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DEAR SHAREHOLDERS

Over the past two years, we've successfully transitioned Pioneer’s
asset portfolio to support a lower-risk strategy focused on
delivering solid, consistent results, primarily driven by onshore
U.S. core area expansion and other discovered resource
development. This transformation was primarily the result of
our divestment of relatively short-lived assets in the deepwater
Gulf of Mexico, Argentina and Canada, with the proceeds being
reinvested in our core growth areas and share repurchases. While
we believe these actions were in the best long-term interests of
shareholders, in the short term they had the effect of reducing
cash flow per share, a key metric in the valuation of exploration
and production companies. We believe that this is the principal
reason for our stock price underperformance versus our peer

group last year.

Our change in strategy is starting to deliver tangible results,
which we expect to have a positive impact on our future stock
price performance. During 2007, we reported strong earnings,
steady quarter-to-quarter production growth and competitive
all-in finding and development costs. Pioneer’s 2007 net income
was $373 million, or $3.06 per diluted share, and reflected a 61%
year-over-year increase in income from continuing operations
to $242 million. Cash flow from operating activities for the year

was $775 million.

Excluding production from Pioneer’s Canadian assets, which
were divested during the year, we produced 35.5 million barrels
oil equivalent (MMBOE) during 2007. Production per share
rose 14% in 2007 compared to 2006 and was enhanced by our
repurchase of approximately five million common shares during

the year.

Pioneer replaced 357% of its production, adding 148 MMBOE
of proved reserves in 2007 at an average all-in finding and
development cost of $15.40 per barrel oil equivalent. We ended
the year with net proved reserves of 964 MMBOE.

Since 2005, when Pioneer
announced and began executing
its new strategic initiatives,
the Company has delivered 16%
compound annual growth in oil
and gas production per share.

These strong operating results were primarily achieved through

successful drilling programs and attractive core area acquisitions.
Production from our core onshore producing assets — the
West Texas Spraberry field, the Raton Basin in the Rockies, the
Edwards Trend in South Texas and Tunisia — rose 18% through
the year from prior year-end levels. We closed attractive bolt-on
acquisitions in the Spraberry, Raton and Barnett Shale fields,
adding more than 1,000 drilling locations.

In the Spraberry oil field, Pioneer increased production by 13%
in 2007, drilling approximately 350 wells. We continue to have
success drilling into the deeper Wolfcamp zone, which typically
adds approximately 20% to the reserves and production of a
Spraberry-only well. Pioneer is also pursuing opportunities

to capture significant additional Spraberry resource potential,
including 20-acre infill drilling, advances in horizontal drilling
technology and secondary recovery. A similar drilling program
is planned for 2008 with expected production growth of
approximately 15%.

Pioneer completed approximately 300 coal bed methane wells in
the Raton Basin during 2007, benefiting from improved drilling
and completion efficiencies, and increased 2007 production by
10%. We expect to complete 175 wells during 2008 and again

increase our Raton Basin production by approximately 10%.

We are particularly encouraged with our results in the Edwards
Trend in South Texas, where we drilled 34 wells and increased
production by 38% during 2007. Based on nine new field
discoveries to date, we are gaining confidence that the resource
potential of the trend may be much larger than previously
estimated. Our 2008 drilling program is similar to the 2007
program and is expected to deliver production growth of more
than 25%.

Pioneer entered the Barnett Shale during 2007 and built a land

position of approximately 80,000 gross acres with more than




450 drilling locations. We plan to drill approximately 20 wells in
2008 and expand the drilling program in 2009 with significant

production growth expected over the next three to four years.

In Tunisia, Pioneer’s production grew 65% in 2007 and 1s expected
to grow 80% to 90% in 2008. Nine new field discoveries were
drilled in 2007, and we initiated production from our operated
Jenein Nord block during the fourth quarter. Jenein Nord oil
production will gradually increase during 2008 as wells are tied in
and gross facility capacity is expanded. We plan to drill 15 to 17
wells in Tunisia during 2008.

Offshore South Africa, gas and condensate production from the
South Coast Gas project was initiated, and strong oil prices led us
to extend the productive life of the Sable oil project. Since Sable
gas is a large component of the South Coast Gas project, facility
modifications are being planned to allow for the simultaneous

production of Sable oil and gas.

The construction of facilities for the Oooguruk oil field on the
North Slope of Alaska was essentially completed during 2007 and
development drilling has begun. We expect to drill 13 to 15 wells
in 2008 and initiate production during the first half of the year.
On the Cosmopolitan project, oftshore Alaska’s Kenai Peninsula,
Pioneer has completed the drilling and testing of a horizontal
appraisal well from an onshore pad. To determine the potential for
future development of the project, we plan to begin permitting
activities and continue facilities planning during 2008 and to drill

another appraisal well in 2009.

When we announced our refocused strategy in 2005, we stated
that we expected to achieve compounded annual production
growth in excess of 10% over the following five years. Since then,
we have successfully implemented our asset restructuring program
and delivered 16% compound annual growth in production per

share. Over the next four years, through 2011, we expect 12%

compound average annual production growth with additional

Over the next four years, Pioneer
expects that its strong production
growth and expiring oil and gas
hedges will support compound
average growth in annual cash
flow of more than 20%.

upside from share repurchases or
continued success in expanding

our resource plays.

This strong production growth,
combined with the expiration of
legacy oil and gas hedges, forms

the basis for our expectation of

greater than 20% compound
average growth in annual cash flow
over the next four years. We also expect our cash flow to meet or
exceed the capital requirements of our drilling and development
programs during that timeframe. By 2009, return on capital
employed is expected to double from 2007 levels, reaching 14%
to 16%, and income from continuing operations is expected to
double in 2008 and triple in 2009, compared to 2007.

With all our efforts to reposition Pioneer’s assets over the past
few years, one asset has remained constant — our employees.
The people of Pioneer have always been, and will always be,
our greatest strength. We appreciate their commitment to the
Company’s success and to protecting the environment and
the safety of others. We are humbled by the time and financial
resources they give in partnership with Pioneer to support the

communities within our areas of operation.

2006 and 2007 were pivotal years for Pioneer. As we continue
to execute our strategy in 2008, we believe that the market will
reward our perseverance with an improved stock valuation.

As always, we appreciate your support.

s p Jhfal)

Scott D. Sheffield
Chairman and CEO




PIONEER NATURAL RESOURCES

Pioneer Natural Resources is a large independent exploration
and production company focused on delivering competitive
and sustainable results. Pioneer responsibly produces oil

and gas resources to help meet the world’s energy demands

as it provides opportunities for growth and enrichment to
employees, business partners and the communities in which

the Company operates.

PROVED RESERVES

12/31/07

* 964 million barrels oil equivalent
* 97% in the U.S.

* Balanced between oil and gas

* Long-lived with a reserves-to-production
ratio of approximately 23 years

With a long-lived foundation of onshore U.S. properties
providing stability and steady growth, Pioneer is pursuing
several emerging resource plays in the Lower 48 and exciting
low-risk exploration and development opportunities in Tunisia.
New oil and gas production from larger-scale development and
production projects in Alaska and South Africa will be phased

in over the next several years with significant impact to growth.

