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VALERO ENERGY CORPORATION
NOTICE OF 2008 ANNUAL MEETING OF STOCKHOLDERS
The Board of Directors has determined that the 2008 Annual Meeting of Stockholders of Valero Energy Corporation
will be held on Thursday, May 1, 2008 at 10:00 a.m., Central Time, at our offices located at One Valero Way, San
Antonio, Texas 78249 for the following purposes:
(1) Elect three Class II directors to serve until the 2011 annual meeting of stockholders or until their respective
successors are elected and have been qualified;

(2) Ratify the appointment of KPMG LLP as our independent registered public accounting firm for 2008;

(3) Vote on a stockholder proposal entitled, Prohibition of Executive Officer Stock Sales During Stock Repurchase
Periods ;

(4) Vote on a stockholder proposal entitled, Stockholder Ratification of Executive Compensation ;
(5) Vote on a stockholder proposal entitled, Disclosure of Corporate Political Contributions ; and
(6) Transact any other business properly brought before the meeting.
By order of the Board of Directors,
Jay D. Browning
Senior Vice President-Corporate Law and
Secretary
Valero Energy Corporation
One Valero Way

San Antonio, Texas 78249
March 20, 2008
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VALERO ENERGY CORPORATION
PROXY STATEMENT
ANNUAL MEETING OF STOCKHOLDERS
May 1, 2008
GENERAL INFORMATION
Introduction
Our Board is soliciting proxies to be voted at the 2008 Annual Meeting of Stockholders on May 1, 2008 (the Annual
Meeting ). The accompanying notice describes the time, place, and purposes of the Annual Meeting. Unless otherwise
indicated, the terms Valero, we, our, and us are used in this proxy statement to refer to Valero Energy Corporation,
one or more of our consolidated subsidiaries, or to all of them taken as a whole. The term Board refers to the Board of
Directors of Valero Energy Corporation.
We are mailing the Notice of Internet Availability of Proxy Materials ( Notice ) to our stockholders on or about
March 20, 2008. On this date, you will have the ability to access all of our proxy materials on a website referenced in
the Notice.
Record Date and Shares Outstanding
Holders of record of our common stock, $0.01 par value ( Common Stock ), at the close of business on March 3, 2008
(the record date ) are entitled to vote on the matters presented at the Annual Meeting. On the record date, 532,138,180
shares of Common Stock were issued and outstanding and entitled to one vote per share.
Quorum
Action may be taken at the Annual Meeting on May 1, 2008, or on any date to which the meeting may be adjourned.
Stockholders representing a majority of voting power, present in person, or represented by properly executed proxy,
will constitute a quorum.
Voting in Person at the Meeting
If you attend the Annual Meeting and plan to vote in person, we will provide you with a ballot at the meeting. If your
shares are registered directly in your name, you are considered the stockholder of record and you have the right to vote
the shares in person at the meeting. If your shares are held in the name of your broker or other nominee, you are
considered the beneficial owner of shares held in street name. As a beneficial owner, if you wish to vote at the
meeting, you will need to bring to the meeting a legal proxy from the stockholder of record (e.g., your broker or other
nominee) authorizing you to vote the shares.
Revocability of Proxies
You may revoke your proxy at any time before it is voted at the Annual Meeting by (a) submitting a written
revocation to Valero, (b) returning a subsequently dated proxy to Valero, or (c) attending the Annual Meeting,
requesting that your proxy be revoked, and voting in person at the Annual Meeting. If instructions to the contrary are
not provided, shares will be voted as indicated on the proxy card.
1
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Broker Non-Votes
Brokers holding shares must vote according to specific instructions they receive from the beneficial owners of
Common Stock. If specific instructions are not received, brokers may generally vote these shares in their discretion.
However, the New York Stock Exchange (the NYSE ) precludes brokers from exercising voting discretion on certain
proposals without specific instructions from the beneficial owner. This results in a broker non-vote on such a proposal.
A broker non-vote is treated as present for purposes of determining a quorum, has the effect of a negative vote when a
majority of the voting power of the issued and outstanding shares is required for approval of a particular proposal and
has no effect when a majority of the voting power of the shares present in person or by proxy and entitled to vote or a
plurality or majority of the votes cast is required for approval. Per the NYSE s rules, brokers will not have discretion to
vote on the stockholder proposals presented as Proposals 3, 4, and 5 in this proxy statement, but will have discretion to
vote on the other items scheduled to be presented at the Annual Meeting.
Solicitation of Proxies
Valero pays for the cost of soliciting proxies and the Annual Meeting. In addition to the solicitation of proxies by
mail, proxies may be solicited by personal interview, telephone, and similar means by directors, officers, or employees
of Valero, none of whom will be specially compensated for such activities. Valero also intends to request that brokers,
banks, and other nominees solicit proxies from their principals and will pay such brokers, banks, and other nominees
certain expenses incurred by them for such activities. Valero retained Georgeson Inc., a proxy soliciting firm, to assist
in the solicitation of proxies, for an estimated fee of $14,000, plus reimbursement of certain out-of-pocket expenses.
For participants in our qualified 401(k) plan ( Thrift Plan ), the proxy card will represent (in addition to any shares held
individually of record by the participant) the number of shares allocated to the participant s account in the Thrift Plan.
For shares held by the plan, the proxy card will constitute an instruction to the trustee of the plan on how those shares
should be voted. Shares for which instructions are not received may be voted by the trustee per the terms of the plan.
Our 2005 and 2004 Stock Splits
Our Common Stock split two-for-one on December 15, 2005, and on October 7, 2004. Each split was effected in the
form of a Common Stock dividend. All share and per share data (except par value) in this proxy statement have been
adjusted to reflect the effect of these stock splits for all periods presented.

INFORMATION REGARDING THE BOARD OF DIRECTORS
Valero s business is managed under the direction of our Board. Our Board conducts its business through meetings of
its members and its committees. Valero s Restated Certificate of Incorporation requires the Board to be divided into
Class I, Class 11, and Class III directors, with each class serving a staggered three-year term. During 2007, our Board
held seven meetings and the standing Board committees held 24 meetings in the aggregate. No member of the Board
attended less than 75% of the meetings of the Board and committees of which he or she was a member. All Board
members are expected to attend the Annual Meeting. All Board members attended the 2007 annual stockholders
meeting.

