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PIONEER NATURAL RESOURCES COMPANY
5205 North O'Connor Boulevard
Suite 1400
Irving, Texas 75039
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

To the Stockholders of Pioneer Natural Resources Company:

Notice is hereby given that the Annual Meeting of Stockholders of Pioneer

Natural Resources Company (the "Company") will be held in the Britain Room at
the Dallas Marriott Las Colinas Hotel, 223 West Las Colinas Blvd., Irving, Texas
75039, on Thursday, May 15, 2003, at 9:00 a.m. (the "Annual Meeting"). The

Annual Meeting is being held for the following purposes:
1. To elect three directors, each for a term of three years.

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

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

These proposals are described in the accompanying proxy materials. You
will be able to vote at the Annual Meeting only if you are a stockholder of

record at the close of business on March 19, 2003.

YOUR VOTE IS IMPORTANT

Please date, sign, and return the enclosed Proxy promptly so that your
shares may be voted in accordance with your wishes and so we may have a quorum
at the Annual Meeting. Instead of returning the paper proxy, you may vote

through the Internet by accessing our transfer agent's website at
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www.continentalstock.com. You will need the control numbers that are printed on
your personalized proxy card.

By Order of the Board of Directors

/s/ Mark L. Withrow

Mark L. Withrow, Secretary

Irving, Texas
April 7, 2003

PIONEER NATURAL RESOURCES COMPANY
5205 North O'Connor Boulevard
Suite 1400
Irving, Texas 75039

PROXY STATEMENT

2003 ANNUAL MEETING OF STOCKHOLDERS

The board of directors of Pioneer Natural Resources Company (the "Board
of Directors") requests your Proxy for the Annual Meeting of Stockholders that
will be held at 9:00 a.m., on Thursday, May 15, 2003, in the Britain Room at the
Dallas Marriott Las Colinas Hotel, Irving, Texas 75039. By granting the Proxy,
you authorize the persons named on the Proxy to represent you and vote your
shares at the Annual Meeting. Those persons will also be authorized to vote your
shares to adjourn the Annual Meeting from time to time and to vote your shares
at any adjournments or postponements of the Annual Meeting.

You may grant your Proxy by signing, dating and returning the enclosed
paper proxy card. Instead of returning the paper proxy card, you may complete a
proxy card electronically through the Internet by accessing the website of the
Company's transfer agent at www.continentalstock.com. You will need the control
numbers that are printed on your personalized paper proxy card. See "Internet
Voting."

If you attend the Annual Meeting, you may vote in person. If you are not
present at the Annual Meeting, your shares may be voted only by a person to whom
you have given a proper proxy, such as the accompanying Proxy or the Internet

Proxy. You may revoke the Proxy in writing at any time before it is exercised at
the Annual Meeting by delivering to the Secretary of the Company a written
notice of the revocation, or by signing and delivering to the Secretary of the
Company a proxy with a later date or by submitting vyour vote electronically
through the Internet with a later date. Your attendance at the Annual Meeting
will not revoke the Proxy unless you give written notice of revocation to the
Secretary of the Company Dbefore the Proxy is exercised or unless you vote your
shares in person at the Annual Meeting.

This Proxy Statement and the accompanying Notice of Annual Meeting and



Edgar Filing: PIONEER NATURAL RESOURCES CO - Form DEF 14A

Proxy are first being sent or given to stockholders of the Company on or about
April 9, 2003.

QUORUM AND VOTING

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

Record Date. The record date for stockholders entitled to notice of and
to vote at the Annual Meeting is the close of business on March 19, 2003. At the
record date, 117,610,782 shares of common stock were outstanding and entitled to
be voted at the Annual Meeting.

Quorum and Adjournments. The presence, 1in person or by proxy, of the
holders of a majority of the votes eligible to be cast at the Annual Meeting is
necessary to constitute a quorum at the Annual Meeting.

If a quorum is not present, the stockholders entitled to vote who are
present 1in person or by proxy at the Annual Meeting have the power to adjourn
the Annual Meeting from time to time, without notice other than an announcement
at the Annual Meeting, wuntil a quorum is present. At any adjourned Annual
Meeting at which a quorum is present, any business may be transacted that might
have been transacted at the Annual Meeting as originally notified.

Vote Required. Directors will Dbe elected by a plurality of the votes
present and entitled to be voted at the Annual Meeting. Ratification of the
selection of the Company's auditors will require the affirmative vote of the
holders of a majority of the shares present and entitled to be voted at the

3

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

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

o FOR the election of the three persons named in this Proxy Statement
as the Board of Directors' nominees for election to the Board of
Directors.

o FOR the ratification of the selection of Ernst & Young LLP as the
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Company's auditors.