AREAS OF OPERATION

1) North Slope
2) Cook Inlet

3) Rockies
4) Mid-Continent

5) Permian
6) Barnett Shale

7) South Texas
8) Tunisia

9) South Africa

Pioneer Natural Resources Company
5205 N. O’Connor Blvd., Suite 200
Irving, TX 75039
(972) 444-9001
NYSE: PXD
www.pxd.com

FORWARD-LOOKING STATEMENTS: Except for historical information contained herein, the statements in this document are forward-looking statements that are made pursuant to the Safe Harbor Provisions of the
Private Securities Litigation Reform Act of 1995. Forward-looking statements and the business prospects of Pioneer Natural Resources Company are subject to a number of risks and uncertainties that may cause
Pioneer’s actual results in future periods to differ materially from the forward-looking statements. These risks and uncertainties are described in Items 1, 1A and 7A and on page 3 of Pioneer's Form 10-K included

with this report.
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

The following table is a reconciliation of the basic income from continuing operations to diluted income from
continuing operations for the years ended December 31, 2007, 2006 and 2005:

Year Ended December 31,
2007 2006 2005
(in thousands)

Basic income from continuing Operations.............ccceceevrverervenennns $ 241,979 $ 150,217 ' $ 184,305
Interest expense on convertible notes, net of taX...........ccceeveeneene. — 1,903 3,207
Diluted income from continuing operations.............c..coevevevennnnn $ 241,979 $ 152,120 $ 187,512

The following table is a reconciliation of the basic weighted average common shares outstanding to diluted
weighted average common shares outstanding for the years ended December 31, 2007, 2006 and 2005:

Year Ended December 31,
2007 2006 2005
(in thousands)

Weighted average common shares outstanding (a):

BASIC . 120,158 124,359 137,110
Dilutive common Stock OPtiONS ......cc.eveeruerieiienieieiieieneetereeese e 433 747 1,136
Restricted StOCK aWardS..........oooviiiieiiiiieieeecee e 1,045 989 844
Contingently issuable - performance shares (b) .........cccceeeeevenienencniienennen. 23 — —
Convertible notes dilution (C).......ccverveeverieerieniinienieeierieeeese e ee e — 1,513 2,327
DIIULEA ..o e 121,659 127,608 141,417

(a) In 2007, the Board authorized share repurchases of up to $750 million of the Company's common stock. Through
December 31, 2007, the Company had repurchased $212.8 million of common stock under this 2007 authorized
program. During 2005, the Board approved a share repurchase program authorizing the purchase of up to $1 billion
of the Company's common stock, $640.7 million of which was completed in 2005 and $345.3 million of which was
completed in 2006.

(b) During 2007, a target amount of 145,820 performance units were awarded of which amount 2,677 performance units
have since been forfeited and canceled, 817 units have been earned and 142,326 remain outstanding. At December
31, 2007, based on the performance criteria met, the Company included 22,880 of performance units in weighted
average shares outstanding for the year ended December 31, 2007.

(¢)  During 2006, holders of the $100 million of 4 3/4% Senior Convertible Notes exercised their conversion rights.
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

NOTE R. Geographic Operating Segment Information

The Company has operations in only one industry segment, that being the oil and gas exploration and
production industry; however, the Company is organizationally structured along geographic operating segments or
regions. The Company has reportable continuing operations in the United States, South Africa, Tunisia and Other.
Other is primarily comprised of operations in Equatorial Guinea and Nigeria.

During 2007, the Company sold its Canadian assets having a carrying value of $424.4 million. During 2006,
the Company sold certain oil and gas properties in the deepwater Gulf of Mexico and all of its Argentine assets,
which had carrying values of $430.6 million and $658.7 million, respectively, on their dates of sale. During 2005,
the Company sold certain Canadian and United States oil and gas properties having carrying values of $58.9 million
and $31.4 million, respectively, on their dates of sale. The results of operations of those properties have been
reclassified as discontinued operations in accordance with SFAS 144 and, aside from costs incurred for oil and gas
activities, are excluded from the geographic operating segment information provided below. See Note V for
information regarding the Company's discontinued operations.

The following tables provide the Company's geographic operating segment data required by SFAS No. 131,
"Disclosure about Segments of an Enterprise and Related Information," as well as results of operations of oil and
gas producing activities required by SFAS No. 69, "Disclosures about Oil and Gas Producing Activities" as of and
for the years ended December 31, 2007, 2006 and 2005. Geographic operating segment income tax benefits
(provisions) have been determined based on statutory rates existing in the various tax jurisdictions where the
Company has oil and gas producing activities. The "Headquarters" table column includes income and expenses that
are not routinely included in the earnings measures internally reported to management on a geographic operating
segment basis.
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Year ended December 31, 2007:
Revenues and other income:
Oil and gas .....ccceoeeeveneeeeceee
Interest and other............c..cceeeuveenen.
Gain (loss) on disposition of assets,

Costs and expenses:
Oil and gas production...........c.c........

Depletion, depreciation and
amortization .........c.ccceeeveeeuennenn

Impairment of long-lived assets.........
Exploration and abandonments.........
General and administrative ...............

Accretion of discount on asset
retirement obligations................

Interest ......oooevvveeeeeieeiieeeeeeeee,

Income (loss) from continuing
operations before income taxes.....

Income tax benefit (provision)..............

Income (loss) from continuing
OPETALIONS....venvreereniererenrenreereeenenas

Year ended December 31, 2006:
Revenues and other income:
Oil and gas ......cooeeereneeeeec
Interest and other

Loss on disposition of assets, net......

Costs and expenses:
Oil and gas production.........c..c.c.....

Depletion, depreciation and
amOTItization ..........cceeeeveevruenennen

Exploration and abandonments..........
General and administrative ...............

Accretion of discount on asset
retirement obligations................

Interest ....oovveeveiiiiiiiecee e

Income (loss) from continuing
operations before income taxes ....

Income tax benefit (provision)..............

Income (loss) from continuing
OPETAtIONS ...

December 31, 2007, 2006 and 2005

United South Consolidated
States Africa Tunisia Other Headquarters Total
(in thousands)
$ 1,552,780 $ 81,730 § 106,341 § — — $ 1,740,851
— — — — 94,661 94,661
844 — — — (3,007) (2,163)
1,553,624 81,730 106,341 — 91,654 1,833,349
386,914 25,820 8,004 — — 420,738
337,024 13,901 7,804 — 28,668 387,397
5,687 — — 20,528 — 26,215
231,638 276 16,743 30,672 — 279,329
— — — — 129,587 129,587
— — — — 7,028 7,028
— — — — 135,270 135,270
61,309 — — — — 61,309
— — — — 31,852 31,852
1,022,572 39,997 32,551 51,200 332,405 1,478,725
531,052 41,733 73,790 (51,200) (240,751) 354,624
(196,489) (12,103) (45,545) — 141,492 (112,645)
$§ 334563 § 29,630 § 28,245 §  (51,200) $ (99,259) $ 241,979
$ 1,302,029 $ 99,309 $§ 57,602 § — — $ 1,458,940
— — — — 48,390 48,390
(451) — — — (6,008) (6,459)
1,301,578 99,309 57,602 — 42,382 1,500,871
324,049 21,795 3,222 — — 349,066
276,921 9,455 4,007 — 23,698 314,081
172,859 7,516 14,616 55,205 — 250,196
— — — — 116,595 116,595
— — — — 3,726 3,726
— — — — 107,050 107,050
32,000 — — — — 32,000
— — — — 36,919 36,919
805,829 38,766 21,845 55,205 287,988 1,209,633
495,749 60,543 35,757 (55,205) (245,606) 291,238
(183,427) (17,557) (22,450) — 82,413 (141,021)
$§ 312322 § 42,986 $ 13,307 § (55,205) $ (163,193) $ 150,217
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

Year ended December 31, 2005:
Revenues and other income:
Oil and gas ......ccccevevieninieiinieeee
Interest and other..........cccceevevvenennene
Gain on disposition of assets, net......

Costs and expenses:
Oil and gas production.............c........

Depletion, depreciation and
amortization .........c.coceeeeveeenenne.

Impairment of long-lived assets.........
Exploration and abandonments.........
General and administrative ...............

Accretion of discount on asset
retirement obligation.................

Interest ....oocveveeeiiieiieecee e

Income (loss) from continuing
operations before income taxes ....

Income tax benefit (provision)..............

Income (loss) from continuing
OPETAtIONS ...

Segment Assets:

United South Consolidated
States Africa Tunisia Other Headquarters Total
(in thousands)

$ 1,144,163 $ 127,470 § 67,250 § — 3 — 3 1,338,883
— — — — 26,460 26,460
12,114 — — 47,532 417 60,063
1,156,277 127,470 67,250 47,532 26,877 1,425,406
277,297 28,354 4,063 — — 309,714
219,045 24,494 4,758 — 19,460 267,757
— — — 644 — 644
97,126 1,211 10,898 44,544 — 153,779
— — — — 110,104 110,104

— — — — 3,349 3,349

— — — — 125,987 125,987
39,813 — — — — 39,813
— — — — 80,723 80,723
633,281 54,059 19,719 45,188 339,623 1,091,870
522,996 73,411 47,531 2,344 (312,746) 333,536
(190,894) (21,289) (32,422) — 95,374 (149,231)
§ 332,102 § 52,122 § 15,109 § 2,344 § (217,372) $ 184,305

December 31,
2007 2006 2005

UNIEEA STALES ....evvieeeieee et eeree e e
CANAAA ... e ettt e
ATZENTING ..ttt ettt ettt st sbe et b saeene

South Africa

TUIISIA ©.eevie ettt ettt e e et et e e e eaa e e e eae e e eeareeeenaeens
WESE ATTICA ..veiviiiiieieeee ettt
HEAdqUATTETS ...