2
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INDEPENDENT DIRECTORS
The Board presently has one member from our management, William R. Klesse (Chief Executive Officer, President,
and Chairman of the Board), and nine non-management directors. In addition, William E. Greehey served on our
Board briefly in 2007 as a non-management director until his resignation from the Board on January 17, 2007. The
Board determined that nine of ten of its non-management directors who served at any time during 2007 met the
independence requirements of the NYSE listing standards as set forth in the NYSE Listed Company Manual. Those
independent directors were W.E. Bill Bradford, Ronald K. Calgaard, Jerry D. Choate, Irl F. Engelhardt, Ruben M.
Escobedo, Bob Marbut, Donald L. Nickles, Robert A. Profusek and Susan Kaufman Purcell.
William E. Greehey briefly served as Chairman of the Board during 2007 until his resignation from the Board on
January 17, 2007. He had previously served as Valero s Chief Executive Officer until his retirement from that position
at the end of 2005. As a former member of management, Mr. Greehey was not an independent director under the
NYSE s listing standards. As a present member of management, William R. Klesse is not an independent director
under the NYSE s listing standards.
The Board s Audit, Compensation, and Nominating/Governance Committees are composed entirely of directors who
meet the independence requirements of the NYSE listing standards. Each member of the Audit Committee also meets
the additional independence standards for Audit Committee members set forth in the regulations of the SEC.
Independence Determinations
Under the NYSE s listing standards, no director qualifies as independent unless the Board affirmatively determines
that he or she has no material relationship with Valero. Based upon information requested from and provided by each
director concerning their background, employment, and affiliations, including commercial, industrial, banking,
consulting, legal, accounting, charitable, and familial relationships, the Board has determined that, other than being a
director and/or stockholder of Valero, each of the independent directors named above has either no relationship with
Valero, either directly or as a partner, stockholder, or officer of an organization that has a relationship with Valero, or
has only immaterial relationships with Valero, and is independent under the NYSE s listing standards.
As provided for under the NYSE listing standards, the Board has adopted categorical standards or guidelines to assist
the Board in making its independence determinations with respect to each director. These standards are published in
Article I of Valero s Corporate Governance Guidelines and are available on our website at www.valero.com under the
Corporate Governance tab in the Investor Relations section. Under the NYSE listing standards, immaterial

relationships that fall within the guidelines are not required to be disclosed in this proxy statement.
A relationship falls within the guidelines adopted by the Board if it:

is not a relationship that would preclude a determination of independence under Section 303A.02(b) of the

NYSE Listed Company Manual;

consists of charitable contributions by Valero to an organization where a director is an executive officer and
does not exceed the greater of $1 million or 2% of the organization s gross revenue in any of the last three
years;

consists of charitable contributions to any organization with which a director, or any member of a director s
immediate family, is affiliated as an officer, director or trustee pursuant to a matching gift program of Valero
and made on terms applicable to employees and directors; or is in amounts that do not exceed $1 million per
year; and

is not required to be, and it is not otherwise, disclosed in this proxy statement.
3
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COMMITTEES OF THE BOARD
The Board has standing Audit, Compensation, Executive, Finance, and Nominating/Governance Committees. Each
committee has a written charter. The charters are available on our website at www.valero.com under the Corporate
Governance tabinthe Investor Relations section. The committees of the Board and the number of meetings held by
each committee in 2007 are described below.
Audit Committee
The Audit Committee reviews and reports to the Board on various auditing and accounting matters, including the
quality, objectivity, and performance of our internal and external accountants and auditors, the adequacy of our
financial controls, and the reliability of financial information reported to the public. Members of the Audit Committee
are Ruben M. Escobedo (Chairman), Ronald K. Calgaard, Irl F. Engelhardt, and Susan Kaufman Purcell. The Audit
Committee met eight times in 2007. The Report of the Audit Committee for Fiscal Year 2007 appears below
following the disclosures related to Proposal 2.
The Board has determined that Ruben M. Escobedo is an audit committee financial expert (as defined by the SEC),
and that he is independent as independence for audit committee members is defined in the NYSE Listing Standards.
For further information regarding Mr. Escobedo s experience, see Proposal No. 1 Election of Directors Information
Concerning Nominees and Other Directors.
Compensation Committee
The Compensation Committee reviews and reports to the Board on matters related to compensation strategies,
policies, and programs, including certain personnel policies and policy controls, management development,
management succession, and benefit programs. The Compensation Committee also approves and administers our
equity compensation plans and incentive bonus plan. The Compensation Committee s duties are described more fully
in the Compensation Discussion and Analysis section below. The Compensation Committee has, for administrative
convenience, delegated authority to Valero s Chief Executive Officer to make non-material amendments to Valero s
benefit plans and to make limited grants of stock options and restricted stock to new hires who are not executive
officers.
Members of the Compensation Committee are Bob Marbut (Chairman), W.E. Bill Bradford, Jerry D. Choate, and
Robert A. Profusek. The Compensation Committee met seven times in 2007. The Compensation Committee Report
for fiscal year 2007 appears below, immediately preceding Compensation Discussion and Analysis.

Compensation Committee Interlocks and Insider Participation
There are no compensation committee interlocks. None of the members of the Compensation Committee listed above
has served as an officer or employee of Valero or had any relationship requiring disclosure by Valero under Item 404
of the SEC s Regulation S-K, which addresses related party transactions.
Executive Committee
The Executive Committee exercises the power and authority of the Board during intervals between meetings of the
Board. With limited exceptions specified in Valero s bylaws and under Delaware law, actions taken by the Executive
Committee do not require Board ratification. Members of the Executive Committee are William R. Klesse
(Chairman), Jerry D. Choate, Irl F. Engelhardt, Ruben M. Escobedo, and Bob Marbut. The Executive Committee met
once in 2007.