If any other business properly comes before the stockholders for a vote at the
meeting, your shares will be voted in accordance with the discretion of the
holders of the Proxy. The Board of Directors knows of no matters, other than
those previously stated, to be presented for consideration at the Annual
Meeting.

ITEM ONE
ELECTION OF DIRECTORS

The Board of Directors has nominated the following individuals for
election as Class III directors of the Company with their terms to expire at the
annual meeting of stockholders in 2006 when their successors are elected and
qualified:

Jerry P. Jones
Charles E. Ramsey, Jr.
Robert A. Solberg

Messrs. Jones, Ramsey and Solberg are currently serving as directors of
the Company. Their biographical information is contained in "Directors and
Executive Officers."

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

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

ITEM TWO
SELECTION OF AUDITORS

The Audit Committee of the Board of Directors has selected Ernst & Young
LLP as the auditors of the Company for 2003. Ernst & Young LLP have audited the
Company's financial statements since 1998. The 2002 audit was completed on
January 24, 2003.

Audit Fees. The aggregate fees billed by Ernst & Young LLP for
professional services rendered for the audits of the Company's annual financial
statements and reviews of reports on Forms 10-Q for the years ended December 31,
2002 and 2001 were $448,326 and $469,078, respectively.

Audit Related Fees. The aggregate fees Dbilled by Ernst & Young LLP for
audit related services totaled $101,091 and $115,885 during the years ended
December 31, 2002 and 2001, respectively. Audit related services were primarily
comprised of audits of the Company's benefit plans, reviews of merger and
acquisition transactions and procedures associated with the Company's registered
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securities offerings.

Tax Services Fees. The aggregate fees billed by Ernst & Young LLP for tax
services totaled $73,116 and $40,830 during the years ended December 31, 2002
and 2001.

Other Fees. During the year ended December 31, 2002, the Company and the
Audit Committee engaged Ernst & Young LLP to perform audits, audit related
procedures and tax services. No other professional services were provided to the
Company by Ernst & Young LLP during the year ended December 31, 2002. Ernst &
Young LLP billed the Company $385,000 of fees for internal audit services
provided during 2001.

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

The audit report of Ernst & Young LLP on the Company's annual financial
statements for 2002, 2001 and 2000 did not contain an adverse opinion or a
disclaimer of opinion and was not qualified or modified as to uncertainty or
audit scope.

In connection with the audits of the Company's annual financial
statements for 2002, 2001 and 2000, there were no disagreements with Ernst &
Young LLP on any matters of accounting principles or practices, financial
statement disclosure, or auditing scope or procedures which, if not resolved to
the satisfaction of such independent accountants, would have caused such
independent accountants to make reference to the matter in their audit report.

The Board of Directors recommends that stockholders vote FOR ratification
of the selection of Ernst & Young LLP.

DIRECTORS AND EXECUTIVE OFFICERS
After the Annual Meeting, assuming the stockholders elect the nominees of

the Board of Directors as set forth in "Item One - Election of Directors," the
Board of Directors and executive officers of the Company will be:

Name Age Position

Scott D. Sheffield...... 50 Chairman of the Board, President and Chief
Executive Officer

Chris J. Cheatwood 42 Executive Vice President - Worldwide Exploration

Timothy L. Dove......... 46 Executive Vice President and Chief Financial Officer

Dennis E. Fagerstone.... 54 Executive Vice President - International Operations

Danny L. Kellum......... 48 Executive Vice President - Domestic Operations

Mark L. Withrow......... 55 Executive Vice President, General Counsel and
Secretary

James R. Baroffio....... 71 Director

Edison C. Buchanan...... 48 Director

R. Hartwell Gardner..... 68 Director

James L. Houghton....... 72 Director

Jerry P. Jones.......... 71 Director

Linda K. LawsoN......... 57 Director

Charles E. Ramsey, Jr... 66 Director

Robert A. Solberg....... 57 Director
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The Company has classified its Board of Directors into three classes.
Directors in each class are elected to serve for three-year terms and until
their successors are elected and qualified. Each year, the directors of one
class stand for re-election as their terms of office expire. Messrs. Gardner and

Houghton, and Mrs. Lawson, are designated as Class I directors, and their terms
of office expire in 2004. Messrs. Baroffio, Buchanan and Sheffield are
designated as Class II directors, and their terms of office expire in 2005.
Messrs. Jones, Ramsey and Solberg are designated as Class III directors, and

their terms of office expire at the Annual Meeting.
Executive officers serve at the discretion of the Board of Directors.

