division. Mr. Howard served as a direcfoCamco International, Inc. of Houston, Texasnf 1995
until 1998. Mr. Howard served as a director of GcEaergy, Inc. from 1996 to April 2003, at whiché Ocean
Energy, Inc. was acquired by Devon Energy Corpc&ilspril 2003, Mr. Howard has served as a direofddevon
Energy Corp., one of the Company’s competitors,relne is the chairman of the Reserve Committee Hdward
has also served since 1997 as a director for Mcbgmternational, Inc. of New Orleans, Louisiamdnere he is th
chairman of the Nominating and Governance Committre Howard is also a director of the Company’s
subsidiaries, Southwestern Energy Production Com@BECO, Inc., DeSoto Drilling, Inc. and Diamord™
Production Company. He is 70 years old and firsab®e a director of the Company in 1995.

HAROLD M. KORELL— Mr. Korell is the President, Chief Executive iOfr and Chairman of the Board of
the Company. Mr. Korell joined Southwestern in 1887Executive Vice President and Chief Operatirfic&f On
May 22, 1998, Mr. Korell was promoted to Presidami Chief Operating Officer and was named Chiefchkee
Officer effective January 1, 1999. Mr. Korell wdsaed Chairman of the Board May 16, 2002. Mr. Klasealso a
director of the Company’s subsidiaries, Southweskerergy Production Company, SEECO, Inc., Southavast
Energy Midstream Services Company, DeSoto Drilling, and Diamond “M” Production Company. Previgysl
Mr. Korell was Senior Vice President ©perations of American Exploration Company, Exaelice President
McCormick Resources, and held various technicalraadagerial positions during his 17 years with TsanQil
Company, including Vice President of ProductiorioPto that time, he held various positions with bilo
Corporation. Mr. Korell is 62 years old and firgdame a director of the Company in 1998.
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VELLO A. KUUSKRAA— Mr. Kuuskraa is the President and Chairman efBbard of Advanced Resources
International, Inc., a privately held geologicatlangineering technical services company, locatestlington,
Virginia. He is internationally recognized for hirk in unconventional gas resources, energy ecammsupply
modeling, and new oil and gas recovery technologiesKuuskraa served on the United States Segrefar
Energy’s Natural Gas Supply Task Force, was a meofttbe National Academy of Sciences Study Comnesifor
defining the National Energy Modeling System, agad testified before the Federal Energy Regulatamy@ission
on the outlook for natural gas supplies. He hadighud over 100 technical papers, reports and ptaens on
energy resources and future natural gas suppliesKiiskraa is a recognized expert on the techmedoof tight ga
and shale gas recovery. He is also a recognizeerieap the technologies of coalbed methane andneellzoil
recovery and their adaptation for carbon dioxidgusstration. Mr. Kuuskraa is also a director of@mmpany’s
subsidiaries, Southwestern Energy Production Com@@BECO, Inc., DeSoto Drilling, Inc. and Diamord™
Production Company. Mr. Kuuskraa is 66 years olthaas first elected to the Company’s Board of Qimegin
2003.

KENNETH R. MOURTON— Mr. Mourton is an Attorney at Law with the firof Ball and Mourton, Ltd.,
PLLC, Fayetteville, Arkansas, of which he is theridging Principal Attorney, and he is an inactiveified public
accountant. Mr. Mourton also owns and operatesraklasinesses in various states related to begifuition,
lodging, warehousing and travel. He is the Chairmfaihe Razorback Foundation and is also a Boanuimee of the
Arkansas Rural Endowment Fund, a nonprofit corpanatreated by the State of Arkansas to help lan@yme,
rural Arkansas children obtain college and uniwgrsducations. Mr. Mourton is 56 years old and ¥uas elected t
the Company’s Board of Directors in 1995.

CHARLES E. SCHARLAU- Mr. Scharlau retired as President and Chief Exeeufifficer of the Company ¢
December 31, 1998. He began his career as the Gysdagal counsel in 1951 and was involved irfadlets of
the Company’s business for over 47 years. In 1866yas named Executive Vice President and firstedea
director of the Company. In 1972, he was electegiBent and Chief Executive Officer. Mr. Scharlawurrently of
counsel with the law firm of Conner & Winters, Llad was a consultant to the Company through Ma.2d@
has been a director of Ablest, Inc., Clearwatesrifth, since 1980; and a member and past chairrfintne &xecutiv
Committee for the Northwest Arkansas Council sib889. He is also a director of Arvest Bank, Fayeitts
Arkansas and the Razorback Foundation. He is adiomember and past chairman of the Board of Trasiéthe
University of Arkansas. Mr. Scharlau is also a clioe of the Company’s subsidiaries, Southwesterer@n
Production Company, SEECO, Inc., DeSoto Drilling;.land Diamond “M” Production Company. Mr. Scharis
79 years old.

CORPORATE GOVERNANCE

We have long believed that good corporate govemanportant to ensure that the Company is mahége
the longterm benefit of its stockholders. We periodicablyiew our corporate governance policies and prestic
compare them to those suggested by various au#soiit corporate governance and to the practiceshefr public
companies. We also continuously review the rulesragulations promulgated under the Sarbanes-Oxepf
2002, all new and proposed rules and regulatioiseoSecurities and Exchange Commission (the “SBGd)all
new and proposed listing and compliance standdrtleedNew York Stock Exchange (the “NYSE”), on whhigur
common stock is listed, in order to ensure compkanith all applicable requirements. The corpogateernance
polices implemented by us in order to meet thegairements are available on our websitew.swn.com under
the section “Corporate Governance” and include our:

* Audit Committee Charte|

e Compensation Committee Chart

« Nominating and Governance Committee Cha
* Retirement Committee Chart¢

» Corporate Governance Guidelin

* Business Conduct Guideline
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Code of Ethics fo§ 406 Officers;
Confidential Complaint Procedures for Questionasdeounting Practices

« Nonretaliation Policy; an
« Procedures for Contacting the Board/Presiding Dare

Copies of these documents are also available im fspge of charge to any stockholder upon requestut
Investor Relations Department located at our cafgolheadquarters and reachable at (281) 618-4700.

Identifying and Evaluating Nominees for Director

The Nominating and Governance Committee of our 8a@Directors has been delegated the respongibilit
selecting candidates for Board membership andxXt@neling invitations to join the Board of Directoihe
Nominating and Governance Committee is respons$iltlscreening candidates (in consultation with@tnéef
Executive Officer), for establishing criteria foominees and for recommending to the Board a sfaterinees for
election to the Board of Directors at the Annualdtieg of Stockholders. After a concurrent revievabfcandidates
by the Committee and the Chief Executive Offickg €hairman of the Board (who presently is alsoQEO)
interviews the potential candidates selected byCikmmittee and Chief Executive Officer, and repbits
conclusions to the Committee, together with a rebemdation of final candidates for interview by thembers of
the Committee. The Nominating and Governance Cotaenthen interviews the final candidates and recents tc
the full Board candidates for election based upenrésults of the interview. Final approval of aaydidate is maxc
by the full Board of Directors. Candidates are ciele for their character, judgment, business egpes and specif
areas of expertise, among other relevant considagtsuch as the requirements of applicable ladvliating
standards.

The Board of Directors recognizes the importanceatititing new candidates for membership on tharBmf
Directors and that the needs of the Board of Dinegtin terms of the relative experience and otjuatdifications of
candidates, may change over time. Candidates forbeeship on the Board may be suggested by anytdirec
stockholder, and the Board may retain professiseatch firms. Stockholders may nominate candidatedirectors
by following the procedures described below undptkholder Nominations.”

Selection Criteria for Nominees for Directors

Each member of the Board is expected to bring gusand valuable perspective to the governandeeof t
Company. When these unique skill sets are combimad environment of interaction and respect, theyide the
overall skill set of the Board and provide a strgogernance structure. Our Corporate GovernancdeBues,
which are available on our websitevatw.swn.conunder “Corporate Governance,” set forth certaiteda that
apply to the selection of director candidates:

< Each nominee director should be chosen withoutrdegasex, race, religion or national orig

» Each nominee director should be an individual eflifghest character and integrity and have thé&yhol
work well with others

« Each nominee director should have an inquiring miglon and good judgmer

» Each nominee director should be free of any candifiénterest which would violate any applicablevlar
regulation or interfere with the proper performan€¢he responsibilities of a directc

< Each nominee director should possess substantiaignificant business experience in specific aofas
expertise that would be important to the Comparthénperformance of the duties of a direc

» Each nominee director’s skill set should be completary to the background and experience of othardo
members

» Each nominee director should have sufficient timailable to devote to the affairs of the Compangrider
to carry out the responsibilities of a directord;
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< Each nominee director should have the capacitydasie to represent the balanced, best interesi of
stockholders and objectively appraise managemefdrpgance.

The Nominating and Governance Committee of the @o&Directors evaluates the qualifications of each
director candidate against the foregoing criteriadnnection with its recommendation to the Boandcerning each
nomination for election or re-election as a direciacluding members of the committee. The Nomimgtnd
Governance Committee, with direct input and adftiom our CEO, is responsible for assessing theapjate mix
of skills and characteristics required of Board rhers based on the Boasperceived needs at a given point in t
and periodically reviews and updates the foregoiitgria as deemed necessary.

Each director’s continuation on the Board is rexaévbefore that director is considered for re-ebectt the
expiration of his or her term. In connection with annual recommendation of a slate of nomineesNthminating
and Governance Committee, in consultation with@E® in his capacity as Chairman of the Board, resiand
assesses the contributions of those directorstediéar re-election. At the conclusion of this pees, the Chairman
of the Nominating and Governance Committee reghesCommittee’s conclusions to the full Board.

Stockholder Nominations

Our by-laws permit stockholders to nominate direcfor consideration at an annual meeting of stofdérs.
Such nominations must be made pursuant to timelgen writing to the Secretary of the Company,rMHK.
Boling, Southwestern Energy Company, 2350 N. Samsttm Parkway East, Suite 125, Houston, Texas 77032
be timely, a stockholder’s notice must be deliveieedr mailed and received at the principal exeeutiffices of the
Company not less than 50 nor more than 75 days farilne meeting date; provided, however, thahadvent that
less than 45 days’ notice of the meeting dateviergio stockholders, notice by the stockholder rhesteceived no
later than the close of business on the 15th dégwimg the day on which notice of the meeting dates mailed.
The written notice must set forth (a) as to eaaminee whom the stockholder proposes to nominatelémtion or
reelection as a director, (i) the name, age, bssiaedress and residence address of the nomifdee (rincipal
occupation or employment of the nominee, (iii) theess and number of shares of capital stock oCibrmpany
which are beneficially owned by the nominee anjl §iwy other information relating to the nomineet teaequired
to be disclosed in solicitations for proxies fogalon of directors pursuant to Schedule 14A utiderSecurities
Exchange Act of 1934, as amended and the rulesegnudations promulgated thereunder; and (b) akdo t
stockholder giving the notice, (i) the name andrdaddress of the stockholder, (ii) the classranmtdber of shares
of capital stock of the Company that are beneficiavned by the stockholder, (i) a descriptionatifarrangement
or understandings between such stockholder andgraplesed nominee and any other person or pergarisding
their names) pursuant to which nominations arestmade by such stockholder and (iv) a representttat such
stockholder intends to appear in person or by paixyre meeting to nominate the persons nameceindtice. The
Company may require any proposed nominee to fusush other information as may reasonably be reduiy the
Company to determine the eligibility of such proph®ominee to serve as a director of the Company.

It is the policy of the Nominating and Governanaa@nittee to consider properly submitted stockholder
nominations for directors as described above utidentifying and Evaluating Nominees for Directdri
evaluating such nominations, the Nominating ande&oance Committee seeks to address the criterfarsietabovi
under “Selection Criteria for Nominees for Dire&dr

Director Independence

As set forth in the Company’s “Corporate Governa@cédelines,” which are available on our website at
www.swn.conunder “Corporate Governance,” it is the policylué Board of Directors that a majority of the
members of the Board be independent of the Companghagement. For a director to be deemed “indegpeyid
the Board must affirmatively determine that the=dior has no material relationship with the Compainigs
affiliates (either directly or as a partner, stoakier or officer of an organization that has atiefeship with the
Company or its affiliates) or any member of theisemanagement of the Company or his or her aféiiaMaterial
relationships include commercial, banking, indastitonsulting, legal, accounting, charitable aaifial
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relationships. For making this determination, tlea®l has adopted a set of director independenndastds that are
more stringent than the corporate governance stds@daopted by the New York Stock Exchange. Uniaer t
Board'’s independence standards, a director wilbeoeemed independent if he or she:

« is, or within the past five years has been, empldyethe Company or any of its affiliate

« is, or within the past five years has been, affilibwith or employed by a present or former audifahe
Company or any of its affiliate

« currently participates, or within the past five ygehas participated, in an interlocking directoiiatevhich an
executive officer of the Company or any of its ledfes serves on the compensation committee ofrgpaay
that concurrently employs the direct

« is, or is a director, executive officer, generattper or significant equity holder (i.e., in excess10%) of an
entity that is, a paid adviser, paid consultanpaid provider of other professional services toGloenpany,
any of its affiliates, any member of senior managenor any affiliates of a member of senior managyatyif
the amount of such payments has exceeded $60,00@ diie current fiscal year of the Compa

« is a director, executive officer, general partnesignificant equity holder (i.e., in excess of )08ba
significant purchaser of goods or nonprofessioaatises from, or supplier of goods or nonprofesaion
services to, the Company or any of its affiliai

« is affiliated with or employed by a taxxempt entity that receives significant contriboidi.e., more than 3
of the annual contributions received by the erdgitynore than $100,000 in a single fiscal year, Wwéier
amount is lower) from the Company, any of its &ifés, any member of senior management or anyaaéil
of a member of senior management

* is a member of the immediate family of any perstmowould not qualify as independent under the foireg
standards; provided, that employment of an immed&mily member of a director in a non-officer pimsi
will not preclude the Board from determining thae director is independer

Our Board of Directors has determined that theofelhg majority of directors — Lewis E. Epley, Jr.,
Robert L. Howard, Vello A. Kuuskraa and KennethMRurton — qualify as independent under the appliEab
NYSE standards as well as the Comy’s standards for director independence.

Presiding Director

One of the Company’s non-employee directors seagdhe “Presiding Director” of executive sessiohthe
non-employee directors of the Company, which ate aeevery meeting of the Board of Directors. Hresiding
Director is appointed by the non-employee direcéash year at the Annual Meeting of the Board o&€tors,
which is generally held in May. The Presiding Dimracts as chair of all executive sessions angsigonsible for
coordinating the activities of the other non-empleylirectors, including the establishment of thenalg for
executive sessions of the non-employee directsrsg@uired by the Company’s Corporate GovernanddeBuoes
and applicable listing standards. The Presiding®ar also acts as the liaison director for angrimial, confidential
communications with the Chief Executive Officer gide of the normal Committee and Board procedures.

Mr. Robert L. Howard is the current Presiding Dtoec

Committees of the Board of Directors

The Board of Directors held six meetings in 20@6adldition to other committees, the Board of Divesthas
four standing committees: the Audit Committee, @mnpensation Committee, the Nominating and Goverman
Committee and the Retirement Committee. The A@btnpensation, and Nominating and Governance coeesitt
are comprised solely of independent directors goetance with NYSE corporate governance listingdtiads. The
charter of each of these committees complies veidjuirements of the NYSE, the Sarbanes-Oxley A@06R and
applicable SEC rules.
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Audit Committee— The Audit Committee is composed entirely of rnployee members of the Board, each
of whom satisfy the independence requirementsdditazommittee members under Rule 10A-3 promulgatedier
the Securities and Exchange Act of 1934, as amefidedExchange Act”), is “independent” and “finaaity
literate” as defined by NYSE rules and meets thm@any’s independence standards. Members of thet Audi
Committee may not simultaneously serve on the auitmittee of more than two (2) other public comipanin
addition, the Board of Directors has determined ffia Kenneth R. Mourton, Audit Committee Chairman,
certified public accountant (inactive), is an “d@uthmmittee financial expert” as defined in Iten14t) of
Regulation S-K and is “independent” as that termsied in Item 7(d)(3)(iv) of Schedule 14A under 8ezurities
Exchange Act of 1934, as amended. The Audit Coremiiso includes Messrs. Robert L. Howard and \Allo
Kuuskraa. During 2006, the Audit Committee heldrfmeetings, each of which was attended by all mesnbkthe
committee.