Total consolidated @SSELS.........ccvveievuiieiieieeeieee et

NOTE S. Impairment of Long-Lived Assets

$ 7,932,366
8,076

294,491
216,221

2,360

163,467

(in thousands)

$ 6395046 $ 5,899,637

547,012 363,773
2,444 735,191
176,789 64,071
72,142 59,125
41,238 47,288
120,728 160,149

$ 8,616,981

$ 7355399 $ 7,329,234

The Company reviews its long-lived assets to be held and used, including oil and gas properties, whenever
events or circumstances indicate that the carrying value of those assets may not be recoverable. During the years
ended December 31, 2007 and 2005, the Company recognized aggregate impairment charges of $26.2 million and

$644 thousand, respectively.

Nigerian impairment. In June 2007, the Company entered into an agreement to divest its interest in a
subsidiary (owned 59 percent by the Company, the "Nigeria Subsidiary") that held an interest in the deepwater
Nigerian Block 320. The agreement was subject to governmental approval. The governmental approval was not
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

obtained by the deadline and as a result, Pioneer terminated the agreement. Based on the terms of the agreement,
which established the Company's estimate of fair value, the Company recorded a $12.2 million noncash impairment
charge in the second quarter of 2007 to reduce the net basis to the estimated fair value. Also, as a result of due
diligence efforts that emerged as part of the Company's compliance efforts, and with assistance from outside
counsel, the Company determined that it could not, consistent with its legal obligations, fund or approve future
operations in connection with Block 320. As a result, during the third quarter of 2007 the Company engaged in a
process to withdraw from the production sharing contract relating to Block 320 and related agreements. As a part of
this process, the Company disposed of its shares in the Nigeria Subsidiary to an unaffiliated third party and
associated therewith, the Company recorded a reduction of $2.0 million to the previous noncash impairment charge.
As a result, the Company no longer owns any interest in the Nigeria Subsidiary or Block 320 and will not fund or
participate in any future operations in connection with Block 320.

Equatorial Guinea impairment. During the fourth quarter of 2007, the Company recorded a noncash charge
of $10.3 million to write off the Company's remaining basis in Block H in Equatorial Guinea. The charge was
recorded in connection with the ongoing arbitration among the parties participating in the Block H prospect. See
Note I for additional information regarding the Block H arbitration.

United States impairment. During the second quarter of 2007, the Company recorded a $5.7 million
noncash impairment provision to reduce the carrying values of certain proved oil and gas properties located in
Louisiana. The impairment provision was determined in accordance with SFAS 144, and reduced the carrying
values of the assets to their estimated fair value.

Gabon impairment. During 2005, the Company recognized noncash impairment charges of $644 thousand
to reduce the carrying value of its Gabonese Olowi field assets as development of the discovery was canceled.

Piceance/Uinta Basins. During 2007, events and circumstances indicated that approximately $130.9 million
of net assets in the Company's Piceance/Uinta area may have been partially impaired. However, the Company's
estimate of undiscounted cash flows indicated that such carrying amounts were expected to be recovered.
Nonetheless, it is reasonably possible that the estimate of undiscounted cash flows may change in the future
resulting in the need to write down those assets to fair value.

NOTE T. Volumetric Production Payments

During 2005, the Company sold 27.8 MMBOE of proved reserves by means of three VPP agreements for net
proceeds of $892.6 million, including the assignment of the Company's obligations under certain derivative hedge
agreements. Proceeds from the VPPs were initially used to reduce outstanding indebtedness. The first VPP sold 58
Bef of gas volumes over an expected five-year term that began in February 2005. The second VPP sold 10.8
million barrels ("MMBDIs") of oil volumes over an expected seven-year term that began in January 2006. The third
VPP sold 6.0 Bef of gas volumes over an expected 32-month term that began in May 2005 and 6.2 MMBbls of oil
volumes over an expected five-year term that began in January 2006.

The Company's VPPs represent limited-term overriding royalty interests in oil and gas reserves that: (i)
entitle the purchaser to receive production volumes over a period of time from specific lease interests; (ii) are free
and clear of all associated future production costs and capital expenditures; (iii) are nonrecourse to the Company
(i.e., the purchaser's only recourse is to the reserves acquired); (iv) transfer title to the purchaser; and (v) allow the
Company to retain the remaining reserves after the VPPs volumetric quantities have been delivered.

Under SFAS No. 19, "Financial Accounting and Reporting by Oil and Gas Producing Companies," a VPP is
considered a sale of proved reserves. As a result, the Company (i) removed the proved reserves associated with the
VPPs; (ii) recognized the VPP proceeds as deferred revenue which are being amortized on a unit-of-production
basis to oil and gas revenues over the terms of the VPPs; (iii) retained responsibility for 100 percent of the
production costs and capital costs related to VPP interests; and (iv) no longer recognizes production associated with
the VPP volumes.
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

The following table provides information about the deferred revenue carrying values of the Company's
VPPs:

Gas Qil Total
(in thousands)

Deferred revenue at December 31, 2006...............cue...... $ 175,088 $ 489,423  $ 664,511
Less: 2007 amortization ...........ceeeverveeveeseesieneeeenseecsesseens (71,575) (109,656) (181,231)
Deferred revenue at December 31, 2007.......c.ccoeveeveenenne. $ 103,513  $ 379,767 $ 483,280

The above deferred revenue amounts will be recognized in oil and gas revenues in the Consolidated
Statements of Operations as noted below, assuming the related VPP production volumes are delivered as scheduled
(in thousands):

2008 ..o eeee e e ee e e e $ 158,138
2009w eveeeeeee e e e e e s eee e ee e e eeeeee e 147,906
90,215
44,951
42,070
$ 483,280

NOTE U. Insurance Claims

Fain Plant. During May 2005, the Company sustained damages as a result of a fire at its Fain gas plant in
the West Panhandle field. The damages interrupted production from mid-May through mid-July of 2005. The
Company maintained business interruption and physical damage insurance coverage for such circumstances. The
Company recognized a total of $17.9 million in business interruption recoveries and $4.4 million in physical
damage recoveries associated with the Fain gas plant fire. The Company recognized $14.2 million of the business
interruption recoveries in 2005 and the remaining $3.7 million in 2006, which is included in other income in the
accompanying Consolidated Statements of Operations.

Hurricanes Katrina and Rita. During August and September 2005, the Company sustained damages as a
result of Hurricanes Katrina and Rita at various facilities in the Gulf of Mexico. Other than the East Cameron
facility discussed further below, the damages to the facilities were covered by physical damage insurance.

The Company filed a business interruption claim with its insurance provider related to its Devils Tower field
resulting from its inability to sell production as a result of damages to third-party facilities. During 2006, the
Company settled its business interruption claim with its insurance provider for $18.5 million, which is included in
income from discontinued operations in the accompanying Consolidated Statements of Operations.

As a result of Hurricane Rita, the Company's East Cameron facility, located in the Gulf of Mexico shelf, was
destroyed. The Company currently estimates that it will cost approximately $185 million to reclaim and abandon
the East Cameron facility. The operations to reclaim and abandon the East Cameron facilities began in January
2007. The estimate to reclaim and abandon the East Cameron facility is based upon an analysis prepared by a third
party engineering firm for a majority of the work, an estimate by the Company for the remaining work that was not
covered by the third-party analysis and actual abandonment activity to date. During 2007, 2006 and 2005, the
Company recorded additional abandonment obligation charges for changes in estimates of $66.0 million, $75.0
million and $39.8 million, respectively, which amounts are included in hurricane activity, net in the accompanying
Consolidated Statements of Operations.

The $185 million estimate to reclaim and abandon the East Cameron facilities contains a number of

assumptions that could cause the ultimate cost to be higher or lower as there are many uncertainties when working
offshore and underwater with damaged equipment and wellbores. The Company currently believes costs could
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PIONEER NATURAL RESOURCES COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

range from $185 million to $205 million; however, at this point no better estimate than any other amount within the
range can be determined, thus the Company has recorded the estimated provision of $185 million.