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

Scott D. Sheffield. Mr. Sheffield, a distinguished graduate of the
University of Texas with a Bachelor of Science degree in Petroleum Engineering,
has been the President and Chief Executive Officer of the Company since August

1997, and assumed the position of Chairman of the Board in August 1999. He was
the President and a director of Parker & Parsley Petroleum Company ("Parker &
Parsley") since May 1990 and was the Chairman of the Board and Chief Executive

Officer of Parker & Parsley since October 1990. Mr. Sheffield was the sole
director of Parker & Parsley from May 1990 until October 1990. Mr. Sheffield
joined Parker & Parsley Development Company ("PPDC"), a predecessor of Parker &
Parsley, as a petroleum engineer in 1979. Mr. Sheffield served as Vice President
— Engineering of PPDC from September 1981 until April 1985, when he was elected
President and a director. In March 1989, Mr. Sheffield was elected Chairman of
the Board and Chief Executive Officer of PPDC. Before joining PPDC, Mr.
Sheffield was employed as a production and reservoir engineer for Amoco
Production Company.

Chris J. Cheatwood. Mr. Cheatwood was elected Executive Vice President
- Worldwide Exploration in January 2002. Mr. Cheatwood Jjoined the Company in
August 1997 and was promoted to Vice President of Domestic Exploration in July
1998 and Senior Vice President Exploration in December 2000. Before joining the
Company, Mr. Cheatwood spent ten years with Exxon where his focus included
exploration in the Deepwater Gulf of Mexico. Mr. Cheatwood is a graduate of the
University of Oklahoma with a Bachelor of Science degree in Geology and earned
his Master of Science degree in Geology from the University of Tulsa.

Timothy L. Dove. Mr. Dove was elected Executive Vice President and Chief
Financial Officer in February 2000. Prior to that, Mr. Dove held the position of
Executive Vice President - Business Development since August 1997. Mr. Dove
joined Parker & Parsley in May 1994 as Vice President - International and was
promoted to Senior Vice President - Business Development 1in October 1996, in
which position he served until August 1997. Before joining Parker & Parsley, Mr.
Dove was employed with Diamond Shamrock Corp., and its successor, Maxus Energy
Corp., 1in various capacities 1in international exploration and production,
marketing, refining, and planning and development. Mr. Dove earned a Bachelor of
Science degree 1in Mechanical Engineering from Massachusetts Institute of
Technology 1in 1979 and received his M.B.A. in 1981 from the University of
Chicago.

Dennis E. Fagerstone. Mr. Fagerstone, a graduate of the Colorado School
of Mines with a Bachelor of Science degree in Petroleum Engineering, became an
Executive Vice President of the Company in August 1997. Mr. Fagerstone served as
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Executive Vice President and Chief Operating Officer of MESA Inc. ("Mesa") from
March 1997 until August 1997. Mr. Fagerstone served as Senior Vice President and
Chief Operating Officer of Mesa from October 1996 to February 1997, as Vice
President - Exploration and Production of Mesa from May 1991 to October 1996 and
as Vice President - Operations of Mesa from June 1988 until May 1991.

Danny L. Kellum. Mr. Kellum, who received a Bachelor of Science degree in
Petroleum Engineering from Texas Tech University in 1979, was elected Executive

Vice President - Domestic Operations in May 2000. From January 2000 until May
2000, Mr. Kellum served as Vice President - Domestic Operations. Mr. Kellum
served as Vice President - Permian Division from August 1997 until December

1999. From 1989 until 1994 he served as Spraberry District Manager and as Vice
President of the Spraberry and Permian Division for Parker & Parsley until
August of 1997. Mr. Kellum joined Parker & Parsley as an operations engineer in
1981 after a brief career with Mobil 0il Corporation.

Mark L. Withrow. Mr. Withrow, a graduate of Abilene Christian University
with a Bachelor of Science degree in Accounting and Texas Tech University with a
Juris Doctorate degree, has been the Executive Vice President, General Counsel
and Secretary of the Company since August 1997. He served as Vice President -
General Counsel of Parker & Parsley from February 1991 until January 1995, and
served as Senior Vice President, General Counsel of Parker & Parsley from
January 1995 until August 1997. He was Parker & Parsley's Secretary from August
1992 until August 1997. Mr. Withrow joined Parker & Parsley in January 1991.
Before joining Parker & Parsley, Mr. Withrow was the managing partner of the law
firm of Turpin, Smith, Dyer, Saxe & MacDonald in Midland, Texas.

