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During 2008, we continued 

with our low-risk strategy 

to deliver solid, consistent 

results by focusing on 

development drilling and 

resource expansion in our 

core areas and were very 

pleased with our operating 

success. We drilled more 

than 500 wells, increased production per share by 20% 

and added new proved reserves, before pricing revisions, 

which replaced 246% of our production. For the fi rst 

nine months of the year, our net income from continuing 

operations before income taxes was more than double 

what it had been for the same period of 2007.

But by September, the crisis in the fi nancial sector and the 

resulting instability in the U.S. and global economies had 

begun to take a toll on global demand for energy, and we 

entered an environment of what has been the most extreme 

market and commodity price instability in our history. By 

the end of the year, the NYMEX spot price for oil had 

fallen from a high near $145 per barrel in early July to 

approximately $45 per barrel. The NYMEX spot price for 

natural gas, which had peaked at approximately $13.50 per 

thousand cubic feet (Mcf) in June, had dropped to near $6 

per Mcf at year end.

Pioneer’s 2008 net income was $220 million, or $1.85 

per diluted share, and cash fl ow from operating activities 

for the year was $1.0 billion. We produced 41.5 million 

barrels oil equivalent (MMBOE), excluding discontinued 

operations, up 17% on an absolute basis, or 20% per share. 

Per share performance was enhanced by our repurchase of 

approximately 4.4 million common shares, including 3.0 

million shares in the fourth quarter, to end the year with 

114.5 million shares outstanding. We reduced net debt to 

book capitalization from 47% at year-end 2007 to 45% at 

December 31, 2008.

Pioneer replaced 246% of its production during 2008, 

adding 110 MMBOE of proved reserves from drilling 

success, performance improvements and acquisitions, 

excluding revisions related to lower year-end oil and gas 

prices. Our fi nding and development cost was $13.82 per 

barrel oil equivalent (BOE) excluding pricing revisions, or 

$35.51 per BOE including price related revisions. We ended 

the year with net proved reserves of 960 MMBOE, a large 

inventory of drilling locations and signifi cant additional 

resource potential.

Our 2008 operating success was driven by strong drilling 

programs in each of our core areas. In the Spraberry fi eld in 

West Texas, we drilled 370 wells and increased production 

14%. We received approval from the Railroad Commission 

of Texas for a fi eld rule change to allow optional fi eldwide 

20-acre downspacing and drilled 18 wells on 20-acre 

spacing. We initiated production from 12 of the 20-acre 

wells with encouraging results and have identifi ed 

approximately 9,500 drilling locations suitable for future 

20-acre wells. Our evaluation of the potential to enhance 

Spraberry reserves and production by expanding well 

completions to include non-traditional shale/silt intervals is 

progressing. We are also excited about a discovery drilled to 

a deeper zone below the Spraberry and have further testing 

planned to evaluate this deeper zone’s potential.

We drilled 154 wells in the Raton Basin in Colorado in 

2008 and increased production by 16%. Nine of these wells 

were drilled in the Pierre Shale, a new play we discovered 

on our existing acreage, below the coal bed methane 

reserves targeted by our traditional drilling program. To 

assess potential upside from the Pierre Shale, we drilled 

and completed two horizontal wells, encountering intense 

natural fracturing and gas shows. We successfully fracture 

stimulated the wells and based on strong initial fl ow rates, 

are planning to initiate a microseismic study to optimize our 

future drilling program.

In the Edwards Trend in South Texas, Pioneer drilled 

36 wells in 2008, increasing production by 41%. We also 

completed the fi nal portion of more than 900 square miles 

of 3-D seismic data. This data and the results of two fourth 

quarter discovery wells helped us identify additional natural 
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gas resource potential in the trend of at least 150 billion cubic 

feet. We recently drilled our fi rst horizontal well in a new play 

in the area, the Eagle Ford Shale, which overlays the Edwards 

formation in the 310,000 acres that we hold in the trend. 

Fracture stimulation of the well has been completed, and we 

will soon have production test results.

We participated in 19 wells and acquired approximately 250 

square miles of 3-D seismic data in the Barnett Shale during 

2008. A commingling program was initiated in the Hugoton 

fi eld with positive results. In these two fi elds, as well as in 

the West Panhandle fi eld, we improved our operating results 

through compression optimization and enhanced gathering 

system effi ciency.

In Alaska, Pioneer became the fi rst independent to operate 

production on the North Slope. Development drilling began 

in the Oooguruk fi eld in early 2008, and well performance has 

exceeded our expectations. Our 2008 oil production exit rate 

was on target, and with particularly strong initial production 

from our most recent well, there is potential that we will 

increase our production forecast for the fi eld.

We participated in six successful wells in Tunisia and increased 

our oil and gas production by 55%. About 600 square miles of 

seismic data is expected to be processed or interpreted during 

2009. Pioneer and other industry players are also continuing 

to progress the FEED study for a gas pipeline to transport 

natural gas from fi elds we’ve discovered in Southern Tunisia 

to northern industrial areas.

Offshore South Africa, we successfully transitioned the Sable 

fi eld from oil production to natural gas production. The Sable 

gas well is the most prolifi c well in the South Coast Gas project 

and was placed on production ahead of schedule during the 

fourth quarter of 2008. Natural gas production from the project 

is expected to increase into 2009 with no additional capital 

required. Production costs have also decreased signifi cantly 

with the release of the fl oating production vessel used to 

produce Sable oil.

In November 2008, we announced that we were implementing 

initiatives to reduce capital spending and operating costs in 

response to the decline in oil and natural gas prices. These 

initiatives will allow us to continue to deliver free cash fl ow 

and enhance fi nancial fl exibility through the downturn in 

prices. To reduce capital spending, we have minimized drilling 

activities and gone from running 29 operated rigs in the 

third quarter of 2008 to running two rigs today. In order to 

reactivate our drilling programs, we must gain confi dence that 

acceptable drilling economics can be sustained.

To improve our economics, we are focusing on reducing our 

production and well costs to levels that will support an increase 

in drilling activity when the outlook for oil and natural gas 

prices rise to a sustained level of approximately $60 per barrel 

and $6 per Mcf. We continue to work with drilling and service 

providers to reduce drilling and completion costs. To date, 

we have achieved reductions of 15% to 20%, and we are 

targeting an additional 10% to 20% reduction. Our asset 

teams are also implementing initiatives to reduce controllable 

production costs. 

We believe that supply and demand fundamentals for oil should 

support much stronger prices when global economies stabilize 

and begin to recover. Over the last four years, despite record 

investments in global oil drilling, few new oil resources were 

found. About half of our proved reserves are oil and other 

liquids, and we have a large inventory of oil drilling locations, 

primarily in the Spraberry fi eld. In 2010, with higher oil prices 

and reduced costs, we expect economics to again support an 

accelerated drilling program in the Spraberry fi eld. 

Over the last decade, signifi cant new natural gas resources 

from unconventional sources, primarily shale formations, have 

been found in the U.S. These new natural gas resources offer 

our nation a cleaner-burning domestic alternative to coal and 

imported oil. Natural gas is a U.S. energy alternative that is in 

plentiful supply and ready for development with existing 

During 2008, we continued to deliver strong results 

and steady production growth, further demonstrating 

the potential of our lower-risk strategy focused on 

development drilling and resource expansion in 

our core areas. In the current low commodity price 

environment, our low-decline assets are particularly 

advantageous with minimal capital investment 

needed to maintain production.



technology. Expanding the use of natural gas provides an 

immediate opportunity to reduce emissions and reduce 

reliance on imported oil. The expected growth in demand 

would support higher natural gas prices and allow us to 

reactivate our natural gas drilling programs in the Rockies 

and Texas. 

In 2009, we expect capital spending to total $250 million 

to $300 million (excluding acquisitions, asset retirement 

obligations, capitalized interest and geological and geophysical 

general and administrative costs). Approximately 75% of 

the total is allocated for drilling, primarily in Alaska and 

the Spraberry field. The remaining 25% will be used for 

expanding facilities and extending leasehold in core assets.

We expect to increase our 2009 production per share by 

at least 5%. Increasing production despite the signifi cant 

reduction in drilling activity highlights the advantages of 

Pioneer’s long-lived assets with low decline rates. These assets 

require minimal maintenance capital and continue to perform 

above expectations. 

We entered this period of low commodity prices with strong 

fi nancial fl exibility which we intend to preserve. For 2009 

and beyond, we are committed to delivering free cash fl ow, 

which we defi ne as discretionary cash fl ow in excess of capital 

expenditures. We have oil and natural gas derivatives in place 

to protect a signifi cant portion of our 2009 cash fl ow, and plan 

to use our free cash fl ow for additional share repurchases and 

debt reduction.

In closing, I want to acknowledge our valued employees and 

the critical role they played in our 2008 success. They met 

and in many cases exceeded the goals we established for the 

year and have already made signifi cant progress in reducing 

our cost structure in order to achieve our 2009 objectives. 

Protecting the environment and maintaining a safe workplace 

requires dedication on the part of every employee, and we 

appreciate the priority they place on these responsibilities. They 

support their communities and make a difference in the lives of 

others with their time and the fi nancial resources they give in 

partnership with Pioneer. As I’ve stated many times before, the 

people of Pioneer are our greatest strength.

We are in a strong fi nancial position to weather this period 

of low prices, so we will be patient and continue our diligent 

focus on reducing costs to prepare for reactivating our drilling 

programs when fundamentals strengthen and prices improve. 