The Audit Committee is responsible to the Boardréstiewing the accounting and auditing proceduras a
financial reporting practices of the Company andfie engagement of, and overseeing all audit worlducted by,
the independent registered public accounting fintiuding the pre-approval of the current year aadd non-audit
fees (the “Pre-Approval Policy”). The Audit Commaittis governed by a charter that has been appiovtte
Board of Directors. The Audit Committee meets peidally with the Company’s management, internalitaudgnd
independent registered public accounting firm toaw the Companyg financial information and systems of intel
controls and ensure such parties are properly digaig their responsibilities. The independentseged public
accounting firm reports directly to the Audit Contteé and periodically meets with the Audit Comnatteithout
management representatives present. The Audit Ctteammnaintains an internal audit function that juies
management and the Audit Committee with ongoingsssents of the Company’s risk management procasses
system of internal controls and the Audit Committeeiodically meets with the internal audit functievithout
management representatives present. The Audit Cttegralso meets with the Company’s independenbieetm
engineering firm once a year to review the resfltheir audit of the Company’s reserves.

Compensation Committee- The Compensation Committee is governed by atehtirat has been approved by
the Board of Directors. Messrs. Vello A. Kuuskr@ampensation Committee Chairman, Robert L. Howaind,
Kenneth R. Mourton presently serve on this commituring 2006, the Compensation Committee held fou
meetings, each of which was attended by all memifatse committee. The Compensation Committee ispmsed
entirely of non-employee members of the Board, edehhom is “independent” as defined by NYSE rudsswell
as under the Company’s independence standardsCdmmg@ensation Committee is responsible for estahlish
officer compensation and discretionary awards utiterarious incentive plans. The Compensation Cittmenhas
engaged Ernst & Young, LLP as its independent corsgion consultant to advise it on all compensatiaitters
related to our senior management.

Nominating and Governance Committee The Nominating and Governance Committee is gmeby a
charter that has been approved by the Board otiire. Messrs. Lewis E. Epley, Jr., Nominating &ulernance
Committee Chairman, Robert L. Howard and KennetMBurton presently serve on this committee. Du20g6,
the Nominating and Governance Committee held twetimgs, each of which was attended by all membiettseo
committee. The Nominating and Governance Commisteemposed entirely of non-employee members of the
Board, each of whom is “independent” as definedNMBE rules as well as under the Company’s indepecele
standards. The Nominating and Governance Comnutiesiders candidates for nomination for Board pmss,
including qualified candidates recommended by siotders as discussed above under “Identifying araluating
Nominees for Directa” and oversees the Company’s corporate governaatters and practices.

Retirement Committee— The Retirement Committee is governed by a Ch#ntg has been approved by the
Board of Directors. Messrs. Charles E. Scharlatiy&aent Committee Chairman, Lewis E. Epley, Jid Eenneth
R. Mourton presently serve on this committee. Dy@006, the Retirement Committee held four meetiagsh of
which was attended by all members of the commiffee. Retirement Committee is responsible for adsténing
the Company’s pension and retirement plans antetmmmending retirement policy to the Board of Diogs.
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Communications to Non-Employee Directors

The Board provides a process for stockholders #émek interested persons to send communicatiorfseto t
Presiding Director, the non-employee directors gsoap or any of the other directors, including émtire Board.
Stockholders and other interested persons maywetidn communications to the non-employee direx;ttire
Presiding Director or any of the other directorshte Secretary of the Company, Mark K. Boling, $atgstern
Energy Company, 2350 N. Sam Houston Parkway Eagite $25, Houston, Texas 77032. The Secretaryrasiew
sort and summarize the communications and forwaathtto the intended recipient(s) on a periodicdhdmit no les
frequently than every calendar quarter.

Attendance at Annual Meeting

It is the Companys policy that nominee directors who are currenttgators must attend the Annual Meeting
Stockholders. Each member of the Company’s Boaiirgfctors attended last year's Annual Meeting of
Stockholders.
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PROPOSAL NO. 2
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOU NTING FIRM

The Audit Committee of the Board of Directors hakested PricewaterhouseCoopers LLP (“PwC”) as the
independent registered public accounting firm ef @ompany for 2007. PwC has been the independgistes=d
public accounting firm of the Company since itseeséibn, based upon recommendation of the Audit Cittee) on
June 20, 2002.

Relationship with Independent Registered Public Acgunting Firm

The following table presents aggregate fees fofegsional audit services rendered by PwC for thuit ad the
Company'’s annual financial statements for eachefyears ended December 31, 2006 and 2005, antifieelsfor
other services rendered by PwC during those years.

2006 2005
Audit Fees(1 $762,50( $663,12!
Audit-Related Fees(Z 70,20( 50,50(
Tax Fees(3 8,75( 21,10(
All Other Fees(4 — 11,73t

Total $841,45( $746,45!

(1) The Audit Fees for the years ended December 31 266 2005, respectively, were for professionalises
rendered for the integrated audits of the Compaimyénal controls and consolidated financial steats,
reviews of the quarterly financial statements, mewrelated to the issuance of comfort letteraseats, and
assistance with review of documents filed with $C.

(2) The Audit-Related Fees for the years ended DeceBhe2006 and 2005, were for assurance and related

services for employee benefit plan audits and dtatsans concerning financial accounting and reipart
standards

(3) Tax Fees for the years ended December 31, 200@8G0&were for services related to the review oéfat
and state tax return

(4) All Other Fees for 2005 represent the purchasefbfvare from PwC for internal audit managem:

The Audit Committee pre-approves all audit serviemed non-audit services (including the fees anager
thereof) to be performed by its independent reggst@ublic accounting firm, as required by appliedaw or listing
standards and subject to the terms of the Compdrg'sApproval Policy, as adopted by the Audit Cottesi and
attached hereto as Exhibit A. The Committee magghde authority to one or more of its members when
appropriate, including the authority to grant pppravals of audit and permitted non-audit servipegyided that
decisions of any such member to grant pre-appraralgonsistent with the terms of the Rygroval Policy and a
presented to the full Committee at its next schedinheeting.

The Committee receives periodic reports from tliependent registered public accounting firm asiredby
the Independence Standards Board (or any sucdesdgy regarding the auditors’ independence, wisahait less
frequently than annually. The Committee discusseb seports with the auditors, and if so determibgdhe
Committee, takes appropriate action to satisfyfitsfethe independence of the auditors. The Conweriteviews the
performance of the Company’s independent registeubtic accounting firm annually. In doing so, themmittee
consults with management and the internal auditdrabtains and reviews a report by the independgistered
public accounting firm describing (i) their intetrrpuality-control procedures, (ii) material issues raisedhgyr mos
recent internal quality-control review, or peeriesv (if applicable), or by any inquiry or investigan by
governmental or professional authorities for thecpding five years, (iii) the response of the iredefent registered
public accounting firm with respect to any sucluess and (iv) all relationships between the inddpanregistered
public accounting firm and the Company. The Comaeittnsures rotation of the audit partners as red)by
applicable law and listing standards.
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The Audit Committee approved all non-audit serviime2006. The Audit Committee also considered waet
the provisions of the services by PwC described/@lbmder “All Other Fees” are compatible with maining the
independence of PwC.

Representatives of PwC will be present at the Ahkleeting of Stockholders and will have an oppoitiyto
make a statement to stockholders if they so deBive.representatives will also be available to sesito questions
from stockholders. There have been no disagreemeétiitshe independent registered public accounfiimg on
accounting and financial disclosure.

AUDIT COMMITTEE REPORT

The Audit Committee has reviewed and discussed mahagement the Compasydudited financial stateme
as of and for the fiscal year ended December 316.20he Committee also has discussed with the gt
registered public accounting firm for the Compalmy iatters required to be discussed by Statemeftiditing
Standards No. 61, “Communication with Audit Comest,” as modified or supplemented. The Committse ha
received and reviewed the written disclosures heddtter from the independent public accountamtshe
Company required by Independence Standards Boardi&td No. 1, “Independence Discussions with Audit
Committees,” as modified or supplemented, and FeEugsed with the independent registered publiowting
firm its independence from management and the Cagypacluding consideration of non-audit fees oat thirm’s
independence.

Based on the review and discussions referred teeghibe Audit Committee recommended to the Board of
Directors that the year-end audited financial stetets be included in the Company’s Annual Report on
Form 10-K for the fiscal year ended December 3062€0or filing with the Securities and Exchange Quission.

Members of the Audit Committee

KENNETH R. MOURTON, CHAIRMAN
ROBERT L. HOWARD
VELLO A. KUUSKRAA

TRANSACTIONS WITH RELATED PERSONS

During 2006, the Company paid $185,076 for certiagal services to the law firm of Conner & Wintelt& P,
of which Charles E. Scharlau, a director and nomirmeof counsel. Greg Scharlau, Mr. Scharlau’s Boa partner
in Conner & Winters, LLP.

On December 12, 2006, the Board of Directors adbatgolicy that governs the approval of transastiwith
related parties, including, among others, officdngctors and their immediate family members. Bans to the
policy, the Board has determined that the Audit Gottee of the Board is best suited to review suahdactions. A
the first regularly scheduled Audit Committee megtin each calendar year, management will recommend
transactions to be entered into by the Companthfrcalendar year with related parties, includhmg proposed
aggregate value of such transactions, if applicakfter review, the Audit Committee will approve disapprove
such transactions. At each subsequently schedudedimy, management will update the Committee anyo
material change to those proposed transactiorteelevent management recommends any additionaactions
subsequent to the first calendar year meeting, saolsactions may be presented to the Audit Coramitir
approval or preliminarily entered into by managetrsibject to ratification by the Committee; provdidéat if
ratification shall not be forthcoming, managemdratliscancel or annul such transaction. The engagemethe
Company of Conner & Winters, LLP for 2006 has besified, and for 2007 has been approved, by theitAu
Committee.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act o#1i@Rjuires the Company’s directors and executifieess,
and persons who own more than ten percent of timep@ny’s common stock, to report their initial owst@p of the
common stock and any subsequent changes in tharekip to the SEC and the New York Stock Exchaagd,to
furnish the Company with a copy of each such report

To the Company’s knowledge, based solely on rewigthie copies of such reports furnished to the Camyp
and written representations that no other repogi®wequired, its directors, executive officers amate than ten
percent stockholders complied with all applicabéetn 16(a) filing requirements.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following persons were known by the Companleneficially own more than 5% of the Company’s
common stock as of December 31, 2006, based onfifireg of a Schedule 13G with the SEC under tleeBities
Exchange Act of 1934:

Amount
and Nature of Perceni
Name and Address of Beneficial of
Title of Class Beneficial Owner Ownership Class
Common Stock Capital Research and Management 14,874,20(1) 8.8%(1)

Company and The Growth Fund of
America, Inc.
333 South Hope Street
Los Angeles, CA 9007
Common Stock Stephen F. Mandel, Jr. 9,461,71.(2) 5.€%
Two Greenwich Plaza
Greenwich, Connecticut 068:

(1) Capital Research and Management Company state tzet sole voting power with respect to
5,489,200 shares and sole dispositive power witheet to 14,874,200 shares. Capital Research and
Management Company acts as an investment adviddret@rowth Fund of America, Inc., which has sole
voting power with respect to 9,385,000 shares, 8%®% of the Compar's common stock

(2) The Schedule 13G filed stated that it related)tbgne Spruce, L.P., (“Lone Spruce”), a Delawaneited
partnership, which directly owned 138,708 shari@st.¢ne Balsam, L.P., a Delaware limited partngush
(“Lone Balsam”), directly owned 304,387 sharesd) (ibne Sequoia, L.P., a Delaware limited partngrsh
(“Lone Sequoia”), which directly owned 254,298 @sr(iv) Lone Cascade, L.P., a Delaware limited
partnership (“Lone Cascade”), which directly owr2e@d37,040 shares; (v) Lone Sierra, L.P., a Delaware
limited partnership (“Lone Sierra”), which direcitbhyvned 227,815 shares; (vi) Lone Pine Associates,ld
Delaware limited liability company (“Lone Pine”),ithh respect to the shares directly owned by Lonai&p
Lone Balsam and Lone Sequoia; (vii) Lone Pine Memlhé&.C, a Delaware limited liability company (“Lone
Pine Members”), with respect to the shares diremtiped by Lone Cascade and Lone Sierra; (viii) LBiree
Capital LLC, a Delaware limited liability companiL.6ne Pine Capital”)which serves as investment mane
to Lone Cypress, Ltd. (“Lone Cypress”), Lone Kauti. (“Lone Kauri”) and Lone Monterey Master Fund,
Ltd. (“Lone Monterey Master Fund”gach a Cayman Islands exempted company, with regp#te aggrega
5,799,464 shares directly owned by Lone Cypresselitauri and Lone Monterey Master Fund; and
(ix) Mr. Mandel, with respect to the shares dirgctvned by each of Lone Spruce, Lone Balsam, Lone
Sequoia, Lone Cascade, Lone Sierra, Lone Cyprese Kauri and Lone Monterey Master Fund. Lone Pine,
the general partner of Lone Spruce, Lone Sequald_ane Balsam, has the power to direct the affa#ilsone
Spruce, Lone Sequoia and Lone Balsam, includingsites respecting the disposition of the proceeoin f
the sale of shares. Lone Pine Members, the geperader of Lone Cascade and Lone Sierra, has tierpo
direct the affairs of Lone Cascade and Lone Siémcdiding decisions respecting the dispositiomhef
proceeds from the sale of shares. Lone Pine Caffiminvestment manager of Lone Cypress, Lone ikang
Lone Monterey Master Fund, has the power to diteztreceipt of dividends from or the proceeds efshle
of shares held by Lone Cypress, Lone Kauri and Udoeterey Master Fund. Mr. Mandel is the Manag
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Member of each of Lone Pine, Lone Pine Memberslam# Pine Capital and in that capacity directsrthei
operations

SHARE OWNERSHIP OF MANAGEMENT, DIRECTORS AND NOMINE ES

The following table sets forth information as of idla 16, 2007, with respect to the beneficial owhigrsf the
Company’s common stock by each director, nomingeeath executive officer named in the Summary
Compensation Table, whom we collectively refersamar Named Executive Officers, or NEOs, and byliaéictors,
nominees and executive officers as a group.

Amount and Nature of Beneficial Ownership

Restricted Total
Shares Shares Stock Number of Percent
Owned Owned Outstanding Options Shares of of
Name of Beneficial Owne Directly 401(K)NQ (Voting Power) Exercisable [ Common Stock Class
Executive Officers:
Harold M. Korell 1,067,06 25,99¢ 75,54( 1,940,14: 3,108,74 1.82%
Greg D. Kerley 1,061,34(1) 37,98: 31,96 309,86° 1,441,07,(1) *
Richard F. Lant 520,11/(2) 11,82¢ 31,96 614,26¢ 1,178,17.(2) *
Mark K. Boling 170,4643) — 18,10¢ 98,99: 287,56:(3) @
John D. Thaele 101,20¢ 41,40( 12,28F  132,44( 287,33 *
Directors and Nominees:
Lewis E. Epley, Jr. 41,98: — 2,43t 173,50 217,92: *
Robert L. Howarc 70,712 — 2,43¢ 173,50: 246,65: *
Vello A. Kuuskrag 19,25: — 2,43¢ 29,50: 51,19: *
Kenneth R. Mourtoi 5,252 — 2,43t 269,50 277,19: *
Charles E. Scharle 525,74 — 2,43t 418,40: 1,029,68: *
All directors, nominees and
executive officers as a group (1
persons) 3,978,19/(4) 143,54! 224,12 4,438,58! 8,784,44.(4) 5.06%

* Less than one percent of cla

(1) Includes 40,000 shares beneficially owned by Mrlé§ethat have been pledged as security and used as
collateral.

(2) Includes 516,115 shares beneficially owned by Miné_that have been pledged as security and used as
collateral.

(3) Includes 134,730 shares beneficially owned by Miirg) that have been pledged as security and used a
collateral.