James R. Baroffio. Dr. Baroffio received a Bachelor of Arts degree in
Geology at the College of Wooster, Ohio, an M.S. in Geology at Ohio State
University, and a Ph.D. in Geology at the University of 1Illinois. Before
becoming a director of the Company in December 1997, Dr. Baroffio enjoyed a long
career with Standard 0il Company of California, the ©predecessor of Chevron
Corporation where he served as President, Chevron Research and Technology Center
from 1980 to 1985 and eventually retired as President of Chevron Canada

Resources in 1994. Dr. Baroffio was a member of the Board of Directors of the
Rocky Mountain O0il & Gas Association, and Chairman of the U.S. National
Committee of the World Petroleum Congress. His community leadership positions

included membership on the Board of Directors of Glenbow Museum and the Nature
Conservancy of Canada, as well as serving as President of the Alberta Nature
Conservancy.

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

R. Hartwell Gardner. Mr. Gardner Dbecame a director of the Company in
August 1997. He served as a director of Parker & Parsley from November 1995



Edgar Filing: PIONEER NATURAL RESOURCES CO - Form DEF 14A

until August 1997. Mr. Gardner graduated from Colgate University with a Bachelor
of Arts degree in Economics and then earned an M.B.A. from Harvard University.
Until October 1, 1995, Mr. Gardner was the Treasurer of Mobil 0il Corporation
and Mobil Corporation from 1974 and 1976, respectively. Mr. Gardner is a member
of the Financial Executives Institute of which he served as Chairman in
1986/1987 and is a Director and Chairman of the Investment Committee of 0il
Investment Corporation Ltd. and 0Oil Casualty Investment Corporation Ltd. in
Pembroke, Bermuda.

James L. Houghton. Mr. Houghton is a Certified Public Accountant and a
graduate of Kansas University with a Bachelor of Science degree in Accounting,
as well as a Bachelor of Laws degree. Mr. Houghton has served as a director of
the Company since August 1997, and as a director of Parker & Parsley from
October 1991 until August 1997. Until October 1, 1991, Mr. Houghton was the lead
oil and gas tax specialist for the accounting firm of Ernst & Young, was a
member of Ernst & Young's National Energy Group, and had served as its Southwest
Regional Director of Tax. Mr. Houghton is a member of the American Institute of
Certified Public Accountants, a member of the Oklahoma Society of Certified
Public Accountants and a former Chairman of its Federal and Oklahoma Taxation
Committee, and past President of the Oklahoma Institute on Taxation. He has also
served as a Director for the Independent Petroleum Association of America and as
a member of its Tax Committee. Mr. Houghton presently serves as a Trustee of the
J. E. and L. E. Mabee Foundation in Tulsa, Oklahoma.

Jerry P. Jones. Mr. Jones earned a Bachelor of Science degree from West
Texas State College in 1953 and a Bachelor of Laws degree from the University of
Texas School of Law in 1959. Mr. Jones has served as a director of the Company
since August 1997, and as a director of Parker & Parsley from May 1991 until
August 1997. Mr. Jones was an attorney with the law firm of Thompson & Knight,
L.L.P. in Dallas, Texas, since September 1959 and was a shareholder in that firm
until January 1998, when he retired and became of counsel to the firm. Mr. Jones
specialized in civil litigation, especially in the area of energy disputes.

Linda K. Lawson. Mrs. Lawson holds a Bachelor of Science degree in
Accounting from the University of Denver. Mrs. Lawson was employed by business
units of The Williams Companies, as well as the parent organization from 1980 to
her retirement in 2001. During her tenure she served in a variety of capacities
including accounting and finance ©positions of the parent, and Controller of a
FERC regulated energy business unit, Vice President of Investor Relations, Vice
President of Human Resources, and as COO of several telecommunication start-up
businesses. She is a Certified Public Accountant and served the Tulsa community
in a variety of non-profit organizations. Mrs. Lawson became a director of the
Company in 2002, and resides in Denver, Colorado.