We appreciate your support.

Scott D. Sheffi eld 

Chairman and CEO

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.

Cautionary Note to U.S. Investors -- The United States Securities and Exchange Commission permits oil and gas companies, in their fi lings with the SEC, to 
disclose only proved reserves that a company has demonstrated by actual production or conclusive formation tests to be economically and legally producible under 
existing economic and operating conditions. Pioneer uses certain calculations in this letter, such as a reserve replacement ratio that describes reserve additions from 
discoveries, extensions, technical revisions and acquisitions, excluding the impact of negative price revisions, as a percentage of Pioneer’s 2008 production, that the 
SEC’s guidelines strictly prohibit us from including in fi lings with the SEC. These estimates are by their nature more speculative than estimates of proved reserves 
and accordingly are subject to substantially greater risk of being recovered by Pioneer. U.S. investors are urged to consider closely the disclosures in the Company’s 
periodic fi lings with the SEC, available from the Company at 5205 N. O’Connor Blvd., Irving, Texas 75039, Attention: Investor Relations, and the Company’s website at 
www.pxd.com. These fi lings also can be obtained from the SEC by calling 1-800-SEC-0330.

















































































































































































































PIONEER NATURAL RESOURCES COMPANY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
December 31, 2008, 2007 and 2006 

104

 The Company reports average gas prices per Mcf including the effects of Btu content, gas processing, 
shrinkage adjustments, amortization of deferred VPP revenue and the net effect of gas hedges. The following table 
sets forth (i) the Company's gas prices from continuing operations, both reported (including hedge results and 
amortization of deferred VPP revenue) and realized (excluding hedge results and amortization of deferred VPP 
revenue), (ii) amortization of deferred VPP revenue to gas revenue from continuing operations and (iii) the net 
effect of settlements of gas price hedges on gas revenue from continuing operations for the years ended December 
31, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

Average price reported per Mcf .......................................................................   $ 7.66 $ 7.26  $ 6.15 
Average price realized per Mcf  .......................................................................   $ 7.40 $ 6.04  $ 5.96 
VPP increase to gas revenue (in millions)........................................................   $ 54.1 $ 71.6  $ 74.2 
Increase (decrease) to gas revenue from hedging activity (in millions) (a) ......  $ (17.5) $ 70.6 $ (53.6)
__________ 
(a)  Excludes hedge gains (losses) of $28.1 million and $(1.2) million attributable to discontinued operations for the year 

ended December 31, 2007 and 2006, respectively.  

 Interest rate. During January 2008, the Company entered into interest rate swap contracts and designated the 
contracts as cash flow hedges of the forecasted interest rate risk associated with a portion of the Company's Credit 
Facility indebtedness. The interest rate swap contracts are variable-for-fixed-rate swaps on $400 million notional 
amount of debt at a weighted average fixed annual rate of 2.87 percent, excluding any applicable margins. The 
interest rate swaps had an effective start date of February 2008, with $200 million terminating during February 
2010 and $200 million during February 2011. The Company did not record any ineffectiveness in connection with 
the interest rate swap contracts. 

 Hedge ineffectiveness. The Company recognized ineffectiveness amounts related to (i) hedged volumes that 
exceeded revised forecasts of production volumes due to delays in the start up of production in certain fields and (ii) 
reduced correlations between the indexes of the financial hedge derivatives and the indexes of the hedged 
forecasted production for certain fields. Ineffectiveness can be associated with closed contracts (i.e. realized) or can 
be associated with open positions (i.e. unrealized). During the years ended December 31, 2008, 2007 and 2006, the 
Company recognized net hedge ineffectiveness income (loss) from continuing operations of $(500) thousand, $(2.1) 
million and $18 million, respectively. 

 AOCI - Hedging.  As of December 31, 2008 and 2007, AOCI - Hedging represented net deferred gains 
(losses) of $133.5 and $(228.3) million, respectively. The AOCI - Hedging balance as of December 31, 2008 was 
comprised of $113.5 million of net deferred hedge gains on the effective portions of open cash flow hedges, $100.4 
million of net deferred gains on terminated cash flow hedges (including $2.5 million of net deferred losses on 
terminated cash flow interest rate hedges) and $80.4 million of associated net deferred tax provisions. The AOCI - 
Hedging balance as of December 31, 2007 was comprised of $246.4 million of net deferred losses on the effective 
portions of open cash flow hedges, $114.7 million of net deferred losses on terminated cash flow hedges (including 
$3.1 million of net deferred losses on terminated cash flow interest rate hedges) and $132.8 million of associated 
net deferred tax benefits. The increase in AOCI – Hedging gains during the year ended December 31, 2008 was 
primarily attributable to the decrease in future commodity prices relative to the commodity prices stipulated in the 
hedge contracts and the reclassification of net deferred hedge losses to net income as derivatives matured by their 
terms. The increase in AOCI - Hedging losses during the year ended December 31, 2007 was primarily attributable 
to increases in future commodity prices relative to the commodity prices stipulated in the hedge contracts, partially 
offset by the reclassification of net deferred hedge losses to net income as derivatives matured by their terms. The 
net deferred gains associated with open cash flow hedges remain subject to market price fluctuations until the 
positions are either settled under the terms of the hedge contracts or terminated prior to settlement. The net deferred 
gains on terminated cash flow hedges are fixed. 

 During the year ending December 31, 2009, based on current estimates of future commodity prices, the 
Company expects to reclassify approximately $65.6 million of net deferred gains associated with open commodity 
hedges and $59.9 million of net deferred gains on terminated commodity hedges from AOCI - Hedging to oil and 
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gas revenues. The Company also expects to reclassify approximately $22.3 million of net deferred income tax 
provisions associated with commodity hedges during the year ending December 31, 2009 from AOCI - Hedging to 
income tax expense. 

Terminated commodity hedges. At times, the Company terminates open commodity hedge positions when 
the underlying commodity prices reach a point that the Company believes will be the high or low price of the 
commodity prior to the scheduled settlement of the open commodity position. This allows the Company to 
maximize gains or minimize losses associated with the open hedge positions. At the time of termination of the 
hedges, the amounts recorded in AOCI - Hedging are maintained and amortized to earnings over the periods the 
production was scheduled to occur. 

 The following table sets forth, as of December 31, 2008, the scheduled amortization of net deferred (gains) 
and losses on terminated commodity hedges that will be recognized as (increases) and decreases to the Company's 
future oil and gas revenues: 

First 
Quarter 

Second 
Quarter 

Third
Quarter 

Fourth 
Quarter Total

(in thousands) 

2009 net deferred hedge gains  ..............   $ (25,872) $ (11,449) $ (11,642) $ (11,111 ) $ (60,074)
2010 net deferred hedge gains...............   $ (12,081) $ (12,301) $ (12,517) $ (12,581 ) $ (49,480)
2011 net deferred hedge losses  ............   $ 873 $ 889 $ 903 $ 906  $ 3,571
2012 net deferred hedge losses  ............   $ 810 $ 791 $ 784 $ 772  $ 3,157

 Non-hedge derivatives.  During December 2008, the Company entered into commodity derivative contracts 
that were not designated as hedges under SFAS 133. The Company recognized a loss of $10.6 million associated 
with the change in value of these non-hedge derivative instruments, which amount is included in other expense in 
the accompanying consolidated statement of operations for 2008. 

During December 2007, the Company entered into foreign exchange rate swaps of Canadian dollars ("CND") 
for U.S. dollars ("USD"). The foreign exchange rate swaps were economic hedges of a CND-denominated escrow 
account balance that was funded during November 2007 associated with the sale of Canadian assets (see Note V for 
additional information regarding the sale of the Company's Canadian assets); however, uncertainty regarding the 
matching of cash flow timing between the foreign exchange rate swaps and the liquidation of the CND-
denominated escrow account caused the Company not to designate the foreign exchange rate swaps as hedges. The 
foreign exchange rate swaps matured during May 2008 and were for a notional amount of approximately $131.0 
million USD. The Company recognized a mark-to-market loss of $1.5 million associated with these derivatives 
during 2007 and realized a 2008 cash gain of $1.8 million during 2008, which amounts are included in discontinued 
operations in the accompanying consolidated statement of operations. 

NOTE K. Major Customers and Derivative Counterparties 

 Sales to major customers. The Company's share of oil and gas production is sold to various purchasers who 
must be prequalified under the Company's credit risk policies and procedures. The Company records allowances for 
doubtful accounts based on the agings of accounts receivables and the financial condition of its purchasers and, 
depending on facts and circumstances, may require purchasers to provide collateral or otherwise secure their 
accounts. The Company is of the opinion that the loss of any one purchaser would not have an adverse effect on the 
ability of the Company to sell its oil and gas production. 
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 The following United States purchasers individually accounted for ten percent or more of the consolidated 
oil, NGL and gas revenues, including the revenues from discontinued operations and the results of commodity 
hedges, in at least one of the years, during the years ended December 31, 2008, 2007 and 2006:  

Year Ended December 31, 
2008 2007 2006

Plains Marketing LP  .........................................   13% 14% 12 % 
Oneok Resources  .............................................   6% 11% 12 % 
Occidental Energy Marketing, Inc.  ..................   9% 11% 11 % 
Enterprise Products Partners L.P. ......................   10% 7% 8 %

 Derivative counterparties. The Company uses credit and other financial criteria to evaluate the credit 
standing of, and to select, counterparties to its derivative instruments. Although the Company does not obtain 
collateral or otherwise secure the fair value of its derivative instruments, associated credit risk is mitigated by the 
Company's credit risk policies and procedures. As of December 31, 2008, the Company had no derivative 
counterparties with significant credit risks.  