(4) Includes 951,292 shares beneficially owned by etvezwfficers as a group that have been pledgestasrity
and used as collateri
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EQUITY COMPENSATION PLANS

The following table sets forth certain informatias of December 31, 2006, concerning outstandinzk sto
options under all of the Company’s equity compensalans, the weighted average exercise prichef t
outstanding options and the number of shares dlaifar future issuance under the plans:

()
Number of Shares
to be Issued Upon

Exercise of

Plan Category Outstanding Options

(b) (©)
Weighted-Average Number of Shares
Exercise Price of Remaining Available
Outstanding Options for Future Issuance

Equity compensation plans approved by

stockholders(1 5,068,81! $ 6.6¢ 6,968,86.
Equity compensation plans not approved by

stockholders(2 723,42: 2.72 —
Total 5,792,241 % 6.1¢ 6,968,86.

(1) Consists of the Southwestern Energy Company 198&Shcentive Plan, the Southwestern Energy Company
1993 Stock Incentive Plan for Outside Directors, $outhwestern Energy Company 2000 Stock Incentive
Plan, and the Southwestern Energy Company 2004k 8toentive Plan. Shares remaining available for
issuance may be issued under the SouthwesternyE@ergpany 2004 Stock Incentive Plan, which plan
provides for grants and awards in the form of stoptons, shares of restricted stock, and restfisteck

units.

(2) Consists of the Southwestern Energy Company 2002i@&me Stock Incentive Plan and equity compensation
that was issued to non-executive officers and mewleyees upon hiring. Grants generally mirrored1883
Stock Incentive Plan or the 2000 Stock IncentivanPbut were issued separate and apart from thass.
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COMPENSATION DISCUSSION AND ANALYSIS
Compensation Philosophy

Our compensation programs are designed and aderiistvith the objectives of attracting, motivatarg
retaining the experienced and skilled professiom&seed to grow our business and create valueuior
stockholders. The guiding principles of our com@agios programs are:

Compensation is related to the value created focldtolders. We believe that a significant portion of an
employee’s compensation should relate to the veleated for stockholders and be directly tied eoabhievement
of financial and non-financial performance goald abjectives and the executive’s contribution torsu
achievement. When we surpass the targeted objectue employees should be paid more, and wherailviof
achieve one or more key objectives, incentive caragtion will be adjusted accordingly, at the Congadion
Committee’s discretion.

Incentive compensation is a substantial part adltoompensation for senior management and balaslces-
and long-term performanceWe believe that the proportion of total compeiaseathat is at risk (i.e. that will vary
based on employee, segment, team and Company mperfoe objectives) should increase as the scopk=asidof
the employee’s decision-making responsibilitieséase. The design of our incentive compensatiogran is
intended to balance the focus of management orwclgi strong annual results while also pursuingificant
multi-year growth by achieving aggressive and @majing goals. Participation in the long-term inéenprograms
increases at higher levels of responsibility téectfthe influence that employees occupying leddenoles have on
our business strategy. The equity component of-teng incentive compensation is designed to aligmagemens
interests with those of our stockholders and presidn incentive for achieving our long-term perfance
objectives.

Compensation levels are not merely competitiverdfigct the complexity of our rapidly growing busis and
the challenges of retaining executive talent ilimate of high demand.As a rapidly growing mid-sized
independent energy company, we strive to retairemacutive talent by targeting total executive cemgation
between the 58 and 750 percentiles of compensation for comparable positigithin a select group of peer small-
to mid-sized public, independent energy comparsiesi/ar to us in terms of the complexity of thepayations, that
compete with us for executives. Targeted total sttee compensation also reflects the maturity efeélxecutive an
the value of his or her expertise in the pursuibwf short- and long-term objectives.

Factors Considered in Determining NEO Total Compenation

Each year the Compensation Committee engages apéndent executive compensation consulting firm to
provide comparative market data of compensationtiges and programs based on analysis of peer ddorpe
which we refer to collectively as “Survey Data, dathe Committee directs our Human Resources depattto
conduct certain internal compensation analyse€eS2002, the Compensation Committee has retainest Er
Young, LLP, or E&Y, as its independent compensationsultant to advise it on all matters relatedampensation
of our senior management, including our principaautive officer, the Chief Executive Office (“CERbur
principal financial officer, the Executive Vice Bigent and Chief Financial Officer (“EVP & CFO” 6ZFQO"),
Executive Vice President and President-ExploragidProduction (“EVP & President-E&P”), Executive \&c
President and General Counsel (“EVP & General Callins “General Counsel”) and the Senior Vice Pdesit of
our E&P subsidiary, SEECO, Inc., who reports to BUWP & President-E&P (“SVP-SEECO”), who are the
executives named in the Summary Compensation Eatul@eferred to collectively as our Named Executive
Officers, or NEOs. The analyses performed by usEfad include a peer group analysis, an analysiallof
components of the NEOs’ compensation, an interaglgguity analysis and, with respect to long-tequity
incentives, a wealth accumulation analysis. In #aldi the Compensation Committee requires E&Y tovjate an
objective opinion of the appropriateness of the afigompensation and the total executive compemsédivels
relative to our executives’ responsibilities.

At a meeting generally held in early December, Whi@ refer to as the “December Compensation Megting
the Compensation Committee reviews the compensatitre Named Executive Officers and other membérur
senior management and makes its compensation deggioms for the upcoming fiscal performance cyatle
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that time. The Committee bases its decisions orsthregey Data provided by E&Y as well as its assesarof each
executives level of experience, tenure, position and respdities and the appropriate competitive presstioesis
or her expertise and skills within the industryeT®ompensation Committee balances the scope of the
responsibilities and experience of the executieireg the competitive compensation levels. Witlpees to
compensation determinations for the Named Exec@ffieers other than the CEO, the Compensation Cittaen
also takes into account the recommendations oE#® based on his evaluation of each individualistidbution
and performance over the past year, strengths, vesaks, development plans and succession poté&Hiihlrespec
to our SVP-SEECO, our CEO takes into account themenendations of our EVP & President-E&P basedisn h
evaluation of our SVP-SEECOQO'’s contribution and perfance. The Compensation Committee also disctisses
CEO'’s proposed compensation package for his pasitith the CEO. Although post-retirement benefisdur
Named Executive Officers, with the exception ofupp@emental Retirement Plan and a -Qualified Plan (each
discussed below under “Pension and Other RetireRlanis”), are provided on the same basis as faroth
employees and are not taken into consideratiohdrdetermination of total compensation, the Comgtims
Committee also reviews those benefits and any @tegsi paid to the NEOs at the December Compemsatio
Meeting.

Peer Group Analysis.We target total compensation for our Named Exeeudfficers other than our SVP-
SEECO between the 30and 75" percentiles of compensation for a select groupeefr small- to mid-sized public
independent energy companies, or the Peer GroumWF@GVPSEECO, we utilize the Survey Data, adjusted to
into account his performance objectives, in ordeddtermine his targeted compensation. The Pearpdscselected
by the Compensation Committee with the assistah&&y¥ based on a number of factors, including, bat limited
to, geographic location and types of operatiorts) revenues, market capitalization and numbengjleyees. The
Peer Group is utilized to benchmark each compooetdmpensation as well as total compensation io™Named
Executive Officers, senior management and the Bo&Rirectors and, to the extent applicable, faedainations
of awards and performance targets under our comatiensgplans. The Peer Group utilized for 2006 canspéon
purposes was determined in December 2005 and wagrised of the following companies: Cabot Oil & Gasrp.,
Chesapeake Energy Corp., Cimarex Energy, DenbusgiRees, Energen Corp., EOG Resources, Forestagil C
Houston Exploration Co., Kerr-McGee Corporationwfleld Exploration Co., Noble Energy, Inc., Pion&&tural
Resources Co., Pogo Producing Company, St. Marg BaBxploration Co., Ultra Petroleum Corporatiordasr O
Energy Inc., collectively, the “2006 Peer GrouptieTPeer Group utilized for 2007 was the same a8d06, with
the exception of the substitution of Range Resayrce. for Kerr-McGee Corporation as a result efikMcGee
being acquired by a significantly larger compan2@®6 and is referred to herein as the “2007 Peeuis” The
Compensation Committee approved the annual basgesahnd incentive award levels for the Named Hee
Officers for 2006 and 2007 at meetings held on b=y 8, 2005 and December 11, 2006, respectivély.ZD06
actual cash incentive awards for the Named Exee@ifficers were approved by the Committee on Felré,
2007.

Components of CompensatioT.he Compensation Committee reviews tally sheetpgred by our Human
Resources Department in order to determine whelleelevel of total compensation for our CEO’s amel vther
Named Executive Office’ compensation is reasonable and not excessivetdllyesheets set forth the aggregate
amounts and mix of all components including basargaannual incentive compensation, long-term imice
compensation, accumulated (realized and unrealstedk option and restricted stock gains, the vedube
executive and cost to the Company of all perqussaied other personal benefits, the earnings andradated
obligations under the Company’s non-qualified defércompensation plan, and the actual projectedyiay
obligations under the Company’s supplemental exezuetirement plan under several potential seveaand
change-in-control scenarios.

Internal Pay Equity. The Compensation Committee monitors the relakignsetween the compensation of our
executives and the compensation of our non-maregariployees. In addition to considering externatkat
conditions and individual factors when establishioigl executive compensation levels, the Compénrsat
Committee reviews a ten-year historical comparisitime total compensation levels (including salaash bonus,
long-term incentives and other items of compensatigthin our Company between our CEO, our CFO, aumd
EVP & President-E&P, and certain lower paid empés/e
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Accumulated Wealth AnalysisThe Compensation Committee recognizes that pastyegrants may have
limited ongoing retention value for executives dmak retention value is a key attribute of curremity grants.
Nonetheless, the Compensation Committee reviewsnangry of the future wealth potential of a Namea&xive
Officer’s prior awards under our stock incentivand prior to determining long-term equity incentbagnpensation
for that executive. We conduct the analysis utiligthree stock price scenarios to calculate thagxealue of the
holdings. The Compensation Committee is also pexvidith summary information regarding each NEOiekt
ownership position and exercise and hold behavior.

Tax Deductibility of Compensation PaymentSection 162(m) of the Internal Revenue Code cpuoténtially
limit our ability to deduct, for federal income tpyrposes, certain compensation in excess of $0000@er year
paid to individuals named in the summary compeogrdtble. In recent years, the Compensation Coreatineed
for flexibility in designing effective compensatigfans to meet our objectives and respond quickinarketplace
needs has typically outweighed our need to maxitfieedeductibility of compensation payments. Althouhe
Compensation Committee will from time to time revithe advisability of making changes in compensagitans tc
reflect changes in government-mandated policiegillinot do so unless it feels that such changesraour best
interests and those of our stockholders.

Total Compensation and Allocation Among Components

We do not have employment agreements with anyeoNtlimed Executive Officers and the Compensation
Committee of our Board of Directors reviews anded®ines compensation for the NEOs on an annuas bblse
Compensation Committee believes that total compimséor our Named Executive Officers should conhefs

(i) cash compensation in the form of a base saladya performanckased annual bonus payable undel
1993 Southwestern Energy Company Incentive Compiens@lan (as amended in 1999), the Incentive Bian
ICP, which we collectively refer to as “total cagtmpensation”;

(i) equity incentive compensation in the form gition and restricted stock awards under our 2004K5t
Incentive Plan, or the Stock Plan;

(iii) cash incentive compensation under our 200&dPmance Unit Plan (as amended in December 2005),
or the PUP Plan, which is designed to compensatélB®s and employees for achieving our long-term
performance objectives;

(iv) retirement, health and welfare benefits; and
(v) perquisites and perquisite allowance payments.

Total compensation for each Named Executive Offis¢argeted in the range of the 8Gand 75h percentiles
of total compensation paid to the comparable exeesiin the Peer Group, with the exception of (UPSSEECO
whose total compensation is targeted based on $lrag. It is determined by evaluating the analgsisducted by
and recommendations of E&Y, the Committee’s assersof the executive’s overall performance, thersterm
strategic value of his expertise and skills andetktent of his decision-making responsibilities aodhe extent
applicable, our CEO’s recommendations. Consistétht @ur compensation philosophy that incentive cengation
should be the substantial part of total compensdtiosenior management and balance short- andtemng
performance, no more than 30% of each executiv@ispensation package is salary and the remainaéérisk and
contingent upon company and individual performance.

Utilizing the Black-Scholes valuation for stock impis, the grant date price for restricted stockl(iding the
tax gross-up discussed below) and the target \ltlee performance units, the total compensatior2€®6 of the
Named Executive Officers was as set forth in the®ary Compensation Table. In the case of eacheoNtEOs,
2006 total compensation was above the target tha¢lcould be earned by him based on the Compensati
Committee’s targeted compensation for him underdhem/ant performance objectives. Consistent with t
Company’s compensation philosophy, total compeosdtr each of the NEOs placed them above the metfia
competitive total compensation for comparable pasétin the 2006 Peer Group.

Utilizing the Black-Scholes valuation for stock impts, the grant date price for restricted stockl(iding the
tax gross-up) and the target value for performamits, the Compensation Committee established tiedgetal

18




Table of Contents

compensation for 2007 for our SVP-SEECO based plicagble Survey Data and for each of the other NB€a&
the 75t percentile of competitive total compensation fomparable positions in the 2007 Peer Group asvistlo

2007
Targeted Total

Compensation

CEO $ 4,075,001
EVP & CFO $ 1,753,50I
EVP & Presider-E&P $ 1,753,501l
EVP & General Counst $ 1,395,00I
SVE-SEECO $ 990,00(

Total Cash Compensation

Total cash compensation for each Named Executifieddis targeted in the range of the®@nd 75h
percentiles of total cash compensation paid tatimparable executives in the Peer Group and ditedy
evaluating the analysis conducted by and recomntiemdeof E&Y, the Committee’s assessment of thecatiee’s
overall performance, the short-term strategic valileis expertise and skills and the extent ofdg@sision-making
responsibilities and, to the extent applicable, ©HO’s recommendations.

Base Salary. In establishing the base salaries for our Nameazt&ive Officers, the Compensation Committee
examines the Peer Group analysis prepared by E&¥dar to determine whether base pay, together it
compensation, is competitive with compensationrefledoy those peer companies. In addition to the Besup
analysis and Survey Data, base salaries are deedrbased upon consideration of each executiveferpgance,
responsibilities, qualifications, experience anllskrThe Compensation Committee recognizes thahgks in base
salary affect other elements of compensation inotudi) awards under the Incentive Compensati@anpPl
(i) pension benefits, (iii) company matching ports of 401(k) and non-qualified plan contributioasd (iv) life
insurance and disability benefits. As such, adjestts to base salary are only made after considarafithe impact
to the executive’s entire package.

At the December Compensation Meeting in 2005, the@nsation Committee increased the 2006 saldfries o
our Named Executive Officers as shown in the Surgr@ammpensation Table after consideration of a nurmbe
factors, including, but not limited to the resufghe analysis conducted by E&Y with respect t lase salary pa
at the 50" and 75h percentiles to comparable positions of the 200& Bzoup, the objective recommendations of
E&Y based on Survey Data, the Committee’s assegsofigine executive’s overall performance, the shenn
strategic value of his expertise and skills to mid the extent of his decision-making responsikiitas well as our
CEO’s recommendations, including his recommendatiahthe Committee decrease its proposed inciadse
own base salary. Utilizing the same decision-makitiigria, at the December Compensation Meetir2Qio6, the
Compensation Committee established the base safarieur Named Executive Officers as follows:

2007
_Base Salary
CEO $ 550,00(
EVP & CFO $ 335,00(
EVP & Presider-E&P $ 335,00(
EVP & General Counst $ 297,00(
SVF-SEECO $ 240,00(

Incentive Plan. Our Incentive Compensation Plan is designed toemage the achievement of annual (short-
term) performance goals by our executives and memsaghese goals are designed to increase stoekhatue, ar
determined at the beginning of each annual perfocea&ycle and may be based on (1) production mr{#&ta
defined reserve replacement ratio, (3) targeted(RMich we define as present value added for ealthrdf capita
invested) on a project or aggregate basis, (4yarédle return on equity as compared to our Peeugr(5) goals
for production, expenses and reserve additionsar{@dequate financial return in our utility segimehile
maximizing utility throughput, and (7) operatiommmals in our midstream services business segmbatelcriteria
are deemed by the Compensation Committee to beatrio increasing stockholder value.
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The applicability of each of these criteria in detiming awards to any particular executive depesrdthe
Compensation Committee’s assessment of the redplitiess of that executive.