Charles E. Ramsey, Jr. Mr. Ramsey 1is a graduate of the Colorado School of
Mines with a Petroleum Engineering degree and a graduate of the Smaller Company
Management program at the Harvard Graduate School of Business Administration.
Mr. Ramsey has served as a director of the Company since August 1997. Mr. Ramsey
served as a director of Parker & Parsley from October 1991 until August 1997.
Since October 1991, he has operated an independent management and financial
consulting firm. From June 1958 until June 1986, Mr. Ramsey held various
engineering and management positions in the oil and gas industry and, for six
years before October 1991, was a Senior Vice President in the Corporate Finance
Department of Dean Witter Reynolds Inc. in the Dallas, Texas office. His
industry experience includes 12 years of senior management experience with May
Petroleum Inc. in the positions of President, Chief Executive Officer and
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Executive Vice President. Mr. Ramsey is also a former director of MBank Dallas,
the Dallas Petroleum Club and Lear Petroleum Corporation.

Robert A. Solberg. Mr. Solberg earned a Bachelor of Science in Civil
Engineering from the University of North Dakota in 1969, and is a 1licensed
Petroleum Engineer in Louisiana. Mr. Solberg spent his entire career working for
Texaco Inc. in Houston and Midland, Texas, London and the Middle East, holding
the positions of Division President, President of International Exploration and
Production, President of Upstream Commercial Development, and retired in March
2002 as Vice President of Texaco Inc. He became a director of the Company in
2002. Mr. Solberg recently served as a director of Greater Houston Partnership,
Central Houston Chamber of Commerce and Houston Grand Opera.

MEETINGS AND COMMITTEES OF DIRECTORS

The Board of Directors of the Company held ten meetings during 2002. No
director attended fewer than 75 percent of the total number of meetings of the
Board of Directors. No director attended fewer than 75 percent of the total
number of meetings of all committees of the Board of Directors on which that
director served.

The Board of Directors has three standing committees: the "Audit
Committee", +the "Compensation Committee" and the "Nominating and Corporate

Governance Committee".

Information regarding the functions performed by the Audit Committee and

its membership is set forth in the "Audit Committee Report", included herein,
and the "Audit Committee Charter" that is attached to this proxy statement as
Annex A. The members of the Audit Committee are Messrs. Houghton (Chairman),
Gardner, Jones and Solberg and Mrs. Lawson. The Audit Committee held seven

meetings during 2002.

The Compensation Committee periodically reviews the compensation,
employee benefit plans and fringe benefits paid to, or provided for, executive
officers of the Company, and approves the annual salaries, bonuses and stock
option awards of the Company's executive officers. The Compensation Committee
also administers the Company's Long-Term Incentive Plan. Additional information
regarding the functions performed by the Compensation Committee and its
membership is set forth in the "Compensation Committee Report on Executive
Compensation", included herein, and the "Compensation Committee Charter" that is
attached to this proxy statement as Annex B. The members of the Compensation
Committee are Messrs. Ramsey (Chairman), Baroffio and Buchanan. The Compensation
Committee held six meetings during 2002.

The Nominating and Corporate Governance Committee assists the Board of
Directors 1in evaluating potential new members of the Board of Directors,
recommending committee members and structure, and advising the Board of
Directors about corporate governance practices. Additional information regarding
the functions performed by the Nominating and Corporate Governance Committee and

8
its membership is set forth in "Corporate Governance", included herein, and the
"Nominating and Corporate Governance Committee Charter" that is attached to this
proxy statement as Annex C. The members of the Nominating and Corporate

Governance Committee include all non-employee directors; however, any director
whose term is expiring and who would be eligible for election at the Annual

10
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Meeting shall not participate in the meeting(s) called for such nomination. The
Nominating and Corporate Governance Committee was formed in 2003 and did not
hold any meetings during 2002.

MANAGEMENT COMPENSATION
Compensation of Directors

Each non-employee director receives an annual base retainer fee of
$40,000 and an annual fee of $10,000 for service on one or more committees.
Audit committee members receive an additional $7,500 annual fee and Mr. Baroffio
in his role as geosciences advisor to the Board of Directors receives an
additional $7,500 annual fee. The chairman of the audit committee also receives
a $5,000 annual fee and other committee chairmen receive a $2,500 annual fee.
Each non-employee director is also reimbursed for travel expenses to attend
meetings of the Board of Directors or its committees. No additional fees are
paid for attendance at Board of Directors or committee meetings. The Company's
Chief Executive Officer does not receive additional compensation for serving on
the Board of Directors.

Under the Company's Long-Term Incentive Plan, non-employee directors are
eligible to receive their fees in the form of non-qualified stock options, stock
appreciation rights, restricted stock, or performance units. The Company can use
these awards instead of cash to pay its non-employee directors all or part of
their annual fees. The Board of Directors determines the form (or combination of
forms) of consideration each year, based on the economic and other circumstances
at the time and based on its view of which awards will best align the interests
of the stockholders and the directors.