The Company filed a claim with its insurance providers regarding the loss at East Cameron. Under the
Company's insurance policies, the East Cameron facility had the following coverages: (a) $14 million of scheduled
property value for the platform, (b) $4 million of scheduled business interruption insurance after a deductible
waiting period, (c) $100 million of well restoration and safety, in total, for all assets per occurrence and (d) $400
million for debris removal coverage for all assets per occurrence.

In December 2005, the Company received the $14 million of scheduled property value for the East Cameron
assets and recognized a gain of $9.7 million associated therewith. The Company received the $4 million of
business interruption recoveries in 2006, which is reflected in interest and other income in the accompanying
Consolidated Statements of Operations. During the fourth quarter of 2006, the Company recorded estimated
insurance recoveries of $43 million, which is reflected in other current assets in the accompanying Consolidated
Balance Sheet and in hurricane activity, net in the accompanying Consolidated Statements of Operations, related to
the estimated costs for the debris removal portion of the claim as the Company believes that it is probable that it
will be successful in asserting coverage under the debris removal part of its insurance coverage. During 2007, the
Company received $5 million, reflected in hurricane activity, net in the Consolidated Statements of Operations,
from one of its insurance providers related to debris removal. At the present, no recoveries have been reflected
related to certain costs associated with plugging and abandonment and the well restoration and safety coverages, as
the Company is working to resolve coverage issues regarding coverage under this section of the insurance policies.
In the third quarter of 2007, the Company commenced legal actions against its insurance carriers regarding policy
coverage issues, primarily related to debris removal, certain costs associated with plugging and abandonment, and
the well restoration and safety coverages. However, the Company continues to expect that a substantial portion of
the loss will be recoverable from insurance.

NOTE V. Discontinued Operations

During 2007, 2006 and 2005, the Company sold its interests in the following significant oil and gas assets:

Country Description of Assets Date Divested Net Proceeds Gain
(in millions)

Canada Martin Creek, Conroy Black

and Lookout Butte fields May 2005 $ 197.2 $ 138.3
United States Two Gulf of Mexico shelf fields August 2005 $ 59.2 $ 27.9
United States Deepwater Gulf of Mexico fields March 2006 $ 1,1569 (a) $ 725.3
Argentina Argentine assets April 2006 $ 669.6 $ 10.9
Canada Canadian assets November 2007 $ 525.7 (b) $ 101.3

(a)  Net proceeds do not reflect the cash payment of $164.3 million for terminated hedges associated with the deepwater
Gulf of Mexico assets.

(b)  In November 2007, the Company did not receive $132.8 million of the proceeds which was deposited in a Canadian
escrow account pending receipt from the Canada Revenue Agency of appropriate tax certifications which were
received in January 2008. See Note E for additional information regarding the Canadian escrow account.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2007, 2006 and 2005

Pursuant to SFAS 144, the Company has reflected the results of operations of the above divestitures as
discontinued operations, rather than as a component of continuing operations. The following table represents the
components of the Company's discontinued operations for the years ended December 31, 2007, 2006 and 2005:

Year Ended December 31,
2007 2006 2005
(in thousands)

Revenues and other income:

Ol aNd GAS -.neeieieieieee e $ 135,842 § 322,426 $ 920,704
Interest and Other.............coooviiieiiiiiieiie e 1,885 33,550 70,590
Gain on disposition of assets, Net (2)........c.cevereererereneneeeirennne 100,178 731,827 166,521
237,905 1,087,803 1,157,815
Costs and expenses:
Oil and gas ProdUCION .........cceevereeierieeierieiee e 55,400 80,514 154,032
Depletion, depreciation and amortization () .........c..ceceevereeerennnne 34,502 82,770 311,472
Exploration and abandonments (@)...........ccccoevveeeeeirenenenienennn. 14,423 21,275 73,400
General and adminiStrative ..........c..oocveeveeeeeeeie e 12,302 14,501 14,619
Accretion of discount on asset retirement obligations () ............. 1,767 1,904 4,527
INEEIESE oot et 389 442 1,800
6,345 1,382 32,088
125,128 202,788 591,938
Income from discontinued operations before income taxes.............. 112,777 885,015 565,877
Income tax benefit (provision):
CUITENE 1.ttt ettt ettt ettt et ettt e e te b e ete e s e teessesteensennas (4,915) (151,677) (7,832)
DEferred (2)...oveecvereeieiieieteseeieste ettt eneas 22,887 (143,824) (207,782)
Income from discontinued Operations............ccceceeeruerierieeeeerereennes $ 130,749 $ 589,514 $ 350,263

(a)  Represents the significant noncash components of discontinued operations included in the Company's Consolidated
Statements of Cash Flows.

NOTE W. Pioneer Southwest Energy Partners L.P. Initial Public Offering (unaudited)

On January 8, 2008, Pioneer Southwest Energy Partners L.P. ("Pioneer Southwest"), a subsidiary of the
Company, filed an amendment to its registration statement (subject to completion) with the SEC to sell limited
partner interests. If the offering is completed, Pioneer Southwest would own interests in certain oil and gas
properties currently owned by the Company in the Spraberry field in the Permian Basin of West Texas. Pioneer
Southwest's registration statement contemplates an offering of 7,500,000 common units representing a 35.3 percent
limited partner interest in Pioneer Southwest. If the offering is completed, the Company would own a 0.1 percent
general partner interest and a 64.6 percent limited partner interest in Pioneer Southwest. The underwriters would be
granted a 30-day option to purchase up to 1,125,000 additional common units. The Company's limited partner
interest would be reduced to 61.4 percent if the underwriters exercise their over-allotment option in full. In February
2008, the Company announced that the initial public offering of common units of Pioneer Southwest has been
postponed due to market conditions and timing of the offering remains uncertain. There can be no assurance that
Pioneer Southwest will complete the offering, or if completed, that the offering will be structured as described
above.
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Capitalized Costs
December 31,

2007 2006
(in thousands)

Oil and gas properties:

PIOVEA «ontiiieieceeeee ettt ettt ettt et ettt et e s te et e beesbeeteesa e beens e beeraebeeneaes $ 8,973,634 § 7,967,708
UNPIOVEA .ttt ettt ettt ettt et e st e st e s be e st e bt esaesseeseensessaensesneensenseens 277,479 210,344
Capitalized costs for 0il and gas Properties ..........ccevverceereeveererieesieriecieseseesseeeesseseeens 9,251,113 8,178,052
Less accumulated depletion, depreciation and amortization .............cecceeeverereerieneennenne (2,028,472) (1,895,408)
Net capitalized costs for 0il and gas properties ..........ccevvvevvereeveeriereerieseecrereesenennas $ 7,222,641 $ 6,282,644

Costs Incurred for Oil and Gas Producing Activities (a)

Property Total
Acquisition Costs Exploration Development Costs
Proved Unproved Costs Costs Incurred

(in thousands)
Year Ended December 31, 2007:

United States .......ccocevervecierrennnns $ 331,526 % 200,767 $ 335,778 $ 1,058,259 $ 1,926,330
Canada .........cccoevveeevreineeieeieeien, 82 3,620 32,160 64,584 100,446
South Africa — — 276 111,178 111,454
TUNISIA oot — 718 104,585 9,785 115,088
Other (b)...oovevveeeieiereeeeeeieieeen — — 23,905 — 23,905
Total .ooveeeeeicieeeeeeeeee e $ 331,608 $ 205,105 § 496,704 $§ 1,243,806 $ 2,277,223
Year Ended December 31, 2006:
United States ........cccoeeveeeevveenennenn $ 78,318 $ 109,321 § 296,301 $ 700,340 § 1,184,280
ATgenting ......ccceveeveerienieieniennn — 2 10,223 25,542 35,767
Canada ........cccoevveeevieieeieeeeeen — 19,932 103,245 105,487 228,664
South Africa......ccceeeeeiecieniieienenne — — 288 131,475 131,763
Tunisia — 5,000 40,813 336 46,149
Other (b) — 10,584 36,172 — 46,756
Total .o, $ 78,318 $ 144,839 § 487,042 $ 963,180 § 1,673,379
Year Ended December 31, 2005:
United States .......ccceveveeereeveennnne. $ 170,827 $ 60,731 $ 217,723 $ 454,109 $ 903,390
ATgenting .......ccceveevvecienieeieiennns — 512 36,878 92,250 129,640
Canada ............. 2,593 7,344 43,437 77,863 131,237
South Africa.....ccccovvevvevienieieienns — 259 755 17,527 18,541
TUNISIA ..o — — 18,395 2,922 21,317
Other (b)...oovevverieierierieeeeeeene — 30,664 44,456 291 75,411
Total wooveeeeeicieceeeeeeee e $ 173,420 $ 99,510 $ 361,644 $ 644,962 $ 1,279,536