Although awards under the ICP may be made in aaslrjcted shares of common stock, or a combinatfon
cash and restricted shares of common stock, fdagiden years, the Compensation Committee hasrdigted that
all awards under the Incentive Plan would be madmgh. Determinations of the target award levalgéch fiscal
year are made at the December Compensation Magiimgto the beginning of the fiscal year in ortiecoincide
with our budget process and the culmination ofpdormance review process. The performance goalsnihe
Incentive Compensation Plan for each fiscal perforce cycle are determined at a meeting held inuaepiof that
fiscal year-end (the “February Compensation Meé}ingce the assessment as to whether the perfoenanc
objectives have been attained for the prior fipeaformance cycle have been made by the Compensatio
Committee. The bonus opportunities under the Iicer@ompensation Plan vary based on each exealffieer’s
level of responsibility. A portion of each incergiaward is an organizational performance awardishzdased upon
the achievement of the corporate performance dhgscpre-established for that executive.

During 2006, the corporate performance objectiee®tir CEO, CFO and General Counsel related to
(1) production, (2) reserve replacement, (3) P\d &) return on equity versus a peer group. Thaseis were
weighted 27.5%, 27.5%, 30% and 15%, respectiveilyr &vproportionate award opportunity for each perfance
goal that is met at the pre-established levelsoeoEVP & President-E&P, 75% of his performancgeotives
specifically related to our E&P business and inellil) production, (2) reserve replacement, (3) #&\d
(4) controlling expenses (operating and maintenamc®&M, and direct general and administrativeG&A,
expenses), which were weighted 30%, 30%, 30% afa t€spectively, while the remaining 25% is basgdrnuthe
overall corporate goals as discussed above fo€&@®, CFO and General Counsel. For our SVP-SEECO, hi
performance goals for 2006 specifically relateth®s performance of Arkoma Basin operations, ineigdhe
operations relating to our Fayetteville Shale mbgnd were: (1) PVI, (2) production, (3) reserdditons,
(4) controlling expenses (O&M and direct G&A expesis (5) dry hole cost ratio and (6) our overallFE&sults,
which were weighted 25%, 20%, 20%, 10%, 5% and 2@%pectively.

Each participant in the Incentive Compensation Bassigned minimum, target and maximum total dwar
levels that are expressed as a percentage of hisr drase salary. The target total award is tylyid@nchmarked at
the median for cash incentive bonuses of the PeaupGbased on the relevant positions, except icdses of our
CFO and our EVP & President-E&P, who are each bmacked against the average of the second andhighdst
paid executives of the Peer Group. The minimumetaagvard typically represents one-half of thateasghile the
maximum typically represents one and one-half tithastarget and assumes attainment of maximunoeance
objectives and the maximum discretionary amount.

If the actual level achieved for a specified cogterperformance objective is not at least equtido
predetermined minimum level, then the proportiorzat®unt of the award represented by that performamzasure
will not be paid. The remaining portion of each advis discretionary based on a subjective evalnaifcthe
executive’s individual performance by the CompesaCommittee. Due to the discretionary componta total
award at the minimum level can also reach the tdegel. Additionally, the Committee may also isspecial
awards outside of the ICP based upon an executpezfsrmance during the year that could resulttotal bonus
award above the maximum percentage. Minimum, tagétmaximum award levels are also subject to adprst
based on internal pay equity considerations ambadNmed Executive Officer group and the particuédue of an
individual Named Executive Officer to us.

20




Table of Contents

At the December Compensation Meeting in 2005, the@=nsation Committee established the following
minimum, target and maximum incentive award leveishe organizational, discretionary and totalwzain
incentives for 2006 related to the attainment apocate performance objectives for the Named Exee@fficers:

2006 Annual Incentive Compensation Bonus Percentage

Organizational
Performance Discretionary Total
Min.  Target Max. Min. Target Max. Min. Target Max.
(%) (%) (%) (%) (%) (%) (%) (%) (%)

CEO 42t 85.C 160.C 97.2 55.C 50.C 140.C 140.c 210.C
EVP & CFO 30.C 60.Cc 110.C 70.Cc 40.c 40.C 100.C 100.Cc 150.C
EVP & Presider-E&P 30.C 60.Cc 110.c 70.Cc 40.c 40.c 100.C 100.Cc 150.C
EVP & General Counst 225 45 85.C 52t 30.C 27t 75.C 75.C 112t
SVE-SEECO 22.E  45.C 85.C 52 30.C 27.E 75.C 75.C 112t

At the February Meeting in 2007, the Compensatiom@ittee awarded our Named Executive Officers the
following bonuses under the ICP as well as ceméter bonuses outside of the ICP:

ICP Special
ICP Supplementa Performance
Performance Discretionary Total Awards Awards Total
CEO $ 207,62! $ 492,37 $700,00( $ 280,00( $980,00!(
EVP & CFO $ 88,66( $ 221,34( $310,00( $ 90,00( $400,00(
EVP & Presider-E&P $ 103,22¢ $ 206,77: $310,00( $ 90,00( $400,00(
EVP & General Counst $ 60,65. $ 14559¢ $206,25( $ 58,75( $265,00(
SVF-SEECO $ 2440( $ 146,60( $171,00( $ 19,000 $ 175,00((1) $365,00(

(1) Special on-time cash bonus relating to the performance ofabmpan’s Fayetteville Shale projet

The table sets forth the bonus amounts receiveshbls NEO under the ICP based on the achieveméiné of
applicable performance measures and the exercidisaktion by the Compensation Committee. In 2008
respect to the ICP performance measures for our, E® & CFO and General Counsel and the overapaate
results component of the performance measuresufoE@P & President-E&P, production, PVI and retomequity
were below the minimum performance objectives, avbilr reserve replacement level was above thetthuge
below the maximum performance objective. For ouPEYPresident-E&P and SVP-SEECO, with respect¢o th
E&P performance measures and overall E&P resdspactively, PVI and production were below the mimin
levels, both components of controlling expensesvadiove the minimum levels but below the targetleand
reserve replacement was above the target levddddatv the maximum level. For our SVP-SEECO, witbpect to
his Arkoma Basin performance measures, (i) PVidpotion, reserve additions and controlling expericethe
Fayetteville Shale project and reserve additidms Q&M component of controlling expenses and thyehdie cost
ratio for the conventional Arkoma operations weetoty the minimum level, (ii) the dry hole cost mator the
Fayetteville Shale project and PVI and productfonthe conventional Arkoma Basin operations wdreva
minimum level but below target level, and (iii) theect G&A component of controlling expenses toe t
conventional Arkoma operations was at the maximewell The amounts set forth in the table under “ICP
Performance'teflect the amounts earned by the NEOs based aactiievement of the 2006 performance object

In making its determination with respect to disicieary awards under and outside of the Incentive
Compensation Plan, the Compensation Committee @eresi management’s accomplishments for the yeachwh
included establishing an internally operated wallidg entity, establishing a mid-stream gas disition and
marketing entity and building the geological, ergnng and operations capability for aggressivelyetbping the
Fayetteville Shale project. The discretionary corgrt of the awards to the NEOs under the ICP wasedon the
Compensation Committee recognizing that certaitofaaffecting performance were beyond managemeatigol
during 2006, including, but not limited to, the stderable time lag between well drilling expendisiand
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recognition of reserves unique to a large, newwasoplay such as the Fayetteville Shale projbetfightness of tt
drilling rig supply and higher than expected oltfiservice costs. Based on these factors, the Casagien
Committee concluded that each of the Named Exes@ificers should receive the maximum discretionary
performance bonus under the ICP as set forth itatle, which resulted in a cash bonus approximatglal to the
target level bonus for each NEO. In addition, bamethe Compensation Committee’s recognition ofstlgaificant
and successful efforts of management in buildisglal foundation for the future growth and profitap of the
Company and in achieving record levels of produntieserves and cashflow, the Compensation Conmanitede
supplemental awards to each of the NEOs as sétifothe table under “Supplemental Awards.” Combirtee ICP
awards and supplemental awards were less thanakienum award levels under the ICP for the NamedcEbee
Officers, except in the case of our SVP-SEECO, whmmsnbined awards exceeded his maximum award leskdr
the ICP. Finally, based on management’s recommeamdfgr performance compensation awards to receghig
substantial contribution to the successful discpwsrd establishment of the Company’s Fayettevitial& project
and the Company’s overall success, the Compensatommittee made a special cash award of $175,00@an
special restricted stock award of 3,300 sharedu(ling a related tax gross-up) to our SVP-SEECQ ddsh award
is set forth in the table under “Special PerforneaAwvards” and the special restricted stock gradissussed below
under “Long-Term Incentives — Stock Plan.”

At the December Compensation Meeting in 2006, the@nsation Committee established the following
minimum, target and maximum incentive award leveishe organizational, discretionary and totalwzain
incentives for 2007 related to the attainment opocate performance objectives for the Named Exee@fficers:

2007 Annual Incentive Compensation Bonus Percentage

Organizational

Performance Discretionary Total
Min.  Target Max. Min. Target Max. Min. Target Max.
%) _(%) (%) (%) (%) %) _(%) (%0) (%0)

CEO 45.C 90.C 170.C 105.C 60.Cc 55.C 150.C 150.C 225.C
EVP & CFO 33.C 66.C 125.( 77.C 44.C 40.C 110.C 110.C 165.(
EVP & Presider-E&P 33.C 66.C 125.C 77.C 44.C 40.C 110.C 110.C 165.C
EVP & General Counst 30.C 60.c 110 70.C 40.Cc 40.C 100.C 100.C 150.C
SVE-SEECO 228 45.C 85.(C 52t 30.C 27t 75.C 75.C 112°%

Long-Term Incentives

The long-term incentives for the Named Executivéd®fs are awarded pursuant to two plans: (1) eksto
incentive plan, our 2004 Stock Incentive Planher $tock Plan, and (2) a goal driven plan, the 3eestern Energ
Company 2002 Performance Unit Plan, or the PerfoomdJnit Plan. Our long-term incentive programesidgned
to provide incentives for key employees to focushanlong-term strategic goals of our businesstaradtract and
retain key employees through share ownership.deraio achieve these objectives, long-term incestfor each
fiscal year are awarded at the December Compendsliieting prior to the commencement of the fiseary The
total long-term incentive compensation for the Ndr&ecutive Officers is typically compared to infation
provided regarding total long-term incentive comgaion at the 5¢ and 750 percentiles in the Peer Group based
on the relevant positions, except in the case)@&gch of our CFO and our EVP & President-E&P, ate
compared to the average of the second and thiftebigaid executives of the Peer Group at thoseepsles and
(i) our SVP-SEECO, whose long-term incentivesestablished based on the Survey Data. It is thepeéosation
Committee’s practice to determine the overall ddadiaount of the long-term incentives and then ntake
allocations among the three award types: restristeck, stock options and performance units. Basetthe
recommendations of E&Y, long-term incentive com@ios for the Named Executive Officers is allocated
approximately on a one-third basis between restitistock, stock options and performance units, watiations
attributable to the valuation of the options uding Black Scholes model and the restricted stoakpoment
(including the related tax gross-up) being basethergrant date stock price.

Stock Plan. Under the Stock Plan, the Compensation Commitigg grant options to purchase common stock
and award shares of restricted stock, restriceckainits and stock appreciation rights, each ehamounts
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as determined by the Compensation Committee. ToekRlan also allows the Compensation Committesnard
cash bonuses (a “tax gross-up”) when a participbatts to recognize income for federal or staterime tax
purposes with respect to awards of restricted stockstricted stock units at the grant date. théesCompensation
Committee’s practice to only award tax gross-upgaas of the total value of any restricted stockestricted stock
unit award. The Compensation Committee believessstogk options and other equity-based compensatign the
interests of executives and other managers witbetlod our stockholders because the value of sucipensation is
directly related to appreciation of our stock pridée have not adopted any stock ownership requingsrfer our
executives because the Compensation Committee raftewing current stock ownership levels andgéking
history of the Named Executive Officers, believest tequity incentives have been effective in kegpire interests
of management and the stockholders aligned. We, heweever, implemented a policy that prohibitseatiployees,
including the Named Executive Officers, their spegiand members of their household, from hedgingtb@omic
risk of ownership of our stock. Specifically, sheelling and buying or selling puts, calls or optan respect of our
securities are prohibited under our Business Can@udelines. Our Business Conduct Guidelines pistibit
employees, including the NEOSs, from engaging ingeations involving our securities when they arpaasession
of material, non-public information about us oridgrcertain designated “black-out” periods. It ig policy not to
issue stock options during earnings related “blagK-periods but it is our practice to issue opsi@ the December
Compensation Meeting whether or not employees meap bossession of material, non-public information

The determinations of equity incentive awards aaglenat the December Compensation Meeting pridreo t
beginning of the fiscal year in order to coincid#whe culmination of our performance review prsgand the
establishment of the other components of compensétr the upcoming fiscal year. At the December
Compensation Meetings in 2005 and 2006, the CongpiensCommittee granted stock options and shares of
restricted stock (including related tax-gross-upgjer the Stock Plan for fiscal years 2006 and 268spectively.
All stock options given to the Named Executive €dfis in 2005 and 2006 had an exercise price bas#tkdfair
market value” (as defined in the Stock Plan) of @mmmon stock on the date prior to the applicabte of grant,
had terms of seven years commencing from the giabetand vest over a period of three years frongthet date.
All shares of restricted stock given to the Nameaddative Officers for fiscal years 2006 and 2003tvever a four-
year period from the date of grant, with the exicepof a special restricted stock award of 3,30érsh given to oL
SVP-SEECO at the February Meeting held on Febra&r2007 based on the performance of the Fayd#diiale
project that vests in two installments of 50% oa fiinst and second anniversaries of the grant ddteestricted
stock grants were accompanied by tax gross-upsstbioi options and restricted stock awards areited upon
termination of employment other than a change mrob (discussed more fully below), or a terminataf
employment due to death, disability or retiremerage 65 with at least five (5) years of servicthwis.

Performance Unit Plan. Our Performance Unit Plan is used to provide {@rgn cash incentives for our
executives and certain employees. The Performangellan is designed to insure that our long-tetratsgy is
competitive with our peers and that our executaresrewarded with cash for actual long-term perforoe and not
just stock price appreciation. The Plan also complets the equi-based compensation awarded under the Stock
Plan by providing additional awards for enhancing long-term value and mitigating the effect ofciioolder
dilution. The determinations of performance unitads are made at the December Compensation Meeiorgo
the beginning of the fiscal year in order to coitecivith the culmination of our performance revienwwgess and the
establishment of the other components of compensé&ir the upcoming fiscal year. Because the Pardmice Unit
Plan is tied to operating performance success osatrer a three-year period, it also provides @lempentary long-
term retention component. Actual payout occurs ntloa@ three years after the awards are given adeté&mined
by the attainment of certain threshold, target, magimum performance objectives, which pay $500updtrat the
threshold level, $1,000 per unit at the targetllewel $2,000 per unit at the maximum level, atehd of the three-
year period. Performance objectives are calculatgidhing thre-year total stockholder return versus the Peer
Group at the time of the award and a performancasore known as a “reserve replacement efficiency
ratio” (determined by dividing pre-tax operatinghdlow by finding and development costs) versuastétiget and
the Peer Group at the time of the award. The assggsas to whether the performance objectives haea attaine
for the performance units awarded in any giverafigear are made by the Compensation Committee WieeReer
Group results are finalized, approximately threargdollowing the year in which the award was maktehe
December Compensation Meetings in 2005 and 2086 dmpensation Committee granted
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performance units to the Named Executive Officerdfiscal years 2006 and 2007 respectively. In M&@07, the
Compensation Committee calculated the amounts payalbhe NEOs under performance units relatintpéothree-
year period ended December 31, 2006 and authattieegayment of the following amounts: $1,346,0000far
CEO; $700,000 for our CFO; $700,000 for our EVP i@ddent-E&P; $330,000 for our EVP & General Colinse
and $140,000 for our SVP-SEECO.

Total Long-Term IncentivesAt the December Compensation Meeting in 2005Cbmpensation Committee
awarded total long term incentive compensationutoamed Executive Officers for 2006, (utilizingetBlack-
Scholes valuation for stock options, the grant gaitee for restricted stock and the target valuthefperformance
units) as follows:

2006 Total Long-Term Incentives

Restricted
Options Stock(1) PUPs Total
CEO $816,70¢ $ 958,31 $900,00( $2,675,01
EVP & CFO $317,65: $ 372,64¢ $350,00( $1,040,30:
EVP & Presider-E&P $317,65: $ 372,49. $350,00( $1,040,14.
EVP & General Counst $226,81¢ $ 266,38: $250,000 $ 743,20:
SVF-SEECO $ 77,16¢ $ 97,447 $ 85,000 $ 259,61¢

(1) Includes amount of relategros«-up.