4
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Finance Committee
The Finance Committee reviews and monitors the investment policies and performance of our Thrift Plan and pension
plans, insurance and risk management policies and programs, and finance matters and policies as needed. Members of
the Finance Committee are Irl F. Engelhardt (Chairman), Ruben M. Escobedo, Bob Marbut, Donald L. Nickles, and
Susan Kaufman Purcell. The Finance Committee met five times in 2007.
Nominating/Governance Committee
The Nominating/Governance Committee evaluates policies on the size and composition of the Board and criteria and
procedures for director nominations, and considers and recommends candidates for election to the Board. The
Committee also evaluates, recommends, and monitors corporate governance guidelines, policies and procedures,
including our codes of business conduct and ethics. Members of the Nominating/Governance Committee are Jerry D.
Choate (Chairman), W.E. Bill Bradford, Ronald K. Calgaard, Donald L. Nickles, and Robert A. Profusek. The
Committee met three times in 2007.
The Nominating/Governance Committee recommended W.E. Bill Bradford, Ronald K. Calgaard, and Irl F. Engelhardt
to the Board as the director nominees for election as Class II directors at the Annual Meeting. The Committee also
considered and recommended the appointment of a lead director to preside at meetings of the independent directors
without management (see Information Regarding the Board of Directors Lead Director and Meetings of
Non-Management Directors ), and recommended assignments for the committees of the Board. The full Board
approved the recommendations of the Nominating/Governance Committee and adopted resolutions approving the
slate of director nominees to stand for election at the Annual Meeting, the appointment of a lead director, and
assignments for the committees of the Board.

Selection of Director Nominees
The Nominating/Governance Committee solicits recommendations for potential Board candidates from a number of
sources including members of the Board, Valero s officers, individuals personally known to the members of the Board,
and third-party research. In addition, the Committee will consider candidates submitted by stockholders when
submitted in accordance with the procedures described in this proxy statement under the caption Miscellaneous
Stockholder Nominations and Proposals. The Committee will consider all candidates identified through the processes
described above and will evaluate each of them on the same basis. The level of consideration that the Committee will
extend to a stockholder s candidate will be commensurate with the quality and quantity of information about the
candidate that the nominating stockholder makes available to the Committee.

Evaluation of Director Candidates
The Nominating/Governance Committee is responsible for assessing the skills and characteristics that candidates for
election to the Board should possess, as well as the composition of the Board as a whole. The assessments include
qualifications under applicable independence standards and other standards applicable to the Board and its
committees, as well as consideration of skills and expertise in the context of the needs of the Board.

5
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Each candidate must meet certain minimum qualifications, including:
independence of thought and judgment;

the ability to dedicate sufficient time, energy and attention to the performance of her or his duties, taking into
consideration the nominee s service on other public company boards; and

skills and expertise complementary to those of the existing Board members; in this regard, the Board will
consider its need for operational, managerial, financial, governmental affairs, or other relevant expertise.
The Nominating/Governance Committee may also consider the ability of a prospective candidate to work with the
then-existing interpersonal dynamics of the Board and the candidate s ability to contribute to the collaborative culture
among Board members.
Based on this initial evaluation, the Committee will determine whether to interview the candidate, and if warranted,
will recommend that one or more of its members, other members of the Board, or senior management, as appropriate,
interview the candidate in person or by telephone. After completing this evaluation and interview process, the
Committee ultimately determines its list of nominees and submits the list to the full Board for consideration and
approval.
LEAD DIRECTOR AND MEETINGS OF NON-MANAGEMENT DIRECTORS
Following the recommendation of the Nominating/Governance Committee, the Board designated W.E. Bill Bradford
to serve as the Lead Director during 2008 for meetings of the non-management Board members outside the presence
of management. Non-management Board members regularly meet outside the presence of management.
PROPOSAL NO. 1
ELECTION OF DIRECTORS
(Item 1 on the Proxy Card)
Our Board is divided into three classes for purposes of election. Three Class II directors will be elected at the Annual
Meeting to serve a three-year term that will expire at the 2011 annual meeting of stockholders. Nominees for Class 11
directors are W.E. Bill Bradford, Ronald K. Calgaard and Irl F. Engelhardt. The persons named on the proxy card
intend to vote for the election of each of these nominees, unless you indicate on the proxy card that your vote should
be withheld from any or all of such nominees.
The Board recommends that stockholders vote  FOR ALL nominees.
In accordance with Valero s bylaws, each director to be elected under this Proposal No. 1 shall be elected by the vote
of the majority of the votes cast at the Annual Meeting if a quorum is present. For purposes of this election, a majority
of the votes cast shall mean that the number of shares voted for a director s election exceeds 50% of the number of
votes cast with respect to that director s election. With respect to each nominee, votes cast shall include votes to
withhold authority and shall exclude abstentions.
If any nominee is unavailable as a candidate at the time of the Annual Meeting, either the number of directors
constituting the full Board will be reduced to eliminate the resulting vacancy, or the persons named as proxies will use
their best judgment in voting for any available nominee. The Board has no reason to believe that any current nominee
will be unable to serve.
6
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INFORMATION CONCERNING NOMINEES AND OTHER DIRECTORS

The following table describes (a) each nominee for election as a director at the Annual Meeting, and (b) the other
members of the Board whose terms expire in 2009 and 2010. The information provided is based partly on data
furnished by the directors and partly on Valero s records. There is no family relationship among any of the executive
officers, directors or nominees for director of Valero.

Executive Officer Age as
or of Director
Class

Director Since (1) 12/31/07 (2)
Nominees
W.E. Bill Bradford, Director 2001 72 I
Ronald K. Calgaard, Director 1996 70 I
Irl F. Engelhardt, Director 2006 61 I
Other Directors
Ruben M. Escobedo, Director 1994 70 I
Bob Marbut, Director 2001 72 I
Robert A. Profusek, Director 2005 57 I
Jerry D. Choate, Director 1999 69 III
William R. Klesse, Chairman of the Board,
Chief Executive Officer, and President 2001 61 I
Donald L. Nickles, Director 2005 59 III
Susan Kaufman Purcell, Director 1994 65 III
Footnotes:

(1) Dates reported
include service
on the Board of
Directors of
Valero s former
parent company
prior to Valero s
separation from
that company in
1997.

(2) If elected, the
terms of office
of the Class II
directors will
expire at the
2011 Annual
Meeting. The
terms of office
of the Class I
directors will
expire at the
2010 Annual
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Meeting, and
the terms of
office of the
Class 111
directors will
expire at the
2009 Annual
Meeting.
Class II Nominees

Mr. Bradford is the retired Chairman of Halliburton Company, a services and construction company. Prior to its
1998 merger with Halliburton, he was Chairman and Chief Executive Officer of Dresser Industries, Inc., where he had
been employed in various capacities since 1963. Mr. Bradford served as a director of Ultramar Diamond Shamrock
Corporation ( UDS ) or its predecessors since 1992, and has served as a director of Valero since Valero s acquisition of
UDS in 2001.