(a)  The costs incurred for oil and gas producing activities includes the following amounts of asset retirement obligations:

Year Ended December 31,
2007 2006 2005
(in thousands)

Proved property acquiSition COSES .........ccoovevirieririereiiierieeereiereeeeseeeeeenns $ 4,750 3 981 $ 3,183
EXPLOration COSES ....eeutiuiriiniiieieiietiiieete ettt 1,499 3,376 —
DeveloOPmEnt COSES ....c.eriiriiriiieriieienieeterte ettt 26,880 41,110 16,055

TOAL ottt $ 33,129 § 45,467 $ 19,238

(b)  Other is primarily comprised of activities in Nigeria and Equatorial Guinea.
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Results of Operations

Information about the Company's results of operations for oil and gas producing activities by geographic
operating segment is presented in Note R of the accompanying Notes to Consolidated Financial Statements.

Reserve Quantity Information

The estimates of the Company's proved reserves as of December 31, 2007, 2006 and 2005, which were
located in the United States, Argentina, Canada, South Africa and Tunisia, were based on evaluations prepared by
the Company's engineers and audited by independent petroleum engineers with respect to the Company's major
properties and prepared by the Company's engineers with respect to all other properties. Reserves were estimated in
accordance with guidelines established by the United States Securities and Exchange Commission and the FASB,
which require that reserve estimates be prepared under existing economic and operating conditions with no
provision for price and cost escalations except by contractual arrangements. The Company reports all reserves held
under production sharing arrangements and concessions utilizing the "economic interest" method, which excludes
the host country's share of proved reserves. Estimated quantities for production sharing arrangements reported under
the "economic interest” method are subject to fluctuations in the commodity prices of and recoverable operating
expenses and capital costs. If costs remain stable, reserve quantities attributable to recovery of costs will change
inversely to changes in commodity prices. The reserve estimates as of December 31, 2007, 2006 and 2005 utilized
respective oil prices of $95.45, $60.54 and $59.62 per Bbl (reflecting adjustments for oil quality), respective NGL
prices of $56.13, $29.82 and $36.34 per Bbl, and respective gas prices of $6.12, $5.13 and $6.36 per Mcf (reflecting
adjustments for Btu content, gas processing and shrinkage).

Proved reserve quantity estimates are subject to numerous uncertainties inherent in the estimation of
quantities of proved reserves and in the projection of future rates of production and the timing of development
expenditures. The accuracy of such estimates is a function of the quality of available data and of engineering and
geological interpretation and judgment. Results of subsequent drilling, testing and production may cause either
upward or downward revision of previous estimates. Further, the volumes considered to be commercially
recoverable fluctuate with changes in prices and operating costs. The Company emphasizes that proved reserve
estimates are inherently imprecise and that estimates of new discoveries are more imprecise than those of currently
producing oil and gas properties. Accordingly, these estimates are expected to change as additional information
becomes available in the future.

The following table provides a rollforward of total proved reserves by geographic area and in total for the
years ended December 31, 2007, 2006 and 2005, as well as proved developed reserves by geographic area and in
total as of the beginning and end of each respective year. Oil and NGL volumes are expressed in MBbls, gas
volumes are expressed in MMcf and total volumes are expressed in thousands of barrels of oil equivalent
("MBOE").
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Total Proved Reserves:
UNITED STATES

Balance, January 1.......................
Revisions of previous estimates...
Purchases of minerals-in-place ...
Extensions and discoveries..........
Production (b) ....oovevvvvvviiiiinnenne
Sales of minerals-in-place ..........
Balance, December 31 ................
ARGENTINA

Balance, January 1 ......................
Revisions of previous estimates...
Extensions and discoveries .........
Production (b) ....oooevvvveviiiiiinnenn.
Sales of minerals-in-place ...........
Balance, December 31 ................
CANADA

Balance, January 1 ........c..c.........
Revisions of previous estimates...
Purchases of minerals-in-place ...
Extensions and discoveries .........
Production (b) ......ccovevvveerienennn.
Sales of minerals-in-place ..........
Balance, December 31 ................
SOUTH AFRICA

Balance, January 1 ...........ccue...
Revisions of previous estimates...
Extensions and discoveries .........
Production (b) ......coovevvvveviinnnne.
Balance, December 31 ...
TUNISIA

Balance, January 1 ........c.ccoeuee..
Revisions of previous estimates...
Extensions and discoveries .........
Production (b) .....oooevvivvvviiiinnnnne
Sales of minerals-in-place ..........
Balance, December 31 ................
TOTAL

Balance, January 1 ......................
Revisions of previous estimates...
Purchases of minerals-in-place ...
Extensions and discoveries .........
Production (b) ....oooevvveviiiiinnenn.
Sales of minerals-in-place ..........
Balance, December 31 ................

PIONEER NATURAL RESOURCES COMPANY

UNAUDITED SUPPLEMENTARY INFORMATION
December 31, 2007, 2006 and 2005

Year Ended December 31,
2007 2006 2005
Oil & Oil & Oil &
NGLs Gas Total NGLs Gas Total NGLs Gas Total
(MBbls) (MMcf)(a) (MBOE) (MBbls) (MMcf)(a) (MBOE) (MBbls) (MMcf)(a) (MBOE)
406,725 2,685,961 854,385 385,771 2,750,856 844,247 363,257 3,000,335 863,313
15,571 35,542 21,495 (7,467) (10,664) (9,244) (5,471) (141,473)  (29,049)
19,678 184,478 50,424 41,825 52,308 50,543 65,800 83,179 79,663
22,692 131,277 44,571 11,948 136,712 34,733 225 103,616 17,494
(13,575) (132,840)  (35,715) (14,091) (134,445)  (36,499) (16,311) (197,391)  (49,210)
— (1,363) (227) (11,261) (108,806)  (29,395) (21,729) (97,410) _ (37,964)
451,091 2,903.055 934,933 _ 406.725 2,685,961 854.385 _385.771 2,750,856 844,247
— — — 34,024 404,323 101,411 33,168 560,374 126,564
— — — (306) (2,043) (646) 2,060 (137,640)  (20,881)
— — — 135 4,576 898 2,334 31,606 7,602
— — —  (1,072) (16,025) (3,743) (3,538) (50,017)  (11,874)
— — — (32,781) (390,831)  (97,920) — — —
— — — — — — _ 34,024 404,323 101.411
2,199 173,509 31,117 2,423 130,514 24,175 4,095 119,869 24,073
(81) (18,778) (3,210) (159) (7,953) (1,485) 434 15,887 3,082
— — — — — — — 292 49
378 62,263 10,755 217 66,801 11,351 652 55,130 9,840
(234) (16,295) (2,950) (282) (15,853) (2,924) (311) (15,665) (2,922)
(2,262) (200,699)  (35,712) — — —  (2,447) (44,999) (9,947)
— — — 2,199 173.509 31,117 2.423 130.514 24.175
3,070 60,511 13,156 3,055 60,395 13,121 3,419 — 3,419
(1,334) (18,909) (4,485) 1,521 116 1,541 694 — 694
— — — — — 1,347 60,395 11,413
(979) (1,037) (1,151)  (1,506) — (1,506)  (2,405) — (2,405)
757 40.565 7,520 3,070 60,511 13,156 3,055 60,395 13,121
4,977 7,846 6,284 3,769 — 3,769 4,852 — 4,852
1,570 13,861 3,880 1,579 59 1,588 (510) — (510)
24,477 4 24,478 500 8,223 1,870 696 — 696
(1,403) 917) (1,557) (871) (436) (943)  (1,269) — (1,269)
(11,771) — (11,771) — — — — — —
17.850 20,794 21.314 4,977 7,846 6.284 3.769 — 3,769
416,971 2,927,827 904,942 429,042 3,346,088 986,723 408,791 3,680,578 1,022,221
15,726 11,716 17,680 (4,832) (20,485) (8,246) (2,793) (263,226)  (46,664)
19,678 184,478 50,424 41,825 52,308 50,543 65,800 83,471 79,712
47,547 193,544 79,804 12,800 216,312 48,852 5,254 250,747 47,045
(16,191) (151,089)  (41,373) (17,822) (166,759)  (45,615) (23,834) (263,073)  (67,680)
(14,033) (202,062)  (47,710) (44,042) (499,637)  (127,315) (24,176) (142,409)  (47.911)
469,698 2,964,414 963,767 _416.971 2,927.827 904.942 _429.042 3.346,088 986.723

(a) The proved gas reserves as of December 31, 2007, 2006 and 2005 include 290,599 MMcf, 316,528 MMcf and 306,303 MMcf, respectively, of gas that will be
produced and utilized as field fuel. Field fuel is gas consumed to operate field equipment (primarily compressors) prior to the gas being delivered to a sales point.