At the December Compensation Meeting in 2006, them@nsation Committee awarded total long term
incentive compensation to our Named Executive @ffidor 2007, (utilizing the Black-Scholes valuatior stock
options, the grant date price for restricted simo#t the target value of the performance unitspbews:

2007 Total Long-Term Incentives

Restricted
Options Stock(1) PUPs Total
CEO $1,088,99 $1,087,94  $900,00( $3,076,93
EVP & CFO $ 390,07 $ 373,74. $350,00( $1,113,81!
EVP & Presider-E&P $ 390,07 $ 373,74 $350,00( $1,113,81!
EVP & General Counst $ 297,06. $ 284,78 $267,000 $ 848,84
SVF-SEECO $ 211,72t $ 202,87( $190,00( $ 604,59¢

(1) Includes amount of relategros«-up.

In addition to the amounts set forth in the tabtehe February Meeting in 2007, our SVP-SEECOiveckea
special award of restricted stock and a relatedjtagss-up with a value of $206,179.

Health, Welfare and Retirement Benefits

We have competitive health, welfare and retirenpeagrams for our eligible employees. Our Named Hiee
Officers generally are eligible for the benefit grams on the same basis as all other employeeshédaith and
welfare programs include medical, pharmacy, defitalinsurance and disability. We also offer a mitadle gift
matching program. Coverage under the life insuramzkdisability programs provide higher benefit amts for our
Named Executive Officers due to their higher badariges. Our executives have disability coverage dpplies il
they are unable to perform in their own occupatidrile disability coverage for all other employegplies only if
they are unable to perform any occupation. In &ditmonthly disability benefits for our officerseacapped at
$16,000, as opposed to $7,500 for all other empglpye

We offer retirement programs that are intendedifgpement our employee’s social security benefits a
personal savings. The programs include:

 the Southwestern Energy Company 401(k) Savings Blathe 401(k) Plar
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» adefined benefit plan, or the Pension P
« a supplemental retirement plan, or the SERP;
» a nor-qualified deferred compensation plan, or the -Qualified Plan

All employees are generally eligible for the 401ik&n and the Pension Plan and the Named ExedDffieers
participate in those plans on the same basis &s ethployees. The 401(k) Plan allows a participauatiect to
contribute a percentage of their eligible compeansagenerally salary and wages, to an investnrest.tEmployee
contributions are matched by us 100% for the 8étof the employee’s eligible compensation and 50¢the next
3% and such matching contributions immediately .vEise 401(k) plan provides a number of differeneistment
options, including our common stock, for which atiggpant has sole discretion in determining tHealtion of thei
and our contributions among the investment options.

The Internal Revenue Code, or the Code, limits lfathamount of compensation that may be used fiqnoses
of calculating a participarg’benefit under our Pension Plan and the maximumalrbenefit payable to a particip
under the Pension Plan. For the 2006 plan yeaa,g@rticipant's compensation in excess of $220if@sregarded
for purposes of determining average compensatidr(igrthe maximum annual Pension Plan benefit [tech
under the Code was $175,000. Until December 317,18% Pension Plan had benefits payable based aygmage
final compensation and years of service. Effecli@euary 1, 1998, we amended our Pension Plan torizea “cash
balance” plan on a prospective basis. A cash balplan provides benefits based upon a fixed peagendf an
employee’s annual compensation. Eligible officard amployees who were participants in the Pensian &s of
January 1, 1998 are entitled to annual benefitalplayupon retirement based upon years of servioaigh
December 31, 1997 and average compensation dinénigve years of highest pay in the last ten yearervice
before termination.

Under the cash balance provisions of our Pensian, Rlach participant has, for recordkeeping puposgy, a
hypothetical account to which credits are allocatedually based upon a percentage of the particgpbase salary.
The applicable percentage is equal to 6% plus ditiadal percentage for participants in the Pensttan as of
January 1, 1998. The additional percentage is baged a participant’s age, and is designed to aate any lost
benefits due to the change to a cash balance Ptenadditional percentage is equal to 6.3% for@EO and 3.7%
for our CFO, who were both participants in the pdarof January 1, 1998. All employee balanceserctsh balanc
account also earn a fixed rate of interest thatddited annually. The interest rate for a paréicykar is the annual
rate of interest of the 30-year treasury securfiesNovember of the prior year with a minimum éb6Interest is
credited as long as the participant’s balance nesnaithe Pension Plan. Additional information atibe Pension
Plan is provided below following the Pension PlablE.

The SERP was adopted on May 31, 1989 to allow iceetaployees at the level of vice president andralio
continue to earn pension benefits for retiremecedhey reach the limits imposed by the InternaldReie Service.
The SERP provides benefits equal to the amounttbatd be payable under the Pension Plan in theradgsof
certain limitations of the Code, less the amoutaty paid under the Pension Plan. In the evet whange in
control” as defined under “Severance and Other Gham Control Benefits,” the benefits of a NameaéEixtive
Officer under the SERP would be determined assifgarticipant had credit for three additional yearservice. The
credit of three additional years of service is gesd to ensure that the pension benefits in thetefea change in
control are consistent with the other change irtrobarrangements between us and the NEOs. An éxetsu
benefits under the SERP do not vest until the etikezhas completed five years of service with ug e credit of
the additional three years may be utilized to Battss requirement. At retirement or terminaticdremployment, th
vested amount credited to a participant is paytbthe participant in the form of a lump sum ofifatime monthly
payments. The remuneration covered by the Pensamifcludes wages and salaries but excludes iivecatvards,
bonuses, and fees. Additional information aboutSB&P is provided below following the Pension Plable.

Our Named Executive Officers and other highly conga¢ed employees are also eligible to participatae
Non-Qualified Plan, which allows any participant tdefedncome and receive a match on the same basliie a1
(k) Plan, subject to the same total cap as foeralbloyees. In addition, participants can defeoall portion of their
annual incentive payments until termination of esgptent under the Non-Qualified Plan. The Non-QiedifPlan
is not funded and participants are our generalitmed All amounts deferred in the Non-Qualifiec&!

25




Table of Contents

increase or decrease based on the investmentsrestitte executive’s requested investment altarestiand
executives do not earn or accrue above-marketafential earnings on their accounts. Plan distidins after
employment ends are paid out of our funds rathean fhrom a dedicated investment portfolio.

Perquisites, Allowances and Other Benefits

The type and amount of perquisites for our NEQsvwsewed and approved by the Compensation Comnatee
part of its compensation decision-making. In 2G86,primary perquisites for our Named Executivei@ffs at or
above the level of executive vice president (orgtesident level if the position is held at thesidlary level) are th
payment of dues for one social club designatedshy $7,380 annual car allowance, estate and fiagsianning
expenses for each NEO up to $18,500 per year (ektépe case of our SVP-SEECO who receives reisgraent
of up to $10,000 per year), a medical reimburserpkamt that covers all out-of-pocket expenses (idiclg medical
plan premiums) and an annual complete personaiqaiysxam. We pay the fees for one local socidb ¢tuprovide
our executives with a forum for business entertanhand for appropriate interaction with memberthefbusiness
community. We reimburse our NEOs for expenses nmeclwith respect to estate and financial planniecglise we
believe the utilization of experts will reduce gm@ount of time our executives will have to devat¢htose matters
while also maximizing the net value of the compénsave provide.

We permit our NEOs and members of senior managetoerste our corporate aircraft for business-astetia
personal use on limited occasions. This use tylgicainsists of permitting family members to accompthe
executive when traveling for business and is lichite situations where the presence of the familyniver will not
conflict with the business purpose of the travek #l5o0 may permit personal use of the aircrafeiry Vimited
situations where, absent such use, the executiva’s obligations create a significant and inappiaterimposition
on personal plans or obligations. The cost to ubisfbenefit, if used by a Named Executive Offigereflected in
“All Other Compensation” in the Summary Compengafi@able.

Finally, we have also entered into indemnity agreets with our senior management, including the NE@Qd
certain key employees where we have agreed to indgithem against all liabilities and losses inadin
connection with any threatened, pending, or coregletction, suit or proceeding, whether civil, cnali
administrative, investigative or other matter inog them in their capacity as our officer, empley&ustee or
agent (including a fiduciary) and to pay any amawuhich they are legally obligated to pay becausamyf claim or
claims made against them because of any act os@misr neglect or breach of duty, including anguator allege
error or misstatement or misleading statement cdtadhby them or occurring while they are actinguch capacit
Under the indemnity agreements, we have agreedvange reasonable expenses subject to an underthlansuct
advances will promptly be reimbursed if the emptigefound not to have been entitled to indemniitca Subject
to certain exceptions, for a period of time follogitermination of service (but in no event londert four
(4) years), we have also agreed to maintain th&tiegidirectors’ and officers’ insurance policies/ering our
executives for so long as they shall continue teesas our director, officer, employee, trusteagent (including a
fiduciary) or as a director, officer, employee stee or agent (including a fiduciary) of any sulasig (or shall
continue at our request to serve as a directacesffemployee, trustee or agent (including a fidyg of another
corporation, partnership, joint venture, trust thves enterprise).

Severance and Other Change in Control Benefits

We believe that our senior management and otheekgoyees are the primary reason for our succebsha!
it is important to protect them in the event they #rminated or elect in certain circumstancdedwe us following
a change in control. Therefore, we have enterexdseterance agreements with each of our Named Execu
Officers that entitles them to receive a paymentithin three years after a “change in control)tie executive’s
employment is terminated without “cause” or (iig¥hvoluntarily terminate employment with us for tgbreason.”
“Cause,” when used in connection with the termovatf an executive’s employment, means (a) a widhd
continued failure by the executive substantiallypéform his duties and obligations to us (othanthny such
failure resulting from his disability) that conties after we have given notice thereof or (b) tHuvengaging in
misconduct which is materially injurious to us. parrposes of this definition, no act, or failureaitt, on an
executive’s part shall be considered “willful” uatedone, or omitted to be done, by the executivmahfaith
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and without reasonable belief that his action oissian was in our best interests. “Good reasonfuthes (i) a
reduction in the executive’s employment statusesponsibilities, (ii) a reduction in the executwbase salary,
(iii) a change in the executive’s principal worlcé&tion of more than 40 miles, and (iv) certain adeechanges in
our incentive or other benefit plans.

The severance agreements do not provide severanedits outside the context of a change in contrioé
severance payment for (i) our SVP-SEECO is equtid@roduct of 2.0 and the sum of base salarytpleis
maximum bonus opportunity available to him under liicentive Compensation Plan and (ii) each obther
Named Executive Officers is equal to the produ@.6® and the sum of base salary as of the ex&’s terminatiol
date plus the maximum bonus opportunity availablidné executive under the Incentive Compensatian,Rind we
have agreed to reimburse our Named Executive Qffiftg any taxes imposed as a result of the chamgentrol
benefits under the so-called “parachute” tax impdse Section 280G of the Code. In addition, eadtative will
be entitled to continued participation in certa@alth and welfare benefits and perquisites frondtite of the
termination of employment until the earliest of {2 expiration of three years, (b) death, orlte)date he is
afforded a comparable benefit at comparable cost $ypbsequent employer. As previously discussedruiitkalth,
Welfare and Retirement Benefits” and “Perquisitdgywances and Other Benefits,” each officer wil@be
credited with three additional years of servicedgension benefit purposes upon a “change in cSraral will
continue to have coverage under our Directors’@ffiters’ insurance policies for a period of upfdair years.

Our various long-term incentive plans and optioreagients provide that all outstanding stock optaord all
rights become exercisable immediately upon a “ckangontrol.” The plans and other option agreemeatgo
provide that all performance units and shares sifited stock which have not previously vestetien cancelled
or forfeited shall vest immediately upon a “chamgeontrol.” Our Incentive Compensation Plan alsovides that
upon a participant’s termination of employment unckstain conditions on or after a “change in cofitall
determined but unpaid incentive awards shall bd pamediately, and any undetermined awards shatidbermine
and paid based on projected performance factocsilesdd in accordance with the plan.

For purposes of the severance agreements andamg, @ “change in control” includes (i) the acdiosi by
any person (other than, in certain cases, oneroémiployees) of 20% or more of our voting secwsijti@) approval
by our stockholders of an agreement to merge asal@tate us with another corporation (other thamage
corporations controlled by or under common connoh us), (iii) certain changes in the compositafrour Board ¢
Directors, (iv) any change in control which would fequired to be reported to the stockholders®fQbmpany in a
proxy statement and (v) a determination by a migjarfithe Board of Directors that there has beéchange in
control” or that there will be a “change in contrapon the occurrence of certain specified eventssuch events
occur.

The estimated amounts that would have been paidrttdamed Executive Officers if the change in cointr
payments described above had been triggered asa&riber 31, 2006 is disclosed under “Executive
Compensation — Potential Payouts Upon Change inrGlcemd Termination.”

Recoupment Policy Relating to Unearned Incentive Gopensation

If the Board, or an appropriate committee therba§ determined that any fraud, negligence, or iiteal
misconduct by a Named Executive Officer and centfirer officers was a significant contributing farcto us
having to restate all or a portion of our finanatdtement(s), the Board or committee shall takésidiscretion,
such action as it deems necessary to remedy tle@naiact and prevent its recurrence. In determinihgt remedie
to pursue, the Board or committee will take intoamt all relevant factors, including whether testatement was
the result of fraud, negligence, or intentionaleoisduct. The Board will, to the extent permittedapplicable law,
in all appropriate cases, require reimbursemeangfbonus or incentive compensation paid to thieaffafter
January 1, 2007, cause the cancellation of restriot deferred stock awards and outstanding stptikires, and see
reimbursement of any gains realized on the exedfistock options attributable to such awardsni o the extent
that (a) the amount of incentive compensation vedcutated based upon the achievement of certaamdiial results
that were subsequently reduced due to a restatefbgmite officer engaged in any fraud or miscondbat caused
or contributed to the need for the restatement,(enthe amount of the bonus or incentive compémsahat would
have been awarded to the officer had the finamegllts been properly reported would
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have been materially lower than the amount actwallgrded. In addition, the Board may dismiss tiiee,
authorize legal action, or take such other actioertforce the officer’'s obligations to us as it nd@gm appropriate
in view of all the facts surrounding the particutase.

Board Process

The Compensation Committee has reviewed the aggregaounts and mix of all components of the CE@ic
the other Named Executive Officers’ compensatinaluding base salary, annual incentive compensatog-term
incentive compensation, accumulated (realized amdalized) stock option and restricted stock gaims yvalue to
the executive and cost to the Company of all peites and other personal benefits, the earninggecumulated
obligations under the Company’s non-qualified defércompensation plan, and the actual projectedyiay
obligations under the Company’s supplemental exesuetirement plan under several potential sevazamnd
change-in-control scenarios. A tally sheet settorth all the above components was prepared aridwed affixing
dollar amounts under the various payout scenaoiothe CEO and the other named executive officers.

Based on the review process set out above, the @wsagion Committee finds the CEO’s and other Named
Executive Officers’ total compensation (and, in tase of the severance and change-in-control Soendre
potential payouts) in the aggregate to be reaseraiid not excessive.

EXECUTIVE COMPENSATION

The following table contains information with resp& executive compensation paid or set asiddby t
Company for services in all capacities of the CEBQ, and the next three highest paid executiveefi of the
Company and its subsidiaries during 2006.

Summary Compensation Table

Annual Compensation Long-Term Compensation
(a) (b) (c) (d) (e) ® (@) (h) (0] (0]
Change in

Pension Value
and Nor-Qualified
Non-Equity Deferred
Stock Option  Incentive Plan  Compensation All Other
Salary Bonus Awards Awards Compensatior Earnings Compensatior Total

Name and Principal Positior Year ($) ($)(2) ($)(3) ($)(3) ($)(4) ($)(5) ($)(6) ($)
Harold M. Korell 200¢ 500,00 772,37' 531,09. 783,93 1,553,62! 93,03¢ 483,84: 4,717,90!

President, Chief

Executive

Officer and Chairman of

the Boarc
Greg D. Kerley 200€ 310,000 311,34( 236,51: 349,70 788,66( 41,01 205,63! 2,242,86!