NOTE L. Asset Retirement Obligations 

 The Company's asset retirement obligations primarily relate to the future plugging and abandonment of wells 
and related facilities. The Company does not provide for a market risk premium associated with asset retirement 
obligations because a reliable estimate cannot be determined. The Company has no assets that are legally restricted 
for purposes of settling asset retirement obligations. The following table summarizes the Company's asset 
retirement obligation transactions during the years ended December 31, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

(in thousands) 

Beginning asset retirement obligations  .............................................   $ 208,184 $ 225,913  $ 157,035 
Liabilities assumed in acquisitions  ..............................................   2,237 4,751   981 
New wells placed on production and changes in estimates (a) .....   23,637 91,067   122,685 
Disposition of wells  .....................................................................   — (30,599 )  (44,042)
Liabilities settled  ..........................................................................   (70,324) (95,980 )  (16,219)
Accretion of discount on continuing operations  ..........................   8,699 7,028   3,726 
Accretion of discount on discontinued operations  .......................   — 1,767   1,904 
Currency translation .....................................................................  — 4,237 (157)

Ending asset retirement obligation .....................................................   $ 172,433 $ 208,184  $ 225,913 
__________ 
(a)  The change in the 2008 estimate is primarily due to lower year-end prices for oil, NGL and gas being used to 

calculate proved reserves at December 31, 2008, which had the effect of shortening the economic life of many wells; 
thus increasing the present value of future retirement obligations. For the years ended December 31, 2007 and 2006, 
the increases include $66.0 million and $75.0 million, respectively, in reclamation and abandonment estimate 
revisions for the East Cameron facilities that were destroyed by Hurricane Rita and is reflected in hurricane activity, 
net in the consolidated statements of operations. 

 The Company records the current and noncurrent portions of asset retirement obligations in other current 
liabilities and other liabilities and minority interests, respectively, in the accompanying consolidated balance sheets. 
The current portion of the Company's asset retirement obligations totaled $29.9 million and $86.9 million as of 
December 31, 2008 and 2007, respectively.  
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NOTE M. Interest and Other Income

 The following table provides the components of the Company's interest and other income during the years 
ended December 31, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

(in thousands) 

Gain on early extinguishment of debt (see Note F) ...........................   $ 23,248 $ —  $ — 
Alaskan Petroleum Production Tax credits .......................................   18,636 74,861   — 
Foreign currency remeasurement and exchange gains (a) .................   8,058 6   361 
Interest income ..................................................................................   3,312 3,038   14,369 
Legal settlements  ..............................................................................   2,495 —   — 
Deferred compensation plan income .................................................   2,007 1,247   879 
Other income .....................................................................................   1,440 3,210   3,689 
Credit card rebate ..............................................................................   1,178 975   837 
Non-hedge derivative settlements (see Note J)  .................................   944 —   7,371 
Alaskan Exploration Incentive Tax credits ........................................   — —   5,570 
Royalty obligation accrual adjustment  .............................................   — 4,816   — 
Sales and other tax refunds ................................................................   — 3,730   645 
Business interruption insurance claim (see Note U) ..........................  — —   7,647 
Bad debt recoveries ...........................................................................  — —   2,130 

Total interest and other income  .................................................   $ 61,318 $ 91,883  $ 43,498 
__________ 
(a)  The Company's current operations in Africa give rise to, and past operations in Argentina and Canada resulted in, 

periodic recognition of monetary assets and liabilities in currencies other than their functional currencies (see Note B 
for information regarding the functional currencies of subsidiary entities). Associated therewith, the Company 
realizes foreign currency remeasurement and transaction gains and losses.  

NOTE N. Asset Divestitures 

 During the years ended December 31, 2008, 2007 and 2006, the Company completed asset divestitures for 
net proceeds of $292.9 million, $553.7 million and $1.6 billion, respectively. Associated therewith, the Company 
recorded losses on disposition of assets in continuing operations of $381 thousand, $2.2 million and $6.5 million 
during the years ended December 31, 2008, 2007 and 2006, respectively, and gains (losses) of $(392) thousand, 
$100.2 million and $731.8 million in discontinued operations in 2008, 2007 and 2006, respectively. The following 
describes the significant divestitures: 

 Canadian divestiture. In November 2007, the Company completed the sale of its Canadian subsidiaries for 
net proceeds of $525.7 million, resulting in a gain of $101.3 million. The net proceeds from the sale of the Canadian 
subsidiaries includes $132.8 million of proceeds that were deposited by the purchaser into the Company's Canadian 
escrow account pending receipt from the Canada Revenue Agency of appropriate tax certifications, which were 
received in January 2008. Accordingly, the accompanying consolidated statements of cash flows for the years ended 
December 31, 2008 and 2007, include approximately $132.0 million and $392.9 million of proceeds from 
disposition of assets, net of cash sold, respectively, pertaining to the sale of the Canadian subsidiaries. As a result of 
this divestiture, the Company has reclassified the historic results of operations, comprehensive income and cash 
flows of its Canadian assets to discontinued operations in accordance with SFAS 144. 

Deepwater Gulf of Mexico and Argentine divestitures. During 2006, the Company sold its interests in 
certain oil and gas properties in the deepwater Gulf of Mexico for net proceeds of $1.2 billion, resulting in a gain of 
$725.3 million and its Argentine assets for net proceeds of $669.6 million, resulting in a gain of $10.9 million. 
Pursuant to SFAS 144, the gain and the results of operations from these assets have been reclassified to 
discontinued operations. See Note V for additional information. 
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Derivative asset divestitures. During 2008, the Company terminated derivative assets prior to their 
contractual maturity dates. The accompanying consolidated statement of cash flows for the year ended December 
31, 2008 includes approximately $155.0 million of proceeds from disposition of assets attributable to these 
derivative terminations. Net gains attributable to these derivatives are included in AOCI – Hedging as of December 
31, 2008. See Note J for additional information regarding the Company's derivative activities. 

NOTE O. Other Expense 

 The following table provides the components of the Company's other expense during the years ended 
December 31, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

(in thousands) 

Bad debt expense (a) .......................................................................   $ 30,119 $ 5,119  $ 4,733 
Idle drilling equipment costs (b) .....................................................    29,761  8,682   275 
Rig contract terminations (c) ...........................................................   24,778 —   — 
Contingency and environmental accrual adjustments  ....................   12,449 14,750   10,119 
Non-hedge derivative losses ...........................................................   10,593 —   6,517 
Other charges ..................................................................................   6,353 1,125   4,957 
Colorado severance tax audit adjustment ........................................   5,730 —   — 
Rig impairment  ..............................................................................   3,382 —   — 
Well servicing operations ................................................................   3,289 3,245   1,722 
Derivative ineffectiveness (See Note J) ..........................................   499 2,135   (10,595)
Foreign currency remeasurement and exchange losses (d) .............   112 184   580 
Loss on early extinguishment of debt (See Note F) ........................   — —   8,076 
Insurance charges ............................................................................   — —   4,000 
Contingency settlements and costs ..................................................   — 1,363   1,489 
Postretirement benefit obligation revaluation .................................   — (10,562 )  642 
Abandoned acquisitions and divestitures ........................................   — 3,385   1,775 

Total other expense  ...................................................................   $ 127,065 $ 29,426  $ 34,290 
__________

(a) Includes a $19.6 million SemGroup bad debt allowance in 2008. See Note I for more information. 
(b) Represents stacked drilling rig costs under contractual drilling rig commitments. 
(c) Represents costs incurred to terminate contractual drilling rig commitments prior to their contractual maturities. 
(d)  The Company's current operations in Africa give rise to, and past operations in Argentina and Canada resulted in, 

periodic recognition of monetary assets and liabilities in currencies other than their functional currencies (see Note B 
for information regarding the functional currencies of subsidiary entities). Associated therewith, the Company 
realizes foreign currency remeasurement and transaction gains and losses.  

NOTE P. Income Taxes 

 The Company accounts for income taxes in accordance with the provisions of SFAS No. 109, "Accounting 
for Income Taxes" ("SFAS 109"). The Company and its eligible subsidiaries file a consolidated United States 
federal income tax return. Certain subsidiaries are not eligible to be included in the consolidated United States 
federal income tax return and separate provisions for income taxes have been determined for these entities or groups 
of entities. The tax returns and the amount of taxable income or loss are subject to examination by United States 
federal, state, local and foreign taxing authorities. Current and estimated tax payments (net of refunds) of $70.3 
million, $29.5 million and $153.1 million were made during the years ended December 31, 2008, 2007 and 2006, 
respectively.

 SFAS 109 requires that the Company continually assess both positive and negative evidence to determine 
whether it is more likely than not that deferred tax assets can be realized prior to their expiration. Pioneer monitors 
Company-specific, oil and gas industry and worldwide economic factors and assesses the likelihood that the 
Company's net operating loss carryforwards ("NOLs") and other deferred tax attributes in the United States, state, 
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local and foreign tax jurisdictions will be utilized prior to their expiration. As of December 31, 2008 and 2007, the 
Company's valuation allowances (relating primarily to foreign tax jurisdictions) were $37.5 million and $24.8 
million, respectively.  