(b) Production for 2007, 2006 and 2005 includes approximately 17,347 MMcf, 17,364 MMcf, and 14,452 MMcf of field fuel, respectively. Also, for 2007, 2006 and
2005, production includes 2,950 MBOE, 9,735 MBOE and 31,195 MBOE of production associated with discontinued operations. See Note V for additional

information.
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Year Ended December 31,
2007 2006 2005
Oil & 0il & Oil &
NGLs Gas Total NGLs Gas Total NGLs Gas Total

(MBbls) (MMcf)(a) (MBOE) (MBbls) (MMcf)(a) (MBOE) (MBbls) (MMecf)(a) (MBOE)

Proved Developed Reserves:

United States ..................... 211,814 1,805,974 512,809 210,680 1,875,866 523,324 223,749 2,045275 564,628
Argentina — — — 20,844 282815 67,980 20,565 320,616 74,001
Canada ......ooeeveeeeerecerene, 2,053 117,672 21,665 2,202 99,025 18,706 3,849 107,547 21,773
South Africa ovvvereeenee.. 1,822 — 1,822 1,708 — 1,708 3419 — 3419
TURISIA oo 4,977 7846 6285 3,769 — 3769 4852 4852
Balance, January 1 ............ 220,666 1,931,492 542,581 239,203 2,257,706 615487 256,434 2473438 668,673
United States .........ccoo....... 238,072 1,976,080 567,419 211,814 1,805,974 512,809 210,680 1,875,866 523,324
Argenting ........ooooooveveeenn.. — — — — — — 20,844 282815 67,980
Canada........ooovvereeeveerrernnn, — — — 2053 117,672 21,665 2202 99,025 18,706
South Afica .......vevveeenn... 757 40,565 7,518 1,822 — 1822 1,708 — 1,708
TURISIA oo 17,850 20,794 21316 4977 7846 6285 3,769 — 3769
Balance, December 31 ....... 256,679 2,037,439 596253 220,666 1,931,492 542,581 239203 2257,706 615,487

Standardized Measure of Discounted Future Net Cash Flows

The standardized measure of discounted future net cash flows is computed by applying year-end commodity
prices (with consideration of price changes only to the extent provided by contractual arrangements) to the
estimated future production of proved reserves less estimated future expenditures (based on year-end costs) to be
incurred in developing and producing the proved reserves, discounted using a rate of ten percent per year to reflect
the estimated timing of the future cash flows. Future income taxes are calculated by comparing undiscounted future
cash flows to the tax basis of oil and gas properties plus available carryforwards and credits and applying the
current tax rates to the difference. The discounted future cash flow estimates do not include the effects of the
Company's commodity hedging contracts. Utilizing December 31, 2007, commodity prices held constant over each
hedge contract's term, the net present value of the Company's hedge obligations, less associated estimated income
taxes and discounted at ten percent, was a liability of approximately $139.1 million at December 31, 2007.

Discounted future cash flow estimates like those shown below are not intended to represent estimates of the
fair value of oil and gas properties. Estimates of fair value should also consider probable reserves, anticipated future
commodity prices, interest rates, changes in development and production costs and risks associated with future
production. Because of these and other considerations, any estimate of fair value is necessarily subjective and
imprecise.
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The following tables provide the standardized measure of discounted future cash flows by geographic area
and in total as of December 31, 2007, 2006 and 2005, as well as a roll forward in total for each respective year:

December 31,

2007 2006 2005
UNITED STATES (in thousands)
Oil and gas producing activities:
Future cash infloWs .........cooieviiiieiieieceeeee e $ 52,649378 $§ 32,162975 $ 37,171,750
Future production COSES .........ceveeieruieiienierieniieienieseeieeereie s (14,562,540) (10,605,170) (10,911,204)
Future development costs ...... (4,252,134) (3,746,920) (2,757,072)
Future income tax expense (11,265,645) (5,695,788) (7,552,644)
22,569,059 12,115,097 15,950,830
10% annual discount factor ...........coceeveereriieneneeninieeneeeeee (14,303,502) (7,925,926) (9,872,066)
Standardized measure of discounted future cash flows $ 8,265,557 $ 4,189,171  § 6,078,764
ARGENTINA
Oil and gas producing activities:
Future cash InflOWS .......c.coviueuieeieieeeeeeee et $ — 3 — 3 2,256,468
Future production COSES .........ceverieriirienieiieienceiesie e — — (366,362)
Future development COSES ......c.ovververiieierieiieiieiesie e eeeie s — — (353,182)
Future income taX eXPense .........coceevverueeriereenieneeneneeneenieenienieens — — (282,661)
— — 1,254,263
10% annual discount factor ..........cceecveverieriieieriesieiese e — — (446,366)
Standardized measure of discounted future cash flows ............... $ — 3 — 3 807,897
CANADA
Oil and gas producing activities:
Future cash iNFIOWS ...c.voeeeeeeeeeee et $ —  $ 1,054,264 $ 1,062,258
Future production COStS ..........ceerveieirinenenieieeeieeneeeeeeeees — (399,248) (404,891)
Future development COSES ........ocvevueruieierierieiieieie e eeeniees — (115,721) (46,312)
Future income tax expense — (69,693) (166,333)
— 469,602 444,722
10% annual discount factor — (200,313) (190,655)
Standardized measure of discounted future cash flows $ — 3 269,289 $ 254,067
SOUTH AFRICA
Oil and gas producing activities:
Future cash iNfIOWS ......oovioviiiieieieeeeeeeee e $ 365,145  $ 509,081 $ 503,499
Future production COSES .......c.ceverieriinieiienieieneeieeseeeeeeeieee (36,934) (82,989) (56,987)
Future development COSES ........eceeueriirienieiieieeieeee e (44,263) (165,318) (248,005)
Future income tax eXPEenSe ..........ccoveruereereruirienieneeieenneseeeeeenenees (31,584) (58,870) (18,510)
252,364 201,904 179,997
10% annual discount factor .........ccccceeeverieeierieneeienieiere e (37,108) (58,182) (70,453)
Standardized measure of discounted future cash flows ............... $ 215256  $ 143,722  $ 109,544
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December 31,
2007 2006 2005
(in thousands)
TUNISIA
Oil and gas producing activities:
Future cash iNFIOWS ...c..oeueeeeeeeeee oot $ 1,892,519 $ 329773  $ 214,982
Future production COStS ..........coerveirinienienierininenieeeeesceeeeaen (165,668) (47,116) 9,164)
Future development costs (45,831) (16,265) (2,700)
Future income tax expense (860,342) (148,361) (121,675)
820,678 118,031 81,443
10% annual discount factor ...........cceevvevieriecienieienieieeiese e (284,607) (31,224) (34,818)
Standardized measure of discounted future cash flows ... $ 536,071  $ 86,807 $ 46,625
TOTAL
Oil and gas producing activities:
Future cash iNfIOWS ....c.oovioviiiieeeeeee et $ 54,907,042 $ 34,056,093 $ 41,208,957
Future production COSES .......c.ceeverieririenienieieeiesenceeeieeie e (14,765,142) (11,134,523) (11,748,608)
Future development COSS(a) ......eevveruiriereerieniinieie e (4,342,228) (4,044,224) (3,407,271)
Future income tax eXPEeNSE ........cccerverveeereruirieneieneeiesreneeieneenenees (12,157,571) (5,972,712) (8,141,823)
23,642,101 12,904,634 17,911,255
10% annual discount factor ...........ccceeeevviiivieeeeeeeeceee e (14,625,217) (8,215,645) (10,614,358)
Standardized measure of discounted future cash flows ............... $ 9,016,884 $ 4,688,989 § 7,296,897
(a) Includes $471.5 million, $324.1 million and $357.5 million of undiscounted future asset retirement expenditures estimated as of

December 31, 2007, 2006 and 2005, respectively, using current estimates of future abandonment costs. See Note L for

corresponding information regarding the Company's discounted asset retirement obligations.