Executive Vice Presidel

and Chief Financial

Officer
Richard F. Lant 200€ 310,000 296,77: 237,24: 349,70 803,22¢ 26,28¢ 179,45 2,202,69.

Executive Vice Presider

Southwestern Energy

Company and President

SEECO, Inc., and

Southwestern Energy

Production Company(]
Mark K. Boling 200€ 275,00( 204,34¢ 127,72: 207,09: 390,65 20,18t 153,81¢ 1,378,81:

Executive Vice President

and

General Counst
John D. Thaele 200€ 228,00( 340,60( 53,22F 75,03 164,40( 18,02: 196,84¢ 1,076,13!

Senior Vice Presiden

SEECO, Inc.(1

(1) Southwestern Energy Production Company and SEE@Oate wholl-owned subsidiaries of the Compa

(2) The amounts stated in this column constitute teerdtionary portion of the annual incentive cashrals
made to each Named Executive Officer under thenltinee Compensation Plan based on the Compensation
Committe¢ s evaluation of each offic's performance. The portion of each bonus based p@darmance
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criteria is included under column heading “Non-BEgumcentive Plan Compensation.” Additional detailsut
the annual incentive awards are provided undehé&aeling “Compensation Discussion and Analysis —alTot
Compensation and Allocation Among Compone— Total Cash Compensati— Incentive Plar’

(3)

(4)

(5)

(6)

The amounts relate to restricted stock and opteverded to each Named Executive Officer pursuatiteo
Stock Plan, as described in more detail under dagling “Compensation Discussion and Analysis —[Tota
Compensation and Allocation Among Components — Ldagn Incentives — Stock Plan” and predecessor
plans as detailed under “Equity Compensation Pldrs dollar amounts stated for the restricted lstaed
options reflect the expense recognized for findretEtement reporting purposes for the year ended
December 31, 2006, in accordance with SFAS 123(®)tlaus may include amounts from awards granted in
and prior to 2006. The assumptions utilized indakeulation of these amounts are set forth in Fatet® to th:
Company’s consolidated financial statements inaudehe Annual Report on Form 10-K for the yeadeth
December 31, 2006. Additional information regardiagtricted stock and option awards made in 2006bea
found below in the table entitle“ Grants of Pla-Based Award?”

The amounts stated in this column represent, @pdition of the annual incentive compensation bdrased
upon performance measures as discussed aboveh)aihe ¢otal estimated payout earned during 200then
performance units awarded to each NEO in 2003 jpnitsio the Performance Unit Plan. The PUP Plan is
described in more detail under the heading “Comgigors Discussion and Analysis — Total Compensation
and Allocation Among Componer— Long-Term Incentive— Performance Unit Pla"

The amounts stated in this column represent theeggte increase in actuarial value for each NEQhfer
period from December 31, 2005 through DecembeRB@6 under both the Pension Plan and the SERP. As
discussed in the “Pension Benefits” table belovecexives do not earn or accrue above-market oepzefial
earnings on their accounts under the Non-Qual#ikeeh. The Pension Plan, the SERP and the Non-@ahlif
Plan are described in more detail under the hed@ogpensation Discussion and Analysis — Total
Compensation and Allocation Among Compone— Health, Welfare and Retirement Bene”

The amounts stated in this column include Compaatching funds for the 401(k) and Non-Qualified Rlan
life insurance premiums, car allowance, tax grqgspayments relating to restricted stock receive20@6 and
moving and relocation expenses. The amounts atdede supplemental medical payments, executive
physical, financial and estate planning, club mensiie fees, country club fees for the CEO, persandl
spousal travel, and other perquisites received@62none of which individually exceeded $25,000e T
following table provides additional detail regamglithe amounts in this colum

Incremental Cost of All Other Compensation Provided
to Named Executive Officers in 2006

401(k) and Tax Gross Moving
Non-Qualified Life Car Up and All Other

Matching Insurance Allowance Payments Relocatior Items Total
Name ® ® ® ® ® ® (©)]
Harold M. Korell 22,50( 4,08¢ 7,38C 396,55’ — 53,31¢ 483,84:
Greg D. Kerley 13,95( 2,54; 7,38C 136,22¢ — 45,53¢ 205,63!
Richard F. Lant 13,95( 2,54: 7,38 136,22¢ — 19,35¢ 179,45
Mark K. Boling 12,37¢ 2,247 7,38C 103,80! — 28,017 153,81¢
John D. Thaele 10,26( 1,871 7,38C 146,90 21,48: 8,952 196,84¢
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Grants of Plan-Based Awards

(c) (d) (e) ®
(@) (b) ()] (W] (0] () (k) (0] (m)
All Other  All Other

Stock Option Grant Date
Estimated Future Payouts Awards: Awards:  Exercise o1 Fair Value

Estimated Future Payouts Under Under Equity Incentive Number of Number of Base Price  of Stock
Non-Equity Incentive Plan Awards Plan Awards Shares of Securities of Option  and Option

Grant Threshold  Target Maximum  Units Threshold Target Maximum Stock or Underlying Awards Awards

Name Date(1) 3) 3) 3) _# #) _® #) Units Options ($/sh)(2) $)3)
Harold M. Korell —  450,00( 900,00( 1,800,00( 90C(4) — — — — — —
12/11/2001(5) — — - — S — —  17,00( = — 691,39
12/11/2001(6) — — —_- — — — — —  61,00( 40.67 1,088,99!
—(7) 825,00( 825,00( 1,237,500 — — — — — — — —
Greg D. Kerley — 175,000 350,00( 700,00( 35((4) — — — — — — —
12/11/200((5) — — —_ — — — — 5,84( — — 237,518
12/11/2001(6) — — —_ — — — — — 21,85( 40.67 390,07¢
—(7) 368,50( 368,50( 552,75( — — — — — — — —
Richard F. Lant — 175,00¢ 350,00 700,00( 35((4) — — — — — — —
12/11/200((5) = = = = = = —  584C = — 23751
12/11/2001(6) — — —_- — — — — — 21,85(C 40.67 390,07
—(7) 368,50( 368,50( 552,75( — - = = = = = =
Mark K. Boling — 133,500 267,000 534,000 267(4) - = — — — — —
12/11/2001(5) — — - — - = — 4,45 — — 180,98:
12/11/2001(6) — — —_ — — — — — 16,64( 40.67 297,06:
—(7) 297,00( 297,00( 445,50( — — — — — — — —
John D. Thaele — 95,00( 190,00 380,00( 19C(4) — — — — — —
12/11/200(5) — — —_ — — — — 3,17C — — 128,92:
12/11/2001(6) — —_ — — — — — 11,86( 40.67 211,72¢

—(7) 180,00( 180,00 270,00 —

(1) As discussed in more detail below and (a) as déggliabove under “Compensation Discussion and Aisalys
Total Compensation and Allocation Among Componentkong-Term Incentives,” on December 11, 2006, the
Compensation Committee granted each NEO long-tecentives which were split between restricted stock
options, and performance units; and, (b) as distliabove under “Compensation Discussion and Arsalysi
Total Compensation and Allocation Among Component$otal Cash Compensation — Incentive Plan,” short-
term cash incentives through the Incentive Comp@rs®&lan.

(2) All stock options granted in 2006 have an exerpisee based on the “Fair Market Value” of the Comyga
common stock on the date of grant. The “Fair Makka&ue,” as defined in the Stock Plan, is “the tigssales
price on the immediately preceding business daysifare of common stock as reported on the prihcipa
securities exchange on which shares of common stackhen listed or admitted to trad”

(3) The dollar value stated for the restricted stoal aptions reflect the number of shares granted@62multipliec
by the fair market value in accordance with SFAS(R). The assumptions utilized in the calculatibthese
amounts are set forth in Footnote 9 to the Compaognsolidated financial statements included intheual
Report orForm 1(-K for the yea-ended December 31, 20(

(4) The performance units were issued under the PUR Blch performance unit has a threshold ($500/uaige
($1,000/unit), and maximum ($2,000/unit) payout antdased on the attainment of certain performance
objectives. The performance units awarded in 20ill6/est ratably over a period of three years frthra date of
grant, and payout occurs at the end of the -year period

(5) The amounts reflect the number of shares of résttistock granted to each NEO under the Stock Flae.
shares of restricted stock vest ratably over aopesf four years from the date of grant, or immesliaupon
death, disability, normal retirement, 0“change in contrc”

(6) The stock options were granted under the Stock. Rlhiwptions vest and become exercisable ratakbr three
years beginning one year from the date of gramharediately upon death, disability, normal retirerner a
“change in control.” Options expire seven yearsfithe date of grant, but may expire earlier upomieation
of employment

(7) Pursuant to the Incentive Compensation Plan, thg@nsation Committee determined the annual taaid
level on each NEO for the 2007 fiscal year on Ddwenil, 2006. The incentive bonus awards are paidaly
based on the attainment of corporate organizatsfopmance measures and the performance of the HE®D,
are calculated as a percentage amount of eacl’s annual salary. The incentive bonus award:
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discussed in further detail under the heading “Cemsption Discussion and Analysis Fetal Compensation ai
Allocation Among Componen— Total Cash Compensati— Incentive Plar”

Outstanding Equity Awards at Fiscal Year-End
@ (b) () (d) (e) ® (@ (h) 0] 0]

Option Awards Stock Awards

Equity

Incentive

Equity Plan

Incentive Awards:

Equity Plan Market or

Incentive Plan Awards: Payout

Awards: Number of Value of

Number of  Number of Number of Number of Market Unearned Unearned
Securities Securities Securities Shares or Value of  Shares, Unite Shares, Unit:

Underlying  Underlying Underlying Units of Shares or or Other or Other

Unexercisec Unexercised Unexercised Option Stock that Units of Rights that  Rights that

Options Options Unearned Exercise Option Have Not Stock that Have Not Have Not

#) #) Options Price  Expiration Vested Have Not Vested Vested

Name Exercisable Unexercisabl¢ (#) ($) Date (#) Vested ($)(1 (#) ($)

Harold M. Korell 392,33¢ — — 1.5C 12/16/200! — — — —
746,22( — — 1.8€ 12/14/201( — — — —
93,50¢ — — 2.41 12/20/201 — — — —
345,09¢ — — 2.87 12/11/201: — — — —
244, 72( — — 5.2¢ 12/10/201: 22,99((2) 805,80( — —
97,94¢ 48,9743) — 12.48  12/9/201: 22,68((4) 794,93« — —
20,32( 40,64((5) — 35.4¢  12/8/201: 12,87((6) 451,09: — —
— 61,00((7) — 40.67 12/11/201: 17,00((8) 595,85( — —
Greg D. Kerley 77,992 — — 1.8€ 12/14/2011 — — — —
76,04( — — 2.87 12/11/201. — — — —
108,35¢ — — 5.2¢ 12/10/201. 11,96((2) 419,19¢ — —
39,57: 19,78¢3) — 12.45  12/9/201: 9,16((4) 321,05¢ — —
7,90¢ 15,80¢(5) — 35.4¢  12/8/201: 5,00%(6) 175,35! — —
— 21,85((7) — 40.67 12/11/201: 5,84((8) 204,69:. — —
Richard F. Lane 55,00( — — 1.5C 12/16/200! — — — —
109,51: — — 1.8¢ 12/14/201( — — — —
75,00( — — 2.41 12/20/201. — — — —
200,00( — — 2.87 12/11/201: — — — —
127,28( — — 5.2¢ 12/10/201: 11,96((2) 419,19¢ — —
39,57 19,7843) — 12.48 12/9/201: 9,16((4) 321,05¢ — —
7,904 15,80¢(5) — 35.4¢ 12/8/201: 5,00%(6) 175,35! — —
— 21,85((7) — 40.67 12/11/201: 5,84((8) 204,69: — —
Mark K. Boling 30,00(¢ — — 2.6C 1/1/201: — — — —
13,16: — — 2.87 12/11/201: — — — —
40,50¢ — — 5.2¢ 12/10/201: 5,64((2) 197,68. — —
9,612 9,61%(3) — 12.45  12/9/201: 4,44((4) 155,62: — —
5,644 11,28¢(5) — 35.4¢ 12/8/201: 3,57¢(6) 125,40¢ — —
— 16,64((7) — 40.67 12/11/201: 4,45((8) 155,97: — —
John D. Thaele 12,40( — — 2.27 10/11/200! — — — —
28,00( — — 1.8€ 12/14/201( — — — —
21,00( — — 2.41 12/20/201. — — — —
39,00( — — 2.87 12/11/201: — — — —
25,32( — — 5.2¢ 12/10/201: 2,38((2) 83,41¢ — —
4,80(C 4,80((3) — 12.48  12/9/201: 2,22((4) 77,81: — —
1,92( 3,84((5) — 35.4¢  12/8/201: 1,215(6) 42,58¢ — —
— 11,86((7) — 40.67 12/11/201: 3,17((8) 111,10¢ — —

(1) The market value of the unvested shares was ctédulsing the New York Stock Exchange closing simite
on December 29, 2006, of $35.05 per sh

(2) Restricted stock granted on December 10, 2003,ruhde2000 Plan vests at the rate of 25% per yetr,a
remaining vesting date 12/10/2007

(3) Stock options granted on December 9, 2004 undestibek Plan vest and become exercisable at theot&®@!/
3% per year, with a remaining vesting date12/9/2007

(4) Restricted stock granted on December 9, 2004 uheéebtock Plan vests at the rate of 25% per yedr, w
remaining vesting dates 12/9/2007and12/9/2008
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(5) Stock options granted on December 8, 2005 undeBtihek Plan vest and become exercisable at thef&@
1/ 3% per year, with remaining vesting dates of 12/872&nd 12/8/2008, or immediately upon death,
disability, normal retirement or“change in contrc”

(6) Restricted stock granted on December 8, 2005 uhdestock Plan vests at the rate of 25% per yedn, w
remaining vesting dates of 12/8/2007, 12/8/2008, E2/8/2009, or immediately upon death, disabilityrmal
retirement or ¢ change in contrc’

(7) Stock options granted on December 11, 2006 un@eBthck Plan vest and become exercisable at thefat
331/ 3% per year, with vesting dates of 12/11/2007, 1/2Q08, and 12/11/2009, or immediately upon death,
disability, normal retirement or“change in contrc”

(8) Restricted stock granted on December 11, 2006 uhdeBtock Plan vests at the rate of 25% per yedr,
vesting dates of 12/11/2007, 12/11/2008, 12/11/2@66 12/11/2010, or immediately upon death, diggapi
normal retirement or “change in contrc”

Option Exercises and Stock Vested

Option Awards Stock Awards
Number of Share Number of Share:

Acquired on Value Realized o1 Acquired on Value Realized o1

Exercise Exercise Vesting Vesting

Name Q) ®E@) # ®E)
Harold M. Korell 321,69¢ 11,161,64 76,92( 3,098,46:
Greg D. Kerley 313,92: 10,725,04 38,09 1,533,89.
Richard F. Lant 184,28 4,940,77. 38,36 1,544,66.
Mark K. Boling 38,00( 1,291,86. 18,46: 743,51(
John D. Thaele 22,40( 536,38 7,82¢ 315,17

(1) Includes the following number of shares which wexercised and held by each NEO: 126,396 shares,
Mr. Korell; 118,921 shares, Mr. Kerley; 184,288 s Mr. Lane; 20,000 shares, Mr. Boling; and 2@,40
Mr. Thaeler.

(2) Reflects the difference between the market valub@Ehares at the exercise date and the optianisegrice
multiplied by the number of shares acquired on&ser regardless of whether the shares were

(3) The aggregate dollar value realized upon vestimgstficted stock based upon the closing pricéeftock o
the vesting date

Pension Benefits

(@) (b) (c) (d) (e)

Number of Present

Years Value of Payments
Credited Accumulated During Last
Service Benefit Fiscal Year

Name Plan Name (#) (D) (%)
Harold M. Korell Pension Plai 10 305,26t —
Supplemental Retirement Pl 10 335,86! —
Greg D. Kerley Pension Plai 17 337,50 —
Supplemental Retirement Pl 17 111,33« —
Richard F. Lant Pension Plal 9 127,37. —
Supplemental Retirement PI 9 27,607 —
Mark K. Boling Pension Plai 5 69,81¢ —
Supplemental Retirement Pl 5 12,83( —
John D. Thaele Pension Plai 7 90,28 —
Supplemental Retirement Pl 7 46C —
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(1) The change in the actuarial present value of th©NEccumulated benefit from the prior year isugd in
Column “h” of the “Summary Compensation Table” ayadculated utilizing a discount rate of 6.00% amel t
1994 Group Annuity Monthly Table

As noted above in “Health, Welfare and Retiremes&fits” in Compensation Discussion and Analysis, t
Company sponsors the Southwestern Energy ComparsidPePlan (the “Pension Plan”) and the Southwester
Energy Supplemental Retirement Plan (the “SERPiE purpose of the Pension Plan is to provide ppatits with
benefits when they separate from employment thraeghination, retirement, death or disability. Thepose of th
SERP is to provide employees with the pension lirtbiey would have received if the Pension Plarewmt
subject to certain IRS limitations. Executives ad @arn or accrue above-market or preferentialiegsron their
accounts.