For the year following the Company's 2002 annual stockholders' meeting,
the Board of Directors were given a choice to be compensated in (a) 100 percent
cash, (b) 100 percent stock options, (c) 100 percent restricted stock, or (d) a
combination of 50/50 of any two, 1in payment of the non-employee directors'
annual fees. Messrs. Baroffio, Jones, Ramsey and Solberg and Mrs. Lawson elected
100 percent cash compensation; Mr. Gardner elected to receive 100 percent of his
compensation in stock options; Mr. Buchanan elected to receive 100 percent of
his compensation in restricted stock; and Mr. Houghton elected to receive 50
percent of his compensation in cash and 50 percent in restricted stock. The
number of shares granted to non-employee directors electing stock options was

determined by dividing the directors' annual fees by the value of an option for
one share on May 13, 2002 (the last <closing sale price Dbefore the date of the
grant). The options have a fair-market value exercise price, and the value of

each option was calculated using the Black-Scholes method based on assumptions
provided by the Company's executive compensation consulting firm. These options
vested 25 percent each quarter with the first vesting date on August 14, 2002.
The number of shares granted to non-employee directors electing restricted stock
was determined by dividing the director's fees elected to be paid by restricted
stock by the closing price of one share of the Company stock on May 13, 2002
(the last closing sale price before the date of the grant). The restricted stock
grants vested 25 percent each quarter with the first vesting date on August 14,
2002. On May 14, 2002, Mr. Gardner received a grant of 5,017 stock options to
compensate him for his annual fees (each stock option granted has an exercise
price of $24.60). Mr. Buchanan received a restricted stock grant of 2,032 shares
to compensate him for 100 percent of his annual fees, and Mr. Houghton received
a restricted stock grant of 1,270 shares to compensate him for 50 percent of his
annual fees.

Each non-employee director, upon commencement of initial service as a
director, receives $125,000 of restricted stock. The price used to calculate the
number of shares to be granted is based on the closing stock price on the day
prior to the day the director is elected to serve on the Board of Directors. The
shares granted are subject to vesting and transfer restrictions that lapse with

11
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respect to one-third of the shares each year following the grant over a three
year period. The vesting of ownership and the lapse of transfer restrictions may
be accelerated in the event of the death, disability or retirement of the
director or a change in control of the Company. Each recipient is required to
make an election under the Internal Revenue Code to include the value of the
restricted stock in the recipient's income in the year of grant, and the Company
agrees to provide a cash award to the non-employee director in an amount

sufficient +to pay the federal income taxes due with respect to the grant and
such cash payment. On May 14, 2002, Mrs. Lawson and Messrs. Buchanan and
Solberg, as newly elected non-employee directors, each received a grant of 5,081
shares of Company common stock (which number was calculated by dividing $125,000
by $24.60, the <closing stock price on May 13, 2002) and a cash payment of
$83,500 to pay the federal income taxes on the grant and the cash payment.

For the year following the Company's 2003 annual scheduled meeting,
directors can again elect to receive their annual fees 100 percent in cash,
stock options or restricted stock or 50 percent each in any two of those three
forms of compensation.

Compensation of Executive Officers

The compensation paid to the Company's executive officers generally
consists of base salaries, annual bonuses, awards under the Long-Term Incentive
Plan, contributions to the Company's 401 (k) retirement plan, contributions to
the Company's deferred compensation retirement plan, and miscellaneous
perquisites. The following table summarizes the total compensation for 2002,
2001 and 2000 awarded to, earned by or paid to the following persons:

SUMMARY COMPENSATION TABLE

Long—-Term

Compensation
Awards

Annual Compensation = —————————————————————
————————————————————————————————————— Value of Shares