Changes in Standardized Measure of Discounted Future Net Cash Flows

Year Ended December 31,
2007 2006 2005
(in thousands)

Oil and gas sales, net of production costs .........c..ccceeuene $ (1,462,189) $ (1,516,503) $ (2,227,267)
Net changes in prices and production costs .... 4,700,608 (1,921,270) 3,932,683
Extensions and diSCOVETIIES .........ccccevvreeeuiieeeiiieeeiireeenen. 1,889,282 413,200 459,251
Development costs incurred during the period ............... 661,956 672,572 446,978
Sales of minerals-in-place ..........cocevevenieniiniiencnnnene (970,215) (1,926,423) (1,492,864)
Purchases of minerals-in-place ...........ccocceeevvevuenenenne. 585,924 280,475 645,315
Revisions of estimated future development costs ... (897,587) (1,041,343) (907,229)
Revisions of previous quantity estimates ....................... 322,470 (38,837) (595,873)
Accretion of diSCOUNt ......cccoevivviiiieeiiiiiieeeeeeeeeeeeeeen 660,755 895,455 908,047
Changes in production rates, timing and other ............... 1,240,959 486,328 78,880
Change in present value of future net revenues .............. 6,731,963 (3,696,346) 1,247,921
Net change in present value of future income taxes ....... (2,404,068) 1,088,438 (594,099)

4,327,895 (2,607,908) 653,822
Balance, beginning of year .........c.ccoceeeveverieneneenienenen. 4,688,989 7,296,897 6,643,075
Balance, end of Year ...........cccoeveveviieieieiecceeee $ 9,016,884 $ 4,688,989 § 7,296,897
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Selected Quarterly Financial Results

The following table provides selected quarterly financial results for the years ended December 31, 2007 and
2006:

Quarter
First Second Third Fourth
(in thousands, except per share data)

Year ended December 31, 2007:
Oil and gas revenues:

AS TEPOTLEd. ..ot $ 391918 $ 458,032 $§ 458,898 $ 508,579
Less discontinued operations ...........cccceeeeerenrecnne (38,336) (38,240) — —
AdJUsted.......oovieieieieiee e $ 353582 § 419,792 § 458,898 $ 508,579
Total revenues:
AS TEPOTTEd.....eviicieiiriciccee e $ 406,094 § 483,920 $ 490,447 $ 530,886
Less discontinued operations ..........c.cceceevverereennene (38,775) (39,223) — —
AdJusted......coooviieiiiie $§ 367319 $§ 444697 $§ 490,447 § 530,886
Total costs and expenses:
AS TEPOTTEA. ..o $ 359,880 § 432,731 $ 336,480 $§ 426,069
Less discontinued operations ............cceceevverereennene (35,209) (41,226) — —
Adjusted......oooiinei $ 324671 $ 391,505 $§ 336480 § 426,069
NEt INCOME ...ttt $ 29,593 $ 36,480 $§ 101,927 § 204,728

Net income per share:
0.24
0.24
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Quarter
First Second Third Fourth
(in thousands, except per share data)

Year ended December 31, 2006:
Oil and gas revenues:

AS TEPOTTEd.....eveiiiieriiiccee e $ 379468 $ 407,570 $ 418,106 $ 376,905
Less discontinued operations ..........c.cccceecveverennnene (28,362) (34,154) (33,994) (26,599)
Adjusted ... $ 351,106 $ 373416 $§ 384,112 § 350,306
Total revenues:
AS TEPOTEd...enieeieeiiiieee e $ 396,506 $ 413,908 $ 432,627 $ 389,840
Less discontinued operations .............ccccecvevueruennnens (34,547) (35,340) (34,934) (27,189)
AdJusted......ooeveiei e $§ 361,959 $ 378,568 $§ 397,693 § 362,651
Total costs and expenses:
AS TEPOTLEd. ...ttt $ 376,756 $§ 297,815 § 312,031 $ 337,291
Less discontinued operations .............ccceeeverereeennens (26,732) (27,759) (32,106) (27,663)
Adjusted......oooiiiee $§ 350,024 § 270,056 $ 279,925 $ 309,628
NEt INCOMC ..ttt $ 543207 $ 88,039 §$ 80,799 $ 27,686
Net income per share:
BASIC cueueeiieiiete e $ 428 § 070 § 065 § 0.23
Diluted ...c.ooveiiiiiiieice e $ 428 $ 069 § 064 $ 0.22

During the fourth quarter of 2007, the Company elected to not pursue the development of the Clipper project
in the deepwater Gulf of Mexico. Associated therewith, the Company's income from continuing operations for the
fourth quarter of 2007 includes a pretax exploration and abandonment charge of $72.1 million.

During November 2007, the Company sold its Canadian assets. During March and April 2006, the Company
sold all of its interests in certain oil and gas properties in the deepwater Gulf of Mexico and its Argentine assets,
respectively. These divestitures qualified as discontinued operations pursuant to SFAS 144. In accordance with
SFAS 144, the Company reclassified the results of operations and gains on the sales of the divested assets from
continuing operations to discontinued operations in the Company's Consolidated Statements of Operations. See
Note V of Notes to Consolidated Financial Statements for additional information regarding these divestitures that
gave rise to the adjustments in the tables above.
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ITEMY9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES

Evaluation of disclosure controls and procedures. The Company's management, with the participation of
its principal executive officer and principal financial officer, have evaluated, as required by Rule 13a-15(b) under
the Exchange Act, the Company's disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(e))
as of the end of the period covered by this Report. Based on that evaluation, the principal executive officer and
principal financial officer concluded that the design and operation of the Company's disclosure controls and
procedures are effective in ensuring that information required to be disclosed by the Company in the reports that it
files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in the SEC's rules and forms.

Changes in internal control over financial reporting. There have been no changes in the Company's
internal control over financial reporting (as defined in Rule 13a-15(f) under the Exchange Act) that occurred during
the Company's last fiscal quarter that have materially affected or are reasonably likely to materially affect the
Company's internal control over financial reporting.

MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The management of the Company is responsible for establishing and maintaining adequate internal control
over financial reporting. The Company's internal control over financial reporting is a process designed under the
supervision of the Company's Chief Executive Officer and Chief Financial Officer to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of the Company's financial statements for external
purposes in accordance with generally accepted accounting principles.

As of December 31, 2007, management assessed the effectiveness of the Company's internal control over
financial reporting based on the criteria for effective internal control over financial reporting established in "Internal
Control — Integrated Framework", issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on the assessment, management determined that the Company maintained effective internal
control over financial reporting as of December 31, 2007, based on those criteria.

Ernst & Young LLP, the independent registered public accounting firm that audited the consolidated
financial statements of the Company included in this Annual Report on Form 10-K, has issued an attestation report
on the effectiveness of the Company's internal control over financial reporting as of December 31, 2007. The report,
which expresses an unqualified opinion on the effectiveness of the Company's internal control over financial
reporting as of December 31, 2007, is included in this Item under the heading "Report of Independent Registered
Public Accounting Firm on Internal Control Over Financial Reporting".
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REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM ON INTERNAL CONTROL OVER FINANCIAL REPORTING

The Board of Directors and Stockholders of
Pioneer Natural Resources Company:

We have audited Pioneer Natural Resources Company's internal control over financial reporting as of
December 31, 2007, based on criteria established in Internal Control—Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). Pioneer Natural
Resources Company's management is responsible for maintaining effective internal control over financial reporting,
and for its assessment of the effectiveness of internal control over financial reporting included in the accompanying
Management's Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on
the Company's internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our audit
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe
that our audit provides a reasonable basis for our opinion.

A company's internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company's internal control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

In our opinion, Pioneer Natural Resources Company maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2007, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the consolidated balance sheets of Pioneer Natural Resources Company as of December 31, 2007
and 2006 and the related consolidated statements of operations, stockholders' equity, cash flows and comprehensive
income for each of the three years in the period ended December 31, 2007, and our report dated February 19, 2008
expressed an unqualified opinion thereon.