Benefits under the Pension Plan and SERP are ebasedl upon (a) 1.5% of the compensation earned
multiplied by the number of years of credit seryitezen as of January 1, 1998, and (b) an additioronthly
benefit equal to the amount provided by the casénoa provision of the Pension Plan as discussédealth,
Welfare and Retirement Benefits.” Employees areiired to complete at least 1,000 hours of servareypar and
are vested in the Pension Plan and SERP afteyéiaes. Participants in the SERP will receive créadithree
additional years of service upon a change in cantro

For purposes of determining benefits under the iBeralan and the SERP, the emplogeease salary or wag
are utilized. No bonus payments or other formsomfigensation are factored in when determining bendfarly
retirement is available for employees who attaie 8§ and have completed five years of service. Kewssince th
accumulated benefits in the table above can bevpaid lump sum, the practical effect is that ampkyee who
completes five years of service may leave the Compad take their pension benefit in a lump sum.

Non-Qualified Deferred Compensation

@ (b) © (d) () ®

Executive Registrant Aggregate Aggregate Aggregate

Contributions in Contributions in Earnings in Last Withdrawals/ Balance at Last

Last Fiscal Year Last Fiscal Year Fiscal Year Distributions Fiscal YearEnd
Name %) $)() %) ) %)
Harold M. Korell 73,917 12,52¢ 154,79 — 2,370,66!
Greg D. Kerley 6,18¢ 4,022 (21,406 — 922,49:
Richard F. Lant 230,93¢ 4,022 79,37¢ — 1,227,72!
Mark K. Boling 148,93t 2,42¢ 15,09t — 218,56!
John D. Thaele 52,41( 34t (17,265 — 1,024,92!

(1) Amount included in Colum*“i” of the* Summary Compensation Tal”

As noted above in “Health, Welfare and Retiremeen&its” in Compensation Discussion and Analysis, t
Southwestern Energy Company Non-Qualified Retirarfdsn (the “Non-Qualified Plan”) was establishedlow
eligible employees to defer income and receive &iman the same basis as the 401(k) Plan. Pantitsipa the Non-
Qualified Plan may defer all or a portion of theimual salary or annual incentive payments. The-Qoalified
Plan is not considered to be a “funded” plan uiB& rules, and as such, the participants are de¢orieel general
creditors of the Company.

Investment selections are requested by the paatitipand generally mirror the investment choicebtaming
of any investment changes as in the 401(k) Planaldwe-market or preferential earnings are paidronof the
balances. Withdrawals may only be made upon thicjpamt’s termination, retirement, death or digiai
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Potential Payouts Upon Change in Control and Termiation

Based on a hypothetical termination date of Decer8be2006, the change in control payments to cambd
Executive Officers would have been as follows:

Total Potential Change-in-Control Payments

Mr. Korell Mr. Kerley Mr. Lane Mr. Boling Mr. Thaeler
Base Salar $ 1,495,000 $ 926,90( $ 926,90( $ 822,25( $ 456,00(
ICP Bonus(1 3,631,87" 1,611,691 1,597,12 1,070,63! 659,60(
Health & Welfare Benefit 64,45 87,87¢ 49,80¢ 90,94t 78,507
Additional Retirement Benefit 183,88 90,02¢ 55,68¢ 49,31 40,98(
Perquisites 65,48 60,48¢ 61,06¢ 62,04 30,00(
Subtotal 5,440,691 2,776,98. 2,690,58. 2,095,18  1,265,08
Fair market value of accelerated equity
compensatiol 6,421,44. 2,617,49] 2,617,49 1,538,89! 783,40«
Taxgrossup 0 0 1,479,01 939,44 600,16}
TOTAL $11,862,14 $5,394,47: $6,787,09. $4,573,52. $2,648,65!

(1) Includes the current year discretionary portiothef ICP target bonus plus the portion of the IC{apée in
the event the payment provisions of the Severamgedmnent are triggere

As discussed above in “Severance and Other Chan@eritrol Benefits,” the Company has severance
agreements in place with the NEQ's that provideesance benefits in the event of a change in cariftw table
above is based upon a change in control and théogeeis terminated for “cause” or voluntarily leavfor “good
reason” (a “double trigger”) as of the last day2006. The base salary and ICP bonus are calcuarsztl on (i) for
our SVP-SEECO, the product of 2.0 and the sum sé Isalary as of the termination date plus the maxirbonus
opportunity available to him under the Incentivenfp@nsation Plan and (ii) for each of the other NiEEecutive
Officers, the product of 2.99 and the sum of badarg as of the executive’s termination date phesrhaximum
bonus opportunity under the Incentive Compensaiam. The health and welfare benefits, additioatement
benefits and perquisites, are assumed to contonubifee years as provided in the severance agréeand are
calculated using 2006 amounts. The calculatiomeffair market value of accelerated equity compémsaitilizes
the Company’s stock price as December 31, 2006témk options and restricted stock, and includesutipaid
performance units at their target level. The taosgrup amount is an estimate of what would be reigdd to the
NEO for the s-called “parachute” tax of Section 280G of the int# Revenue Code. The provisions of
Section 280G of the Internal Revenue Code are cewrguoid the resulting tax is heavily fact-dependentper tax
planning may be available to reduce or eliminageamounts owed in the event of a “change in cofitrol

34




Table of Contents

OUTSIDE DIRECTOR COMPENSATION

On April 27, 2006, the Board of Directors approvied fees to be paid to each director who is natraployee
of the Company based upon the recommendation of E&& Compensation Committee’s independent
compensation consultant. The fees include an amataher fee of $50,000; an Audit Committee Chainmannual
retainer of $10,000; an annual retainer fee fortGhairman of each of the Compensation Committeettzad
Nominating and Governance Committee of $6,000;remual retainer fee for the Chairman of the Retinerr
Committee Chairman of $2,000; an annual retainefde the Presiding Director of $6,000; a fee o280 for each
Board, Compensation Committee, Nominating and Quwsrze Committee, and Retirement Committee meeting
attended; a fee of $1,250 for each Audit Commistiéended; and a fee of $500 for each telephonidingeéuring
2006, the Board of Directors held six meetings;Aldit Committee, Compensation Committee, and Betent
Committee each held four meetings; and the Nonrigaand Governance Committee held two meetings.Jbhn
Paul Hammerschmidt retired as a director of the gamy effective upon the expiration of his term oay\M25, 2006
and, in connection with his retirement, the Bodr®wectors accelerated the vesting of Mr. Hammlensiclt's
unvested restricted stock and options. Our non-eye directors received the following amounts:

Fees Earned or Paid in Cash to Outside Directors i2006

Nominating
Presiding and Subsidiary Company

Annual  Director Audit Compensatior Governance Retirement Board Board

Retainer Fee Committee Committee Committee Committee Meetings Meetings  Total
Name $ ()] ()] ()] ()] ()] $ $ $)
Lewis E. Epley, Jr. 41,667  — — — 8,40((1) 4,80C 1,20 7,20C 63,26
John Paul

Hammerschmid 12,50( — — 2,40(C — 2,40(C — 3,60C 20,90(

Robert L. Howarc 41,667 6,00C 5,00C 4,80( 2,40( — 1,20C 7,200 68,26
Vello A. Kuuskrag 41,66 — 5,00C 10,80((2) — — 1,20C 7,200 65,86
Kenneth R. Mourtoi 41,667 — 15,00((3) 4,80( 2,40( 2,40( 1,20C 7,200 74,66
Charles E. Scharle 41,66 — — — — 6,80((4) 1,20C 7,20C 56,861

(1) Includes $6,000 annual retainer fee paid to Mrefpls Chairman of the Nominating and Governance
Committee

(2) Includes $6,000 annual retainer fee paid to Mr. $uaa as Chairman of the Compensation Comm
(3) Includes $10,000 annual retainer fee paid to Mrultm as Chairman of the Audit Committ:
(4) Includes $2,000 annual retainer fee paid to Mrafleln as Chairman of the Retirement Commil
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Directors received total compensation as indicatdble table below for fiscal year 2006, includingg-term
incentive compensation in the form of restrictemtktand stock options:

Total Outside Director Compensation

(a) (b) () (d) (e) ® (@) (h)
Change in
Pension Value
and
Nonqualified
Fees Non-Equity Deferred
Earned or Stock Option Incentive Plan Compensatior All Other
Paid in Cast  Awards Awards Compensatior Earnings Compensatior Total
Name ®Q) ($)(2) ($)(2) $) $) (©]E)] $)
Lewis E. Epley, Jr. 63,267 39,147 101,96( — — 29,43« 233,80¢
John Paul Hammerschmi 20,90( 54,02¢ 829,54. — — — 904,47(
Robert L. Howarc 68,267 39,147 101,96( — — 20,661 230,03!
Vello A. Kuuskraz 65,867 14,81! 51,62¢ — — 23,861 156,16!
Kenneth R. Mourtol 74,667 13,95( 61,82f — — 23,18¢ 173,63:
Charles E. Scharls 56,867 39,147 101,96( — — 34,00t 231,97

(1) Included in this column are an annual retainer lfes] director fee, committee chairman fees, cotemit
meeting fees, and regular Board meeting fees. Auidit details regarding these payments can be foutite
table above entitle" Fees Earned or Paid in Cash to Outside Directo2§@6”

(2) The dollar amounts stated for the restricted stouk options reflect the expense recognized fonfiied
statement reporting purposes for the year endeérleer 31, 2006, in accordance with SFAS 123(R)tlans
may include amounts from awards granted in and ppi@006. The assumptions utilized in the caléafabf
these amounts are set forth in Footnote 9 to thepany’s consolidated financial statements includetie
Annual Report on Form 10-K for the year-ended Ddo@n31, 2006. In connection with
Mr. Hammerschmids retirement as a director on May 25, 2006, theréBo&Directors accelerated the vest
of his unvested options and unvested restrictetks

(3) The amounts indicated in this column include diveeind spouse travel expenses and tax gross-upepasm
relating to restricted stock received in 2006 byatside directors, health insurance providedigy@ompany
for Messrs. Epley, Mourton, and Scharlau, and geeaf an office, computer and telephone provided to
Mr. Scharlau

The total annual compensation (i.e. total cash @msation plus longerm incentive compensation) paid to €
outside director in 2006 was based upon total corsgteon received by outside directors at 14 pesugrcompanie
as provided by the independent compensation camaland was set at the 70th percentile for 20Bé&ggline
Compensation”). The amount of the long-term inaentiompensation payable each year is equal toiffieeethce
between (i) Baseline Compensation and (ii) thel taah payable to outside directors for such yEae. value of the
total long-term incentive compensation payabled@®was allocated 50% to stock option awards afd &0
restricted stock awards, with the number of optiand shares awarded being determined by referertbe imarket
value of the Company'’s stock on the date of therdwigach director serving as of December 11, 2086 gvanted
800 shares of restricted stock and options to @sel3,000 shares of the Company’s common stogk exexcise
price of $40.67 per share. The shares will vetli@tate of 25% on the anniversary of the grarg daer a period of
four years, except in the cases of Messrs. Eplewaidd and Scharlau, whose shares are subject tedimaie full
vesting if they should elect\to retire from the Bbaf Directors. All of the restricted stock gramisl immediately
fully vest upon a “change in control” or the deatldisability of a director. The stock options witist at the rate of
331/3% on the anniversary of the grant date over a darfdhree years, except in the cases of MessiteyEp
Howard and Scharlau, whose shares are subjecttediate full vesting if they should elect to refirem the Boart
of Directors. All of the option grants will immedéy fully vest upon a “change in control” or theadh or disability
of a director.
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The aggregate number of stock awards and optiondswautstanding at fiscal year-end for each direisteet
out in the table below:

Outstanding Equity Awards at Fiscal Year-End

Number of Securities Number of Securities
Underlying Underlying Number of Shares or
Unexercised Options Unexercised Options Units of Stock that
#) #) Have Not Vestec
Name Exercisable Unexercisable #
Lewis E. Epley, Jr. 173,50: 15,12¢ 2,43¢
Robert L. Howarc 173,50: 15,12¢ 2,43¢
Vello A. Kuuskrag 29,50: 15,12¢ 2,43¢
Kenneth R. Mourtol 269,50: 15,12¢ 2,43¢
Charles E. Scharls 501,50: 15,12¢ 2,43¢

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and diedubg foregoing Compensation Discussion and
Analysis with management and, based on such reameiwdiscussions, has recommended to the Boardreftors
that the Compensation Discussion and Analysis tledied in the Annual Report on Form 10-K and thisxy
Statement.

Members of the Compensation Committee

VELLO A. KUUSKRAA, CHAIRMAN
ROBERT L. HOWARD
KENNETH R. MOURTON

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The members of the Compensation Committee durif$ 20e named above under the caption “Compensation
Committee Report,” each of whom is a non-employiesctbr. During 2006, there was no interlockingatinship
between the Board of Directors or the Compensa@iommittee and the board of directors or compensatio
committee of any other company.

PROPOSALS FOR 2008 ANNUAL MEETING

Stockholder proposals intended to be presentepdssible inclusion in the Company’s proxy materfalsthe
2008 Annual Meeting of Stockholders must be reaklwethe Company at its principal offices not latean
November 27, 2007. Any stockholder submitting gppsal intended to be brought before the 2008 Anhlesting
who has not sought inclusion of the proposal inGbenpany’s proxy materials must provide writtenic®bf such
proposal to the Secretary of the Company at thefaoryis principal executive offices not less thanrdr more
than 75, days prior to the called meeting datked$ than 45 days’ notice of the Annual Meetingiven, written
notice of any such proposal must be received o than the close of business on the 15th daywatip the day on
which notice of the Annual Meeting date was mailBlde Company’s by-laws require that notices of kdtadder
proposals contain certain information about anypsal and the proposing stockholder. A copy ofrétevant by-
law provisions may be obtained by contacting MarlBidling, Secretary, Southwestern Energy Company,
2350 N. Sam Houston Parkway East, Suite 125, Hou3texas 77032, (281) 618-4700.

CONFIDENTIAL VOTING

The Company has a confidential voting policy totecd our stockholders’ voting privacy. Under thidipy, all
proxies, ballots and other voting materials or chatipns (collectively, “Voting Records”) that idéfy specific
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holders of record or beneficially of any class tofck of the Company, entitled to vote at any anmualpecial
meeting and the manner in which such holders vsitedl be kept permanently confidential and shatlbeo
disclosed to any entity or person, including thediors, officers, employees or stockholders ofGbenpany except
(i) to allow the tabulator of the vote to tabulated certify the vote, (ii) to comply with federal gtate law, includin
the order of any court, department or agency hajirigdiction over the Company, and to assert deri claims fo
or against the Company, (iii) in connection witbaatested proxy solicitation; (iv) in the eventac&holder has
made a written comment on a proxy card or ballofypif a stockholder expressly requests disclesafrhis or her
vote. Proxy cards shall be returned in envelopéseasded to the tabulator of the vote. Notwithstagdihe
foregoing, the tabulator of the vote may repoith® Company the aggregate number of shares votadegpect to
any matter and whether (but not how) a stockhdbdarvoted and shall report to the Company anyemricomment
on any Voting Records, including the names andesidss of the stockholders making the comments pary
receiving or tabulating the Voting Records and pegson serving as an inspector of elections sleadfiben a copy
of the policy and shall sign a statement acknowitegigeceipt of the policy and the obligation to q@ynwith it. The
policy does not operate to impair free and voluntammmunication between the Company and its stddieins,
including the disclosure by stockholders of theurabf their votes.