Dr. Calgaard is Chairman of the Ray Ellison Grandchildren Trust in San Antonio, Texas. He was formerly
Chairman and Chief Executive Officer of Austin Calvert & Flavin Inc., a San Antonio-based investment management
firm, from 2000 to February 2006. Dr. Calgaard served as President of Trinity University, San Antonio, Texas, from
1979 until his retirement in 1999. He is also a director of The Trust Company, N.A. and served as its Chairman from
June 1999 until January 2000. Dr. Calgaard has served as a director of Valero or its former parent company since
1996.

Mr. Engelhardt is Chairman of the Board of Directors and Executive Advisor of Patriot Coal Corporation.

Mr. Engelhardt served as Chairman and Chief Executive Officer of Peabody Energy Corporation from 1990 to
December 2005 and its Chairman of the Board of Directors from 2006 to October 2007. He served as Co-Chief
Executive Officer of The Energy Group from 1997 to 1998, Chairman of Suburban Propane Company from 1995 to
1996, Chairman of Cornerstone Construction and

7
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Materials from 1994 to 1995 and Director and Group Vice President of Hanson Industries from 1995 to 1996.
Mr. Engelhardt is also a director of The Williams Companies, Inc., Chairman of The Federal Reserve Bank of St.
Louis, and General Manager of White Walnut Farms LLC. He has served as a director of Valero since 2006.
Other Directors

Mr. Choate retired from Allstate Corporation, an insurance company, at the end of 1998 where he had served as
Chairman of the Board and Chief Executive Officer since January 1, 1995. Mr. Choate also serves as a director of
Amgen, Inc. and Van Kampen Mutual Funds. He has served as a director of Valero since 1999.

Mr. Escobedo is a Certified Public Accountant. He owned and operated his public accounting firm, Ruben
Escobedo & Company, CPAs, in San Antonio, Texas since its formation in 1977 through 2007. Mr. Escobedo also
serves as a director of Cullen/Frost Bankers, Inc. He has served as a director of Valero or its former parent company
since 1994.

Mr. Klesse is Valero s Chairman of the Board, Chief Executive Officer, and President. He was elected Chairman of
the Board on January 18, 2007, and was elected President on January 17, 2008. He previously served as Valero s Chief
Executive Officer and Vice Chairman of the Board since the end of 2005. He served as Valero s Executive Vice
President and Chief Operating Officer from 2003 through 2005, and as Executive Vice President-Refining and
Commercial Operations since Valero s acquisition of UDS in 2001.

Mr. Marbut is Chairman and Co-Chief Executive Officer of Argyle Security, Inc., a provider of physical electronic
security solutions, a company he co-founded in 2005 as Argyle Security Acquisition Corporation. Also, since 2004, he
has served as Executive Chairman of Electronics Line 3000, Ltd, a provider of wireless security with remote
management solutions. He is a director of Tupperware Brands Corporation and Hearst-Argyle Television, Inc.

Mr. Marbut was previously founder and Chief Executive Officer of SecTecGLOBAL, Inc. (now a subsidiary of
Electronics Line 3000 Ltd) from 2002 through 2006. He served as a director of UDS since 1990, and has served as a
director of Valero since Valero s acquisition of UDS in 2001.

Senator Nickles retired in January 2005 as U.S. Senator from Oklahoma after serving in the U.S. Senate for
24 years. He had also served in the Oklahoma State Senate for two years. During his tenure as a U.S. Senator, he was
Assistant Republican Leader for six years, Chairman of the Republican Senatorial Committee, and Chairman of the
Republican Policy Committee. He served as Chairman of the Budget Committee, and as a member of the Finance and
Energy and Natural Resources Committees. In 2005, he formed and is the Chairman and Chief Executive Officer of
The Nickles Group, a Washington-based consulting and business venture firm. Senator Nickles also serves on the
Board of Directors of Chesapeake Energy Corporation; Fortress International Group, Inc.; and Washington Mutual
Investors Fund. He has served as a director of Valero since 2005.

Mr. Profusek is a partner of and heads the mergers and acquisitions department of the Jones Day law firm. His law
practice focuses on mergers, acquisitions, takeovers, restructurings, and corporate governance matters, including
compensation. Mr. Profusek is also a director of CTS Corporation. He has served as a director of Valero since 2005.

8
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Dr. Purcell is Director of the Center for Hemispheric Policy at the University of Miami. The Center examines
political, economic, financial, trade and security issues in Latin America, as well as U.S. Latin America relations.
Dr. Purcell previously served as Vice President of the Council of the Americas, a non-profit business organization of
Fortune 500 companies with investments in Latin America, and of the Americas Society, a non-profit educational
institution, both in New York City. Dr. Purcell has been a director of Valero or its former parent company since 1994.
For information regarding the nominees holdings of Common Stock, compensation, and other arrangements, see

Information Regarding the Board of Directors, = Beneficial Ownership of Valero Securities, = Compensation Discussion
and Analysis, Executive Compensation, and Certain Relationships and Related Transactions.
BENEFICIAL OWNERSHIP OF VALERO SECURITIES
SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS
The following table presents information regarding each person, or group of affiliated persons, we know to be a
beneficial owner of more than five percent of our Common Stock as of the record date. The information is based
solely upon reports filed by such persons with the SEC.

Amount and

Nature
of Beneficial
Percent of
Name and Address of Beneficial Owner Ownership Class (1)
FMR LLC 82,154,326(2) 15.44%

82 Devonshire Street
Boston, Massachusetts 02109

(1) The reported
percentages are
based on
532,138,180
shares of
Common Stock
outstanding on
the record date.