 The Company adopted the provisions of FASB Interpretation No. 48, "Accounting for Uncertainty in Income 
Taxes" ("FIN 48") on January 1, 2007. In conjunction with the implementation of FIN 48, the Company analyzed 
its filing positions for open tax years in all of the United States federal, state and foreign jurisdictions where it has 
material tax attributes and is required to file income tax returns. Upon adoption, the Company believed that its 
income tax filing positions and deductions would be substantially sustained on audit and did not anticipate any 
significant adjustments. Consequently, the Company's adoption of FIN 48 did not have a material impact on the 
Company. As of December 31, 2008, the Company did not have a liability for unrecognized tax benefits that, if 
recognized, would affect the Company's effective tax rate and no significant unrecognized tax benefits are 
anticipated in 2009.  

 In connection with the adoption of FIN 48, the Company established a policy to account for interest charges 
with respect to income taxes as interest expense and any penalties, with respect to income taxes, as other expense in 
the consolidated statement of operations. 

 The Company files income tax returns in the U.S. federal jurisdiction, and various state and foreign 
jurisdictions. With few exceptions, the Company believes that it is no longer subject to examinations by tax 
authorities for years before 2003. In January 2009, the Internal Revenue Service ("IRS") began a limited 
examination of the Company's 2006 U.S. federal income tax return. In addition, the Company's 2004 and 2005 state 
income tax returns in Colorado are currently under audit. As of December 31, 2008, there are no proposed 
adjustments or uncertain positions in any jurisdiction that would have a significant affect on the Company's future 
results of operations or financial position. The Company's earliest open years in its key jurisdictions are as follows: 

United States ......................................................  2005 
Various U.S. states .............................................  2004 
Tunisia................................................................  2003 
South Africa .......................................................  2003 

Pursuant to Accounting Principles Board ("APB") Opinion No. 23 "Accounting for Income Taxes – Special 
Areas," the Company historically treated the undistributed earnings in South Africa as permanently reinvested and 
did not provide for a U.S. tax on such earnings. During the second quarter of 2007, the Company made the 
determination that it no longer had identifiable plans to reinvest these earnings in South Africa and accordingly 
began recording deferred tax expense. For the years ended December 31, 2008 and 2007, the Company recorded 
$15.8 million and $18.9 million, respectively, of U.S. income taxes for the results of operations of its South African 
subsidiaries. 
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 The Company's income tax provision (benefit) and amounts separately allocated were attributable to the 
following items for the years ended December 31, 2008, 2007 and 2006:  

Year Ended December 31, 
2008 2007 2006

(in thousands) 

Income from continuing operations .............................................................  $ 205,639 $ 112,645  $ 141,021 
Income from discontinued operations ..........................................................  (839) (17,972 )  295,501 
Changes in goodwill  - tax benefits related to stock-based compensation ....  (307) 961   (1,742)
Changes in stockholders' equity:    

Net deferred hedge gains (losses) .............................................................  213,151 (28,304 )  193,719 
Tax benefits related to stock-based compensation ...................................  (367) (3,908 )  (4,247)
Translation adjustment .............................................................................  (3,815) 644   8,421 

 $ 413,462 $ 64,066  $ 632,673 

 The Company's income tax provision (benefit) attributable to income from continuing operations consisted of 
the following for the years ended December 31, 2008, 2007 and 2006:  

Year Ended December 31, 
2008 2007 2006

(in thousands) 
Current: 

U.S. federal ..........................................................................................   $ (19,954) $  (60,320 ) $  (54,004)
U.S. state and local ...............................................................................   665 331   (52)
Foreign .................................................................................................   67,980 48,815   33,316 

48,691 (11,174 ) (20,740)
Deferred: 

U.S. federal ..........................................................................................   123,457 132,246   126,215 
U.S. state and local ...............................................................................   423 6,576   18,438 
Foreign .................................................................................................   33,068 (15,003 )  17,108 

156,948 123,819 161,761

 $ 205,639 $ 112,645  $ 141,021 

 Income from continuing operations before income taxes consists of the following for the years ended 
December 31, 2008, 2007 and 2006:  

Year Ended December 31, 
2008 2007 2006

(in thousands) 

U.S. federal .............................................................................................   $ 243,542 $ 309,262  $ 235,049 
Foreign ....................................................................................................  182,911 45,362 56,189

 $ 426,453 $ 354,624  $ 291,238 
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 Reconciliations of the United States federal statutory tax rate to the Company's effective tax rate for income 
from continuing operations are as follows for the years ended December 31, 2008, 2007 and 2006:  

Year Ended December 31, 
2008 2007 2006

(in percentages) 

U.S. federal statutory tax rate .......................................................................................  35.0 35.0  35.0 
State income taxes (net of federal benefit) ...................................................................  0.3 2.2  1.7 
U.S. valuation allowance changes ................................................................................  0.1 0.1  0.3
Foreign valuation allowances .......................................................................................  3.2 6.9  8.8 
Rate differential on foreign operations .........................................................................  6.1 4.8  4.7
West Africa exit (U.S. federal benefit) ........................................................................  — (15.4 )  — 
South Africa expenditures uplift - 50% of development capital expenditures .............  (0.1) (4.4 )  — 
South Africa earnings (U.S. federal income taxes) ......................................................  3.7 5.3   — 
Other ............................................................................................................................  (0.1) (2.7 ) (2.1) 

Consolidated effective tax rate .............................................................................  48.2 31.8  48.4 

 The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and 
deferred tax liabilities are as follows as of December 31, 2008 and 2007:  

December 31, 
2008 2007

(in thousands) 
Deferred tax assets: 

Net operating loss carryforwards ................................................................................   $ 230,483  $ 103,918 
Alternative minimum tax credit carryforwards ...........................................................   21,714   41,668 
Net deferred hedge losses ...........................................................................................   —  132,763 
Asset retirement obligations ........................................................................................   56,225   71,396 
Other ...........................................................................................................................   55,436   47,457 

Total deferred tax assets ..........................................................................................   363,858   397,202 
Valuation allowances ..................................................................................................   (37,456 )  (24,838) 

Net deferred tax assets ............................................................................................   326,402   372,364 
Deferred tax liabilities:     

Oil and gas properties, principally due to differences in basis, depletion and the 
deduction of intangible drilling costs for tax purposes ........................................   1,545,903   1,317,571 

South Africa earnings (U.S. federal income taxes) .....................................................   34,686   18,934 
State taxes and other ...................................................................................................   137,213   147,200 
Net deferred hedge gains .............................................................................................   79,066   —

Total deferred tax liabilities ....................................................................................   1,796,868   1,483,705 
Net deferred tax liability .................................................................................................   $ (1,470,466 ) $  (1,111,341) 
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 At December 31, 2008, the Company had NOLs in the United States, South Africa and Tunisia for income 
tax purposes as set forth below, which are available to offset future regular taxable income in each respective tax 
jurisdiction, if any. Additionally, the Company has alternative minimum tax NOLs ("AMT NOLs") in the United 
States which are available to reduce future alternative minimum taxable income, if any. These carryforwards expire 
as follows: 

U.S. South Africa Tunisia 
Expiration Date NOL AMT NOL NOL NOL

(in thousands) 

2009 ................................................................................  $ 29,999 $ 32,003 $ —  $ — 
2010 ................................................................................  49,858 47,854 —   — 
2020 ................................................................................  5,588 5,055 —   — 
2021 ................................................................................  53 — —   — 
2028 ................................................................................  440,503 270,787 —   — 
Indefinite ......................................................................... — — 74,000 63,068

 $ 526,001 $ 355,699 $ 74,000  $ 63,068 

 The Company believes that $41.5 million of the U.S. NOLs and $40.9 million of AMT NOLs are subject to 
Section 382 of the Internal Revenue Code and will become available to offset future regular or alternative minimum 
taxable income over the next two years. Pursuant to the provisions of SFAS 123(R), the Company's $230.5 million 
deferred tax asset related to regular NOL carryforwards at December 31, 2008 is net of $6.6 million of unrealized 
excess tax benefits from stock based compensation.

 The Company's income tax provision (benefit) attributable to income from discontinued operations consisted 
of the following for the years ended December 31, 2008, 2007 and 2006:  

Year Ended December 31, 
2008 2007 2006

(in thousands) 
Current: 

U.S. federal ..........................................................................................   $ — $ —  $ 145,623 
U.S. state and local ...............................................................................   — —   1,421 
Foreign .................................................................................................   300 4,915   4,633 

300 4,915 151,677
Deferred: 

U.S. federal ..........................................................................................   (1,139) (21,612 )  144,387 
U.S. state and local ...............................................................................   — —   6,449 
Foreign .................................................................................................   — (1,275 )  (7,012)

(1,139) (22,887 ) 143,824

$ (839) $ (17,972 ) $ 295,501 

NOTE Q. Income Per Share From Continuing Operations 

 Basic income per share from continuing operations is computed by dividing income from continuing 
operations by the weighted average number of common shares outstanding for the period. The computation of 
diluted income per share from continuing operations reflects the potential dilution that could occur if securities or 
other contracts to issue common stock that are dilutive to income from continuing operations were exercised or 
converted into common stock or resulted in the issuance of common stock that would then share in the earnings of 
the Company. 
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 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, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

(in thousands) 

Basic income from continuing operations .......................................  $ 220,814 $ 241,979  $ 150,217 
Interest expense on convertible notes, net of tax ............................. —  — 1,903

Diluted income from continuing operations ....................................  $ 220,814 $ 241,979  $ 152,120 

 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, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

(in thousands) 
Weighted average common shares outstanding (a): 

Basic ..............................................................................................................   117,462 120,158  124,359 
Dilutive common stock options (b) ................................................................   247 433  747 
Restricted stock awards ..................................................................................   698 1,045  989 
Contingently issuable - performance shares (c) .............................................   90 23   — 
Convertible notes dilution (d) ........................................................................   148  —  1,513 

Diluted ...........................................................................................................  118,645 121,659 127,608
__________ 
(a)  In 2007, the Board authorized share repurchases of up to $750 million of the Company's common stock. Through 

December 31, 2008, the Company had repurchased $378.0 million of common stock under this 2007 authorized 
program.