Ernst & Young LLP

Dallas, Texas
February 19, 2008
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ITEM 9B. OTHER INFORMATION

None.

PART 111

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required in response to this item will be set forth in the Company's definitive proxy
statement for the annual meeting of stockholders to be held during May 2008 and is incorporated herein by
reference.
ITEM 11. EXECUTIVE COMPENSATION

The information required in response to this item will be set forth in the Company's definitive proxy
statement for the annual meeting of stockholders to be held during May 2008 and is incorporated herein by

reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Securities Authorized for Issuance under Equity Compensation Plans

The following table summarizes information about the Company's equity compensation plans as of
December 31, 2007:

Number of Securities

Number of Securities Remaining Available for
to be Issued Upon Future Issuance Under Equity
Exercise of Weighted Average Compensation Plans
Outstanding Options Exercise Price of (Excluding Securities Reflected
(a) Outstanding Options in First Column) (b)
Equity compensation plans approved by
security holders (c):
Pioneer Natural Resources Company:
2006 Long-Term Incentive Plan ....... — 3 — 3,730,261
Long-Term Incentive Plan................. 865,170 $ 22.11 —
Employee Stock Purchase Plan......... — 3 — 418,875
Predecessor plans..........cccceceeeeeercnennns 109,575 $ 12.11 —
974,745 4,149,136

(a)  There are no outstanding warrants or equity rights awarded under the Company's equity compensation plans. The
securities do not include restricted stock awarded under the Company's previous Long-Term Incentive Plan and the
2006 Long-Term Incentive Plan (the "Plan").

(b) In May 2006, the stockholders of the Company approved the Plan, which provides for the issuance of up to 4.6
million awards. Awards under the Plan can be in the form of stock options, stock appreciation rights, performance
units, restricted stock and restricted stock units. No additional awards may be made under the prior Long-Term
Incentive Plan. The number of remaining securities available for future issuance under the Company's Employee
Stock Purchase Plan is based on the original authorized issuance of 750,000 shares less 331,125 cumulative shares
issued through December 31, 2007. See Note H of Notes to Consolidated Financial Statements included in "Item 8.
Financial Statements and Supplementary Data" for a description of each of the Company's equity compensation
plans.

(c)  All equity compensation plans have been approved by security holders.

The remaining information required in response to this item will be set forth in the Company's definitive

proxy statement for the annual meeting of stockholders to be held during May 2008 and is incorporated herein by
reference.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required in response to this item will be set forth in the Company's definitive proxy
statement for the annual meeting of stockholders to be held during May 2008 and is incorporated herein by
reference.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
The information required in response to this item will be set forth in the Company's definitive proxy

statement for the annual meeting of stockholders to be held during May 2008 and is incorporated herein by
reference.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) Listing of Financial Statements
Financial Statements

The following consolidated financial statements of the Company are included in "Item 8. Financial
Statements and Supplementary Data":

Report of Independent Registered Pubic Accounting Firm

Consolidated Balance Sheets as of December 31, 2007 and 2006

Consolidated Statements of Operations for the Years Ended December 31, 2007, 2006 and 2005
Consolidated Statements of Stockholders' Equity for the Years Ended December 31, 2007, 2006 and 2005
Consolidated Statements of Cash Flows for the Years Ended December 31, 2007, 2006 and 2005
Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2007, 2006 and 2005
Notes to Consolidated Financial Statements

Unaudited Supplementary Information

(b)  Exhibits

The exhibits to this Report required to be filed pursuant to Item 15(c) are included in the Company's Form
10-K filed with the SEC on February 21. 2008.

(¢) Financial Statement Schedules

No financial statement schedules are required to be filed as part of this Report or they are inapplicable.
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STOCK PERFORMANCE

The information included in the remainder of this document, including this “Stock Petformance” section of

the 2007 Annual Report, is not a part of Pioneer’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2007, and shall not be deemed to be “soliciting material” or to be “filed” with the Securities and
Exchange Commission. Such information shall not be deemed to be incorporated by reference into any filing
under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent that Pioneer

specifically incorporates such information.

The following graph and chart compare Pioneer’s cumulative total stockholder return on common
stock during the five-year period ended December 31, 2007, with cumulative total stockholder
return during the same period for the Standard & Poor’s 500 Index (“S&P 500 Index”) and the
Dow Jones U.S. Exploration and Production Index (“DJ E&P Index”), as prescribed by the SEC rules.
The following graph and chart show the value, at December 31 in each of 2003, 2004, 2005, 2006 and
2007, of $100 invested at December 31, 2002, and assumes the reinvestment of all dividends:

COMPARISON OF FIVE-YEAR CUMULATIVE TOTAL RETURN
AMONG PIONEER, THE S&P 500 INDEX AND THE DJ E&P INDEX (a)
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Year ended December 31,
2002 2003 2004 2005 2006 2007
O Pioneer Natural Resources Company.... $ 100 § 12646 $ 13986 § 20524 § 159.87 $ 197.96

A S&P 500 Index $ 100 $ 12868 § 14269 $ 14970 $ 17334 § 182.87
prnaOrenn DI E&P INAEX coooooviveiccr s $ 100 § 131.06 § 18594 § 30740 $ 32391 $ 465.35

(a) Assumes $100 invested at December 31, 2002 in stock or index, including reinvestment of dividends.



SHAREHOLDER INFORMATION

STOCK EXCHANGE LISTING — COMMON STOCK
New York Stock Exchange: PXD

CORPORATE HEADQUARTERS
Pioneer Natural Resources Company
5205 N. O’Connor Blvd., Suite 200
Irving, TX 75039

(972) 444-9001

www.pxd.com

STOCK TRANSFER AGENT AND REGISTRAR

Communication concerning the transfer or exchange of shares, dividends,

lost certificates or change of address should be directed to:

Continental Stock Transfer & Trust Company
17 Battery Place, 8th Floor

New York, NY 10004

(888) 509-5586

Internet Address: www.continentalstock.com

Email: pioneer@continentalstock.com

ANNUAL MEETING

The Annual Meeting of stockholders will be held Friday, May 16, 2008,
at 9:00 a.m. CDT at the Four Seasons Hotel, 4150 N. MacArthur Blvd.,
Irving, Texas 75038.

INFORMATION REQUESTS

To receive additional copies of the Annual Report on Form 10-K as filed
with the SEC or to obtain other Pioneer publications, please contact:

Pioneer Natural Resources Company
Investor Relations

5205 N. O’Connor Blvd., Suite 200
Irving, TX 75039

(972) 969-3583

Email: ir@pxd.com

INVESTOR RELATIONS/MEDIA CONTACTS
Shareholders, portfolio managers, brokers and securities analysts
seeking information concerning Pioneer’s operations or financial

results are encouraged to contact Frank Hopkins, Vice President,

Investor Relations at (972) 444-9001. Media inquiries should be directed to

Susan Spratlen,Vice President, Corporate Communications and

Public Aftairs at (972) 444-9001.

CERTIFICATIONS

The CEO and CFO certifications required under Section 302 of the
Sarbanes-Oxley Act were filed as exhibits to the most recently filed Form
10-K. In 2007, the Company submitted the CEO annual certification
pursuant to Section 303A.12(a) of the NYSE Listed Company Manual.

OTHER OFFICE LOCATIONS

Pioneer Natural Resources UK Ltd.
David McManus, Executive Vice President,

International Operations
1st Floor — Midas House

62 Goldsworth Rd.
Woking, Surrey GU21 6LQ
UK

Telephone: 44 1483 741710

Pioneer Natural Resources Alaska, Inc.
Kenneth H. Sheftield, Jr., President

700 G Street, Suite 600

Anchorage, AK 99501

USA

Telephone: (907) 277-2700

Pioneer Natural Resources South Africa (PTY) Ltd.
Marek Ranoszek, General Manager

21st Floor, #1 Thibault Square

1 Long Street

Cape Town 8001

RSA

Telephone: 27 21 425 5012

Pioneer Natural Resources Tunisia Ltd.
Hashim Alkhersan, President

Résidence Lakeo - 3rd Floor

Rue du Lac Michigan

Les Berges du Lac

1053 — Tunis

Tunisia

Telephone: 216 71 960 885
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