(2) FMR LLC filed
with the SEC an
amended
Schedule 13G
on February 14,
2008 reporting
that it or certain
of its affiliates
beneficially
owned in the
aggregate
82,154,326
shares, that it
had sole voting
power with
respect to

Table of Contents 17



4,654,834
shares and sole
dispositive
power with
respect to
82,154,326
shares.
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SECURITY OWNERSHIP OF MANAGEMENT AND DIRECTORS
The following table presents information as of February 1, 2008 regarding Common Stock beneficially owned (or

deemed to be owned) by each nominee for director, each current director, each executive officer named in the

Summary Compensation Table, and all current directors and executive officers of Valero as a group. No executive
officer, director, or nominee for director owns any class of equity securities of Valero other than Common Stock.
None of the shares listed below are pledged as security. The address for each person is One Valero Way, San Antonio,

Texas 78249.

Shares Held
Name of Beneficial Owner 1)
W.E. Bill Bradford 52,339
Ronald K. Calgaard 23,576
Jerry D. Choate 16,661
Michael S. Ciskowski 264,380
S. Eugene Edwards 36,149
Irl F. Engelhardt 5,186
Ruben M. Escobedo 23,309
Joseph W. Gorder 62,019
Gregory C. King 321,325
William R. Klesse 636,863
Bob Marbut 61,363
Richard J. Marcogliese 92,849
Donald L. Nickles 4,852
Robert A. Profusek 5,039
Susan Kaufman Purcell 9,225
Directors and executive officers as a group (15
persons) 1,615,135

*

(1)

Indicates that
the percentage
of beneficial
ownership of
the directors,
nominees, and
by all directors
and executive
officers as a
group does not
exceed 1% of
the class.

Includes shares
allocated under
the Thrift Plan
through
January 31,
2008 and shares

Table of Contents

Shares Under

Options (2)

49,000
13,000
57,000
54,240
0

3,334

0
24,418
168,750
766,896
82,184
225,670
11,000
7,667
37,000

1,500,159

Total Shares

101,339
36,576
73,661

318,620
36,149

8,520
23,309
86,437

490,075

1,403,759

143,547

318,519
15,852
12,706
46,225

3,115,294

Percent

of Class

*
*
*

0.06%
0.01%

0.02%
0.09%
0.26%

0.06%
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of restricted
stock. Restricted
stock may not
be disposed of
until vested.
This column
does not include
shares that
could be
acquired under
options, which
are reported in
the column
captioned
Shares Under
Options.

(2) Represents

shares of

Common Stock

that may be

acquired under

outstanding

stock options

currently

exercisable and

that are

exercisable

within 60 days

from

February 1,

2008. Shares

subject to

options may not

be voted unless

the options are

exercised.

Options that

may become

exercisable

within such

60-day period

only in the event

of a change of

control of

Valero are

excluded.
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
Section 16(a) of the Securities Exchange Act of 1934, as amended (the Exchange Act ), requires our executive officers,
directors, and greater than 10% stockholders to file with the SEC certain reports of ownership and changes in
ownership of our Common Stock. Based on a review of the copies of such forms received and written representations
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from certain reporting persons, we believe that during the year ended December 31, 2007, all Section 16(a) reports
applicable to our executive officers, directors and greater than 10% stockholders were timely filed, except for a
Form 5 for William R. Klesse, Chairman of the Board, Chief Executive Officer and President, involving a charitable
donation of 20,000 shares that was made in 2005 (the transaction was reported on a Form 5 filed in June 2007).

10
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The following Compensation Committee Report is not soliciting material, is not deemed filed with the SEC and is
not to be incorporated by reference into any of Valero s filings under the Securities Act of 1933, as amended (the
Securities Act ), or the Exchange Act, respectively, whether made before or after the date of this proxy statement
and irrespective of any general incorporation language therein.
COMPENSATION COMMITTEE REPORT
The Compensation Committee has reviewed and discussed the following Compensation Discussion and Analysis with
management. Based on the foregoing review and discussions and such other matters the Compensation Committee
deemed relevant and appropriate, the Committee recommended to the Board that the Compensation Discussion and
Analysis be included in this proxy statement.
Members of the Compensation Committee:
Bob Marbut, Chairman
W.E. Bill Bradford
Jerry D. Choate
Robert A. Profusek
COMPENSATION DISCUSSION AND ANALYSIS
OVERVIEW
Our philosophy for compensating our named executive officers (as defined below) is based on the belief that a
significant portion of executive compensation should be incentive-based and determined by both company and
individual performance. Our executive compensation programs are designed to accomplish the following long-term
objectives:
to produce long-term, positive results for our stockholders;

to build stockholder wealth while practicing good corporate governance;

to align executive incentive compensation with Valero s short- and long-term performance results, with discrete
measurements of such performance; and

to provide market-competitive compensation and benefits to enable us to recruit, retain, and motivate the

executive talent necessary to be successful.
Compensation for our named executive officers includes base salary, an annual incentive bonus opportunity, and
long-term, equity-based incentives. Our named executive officers also participate in benefit plans generally available
to our other employees.
Named Executive Officers. Throughout this proxy statement, in accordance with SEC rules, the individuals serving as
our principal executive officer (Chief Executive Officer) and our principal financial officer (Chief Financial Officer)
during the last completed fiscal year (i.e., William R. Klesse and Michael S. Ciskowski, respectively), our three other
most highly compensated executive officers who were serving as executive officers at the end of the last completed
fiscal year (i.e., Richard J. Marcogliese, Joseph W. Gorder, and S. Eugene Edwards), and one additional individual
who would have been one of our three most highly compensated executive officers but for the fact that he was not
serving as an executive officer on December 31, 2007 (i.e., Gregory C. King) are referred to collectively as the named
executive officers.