(b) Common stock options to purchase 91,819 shares of common stock were outstanding but not included in the 
computation of diluted income per share from continuing operations for 2008 because the exercise prices of the 
options were greater than the average market price of the common shares and would be anti-dilutive to the 
computation. 

(c) During the years ended December 31, 2008 and 2007, the Company awarded 162,951 and 145,820 of performance 
unit awards, respectively. Associated therewith, awards for 295,443 and 142,326 performance units remained 
outstanding (net of forfeitures and lapses) as of December 31, 2008 and 2007, respectively. 

(d) During 2006, holders of the $100 million of 4 3/4% Senior Convertible Notes exercised their conversion rights. 
During 2008, the Company issued $500 million of 2.875% Senior Convertible Notes and repurchased $20.0 million 
principal amount during the fourth quarter of 2008. See Note F for information regarding the conversion rights of the 
note holders. 
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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. 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, 2008, 2007 and 2006. 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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United
States

South 
Africa Tunisia Other Headquarters 

Consolidated
Total

(in thousands) 
Year ended December 31, 2008: 
Revenues and other income: 

Oil and gas .................................................   $ 1,943,131 $ 118,836 $ 215,383 $ —  $ — $ 2,277,350 
Interest and other .......................................    — — — —   61,318 61,318 
Gain (loss) on disposition of assets, net .....    513 — — —   (894) (381)

1,943,644 118,836 215,383 — 60,424 2,338,287
Costs and expenses: 

Oil and gas production ...............................    536,462 39,079 19,699 —   — 595,240 
Depletion, depreciation and amortization ..    440,978 27,629 14,333 —   28,906 511,846 
Impairment of oil and gas properties ..........    104,269 — — —   — 104,269 
Exploration and abandonments ..................    197,758 143 37,629 —   — 235,530 
General and administrative ........................    — — — —   141,823 141,823 
Accretion of discount on asset retirement 

obligations ..........................................    — — — —   8,699 8,699 
Interest .......................................................    — — — —   153,577 153,577 
Hurricane activity, net ................................    12,150 — — —   — 12,150 
Minority interest in consolidated 

subsidiaries' net income .....................    21,635 — — —   — 21,635 
Other ..........................................................    — — — —   127,065 127,065 

1,313,252 66,851 71,661 — 460,070 1,911,834 
Income (loss) from continuing operations 

before income taxes ...............................    630,392 51,985 143,722 —   (399,646) 426,453 
Income tax benefit (provision) .......................    (233,245) (15,076) (86,490) —   129,172 (205,639)
Income (loss) from continuing operations .....   $ 397,147 $ 36,909 $ 57,232 $ —  $ (270,474) $ 220,814 

Year ended December 31, 2007:
Revenues and other income: 

Oil and gas .................................................   $ 1,552,780 $ 81,730 $ 106,341 $ —  $ — $ 1,740,851 
Interest and other .......................................    — — — —   91,883 91,883 
Gain (loss) on disposition of assets, net .....    844 — — —   (3,007) (2,163)

1,553,624 81,730 106,341 — 88,876 1,830,571
Costs and expenses: 

Oil and gas production ...............................    386,914 25,820 8,004 —   — 420,738 
Depletion, depreciation and amortization ..    337,024 13,901 7,804 —   28,668 387,397 
Impairment of oil and gas properties ..........    5,687 — — 20,528   — 26,215 
Exploration and abandonments ..................    231,638 276 16,743 30,672   — 279,329 
General and administrative ........................    — — — —   129,587 129,587 
Accretion of discount on asset retirement 

obligations ..........................................    — — — —   7,028 7,028 
Interest .......................................................    — — — —   135,270 135,270 
Hurricane activity, net ................................    61,309 — — —   — 61,309 
Minority interest in consolidated 

subsidiaries' net loss ...........................    (352) — — —   — (352)
Other ..........................................................    — — — —   29,426 29,426 

1,022,220 39,997 32,551 51,200   329,979 1,475,947 
Income (loss) from continuing operations 

before income taxes ...............................    531,404 41,733 73,790 (51,200 )  (241,103) 354,624 
Income tax benefit (provision) .......................    (196,489) (12,103) (45,545) —   141,492 (112,645)
Income (loss) from continuing operations .....   $ 334,915 $ 29,630 $ 28,245 $ (51,200 ) $ (99,611) $ 241,979 
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United
States

South
Africa Tunisia Other Headquarters

Consolidated
Total

Year ended December 31, 2006: 
Revenues and other income: 

Oil and gas ...............................................  $ 1,302,029  $ 99,309  $ 57,602  $ —  $ —   $ 1,458,840  
Interest and other ...................................... — — — — 43,498 43,498
Loss on disposition of assets, net .............  (451)  — — —  (6,008 )  (6,459)  

1,301,578 99,309 57,602 — 37,490 1,495,979
Costs and expenses: 

Oil and gas production .............................  324,049  21,795  3,222  —  —   349,066  
Depletion, depreciation and  

 amortization .................................... 276,921 9,455 4,007 — 23,698 314,081
Exploration and abandonments ................  172,859  7,516  14,616  55,205  —   250,196  
General and administrative ....................... — — — — 116,595 116,595
Accretion of discount on asset  

 retirement obligations ......................  — — — —  3,726   3,726  
Interest ..................................................... — — — — 107,050 107,050
Hurricane activity, net ..............................  32,000  — — —  —   32,000  
Minority interest in consolidated 

 subsidiaries' net loss ........................ (2,263) — — — — (2,263)
Other ........................................................  — — — —  34,290   34,290  

803,566 38,766 21,845 55,205 285,359 1,204,741
Income (loss) from continuing operations 

before income taxes ..............................  498,012  60,543  35,757  (55,205)  (247,869 )  291,238  
Income tax benefit (provision) ..................... (183,427) (17,557) (22,450) — 82,413 (141,021)
Income (loss) from continuing operations ....  $ 314,585  $ 42,986  $ 13,307  $  (55,205)  $  (165,456 )  $ 150,217  

December 31, 
2008 2007 2006

Segment Assets: (in thousands) 
     

United States ............................................................................................   $ 8,524,622 $ 7,932,366  $ 6,395,046 
Tunisia .....................................................................................................   299,168 216,221   72,142 
South Africa .............................................................................................   241,619 294,491   176,789 
Headquarters ............................................................................................   97,769 163,467   120,728 
Argentina .................................................................................................   — 8,076   2,444 
West Africa ..............................................................................................   — 2,360   41,238 
Canada .....................................................................................................   — —   547,012 

Total consolidated assets ..............................................................................  $ 9,163,178 $ 8,616,981 $ 7,355,399

NOTE S.  Impairment of Assets 

The Company reviews its assets for impairment, including intangible assets, oil and gas properties and other 
long-lived assets, whenever events or circumstances indicate that their carrying values may not be recoverable. 
During the years ended December 31, 2008 and 2007, the Company recognized aggregate charges for the 
impairment of oil and gas properties of $104.3 million and $26.2 million, respectively.  
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 United States impairment. During the second half of 2008, declines in commodity prices led to the 
impairment of $17.1 million of net assets in the Company's Mississippi area and $130.0 million of net assets in the 
Company's Uinta/Piceance area. In addition, the decline in commodity prices also provided an indication that the 
United States reporting unit's $310.6 million of goodwill may have been impaired as of December 31, 2008.  

Goodwill assessments. In accordance with SFAS 142, the Company assesses its goodwill for impairment 
annually on July 1, and on July 1, 2008, the Company's assessment of goodwill indicated that it was not impaired. 
As a result of declines in commodity prices and a significant decline in the Company's market capitalization during 
the second half of 2008, the Company reassessed whether the fair value of its net assets supported the carrying 
value of the Company's goodwill at its United States reporting unit. The Company's reassessment indicated that its 
goodwill was not impaired as of December 31, 2008.  

 The Company's assessments of goodwill for impairment include estimates of the fair value of its United 
States reporting unit and comparisons of those fair value estimates with the United States reporting unit's carrying 
value. The Company's estimates of the fair value of its United States reporting unit entailed estimating the fair 
values of the reporting unit's assets and liabilities. The primary component of those assets and liabilities is 
comprised of the reporting unit's oil and gas properties, whose estimated values were based on the estimated 
discounted future net cash flows expected to be recovered from the properties. The Company's primary assumptions 
in preparing the estimated discounted future net cash flows expected to be recovered from the properties are based 
on (i) proved reserves and risk-adjusted probable reserves, (ii) management's price outlook, including assumptions 
as to inflation of costs and expenses, (iii) the Company's weighted average cost of capital and (iv) future income tax 
expense attributable to the net cash flows.  