Name and Other Annual Restricted Underlying
Principal Position Year Salary Bonus (a) Compensation (b) Stock (c) Options
Scott D. Sheffield 2002 $700,000 $971,250 $ 19,211 $1,766,880 150,000
President and 2001 $660,000 $617,891 $ 18,279 $ - 138,000
Chief Executive Officer 2000 $638,000 $626,350 $ 18,051 $ - 120,000
Timothy L. Dove 2002 $315,000 $349, 650 $ 4,954 $ 588,960 50,000
Executive Vice President 2001 $300,000 $224,688 $ 4,816 $ - 53,000
and Chief Financial Officer 2000 $290,000 $174,000 $ 4,611 $ - 46,000
Dennis E. Fagerstone 2002 $315,000 $349, 650 $ 9,776 $ 588,960 50,000
Executive Vice President - 2001 $300,000 $224,688 $ 9,488 $ - 53,000
International Operations 2000 $290,000 $174,000 $ 9,295 S - 46,000
Danny L. Kellum 2002 $315,000 $349, 650 $ 8,981 $ 588,960 50,000
Executive Vice President - 2001 $270,000 $201,563 $ 8,166 $ - 53,000
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Domestic Operations 2000 $240,000 $144,000 S 2,923 S -
Mark L. Withrow 2002 $315,000 $349, 650 $ 10,858 $ 588,960
Executive Vice President 2001 $300,000 $224,688 $ 5,770 S -
and General Counsel 2000 $290,000 $174,000 $ 5,577 $ -
Long-Term Incentive Plan. The Long-Term Incentive Plan (the "Plan")
provides for employee and non-employee director grants in the form of stock
options, stock appreciation rights, restricted stock, and performance units
pavable in stock or cash. The maximum number of shares of common stock that may
be issued under the Plan is equal to 10 percent of the total number of shares of
common stock equivalents outstanding from time to time minus the total number of
shares of stock subject to outstanding grants on the date of calculation under
any other stock-based plan for employees or directors of the Company. The Plan
had 4,306,586 shares available for additional awards at December 31, 2002.
No performance units or stock appreciation rights have been awarded under
the Plan.
The following table sets forth information about stock option grants made
during 2002 to the named executive officers.
OPTION GRANTS IN LAST FISCAL YEAR ENDING DECEMBER 31, 2002
Individual Grants
Number of % of Total
Securities Options Granted Exercise or
Underlying to Employees Base Price Expiration
Name Options Granted In Fiscal Year Per Share (c) Date
Scott Sheffield...... 90,000 (a) 5.48 $ 18.30 2/19/08-09-10
60,000 (b) 3.65 $ 24.72 8/12/08-09-10
Timothy Dove......... 30,000 (a) 1.83 $ 18.30 2/19/08-09-10
20,000 (b) 1.22 $ 24.72 8/12/08-09-10
Dennis Fagerstone.... 30,000 (a) 1.83 S 18.30 2/19/08-09-10
20,000 (b) 1.22 $ 24.72 8/12/08-09-10
Danny Kellum......... 30,000 (a) 1.83 $ 18.30 2/19/08-09-10
20,000 (b) 1.22 $ 24.72 8/12/08-09-10
Mark Withrow......... 30,000 (a) 1.83 $ 18.30 2/19/08-09-10
20,000 (b) 1.22 $ 24.72 8/12/08-09-10
The following table sets forth, for each named executive officer,
information concerning the exercise of stock options during 2002, and the value
of unexercised stock options as of December 31, 2002.
AGGREGATED OPTION EXERCISES IN LAST FISCAL YEAR
AND FISCAL YEAR END OPTION VALUES
Number of Securities Value of
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Exercise Realized Exercisable Unexercisable Exercisable

Scott Sheffield....... - S - 213,500 262,000 $1,707,204

Timothy Dove.......... 11,667 $146,633 116,500 100, 665 S 693,886

Dennis Fagerstone..... - S - 208,689 100, 665 $ 788,518

Danny Kellum.......... 52,334 $767,501 52,667 100,665 $ 239,450

Mark Withrow.......... 15,835 $160,531 124,333 100, 665 $ 870,091
Retirement Plan. The Company does not provide a defined Dbenefit
retirement plan or a restoration plan. Hewitt Associates, the Company's
compensation consultant, advised the Company that it was not providing

competitive retirement benefits for its officers by offering only a 401 (k) plan.
To maintain a competitive position, the Company also provides a non-qualified
deferred compensation retirement plan for officers of the Company. Each
participant 1is allowed to contribute wup to 25 percent of base salary. The
Company provides a matching contribution of 100 percent of the participant's
contribution 1limited to the first 10 percent of the officer's base salary. The
Company's matching contribution vests immediately.

Severance Agreements. The Company has entered into severance agreements
with its officers. Salaries and bonuses are set by the Compensation Committee
independent of these agreements, and the Compensation Committee can increase or

reduce base salaries at its discretion.