11
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ADMINISTRATION OF EXECUTIVE COMPENSATION PROGRAMS
Our executive compensation programs are administered by our Board s Compensation Committee. The Compensation
Committee is composed of four independent directors who are not participants in our executive compensation
programs. Policies adopted by the Compensation Committee are implemented by our compensation and benefits staff.
The Compensation Committee has retained Towers Perrin as an independent compensation consultant with respect to
executive compensation matters. In its role as an advisor to the Compensation Committee, Towers Perrin is retained
directly by the Committee, which has the authority to select, retain, and/or terminate its relationship with the
consulting firm in its sole discretion. The duties and responsibilities of the Compensation Committee are further
described in this proxy statement under the caption Information Regarding the Board of Directors Committees of the
Board Compensation Committee.
Selection of Comparator Group and Other Benchmarking Data
When determining executive compensation, the Compensation Committee relies on several sources of compensation
data in assessing benchmark rates of base salary, annual incentive compensation, and long-term compensation. The
Towers Perrin Compensation Data Bank (consisting of over 800 companies in both petroleum and general industry)
and the Compensation Comparator Group (further described below), a subset of the Towers Perrin Compensation
Data Bank, are used as references in benchmarking base salaries for our named executive officers. These are
sometimes referred to as compensation survey data or competitive survey data throughout this proxy statement.
Compensation Comparator Group
The Compensation Comparator Group consists of compensation information and analyses of Towers Perrin that
includes compensation practices and available data for the following 13 companies that significantly participate in the
domestic oil refining and marketing industry:

BP PLC Marathon Oil Corporation
Chevron Corporation Murphy Oil Corporation

CITGO Petroleum Corporation Occidental Petroleum Corporation
ConocoPhillips Shell Oil Company (USA)

Exxon Mobil Corporation Sunoco, Inc.

Hess Corporation Tesoro Corporation

Koch Industries, Inc.
The Compensation Comparator Group is also used as a reference in benchmarking annual incentive bonus targets and
long-term incentive targets for our named executive officers. Selection of the Compensation Comparator Group
reflects consideration of each company s relative revenues, asset base, employee population and capitalization, and the
scope of managerial responsibility and reporting relationships for the positions under consideration.
Peer Group
For other measurement purposes, we also use a Peer Group composed of the following 10 companies:

Chevron Corporation Marathon Oil Corporation
ConocoPhillips Murphy Oil Corporation
Exxon Mobil Corporation Occidental Petroleum Corporation
Frontier Oil Corporation Sunoco, Inc.
Hess Corporation Tesoro Corporation

12
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The Peer Group is used in measuring our return-on-investment metric for purposes of calculating annual incentive
bonuses. In addition, the Peer Group is used in determining the percentage of common shares that may be issued upon
the vesting of performance shares based upon our total stockholder return relative to the Peer Group. The Peer Group
also represents the group of companies that we use for purposes of the Performance Graph disclosed in Part II, Item 5
of our Form 10-K for the year ended December 31, 2007. The Peer Group is not used in benchmarking base salaries,
bonus targets, or long-term incentive targets.

Use of Benchmarking Data
Recommendations for base salary, bonuses, and other compensation arrangements are developed under the
supervision of the Compensation Committee by our compensation and benefits staff using the foregoing information
and analyses and with assistance from Towers Perrin. Use of the compensation survey data is consistent with our
philosophy of providing executive compensation and benefits that are competitive with those of companies competing
with us for executive talent. In addition, the use of competitive compensation survey data and analyses assists the
Compensation Committee in gauging our pay levels and targets relative to companies in our Compensation
Comparator Group, the domestic oil refining and marketing industry, and general industry.
In addition to benchmarking competitive pay levels to establish compensation levels and targets, we also consider the
relative importance of a particular management position in comparison to other management positions in the
organization. In this regard, when setting the compensation level and target for a particular position, we evaluate that
position s scope and nature of responsibilities, size of business unit, complexity of duties and responsibilities, as well
as that position s relationship to managerial authorities throughout the management ranks of Valero.
Process and Timing of Compensation Decisions
The Compensation Committee reviews and approves all compensation targets and payments for the named executive
officers. The Chief Executive Officer evaluates the performance of the other named executive officers and develops
individual recommendations based upon the competitive survey data. Both the Chief Executive Officer and the
Committee may make adjustments to the recommended compensation based upon an assessment of an individual s
performance and contributions to the Company. The compensation for the Chief Executive Officer is reviewed and
approved by the Compensation Committee and by the Board, based on the competitive survey data, and discretionary
adjustments may be made based upon their independent evaluation of the Chief Executive Officer s performance and
contributions. In addition, the charter of the Compensation Committee requires the independent directors of the Board
to review and approve all compensation for the Chief Executive Officer.
The Compensation Committee establishes the target levels of annual incentive and long-term incentive compensation
for the current fiscal year based upon its review of competitive market data provided by the Committee s consultant.
The Compensation Committee also reviews competitive market data for annual salary rates for executive officer
positions for the next fiscal year and recommends new salary rates to become effective the next fiscal year. The
Compensation Committee may, however, review salaries or grant long-term incentive awards at other times during the
year because of new appointments or promotions during the year.

13
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The following summarizes the approximate timing of some of our more significant compensation events:
First Quarter:
establish financial performance objectives for annual incentive bonus

determine annual incentive bonus for preceding fiscal year

review and certify financial performance for performance shares granted in prior years
Third Quarter:
establish target levels of annual incentive and long-term incentive compensation for executive officers for
the current fiscal year
Fourth Quarter:
consider base salaries for executive officers for next fiscal year

consider long-term incentive compensation awards for executive officers for current fiscal year
ELEMENTS OF EXECUTIVE COMPENSATION
General
Our executive compensation programs consist of the following material elements:
base salaries;

annual incentive bonuses;

long-term equity-based incentives, including:
performance shares;