 Due to the significant decline in the Company's market capitalization at the end of 2008, the Company 
expanded its assessment of goodwill impairment to consider the fair value of the United States reporting unit as 
determined using both the previously described discounted future net cash flow approach and a market approach. 
The Company assessed market capitalization over the 30-day and 60-day periods prior to December 31, 2008 and 
performed sensitivity valuations of the United States reporting unit's net assets based on varying valuation 
combinations of future discounted cash flow assumptions (including assessing future cash flows from proved 
properties only), market capitalization, control premiums, price inflation assumptions and discount rate 
assumptions. Those assessments indicated that the United States goodwill was not impaired as of December 31, 
2008. However, the continuation of commodity price declines during the first quarter of 2009 provides an indication 
that goodwill may be at risk of future impairment. The Company will continue to assess its goodwill for impairment 
and such assessments may be affected by (i) additional United States reserve adjustments, both positive and 
negative, (ii) results of drilling activities, (iii) changes in management's outlook on commodity prices and costs and 
expenses, (iv) changes in the Company's market capitalization, (v) changes in the Company's weighted average cost 
of capital and (vi) changes in income taxes.  

Oil and gas properties assessments. During the second half of 2008, the downward adjustments to proved 
reserves associated with declines in commodity prices and well performance led to the impairment of  $17.1 million 
of net assets in the Company's Mississippi area and $130.0 million of net assets in the Company's Uinta/Piceance 
area. The Company's estimates of the undiscounted future cash flows attributed to the assets indicated that their 
carrying amounts were not expected to be recovered. Consequently, the Company recorded a $14.5 million noncash 
charge during the fourth quarter of 2008 to reduce the carrying value of the Mississippi area oil and gas properties 
and an $89.8 million noncash charge during the third quarter of 2008 to reduce the carrying value of the 
Uinta/Piceance area oil and gas properties. The impairment charges reduced the oil and gas properties' carrying 
values to their estimated fair values, represented by the estimated discounted future cash flows attributable to the 
assets.

 The Company's primary assumptions of the estimated future cash flows attributable to oil and gas properties 
are based on (i) proved reserves and risk-adjusted probable and possible reserves and (ii) management's commodity 
price outlook. It is reasonably possible that the Company's estimate of undiscounted future cash flows attributable 
to oil and gas properties, including the Uinta/Piceance area that has a December 31, 2008 carrying value of 
approximately $45.0 million, may change in the future resulting in the need for additional charges to reduce the 
carrying amount of the Company's oil and gas properties. The primary factors that may affect future cash flows are 
(i) additional reserve adjustments, both positive and negative, (ii) results of future drilling activities, (iii) changes in 
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management's outlook on commodity prices and (iv) increases or decreases in production and capital costs 
associated with these assets. 

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. 

Nigerian impairment. In 2007, the Company withdrew 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 a Nigeria 
subsidiary to an unaffiliated third party. In connection with the Company's withdrawal from Block 320 and the 
disposition of its shares in the Nigerian subsidiary, the Company recorded a $10.2 million noncash impairment 
charge during 2007. 

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 an arbitration that was active among the parties participating in the Block H prospect. 

South African assets. During the fourth quarter of 2008, the decline in commodity prices indicated that 
approximately $237.2 million of net assets in the Company's South African South Coast Gas project may have been 
partially impaired. The Company's estimate, as of December 31, 2008, of undiscounted future cash flows attributed 
to the South Coast Gas project assets indicated that their carrying amounts are expected to be recovered. 

 The Company's primary assumptions of the estimated future cash flows attributable to the South Coast Gas 
project are based on (i) proved reserves and risk-adjusted probable reserves and (ii) management's commodity price 
outlook. Probable reserves attributable to the South Coast Gas project represent reserve recoveries during a period 
over which the gas-to-liquids ("GTL") production facility, through which the project's production is transported to 
consuming markets, may become uneconomic without additional throughput from third-party projects that are 
presently considered likely of extending its economic life and allowing probable reserve recoveries. It is reasonably 
possible that the Company's estimate of undiscounted future cash flows attributable to South Coast Gas project's 
assets may change in the future resulting in an impairment charge to reduce the assets' carrying amount. The 
primary factors that may affect future cash flows are (i) additional reserve adjustments, both positive and negative, 
(ii) results of third-party projects, (iii) changes in management's outlook on commodity prices, (iv) increases or 
decreases in production and capital costs associated with these assets and projects and (v) future gas consumption 
and sales agreements in South Africa. 

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 
Bcf of gas volumes over an expected five-year term that began in February 2005. The second VPP sold 10.8 million 
barrels ("MMBbls") of oil volumes over an expected seven-year term that began in January 2006. The third VPP 
sold 6.0 Bcf 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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 The following table provides information about the deferred revenue carrying values of the Company's 
VPPs: 

Gas Oil Total
(in thousands) 

Deferred revenue at December 31, 2007 ............................   $ 103,513 $ 379,767  $ 483,280 
Less: 2008 amortization .....................................................  (54,078) (104,061 ) (158,139)

Deferred revenue at December 31, 2008 ............................   $ 49,435 $ 275,706  $ 325,141 

 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): 

2009 ..............................................................................................   $ 147,906  
2010 ..............................................................................................   90,215  
2011 ..............................................................................................   44,951  
2012 ..............................................................................................   42,069  
  $ 325,141  

NOTE U.  Insurance Claims 

 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 in September 2005, the Company's East Cameron facility, located in the Gulf of 
Mexico shelf, was destroyed. The Company currently estimates that it will expend approximately $22 million of 
additional capital to complete the reclamation and abandonment of the East Cameron facility. The operations to 
reclaim and abandon the East Cameron facilities began in January 2007. The original estimate to reclaim and 
abandon the East Cameron facility was based upon an analysis prepared by a third party engineering firm and an 
estimate by the Company for portions of the remaining work that was not covered by the third-party analysis. 
During 2008, 2007 and 2006, the Company recorded obligation charges for changes in estimates to reclaim and 
abandon the East Cameron facility of $9.0 million, $66.0 million and $75.0 million, respectively, which amounts 
are included in hurricane activity, net in the accompanying consolidated statements of operations. 

 The $22 million estimate of expenditures necessary to complete the reclamation and abandonment of 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. The Company 
currently believes the project will be completed during 2010 and the remaining expenditures could range from $22 
million to $37 million. Currently, no better estimate within the range can be determined. Thus the Company has 
recorded the estimated provision of $22 million as of December 31, 2008. Since January 2007, the Company has 
expended approximately $163.1 million to reclaim and abandon the East Cameron facility. 
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 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: (i) $14 million of scheduled 
property value for the platform, (ii) $4 million of scheduled business interruption insurance after a deductible 
waiting period, (iii) $100 million of well restoration and safety, in total, for all assets per occurrence and (iv) $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 hurricane activity, net in the accompanying consolidated statement of 
operations for the year ended December 31, 2006. The estimated insurance recoveries are included in other assets in 
the accompanying consolidated balance sheets in the amounts of $35 million and $43 million as of December 31, 
2008 and 2007, respectively, and are related to the estimated costs for the debris removal portion of the claim filed 
with the insurance providers. 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 
from one of its insurance providers related to debris removal, which is reflected in hurricane activity, net in the 
consolidated statement of operations for the year ended December 31, 2008. At 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. The Company continues to expect that a substantial 
portion of the East Cameron facility loss will be recoverable from insurance. 

NOTE V. Discontinued Operations 

 During 2008, 2007 and 2006, the Company sold its interests in the following significant oil and gas assets:   

Country Description of Assets Date Divested Net Proceeds Gain
      (in millions) 
United States  Deepwater Gulf of Mexico fields  March 2006  $ 1,156.9 (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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 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, 2008, 2007 and 2006: 

Year Ended December 31, 
2008 2007 2006

(in thousands) 
Revenues and other income: 

Oil and gas .....................................................................................   $ (18) $ 135,842  $ 322,426 
Interest and other............................................................................   2,176 1,885   33,550 
Gain (loss) on disposition of assets, net (a) ....................................   (392) 100,178   731,827 

1,766 237,905 1,087,803
Costs and expenses: 

Oil and gas production ...................................................................   — 55,400   80,514 
Depletion, depreciation and amortization (a) .................................   — 34,502   82,770 
Exploration and abandonments (a) .................................................   — 14,423   21,275 
General and administrative ............................................................   826 12,302   14,501 
Accretion of discount on asset retirement obligations (a) ..............   — 1,767   1,904 
Interest ...........................................................................................   31 389   442 
Other ..............................................................................................   2,499 6,345   1,382 

3,356 125,128 202,788
Income from discontinued operations before income taxes ...............   (1,590) 112,777   885,015 
Income tax benefit (provision):    

Current ...........................................................................................   (300) (4,915 )  (151,677)
Deferred (a) ....................................................................................   1,139 22,887   (143,824)

Income from discontinued operations ................................................  $ (751) $ 130,749 $ 589,514
__________ 
(a)  Represents the significant noncash components of discontinued operations included in the Company's consolidated 

statements of cash flows.  

NOTE W. Subsequent Events - Unaudited 

 FSP APB 14-1. Effective January 1, 2009, the Company adopted the provisions of FSP APB 14-1. In 
accordance therewith, the Company applied the provisions of FSP APB 14-1 on a retrospective basis. The initial 
adoption of FSP APB 14-1 is expected to decrease the carrying value of the Company's 2.875% Senior Convertible 
Notes by approximately $81 million, increase shareholders' equity by approximately $51 million and increase 
deferred tax liabilities by approximately $30 million. The retrospective application of the provisions of FSP APB 
14-1 includes an increase in the Company's annual interest expense of approximately $14 million over amounts 
recognized prior to the adoption of FSP APB 14-1. 