Either the Company or the officer may terminate the officer's employment

under the severance agreement at any time. The Company must pay the officer an
amount equal to one year's base salary if the officer's employment is terminated
because of death, disability, or normal retirement. The Company must pay the

officer an amount equal to one year's base salary and continue health insurance
for the officer's family for one year if the Company terminates the officer's
employment without cause or if the officer terminates employment for good
reason, which is when reductions 1in the officer's Dbase annual salary exceed
specified limits or when the officer's responsibilities have been significantly
reduced. If within one year after a change in control of the Company, the
Company terminates the officer without cause, or if the officer terminates
employment for good reason, the Company must pay the officer an amount equal to
2.99 times the sum of the officer's Dbase salary plus target bonus for the year
and continue health insurance for the officer's family for three years. If the
officer terminates employment with the Company without reason between six months
and one year after a change in control, or at any time within one year after a
change in control if the officer is required to move, then the Company must pay
the officer one year's base salary and continue health insurance for the
officer's family for one year. Officers are also entitled to additional payments
for certain tax 1liabilities that may apply to severance payments following a
change in control.
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Indemnification Agreements. The Company has entered into indemnification
agreements with each of its directors and officers, including the named
executive officers. Those agreements require the Company to indemnify the
directors and officers to the fullest extent permitted by the Delaware General
Corporation Law and to advance expenses 1in connection with certain claims
against directors and officers. The Company expects to enter into similar
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agreements with persons selected to be directors and officers in the future.
FEach indemnification agreement also provides that, upon a potential change in
control of the Company and if the indemnified director or officer so requests,
the Company will create a trust for the benefit of the indemnified director or
officer in an amount sufficient to satisfy payment of all liabilities and suits
against which the Company has indemnified the director or officer.

EQUITY COMPENSATION AND PLAN INFORMATION

The following table summarizes information about the Company's equity
compensation plans as of December 31, 2002:

(a)
Number of
securities to be (b)
issued upon Weighted average
exercise of exercise price of
outstanding options* outstanding options
Equity compensation plans approved by
security holders:
Pioneer Natural Resources Company:
Long-Term Incentive Plan 6,779,621 $ 19.11
Employee Stock Purchase Plan - $ -
Predecessor plans 488,671 $ 26.44
Total 7,268,292

The Company has no equity compensation plans that have not been approved
by security holders.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION
During fiscal vyear 2002, no member of the Compensation Committee also

served as an executive officer of the Company. During fiscal year 2002, there
were no Compensation Committee interlocks with other companies.
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COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Compensation Committee of the Board of Directors submits the following
report with respect to the executive compensation program of the Company.

Compensation Principles and Philosophy

The overriding responsibility of the committee 1s to maintain the
Company's executive compensation program so that it attracts and retains a
capable and highly motivated senior management team and aligns the compensation
of the Company's executives with the Company's strategic business plan to

Number
remain
for fu
un
compe
(exclud

reflecte

15



Edgar Filing: PIONEER NATURAL RESOURCES CO - Form DEF 14A

increase stockholder wvalue. During 2002 the committee retained an executive

compensation consulting firm ("Hewitt Associates") to assist and advise it in
its efforts to establish and administer fair and competitive compensation and
incentive policies. These policies emphasize variable compensation, structure

the annual bonus and long-term incentive awards to be a significant portion of
an executive's total compensation and result in total compensation that is
reflective of Company performance. A combination of stock option awards and
restricted stock will be emphasized as part of each executive's compensation
package to align stockholder and executive interests. The committee has adopted
a policy of not repricing stock options and incorporated that policy into the
Company's long-term incentive plan. Other critical elements of the Company's
compensation and incentive policies provide for:

o Base salaries at or slightly above median levels compared to industry
survey information and peer group proxy analysis

o Annual target bonus levels slightly above median with payouts that are
based on both individual and Company performance

o Long-term incentive award levels that are above median
o Significant stock ownership by directors and the Chief Executive
Officer.

To support the commitment to significant stock ownership, the Company's
current common stock ownership guidelines are as follows:

o Non-employee directors' stock value equal to at least three times each
director's annual base retainer fee

o Chairman of the Board and Chief Executive Officer stock value equal to
at least five times his annual base salary.

In determining compliance with these guidelines, the committee considers
its expectations of the long-term value of the Company's common stock and the
current trading levels. Mr. Sheffield and all directors are in compliance with

the ownership guidelines.

The Omnibus Budget Reconciliation Act of 1993 ("OBRAS3") placed
restrictions on the deductibility of executive compensation paid by public
companies. Under the restrictions, the Company 1s not able to deduct

compensation paid to any of the named executive officers in excess of $1,000,000
unless the compensation meets the de