OTHER BUSINESS

While the Notice of Annual Meeting of Stockholdesdls for transaction of such other business as pnagerly
come before the meeting, the Companylanagement has no knowledge of any matters poasented for action t
stockholders at the meeting other than as set fiottthis Proxy Statement. If any other businessikhoome before
the meeting, the persons named in the proxy haaeationary authority to vote in accordance withirthhest
judgment. Stockholders may bring additional progsobafore the meeting provided written notice of anch
proposal is received at the Company'’s principatesee offices no later than the close of busire@s#\pril 12,
2007. The Company’s by-laws require that this rotitust contain certain information about any prapasd the
proposing stockholder. A copy of the relevant by-f@ovisions may be obtained by contacting MarkBKling,
Secretary, Southwestern Energy Company, 2350 N.Ha@umston Parkway East, Suite 125, Houston, Texas82,7
(281) 618-4700.

Any stockholder who has not received a copy of@Gbenpany’s Annual Report and Form 10-K may obtain a
copy free of charge by contacting Mark K. Bolingughwestern Energy Company, 2350 N. Sam HoustoknRgr
East, Suite 125, Houston, Texas 77032.

By Order of the Board of Directors
/z{{ .

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

Dated: March 28, 2007
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EXHIBIT A

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 appointmhe
compensation and oversight of the work of the imhelent auditor. As part of this responsibility, fhedit
Committee is required to pre-approve the auditramdaudit services performed by the independentaud order
to assure that they do not impair the auditor'®pehdence from the Company. The Securities andafgeh
Commission (the “SEC”) has issued rules specifyirggtypes of services that an independent audiayr mot
provide to its audit client, as well as the audinenittee’s administration of the engagement ofitidependent
auditor. Accordingly, the Audit Committee has adatand the Board of Directors has ratified, thiglilhand Non-
Audit Services Pre-Approval Policy (the “Policy¥yhich sets forth the procedures and the conditursuant to
which services proposed to be performed by thepaeddent auditor may be pagproved. As set forth in this Poli
unless a type of service has received the pre-appod the Audit Committee as set forth in the apgiees to this
Policy, it will require separate pre-approval bg thudit Committee if it is to be provided by thel@pendent
auditor.

In making its pre-approval determinations, the A@bmmittee will consider whether the applicablevees
are consistent with the SEC’s rules on auditor pretelence. The Audit Committee will also consideethbr the
independent auditor is best positioned to provigerhost effective and efficient service, for reassuch as its
familiarity with the Company’s business, peopldiume, accounting systems, risk profile and otfaatdrs, and
whether the service might enhance the Companylgyatsi manage or control risk or improve audit titya All
such factors will be considered as a whole, andneofactor should necessarily be determinative.

The Audit Committee is also mindful of the relaship between fees for audit and non-audit seniites
deciding whether to pre-approve any such servindseay determine, for each fiscal year, the appatgratio
between the total amount of fees for Audit, Auditated and Tax services and the total amount sfffarecertain
permissible non-audit services classified as AléDtservices.

The appendices to this Policy describe the Audiilifrelated, Tax and All Other services that hthepre-
approval of the Audit Committee. The term of ang-ppproval is 12 months from the date of pre-apgrawnless
the Audit Committee considers a different period atates otherwise. The Audit Committee may adslibtract to
the list of pre-approved services from time to tifn@sed on subsequent determinations.

The purpose of this Policy is to set forth the pres by which the Audit Committee intends toilfuts
responsibilities. It does not delegate the Auditmtattee’s responsibilities to pre-approve servigegormed by the
independent auditor to management.

The independent auditor has reviewed this Polidytaglieves that implementation of the policy wititn
adversely affect the auditor’'s independence.

II. Delegation

As provided in the SEC's rules, the Audit Committeay delegate pre-approval authority to one or nobiits
members. The member to whom such authority is dédelgmust report, for informational purposes oalyy pre-
approval decisions to the Audit Committee at itstrseheduled meeting. The Audit Committee doeddet#gate its
responsibilities to pre-approve services perforimgthe independent auditor to management.

lll.  Audit Services

Although the fee levels for the annual Audit seegiengagement are included as items 1 and 2 oméppa
to this Policy, the actual Audit services engagentems and fees will be subject to the specife-gpproval of the
Audit Committee as set forth in an engagementrlettecuted by the chairman of the Audit Committed e
independent auditor. Audit services shall incluske dannual financial statement audit (including regguquarterly
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reviews) and other procedures required to be peddrby the independent auditor to be able to farragnion on
the Company’s consolidated financial statementd,raay include subsidiary audits and equity invesinagdits.
These other procedures include information systemisprocedural reviews and testing performed ieotal
understand and place reliance on the systemsearhimtcontrol, and consultations relating to thditaor quarterly
reviews. Audit services also include the attestagingagement for the independent auditor’s report o
management’s report on internal controls for finaheporting. The Audit Committee will monitor ti#eudit
services engagement as necessary, but no lesertequarterly basis, and will also approve, ifessary, any
changes in terms, conditions and fees resulting ftbanges in audit scope, Company structure or ddvas.

In addition to the annual Audit services engagerapptroved by the Audit Committee, the Audit Comeett
may grant preapproval to other Audit services, which are thamwises that only the independent auditor reasgm
can provide. Other Audit services may include statuaudits or financial audits for subsidiariesaffiliates of the
Company and services associated with SEC registratatements, periodic reports and other docunfidgdswith
the SEC or other documents issued in connectidm se@curities offerings.

The Audit Committee has pre-approved the Auditisevidentified as items 3, 4 and 5 on AppendiAi.
other Audit services not listed on Appendixust be separately pre-approved by the Audit Cotemit

IV. Audit-related Services

Audit-related services are assurance and relateies that are reasonably related to the perfocmaf the
audit or review of the Company’s financial statetseand that are traditionally performed by the petedent
auditor. Because the Audit Committee believestiiafprovision of Audit-related services does ngbain the
independence of the auditor and is consistent thighlSEC’s rules on auditor independence, the Abdihmittee
may grant pre-approval to Audit-related servicesdirelated services include, among others, dligesice
services pertaining to potential business acqaissfidispositions; accounting consultations relabeaiccounting,
financial reporting or disclosure matters not dféess as “Audit services”; assistance with undemsliag and
implementing new accounting and financial reportjugdance from rulemaking authorities; financiatias of
employee benefit plans; agreed-upon or expandeitl patedures related to accounting and/or billiegords
required to respond to or comply with financialcaenting or regulatory reporting matters; and @ssise with
internal control reporting requirements.

The Audit Committee has pre-approved the Auditteglaservices on Appendix Bll other Audit-related
services not listed on AppendixrBust 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 sisch
tax compliance, tax planning and tax advice withimpgairing the auditor’s independence, and the 8BSCstated
that the independent auditor may provide such sesviTherefore, the Audit Committee believes it gaant pre-
approval to those Tax services that have histdyiteden provided by the auditor, that the Audit Qoittee has
reviewed and believes would not impair the indejgeice of the auditor, and that are consistent Wgh3EC's rules
on auditor independence. The Audit Committee woll permit the retention of the independent auditaonnectiol
with a transaction initially recommended by thedpdndent auditor, the sole business purpose ohwhay be tax
avoidance and the tax treatment of which may natupported in the Internal Revenue Code and refapdations
The Audit Committee will consult with the Contraller outside counsel to determine that the taxmptamand
reporting positions are consistent with this palicy

Pursuant to the preceding paragraph, the Audit Citierhas pre-approved the Tax services on Appe@dix
All Tax services involving large and complex santions not listed on Appendixr@ust be separately pre-
approved by the Audit Committee, including: taxvéezs proposed to be provided by the independatitauo any
executive officer or director of the Company, is bi her individual capacity, where such servigespaid for by
the Company.
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V1. All Other Services

The Audit Committee believes, based on the SEGQé&sprohibiting the independent auditor from prawigd
specific non-audit services, that other types af-andit services are permitted. Accordingly, thelACommittee
believes it may grant pre-approval to those peiibission-audit services classified as All Othevgmrs that it
believes are routine and recurring services, waokdmpair the independence of the auditor anccansistent with
the SEC'’s rules on auditor independence.

The Audit Committee has not yet pre-approved amyices in the “All Other” category. At such time éver)
that the Audit Committee elects to pre-approve sugh services by the independent auditor, the shaébe
described on Appendix [Permissible All Other services not listed on Apggra must be separately pre-approved
by the Audit Committee.

A list of the SEC'’s prohibited non-audit servicesittached to this policy as ExhibitThe SEC'’s rules and
relevant guidance should be consulted to deterthia@recise definitions of these services and pipdicability of
exceptions to certain of the prohibitions.

VII. Pre-Approval Fee Levels or Budgeted Amount:

Pre-approval fee levels or budgeted amounts faeadlices to be provided by the independent auditibbe
established periodically by the Audit Committee yAsroposed services exceeding these levels or aimbymore
than ten percent (10%) will require specific prepagval by the Audit Committee. The pre-approvedléels set
forth in the Appendices to this Policy do not irduout-of-pocket expenses incurred by the indepdralaitor.

The Audit Committee is mindful of the overall rétatship of fees for audit and non-audit services in
determining whether to pre-approve any such sesvieer each fiscal year, the Audit Committee matgichaine the
appropriate ratio between the total amount of feegwdit, Audit-related and Tax services, and tbi&l amount of
fees for services classified as All Other services.

VIIl. Procedures

All requests or applications for services to bevited by the independent auditor that do not regsé@parate
approval by the Audit Committee will be submittedhhe Company’s Controller and must include a tedai
description of the services to be rendered. TherGher will determine whether such services auded within
the list of services that have received the pream of the Audit Committee. The Audit Committedle
informed on a timely basis of any such servicesieead by the independent auditor.

Requests or applications to provide services #tire separate approval by the Audit Committeé il
submitted to the Audit Committee by both the indegent auditor and the Controller, and must inclagint
statement as to whether, in their view, the reqaeapplication is consistent with the SEC’s rudesauditor
independence.

The Audit Committee has designated the internaitautb monitor the performance of all servicesvyided by
the independent auditor and to determine whether sarvices are in compliance with this Policy. Triiternal
auditor will report to the Audit Committee on a joglic basis on the results of its monitoring. Btith internal
auditor and management will immediately reporthi® ¢thairman of the Audit Committee any breach isf Bolicy
that comes to the attention of the internal auditcany member of management.

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

IX. Additional Requirements

The Audit Committee has determined to take additiomeasures on an annual basis to meet its respldypso
oversee the work of the independent auditor ara$soire the auditor’s independence from the Comsa, as
reviewing a formal written statement from the inelegent auditor delineating all relationships betwie
independent auditor and the Company, consistehtiwitependence Standards Board Standard No. 1, and
discussing with the independent auditor its mettadsprocedures for ensuring independence.
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APPENDIX A
Pre-Approved Audit Services for the Audit of Decemlr 31, 2006
Financial Statements and Other Audit Services for I5cal Year 2007

Dated: October 23, 2006
Service Range of Fee
1. Audit of the Company’s consolidated financiatetments and attestation report on internal cantrol

for the year ended December 31, 2 $ 617,50(
2. Interim reviews of the Comparsyfuarterly financial statements for each of thedquarters end

March 31, 2007, June 30, 2007 and September 3G, $ 95,00(
3. Statutory audits or financial audits for subaitis or affiliates of the Compal $ 20,00(
4. Services associated with SEC registration stamésn periodic reports and other documents filed

with the SEC or other documents issued in connegtith securities offerings (e.g., comfort
letters, consents), and assistance in respondi8g@comment lettel $  25,00(

. Consultations by the company’s management tteetaccounting or disclosure treatment of

transactions or events and/or the actual or patkeintipact of final or proposed rules, standards or
interpretations by the SEC, FASB, or other regujaty standard setting bodies (Note: Under SEC
rules, some consultations may*“audi-relate¢’ services rather the*audi” services! $ 10,00(
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APPENDIX B
Pre-Approved Audit-Related Services for the Audit é December 31, 2006
Financial Statements and Other Audit-Related Servies for Fiscal Year 2007
Date: October 23, 2006
Service Range of Fee

1. Due diligence services pertaining to potentiaibess acquisitions/dispositions including revidw
financial statements, financial data and recordd,discussions with acquiree/acquiror finance and
accounting personn $ 20,00(
2. Consultations by the company’s management Hgetaccounting or disclosure treatment of
transactions or events and/or the actual or patkeintipact of final or proposed rules, standards or
interpretations by the SEC, FASB, or other regulaty standardsetting bodies (Note: Under St

rules, some consultations may*“audi” services rather the"audi-relate¢’ services! $ 10,00(
3. Subsidiary or equity investee audits not regLig statute or regulation that are incrementahéo

audit of the consolidated financial stateme $ 20,00(
4. Closing balance sheet audits pertaining to disions $ 20,00(
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APPENDIX C

Pre-Approved Tax Services for Tax Returns for YeafEnded December 31, 2006
and Other Tax Services for Fiscal Year 2007

Dated: October 23, 2006

Service Range of Fee
1. U.S. federal, state and local tax planning ahdca on mergers, acquisitions and restructur $ 10,00(

2. U.S. federal, state and local tax assistangmreng to requests from the company’s tax
department regarding technical interpretations|iegipe laws and regulations, and tax accoun $  10,00(
3. Review of federal, state and local income, fhés®, and other tax returns, including consultation
regarding applicable handling of items for tax rat) required disclosures, elections, and filing
positions available to the compa 22,00(
4. Assistance with tax audits and appeals bef@éRI$ and similar state and local agencies, as
requested by the compé's tax departmer $ 10,00(
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APPENDIX D
Pre-Approved All Other Services for Fiscal Year 20@
Dated: October 23, 2006
Service Range of Fee
None Pr-Approved N/A
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EXHIBIT 1

Prohibited Non-Audit Services

« Bookkeeping or other services related to the adiogimnecords or financial statements of the auligint
 Financial information systems design and implemtent:

« Appraisal or valuation services, fairness opinioncontribution-in-kind reports

* Actuarial service:

« Internal audit outsourcing servic

* Management functior

¢ Human resource

« Broker-dealer, investment adviser or investment bankingees

« Legal service:

« Expert services unrelated to the at
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EXHIBIT B

AUDIT COMMITTEE CHARTER

|. Statement of Purpose

The Audit Committee (the “Committee”) is a standomgnmittee of the Board of Directors. The purpofthe
Committee is to assist the Board of Directors ifilfing its oversight responsibility relating ta) ¢he integrity of the
Company’s financial statements and financial repgrprocess and the Company’s systems of integwlumnting
and financial controls; (ii) the performance of thiernal audit services functions; (iii) the anhimaependent audit
of the Company’s financial statements, the engagéofehe independent auditors and the evaluatfdheo
independent auditors’ qualifications, independesnte performance; (iv) the compliance by the Compaitly legal
and regulatory requirements, including the Compsuaysclosure controls and procedures; (v) the etiaio of
enterprise risk issues; and (vi) the fulfillmenttbé other responsibilities set out herein. The @ittee shall also
prepare the report of the Committee required tmbleided in the Company’s annual proxy statement.

II.  Organization

A. Charter. At least annually, this charter shall be reviewaed reassessed by the Committee and any
proposed changes shall be submitted to the Boabire€tors for approval.

B. Members. The Committee shall be comprised of at leas&tfiB@ members. The members of the Comm
shall be appointed by the Board of Directors, anrdfcommendation of the Nominating and Governararar@ittee
The Board of Directors shall also designate a CdtemiChairperson. All Committee members shall rieet
independence, experience and expertise requireroktite New York Stock Exchange and applicable law.
Committee members shall not simultaneously servimnerudit committees of more than two (2) othdsliou
companies. Committee members may be removed Wydhaed of Directors.

C. Meetings. In order to discharge its responsibilities, th@nittee shall each year establish a schedule of
meetings. The Committee shall meet as often astétrohines, but not less frequently than quartértiditional
meetings may be scheduled as required. The Conensittall meet periodically with management, therirgke
auditors (or internal audit service providers) #melindependent auditor in separate executive@essihe
Committee may request any officer or employee ef@lompany or the Company’s outside counsel or ieident
auditor to attend a meeting of the Committee anéet with any members of, or consultants to, thex@itee.

D. Quorum; Action by CommitteeA quorum at any Committee meeting shall be adtlego (2) members. All
determinations of the Committee shal