stock options; and

restricted stock; and
medical and other insurance benefits, retirement benefits, and other perquisites.
We chose these elements in order to remain competitive in attracting and retaining executive talent and to provide
strong performance incentives that provide the potential for both current and long-term payouts. We use base salary as
the foundation for our executive compensation program. Base salary is designed to provide a fixed level of
competitive pay that reflects the executive officer s primary duties and responsibilities as well as a foundation upon
which incentive opportunities and benefit levels are established. Our annual incentive bonuses are designed to focus
our executive officers on Valero s attainment of key financial performance measures (i.e., return-on-investment,
earnings per share, and total stockholder return) to generate profitable annual operations and sustaining results. Our
long-term equity incentive awards are designed to tie the executive officer s financial reward opportunities with the
rewards to stockholders as measured by long-term stock price performance and payment of regular dividends, and
increasing our stockholders return-on-investment. Throughout this proxy statement, we use the term Total Direct
Compensation to refer to the sum of an executive officer s base salary, incentive bonus, and long-term incentive
awards for a particular fiscal year.
Our Compensation Committee s general philosophy for 2007 was to target base salary compensation for our named
executive officers at or near the 50th percentile of competitive survey data. Base salaries are benchmarked on the 50th
percentile of competitive survey data using regression analysis based on company size as measured by annual
revenues. In 2007, for base salaries, actual compensation for each of our named executive officers was lower than the
50th percentile benchmark. The 50th percentile has been established as a desired target for our executives base
salaries, and through the past several years the Company has been working toward that target. Significant changes in
the structure and size of Valero from 2000 to the present, including significant mergers in 2001 and 2005, have
resulted in changing landscapes of competitive
14
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compensation and benchmarks from year to year. In July 2007, the independent members of our Board initiated an
assessment of our Chief Executive Officer s salary and, in so doing, used the most recent salary data available at that
time (i.e., 2006 competitive survey data). Our Chief Executive Officer s base salary was set at $1,500,000 in July 2007,
which remained below the 50th percentile benchmark when measured against 2006 competitive survey data.
We established annual incentive bonus and long-term incentive target opportunities (expressed as a percentage of base
salary) for each executive position based upon the 65th percentile benchmark of the Compensation Comparator Group
for the annual incentive bonus, and the 50th percentile benchmark of the Compensation Comparator Group for
long-term incentives. In 2007, actual incentive bonuses were paid above the 65th percentile benchmark target. As
described under the caption Annual Incentive Bonus Company Financial Performance Objectives, Valero s
performance for 2007 resulted in a bonus payout of 200% of target. In 2007, actual long-term incentive awards either
matched or were within 0.5% of the 50th percentile target.
Relative Size of Major Compensation Elements
In setting executive compensation, the Compensation Committee considers the aggregate amount of compensation
payable to an executive officer and the form of the compensation. The Committee seeks to achieve an appropriate
balance between immediate cash rewards for the achievement of company and personal objectives and long-term
incentives that align the interests of our executive officers with those of our stockholders. The size of each element is
based on the assessment of competitive market practices as well as company and individual performance. The
Committee believes that making a significant portion of an executive officer s incentive compensation contingent on
long-term stock price performance more closely aligns the executive officer s interests with those of our stockholders.
An executive s compensation typically increases in relation to his or her responsibilities within Valero, with the level
of compensation for more senior executive officers being higher than that for less senior executive officers. For
example, the base salary and overall compensation for our President in 2007 was higher than that of the other named
executive officers (except for our Chief Executive Officer) because the Compensation Committee believed that this
compensation appropriately reflected the duties and scope of responsibility assigned to that position as compared to
the duties and responsibilities of the other officer positions. The determination of Mr. King s compensation in light of
these duties and responsibilities was otherwise commensurate with the determination process for other named
executive officers.
We evaluate the total compensation opportunity offered to each executive officer at least once annually and have
conducted compensation assessments on several occasions during the course of the year. In this regard, the
Compensation Committee analyzes total compensation from a market competitive perspective, and then evaluates
each component relative to its market reference. Because we place such a large amount of our total executive
compensation opportunity at risk in the form of variable pay (annual and long-term incentives), the Committee
generally does not adjust current compensation based upon realized gains or losses from prior incentive awards, prior
compensation, or current stock holdings. For example, we will not reduce the size of a target long-term incentive grant
in a particular year solely because Valero s stock price performed well during the immediately preceding years. The
Compensation Committee believes that any such adjustments would be sending an inappropriate signal to
management that current compensation may be penalized as a result of prior success.
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The following table summarizes the relative size of base salary and target incentive compensation for 2007 for each of
our named executive officers:

Percentage of Total Direct Compensation

Annual
Base Incentive Long-Term
Name Salary Bonus Incentives
William R. Klesse 14% 18% 68%
Michael S. Ciskowski 23% 18% 59%
Richard J. Marcogliese 16% 19% 65%
Joseph W. Gorder 23% 18% 59%
S. Eugene Edwards 23% 18% 59%
Gregory C. King 16% 19% 65%

Individual Performance and Personal Objectives
The Compensation Committee evaluates the individual performance and performance objectives for the Chief
Executive Officer and our other named executive officers. Compensation for our Chief Executive Officer is reviewed
and approved by the Compensation Committee and the Board s independent directors. For officers other than the Chief
Executive Officer, individual performance is evaluated by the Compensation Committee with the recommendations of
the Chief Executive Officer. Individual performance and objectives are specific to each officer position and may relate
to the following matters, among others:

personal growth and development;

acquisitions or divestitures; and

any other business priority.
Assessment of individual performance may include objective criteria, but it is largely subjective. Generally, we do not
use prescribed targets or other quantitative criteria  such as an executive s business unit achieving a certain percentage
of sales or growth to measure individual performance. Rather, we use specific quantitative metrics (e.g.,
return-on-investment, earnings per share, and total stockholder return) to calculate Valero s performance for purposes
of the annual incentive bonus. The criteria used to measure an individual s performance may include assessment of
objective criteria (e.g., execution of projects within budget parameters, improving an operating unit s profitability, or
timely completing an acquisition or divestiture) as well as more qualitative factors such as the executive officer s
ability to lead, ability to communicate, and successful adherence to Valero s stated core values (i.e., commitment to
environment and safety, acting with integrity, showing work commitment, communicating effectively, and respecting
others). There are no specific weights assigned to these various elements of individual performance.
This evaluation is used to supplement our objective compensation criteria and adjustments to an executive officer s
recommended compensation may be made as a result. For example, if an officer s indicated bonus were calculated to
be $200,000, the individual performance evaluation by the Chief Executive Officer might result in a reduction of that
officer s bonus to $180,000 or an increase to $220,000.