 Derivative activities. Effective February 1, 2009, the Company discontinued hedge accounting on all existing 
commodity derivative instruments, and from that date forward will account for derivative instruments using the 
mark-to-market accounting method. Therefore, the Company will recognize all future changes in the fair values of 
its derivative contracts as gains and losses in the earnings of the period in which they occur.  
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Capitalized Costs 

December 31,  
2008 2007

(in thousands) 
Oil and gas properties: 
Proved  ............................................................................................................................   $ 10,167,220  $ 8,973,634 
Unproved  .......................................................................................................................   204,183   277,479 
Capitalized costs for oil and gas properties  ...................................................................   10,371,403   9,251,113 
Less accumulated depletion, depreciation and amortization  ..........................................   (2,511,401 )  (2,028,472)

Net capitalized costs for oil and gas properties  .......................................................   $ 7,860,002  $ 7,222,641 

Costs Incurred for Oil and Gas Producing Activities (a) 
Property 

Acquisition Costs  Exploration
Costs 

Development
Costs 

Total
Costs 

Incurred Proved Unproved 
(in thousands) 

Year Ended December 31, 2008: 
United States  ................................   $ 87,482 $ 50,126 $ 322,086 $ 860,754  $ 1,320,448 
South Africa ..................................    — — 145 7,062   7,207 
Tunisia ..........................................    — — 104,343 28,902   133,245 
Total  .............................................   $ 87,482 $ 50,126 $ 426,574 $ 896,718  $ 1,460,900 

Year Ended December 31, 2007: 
United States .................................   $ 331,526 $ 200,767 $ 335,778 $ 1,058,259  $ 1,926,330 
Canada  .........................................    82 3,620 32,160 64,584   100,446 
South Africa ..................................     —  — 276 111,178   111,454 
Tunisia ..........................................     — 718 104,585 9,785   115,088 
Other (b) ........................................     —  — 23,905  —   23,905 
Total  .............................................   $ 331,608 $ 205,105 $ 496,704 $ 1,243,806  $ 2,277,223 

Year Ended December 31, 2006:        
United States .................................   $ 78,318 $ 109,321 $ 296,301 $ 700,340  $ 1,184,280 
Argentina  .....................................     — 2 10,223 25,542   35,767 
Canada  .........................................     — 19,932 103,245 105,487   228,664 
South Africa ..................................     —  — 288 131,475   131,763 
Tunisia ..........................................     — 5,000 40,813 336   46,149 
Other (b) ........................................     — 10,584 36,172  —   46,756 
Total  .............................................   $ 78,318 $ 144,839 $ 487,042 $ 963,180  $ 1,673,379 

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

obligations:  
Year Ended December 31, 

2008 2007 2006
(in thousands) 

Proved property acquisition costs  ..................................   $ 2,237 $ 4,751 $ 981  
Exploration costs  ...........................................................   749 1,499  3,376  
Development costs .........................................................   22,515 26,879  41,110  

Total  ......................................................................  $ 25,501 $ 33,129 $ 45,467 

(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, 2008, 2007 and 2006, which were 
located in the United States, 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, 2008, 2007 and 2006 utilized 
respective oil prices of $43.00, $95.45 and $60.54 per Bbl (reflecting adjustments for oil quality), respective NGL 
prices of $20.07, $56.13 and $29.82 per Bbl, and respective gas prices of $4.63, $6.12 and $5.13 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, 2008, 2007 and 2006, 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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Year Ended December 31, 
2008 2007 2006

Oil & 
NGLs

(MBbls)
Gas

(MMcf)(a) 
Total

(MBOE) 

Oil & 
NGLs

(MBbls)
Gas

(MMcf)(a) 
Total

(MBOE) 

Oil & 
NGLs

(MBbls)
Gas

(MMcf)(a) 
Total

(MBOE) 
Total Proved Reserves: 
UNITED STATES 
Balance, January 1  .........................   451,091  2,903,055 934,933 406,725 2,685,961 854,385  385,771  2,750,856 844,247
Revisions of previous estimates......   (14,654 ) (92,794) (30,120) 15,571 35,542 21,495  (7,467 ) (10,664) (9,244)
Purchases of minerals-in-place  ......   4,470  58,758 14,263 19,678 184,478 50,424  41,825  52,308 50,543
Extensions and discoveries .............   23,037  202,284 56,751 22,692 131,277 44,571  11,948  136,712 34,733
Production (b)  ................................   (15,052 ) (154,274) (40,764) (13,575) (132,840) (35,715 ) (14,091 ) (134,445) (36,499)
Sales of minerals-in-place  .............   — — — — (1,363) (227) (11,261 ) (108,806) (29,395)
Balance, December 31 (c) ..............   448,892  2,917,029 935,063 451,091 2,903,055 934,933  406,725  2,685,961 854,385
ARGENTINA        
Balance, January 1  .........................   — — — — — —  34,024  404,323 101,411
Revisions of previous estimates  .....   — — — — — — (306) (2,043) (646)
Extensions and discoveries  ............   — — — — — —  135  4,576 898
Production (b)  ................................   — — — — — — (1,072 ) (16,025) (3,743)
Sales of minerals-in-place ..............   — — — — — — (32,781 ) (390,831) (97,920)
Balance, December 31  ...................   — — — — — — — — —
CANADA        
Balance, January 1  .........................   — — — 2,199 173,509 31,117  2,423  130,514 24,175
Revisions of previous estimates  .....   — — — (81) (18,778) (3,210 ) (159) (7,953) (1,485)
Purchases of minerals-in-place  ......   — — — — — — — — —
Extensions and discoveries  ............   — — — 378 62,263 10,755  217  66,801 11,351
Production (b)  ................................   — — — (234) (16,295) (2,950 ) (282) (15,853) (2,924)
Sales of minerals-in-place  .............   — — — (2,262) (200,699) (35,712 ) — — —
Balance, December 31  ...................  — — — — — — 2,199 173,509 31,117
SOUTH AFRICA 
Balance, January 1  .........................   757  40,565 7,520 3,070 60,511 13,156  3,055  60,395 13,121
Revisions of previous estimates  .....   594  1,804 894 (1,334) (18,909) (4,485 ) 1,521  116 1,541
Production (b)  ................................   (880) (3,745) (1,505) (979) (1,037) (1,151 ) (1,506 ) — (1,506)
Balance, December 31  ...................   471  38,624 6,909 757 40,565 7,520  3,070  60,511 13,156
TUNISIA        
Balance, January 1  .........................   17,850  20,794 21,314 4,977 7,846 6,284  3,769  — 3,769
Revisions of previous estimates......   (3,376 ) 4,176 (2,679) 1,570 13,861 3,880  1,579  59 1,588
Extensions and discoveries  ............   2,026  — 2,026 24,477 4 24,478  500  8,223 1,870
Production (b)  ................................   (2,261 ) (866) (2,405) (1,403) (917) (1,557 ) (871) (436) (943)
Sales of minerals-in-place  .............   (652) — (652) (11,771) — (11,771 ) — — —
Balance, December 31  ...................   13,587  24,104 17,604 17,850 20,794 21,314  4,977  7,846 6,284
TOTAL        
Balance, January 1  .........................   469,698  2,964,414 963,767 416,971 2,927,827 904,942  429,042  3,346,088 986,723
Revisions of previous estimates......   (17,436 ) (86,813) (31,905) 15,726 11,716 17,680  (4,832 ) (20,485) (8,246)
Purchases of minerals-in-place  ......   4,470  58,758 14,263 19,678 184,478 50,424  41,825  52,308 50,543
Extensions and discoveries  ............   25,063  202,284 58,777 47,547 193,544 79,804  12,800  216,312 48,852
Production (b)  ................................   (18,193 ) (158,884) (44,674) (16,191) (151,089) (41,373 ) (17,822 ) (166,759) (45,615)
Sales of minerals-in-place  .............   (652) — (652) (14,033) (202,062) (47,710 ) (44,042 ) (499,637) (127,315)
Balance, December 31  ...................   462,950  2,979,759 959,576 469,698 2,964,414 963,767  416,971  2,927,827 904,942

__________ 
(a)  The proved gas reserves as of December 31, 2008, 2007 and 2006 include 360,340 MMcf, 290,599 MMcf and 316,528 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 2008, 2007 and 2006 includes approximately 18,771 MMcf, 17,347 MMcf and 17,364 MMcf of field fuel, respectively. Also, for 2007 and 2006, 

production includes 2,950 MBOE and 9,735 MBOE of production associated with discontinued operations. See Note V for additional information. 
(c) Includes 7,155 MBOE attributable to a 32 percent minority interest in Pioneer Southwest in 2008. 
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Year Ended December 31, 
2008 2007 2006

Oil & 
NGLs

(MBbls)
Gas

(MMcf)(a)
Total

(MBOE)

Oil & 
NGLs

(MBbls)
Gas

(MMcf)(a)
Total

(MBOE)

Oil & 
NGLs

(MBbls)
Gas

(MMcf)(a)
Total

(MBOE)
Proved Developed Reserves: 

United States .....................   238,072  1,976,080 567,419 211,814 1,805,974 512,809 210,680  1,875,866 523,324 
Argentina ...........................   —  — — — — — 20,844  282,815 67,980 
Canada  ..............................   —  — — 2,053 117,672 21,665 2,202  99,025 18,706 
South Africa ......................   757  40,565 7,518 1,822 — 1,822 1,708  — 1,708 
Tunisia  ..............................   17,850  20,794 21,316 4,977 7,846 6,285 3,769  — 3,769 

Balance, January 1  ..............   256,679  2,037,439 596,253 220,666 1,931,492 542,581 239,203  2,257,706 615,487 
            

United States  ....................   211,420  1,907,719 529,374 238,072 1,976,080 567,419 211,814  1,805,974 512,809 
Canada ...............................   —  — — — — — 2,053  117,672 21,665 
South Africa ......................   471  38,624 6,908 757 40,565 7,518 1,822  — 1,822 
Tunisia  ..............................   13,587  24,104 17,604 17,850 20,794 21,316 4,977  7,846 6,285 

Balance, December 31 .........   225,478  1,970,447 553,886 256,679 2,037,439 596,253 220,666  1,931,492 542,581 

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 derivative contracts. Utilizing December 31, 2008, commodity prices held constant over 
each derivative contract's term, the net present value of the Company's derivative contracts, less associated 
estimated income taxes and discounted at ten percent, was an asset of approximately $299.8 million at December 
31, 2008. 