Base Salaries
Base salaries for each executive officer position are determined using data from the Towers Perrin Compensation Data

Bank and the Compensation Comparator Group for positions with similar duties and levels of responsibility. Base
salaries are reviewed annually and may be adjusted to reflect promotions, the assignment of additional responsibilities,
individual performance or the performance of Valero. Salaries are also periodically adjusted to remain competitive

with entities within the compensation survey data.
16
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In 2007, the base salaries of our named executive officers were adjusted to the following levels:

Base Salary Base Salary

Name 12/31/2006 12/31/2007

William R. Klesse $ 900,000 $ 1,500,000
Michael S. Ciskowski $ 465,000 $ 580,000
Richard J. Marcogliese $ 415,000 $ 555,000
Joseph W. Gorder $ 330,000 $ 423,000
S. Eugene Edwards $ 370,000 $ 410,000
Gregory C. King $ 707,000 $ 905,000

The base salaries for our Chief Executive Officer and other executive officers are approved by the Compensation
Committee taking into consideration compensation survey data. In addition, the Compensation Committee considers
the recommendations of the Chief Executive Officer with regard to officers other than the Chief Executive Officer.
The base salary and all other compensation of the Chief Executive Officer is reviewed and approved by the
independent directors of the Board.
The base salaries of our named executive officers were increased for fiscal year 2007 to remain competitive in our
market. Effective January 1, 2008, the annual base salaries of Richard J. Marcogliese, Michael S. Ciskowski, and
Joseph W. Gorder were increased to $855,000, $700,000, and $445,000, respectively, in recognition of competitive
survey data, promotions, and/or the assumption of additional duties and responsibilities.
Annual Incentive Bonus
Our named executive officers can earn annual incentive bonuses based on the following three factors:
the position of the named executive officer, which is used to determine a targeted percentage of annual base
salary that may be awarded as incentive bonus based on the Compensation Comparator Group at the 65th
percentile benchmark, with the targets ranging from a low of 75% of base salary to 130% of base salary for our
Chief Executive Officer;

Valero s realization of quantitative financial performance goals for the year, which are approved by the
Compensation Committee during the first quarter of the year; and

a qualitative evaluation of the individual s performance.
The following table shows the percentage of each named executive officer s annual base salary that represents his
annual bonus target for the fiscal year ended December 31, 2007, before discretionary adjustments, as discussed
below:

Annual Incentive Bonus

Target
as a Percentage of Base

Name Salary
William R. Klesse 130%
Michael S. Ciskowski 75%
Richard J. Marcogliese 120%
Joseph W. Gorder 75%
S. Eugene Edwards 75%
Gregory C. King 120%

Company Financial Performance Objectives
The dollar amount of a named executive officer s annual incentive bonus is determined by first multiplying the
executive officer s bonus target percentage by his base salary (e.g., for Mr. Klesse, 130% times $1,500,000 results in
an annual incentive bonus target of $1,950,000). Then, the performance of Valero for
17

Table of Contents 29



Edgar Filing: VALERO ENERGY CORP/TX - Form DEF 14A

Table of Contents

30



Edgar Filing: VALERO ENERGY CORP/TX - Form DEF 14A

Table of Contents

the applicable year is assessed using the following quantitative performance metrics, which are measured against

target levels for each as pre-established by the Compensation Committee:
Valero s earnings per share, or EPS, compared to the target, threshold, and maximum EPS performance levels
approved at the start of the plan year by the Compensation Committee;

Valero s total stockholder return, or TSR, compared to the target, threshold, and maximum TSR performance
levels approved at the start of the plan year by the Compensation Committee (TSR measures the growth in the
daily average closing price per share of our Common Stock during the month of November, including the
reinvestment of dividends, compared with the daily average closing price of our Common Stock during the
corresponding period in the prior year); and

Valero s return-on-investment, or ROI, compared to the target, threshold, and maximum ROI performance

levels, approved at the start of the plan year by the Compensation Committee, for our Peer Group for the

12-month period ended September 30, 2007.
The sum of the three calculations (each metric is weighted equally as one-third of the total) yields a total performance
score that is then applied to the executive officer s bonus target to determine his annual incentive bonus award for the
year. The performance score can range from 0% of target to as high as 200% of the target. (To continue the foregoing
example, if Valero s performance yielded a 140% performance score, then Mr. Klesse s annual incentive target of
$1,950,000 would be multiplied by 140% to yield an actual annual incentive bonus of $2,730,000.) In addition, under
the bonus plan the Compensation Committee can adjust the total performance score by 0% to as much as 25% in
either a positive or negative direction based upon its judgment of Valero s and an executive officer s performance
during the year. In any year, the Committee retains the authority ultimately to determine whether any annual incentive
award will be paid to an executive officer for his or her performance.
We believe that these financial performance metrics appropriately reflect our business planning process and corporate
financial theory regarding financial performance measurement. We believe that annual incentive bonus plans should
measure both the quantity of earnings as well as the quality of earnings, while maintaining an appropriate focus on
increasing returns to stockholders. The quantity of earnings is typically measured by some amount of earnings
performance, such as earnings per share or net income from operations. The quality of earnings is typically measured
by some determination of return-on-investment, such as return-on-investment or return on capital employed, allowing
consideration of management s ability to generate a reasonable rate of return on the capital investment in the business.
Our current incentive bonus plan considers these financial principles in its overall design.
For the EPS and TSR performance measures, the target percentage of base salary is subject to adjustment, upward or
downward, based upon whether our EPS and TSR exceed or fall short of the target EPS and TSR, respectively. For the
ROI financial performance measure, the target percentage of base salary is subject to adjustment, upward or
downward, depending upon whether our ROI exceeds, or falls short of, the ROI 50th percentile ranking for our Peer
Group.
For the 2007 annual incentive bonus program, the Compensation Committee established the following company
performance metrics as the target metrics: EPS of $5.79, TSR of 7.50%, and ROI at the 50th percentile of our Peer
Group ranking. For 2007, our performance was above the maximum payout levels for EPS and TSR, and ROI was at
approximately the 79th percentile of our Peer Group ranking. Accordingly, the three financial metrics generated a
bonus performance score of 190.77% of the target bonus amounts.
Considering Valero s accomplishments during 2007, which included a quarterly dividend increase of 50% to $0.12 per
common share, an increase in Valero s share repurchase program from $2 billion to approximately $6 billion, the
successful completion of the sale of our Lima Refinery, and Valero s achievements in safety,
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the Compensation Committee used its discretion to adjust the bonus performance score upward by a factor of 4.84%
to 200%. As requested by Mr. Klesse, the Board determined that the bonus of the Chief Executive Officer would be
paid at the company performance score of 190.77% rather than the discretionary adjusted amount of 200%.

The following table provides a summary of how the 2007 annual incentive bonus amounts paid to our named

executive officers were calculated:

Klesse Ciskowski
Base salary (1) $1,500,000 $580,000
Bonus target
percentage (2) 130% 75%
Bonus target
amount $ (3) $1,950,000 $435,000
Bonus performance
score (4) 19