 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 and possible 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, 2008, 2007 and 2006, as well as a roll forward in total for each respective year: 

December 31,  
2008 2007 2006

UNITED STATES (in thousands) 
Oil and gas producing activities: 
Future cash inflows  .....................................................................   $ 27,779,303 $ 52,649,378  $ 32,162,975 
Future production costs  ...............................................................   (11,605,862) (14,562,540 )  (10,605,170) 
Future development costs  ............................................................   (4,840,604) (4,252,134 )  (3,746,920) 
Future income tax expense  ..........................................................   (2,831,642) (11,265,645 )  (5,695,788) 

8,501,195 22,569,059 12,115,097 
10% annual discount factor ..........................................................   (5,530,053) (14,303,502 )  (7,925,926) 
Standardized measure of discounted future cash flows (a) ..........   $ 2,971,142 $ 8,265,557  $ 4,189,171 
CANADA 
Oil and gas producing activities: 
Future cash inflows ......................................................................   $ — $ —  $ 1,054,264 
Future production costs  ...............................................................    —  —   (399,248) 
Future development costs  ............................................................    —  —   (115,721) 
Future income tax expense  ..........................................................    — —   (69,693) 

 —  —   469,602 
10% annual discount factor  .........................................................    —  —   (200,313) 
Standardized measure of discounted future cash flows  ...............   $ — $ —  $ 269,289 
SOUTH AFRICA       
Oil and gas producing activities:    
Future cash inflows  .....................................................................   $ 140,031 $ 365,145  $ 509,081 
Future production costs ................................................................   (18,594) (36,934 )  (82,989) 
Future development costs.............................................................   (46,516) (44,263 )  (165,318) 
Future income tax expense  ..........................................................   (9,431) (31,584 )  (58,870) 

65,490 252,364 201,904 
10% annual discount factor ..........................................................   (629) (37,108 )  (58,182) 
Standardized measure of discounted future cash flows  ...............  $ 64,861 $ 215,256 $ 143,722
TUNISIA 
Oil and gas producing activities: 
Future cash inflows  .....................................................................   $ 574,417 $ 1,892,519  $ 329,773 
Future production costs  ...............................................................   (214,566) (165,668 )  (47,116) 
Future development costs  ............................................................   (58,335) (45,831 )  (16,265) 
Future income tax expense  ..........................................................  (102,187) (860,342 ) (148,361)

199,329 820,678 118,031 
10% annual discount factor ..........................................................   (47,945) (284,607 )  (31,224) 
Standardized measure of discounted future cash flows  ...............   $ 151,384 $ 536,071  $ 86,807 
TOTAL
Oil and gas producing activities: 
Future cash inflows  .....................................................................   $ 28,493,751 $ 54,907,042  $ 34,056,093 
Future production costs  ...............................................................  (11,839,022) (14,765,142 ) (11,134,523)
Future development costs(b)  .......................................................    (4,945,455) (4,342,228 )  (4,044,224) 
Future income tax expense  ..........................................................  (2,943,260) (12,157,571 ) (5,972,712)

8,766,014 23,642,101 12,904,634 
10% annual discount factor ..........................................................  (5,578,627) (14,625,217 ) (8,215,645)
Standardized measure of discounted future cash flows  ...............   $ 3,187,387 $ 9,016,884  $ 4,688,989 
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__________ 
(a) Includes $38.5 million attributable to a 32 percent minority interest in Pioneer Southwest in 2008. 
(b)  Includes $443.0 million, $471.5 million and $324.1 million of undiscounted future asset retirement expenditures estimated as of 

December 31, 2008, 2007 and 2006, 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,  
2008 2007 2006

(in thousands) 

Oil and gas sales, net of production costs  ......................   $ (2,037,654) $  (1,462,189 ) $  (1,516,503) 
Net changes in prices and production costs  ....................   (9,019,111) 4,700,608   (1,921,270) 
Extensions and discoveries  ............................................   867,528 1,889,282   413,200 
Development costs incurred during the period  ...............   632,359 661,956   672,572 
Sales of minerals-in-place  ..............................................   (64,384) (970,215 )  (1,926,423) 
Purchases of minerals-in-place  ......................................   243,412 585,924   280,475 
Revisions of estimated future development costs  ..........   (915,265) (897,587 )  (1,041,343) 
Revisions of previous quantity estimates  .......................   (175,159) 322,470   (38,837) 
Accretion of discount  .....................................................   1,336,401 660,755   895,455 
Changes in production rates, timing and other  ...............   (375,321) 1,240,959   486,328 
Change in present value of future net revenues ...............   (9,507,194) 6,731,963   (3,696,346) 
Net change in present value of future income taxes  .......   3,677,697 (2,404,068 )  1,088,438 

(5,829,497) 4,327,895 (2,607,908) 
Balance, beginning of year  .............................................   9,016,884 4,688,989   7,296,897 
Balance, end of year  .......................................................   $ 3,187,387 $ 9,016,884  $ 4,688,989 
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Selected Quarterly Financial Results 

 The following table provides selected quarterly financial results for the years ended December 31, 2008 and 
2007: 

Quarter
First Second Third Fourth 

(in thousands, except per share data) 
Year ended December 31, 2008: 

Oil and gas revenues ...................................................   $ 558,476 $ 653,309 $ 612,200  $ 453,365 
Total revenues .............................................................   $ 584,178 $ 665,689 $ 615,779  $ 472,642 
Total costs and expenses .............................................   $ 369,111 $ 381,898 $ 603,431  $ 557,393 
Net income (loss) ........................................................   $ 129,740 $ 158,829 $ (3,038 ) $ (65,467) 
Net income (loss) per share:     

Basic .......................................................................   $ 1.10 $ 1.34 $ (0.03 ) $ (0.57) 
Diluted ....................................................................   $ 1.09 $ 1.32 $ (0.03 ) $ (0.57) 

Quarter
First Second Third Fourth 

(in thousands, except per share data) 
Year ended December 31, 2007: 

Oil and gas revenues: 
As reported .............................................................   $ 391,918 $ 458,032 $ 458,898  $ 508,579 
Less discontinued operations .................................   (38,336) (38,240)  —    — 

Adjusted .............................................................   $ 353,582 $ 419,792 $ 458,898  $ 508,579 
Total revenues:        

As reported .............................................................   $ 406,094 $ 483,920 $ 490,447  $ 530,886 
Less discontinued operations .................................   (38,775) (39,223)  —    — 

Adjusted .............................................................  $ 367,319 $ 444,697 $ 490,447 $ 530,886
Total costs and expenses: 

As reported .............................................................   $ 359,880 $ 432,731 $ 336,480  $ 426,069 
Less discontinued operations .................................   (35,209) (41,226)  —    — 

Adjusted .............................................................   $ 324,671 $ 391,505 $ 336,480  $ 426,069 
       

Net income .................................................................   $ 29,593 $ 36,480 $ 101,927  $ 204,728 
Net income per share:        

Basic ......................................................................   $ 0.24 $ 0.30 $ 0.85  $ 1.74 
Diluted ...................................................................  $ 0.24 $ 0.30 $ 0.84 $ 1.72

 During the fourth quarter of 2008, the Company recorded approximately $23.2 million of pretax gains from 
the early extinguishment of debt and pretax charges of approximately (i) $34.9 million for stacked and terminated 
drilling rigs, (ii) $24.9 million for unproved leasehold abandonments and (iii) $14.5 million for impairment of 
Mississippi oil and gas assets. 

 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. The divestiture qualified as discontinued 
operations pursuant to SFAS 144. In accordance with SFAS 144, the Company reclassified the results of operations 
and gain on the sale of the Canadian assets from continuing operations to discontinued operations in the 
accompanying 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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ITEM 9.  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 and is accumulated and communicated to the Company's management, including the 
principal executive officer and principal financial officer, to allow timely decisions regarding required disclosure. 

 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, 2008, 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, 2008, 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, 2008. The report, 
which expresses an unqualified opinion on the effectiveness of the Company's internal control over financial 
reporting as of December 31, 2008, is included in this Item under the heading "Report of Independent Registered 
Public Accounting Firm." 
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REPORT OF INDEPENDENT REGISTERED PUBLIC 
ACCOUNTING FIRM  

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, 2008, 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, 2008, 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, 2008 
and 2007 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, 2008, and our report dated February 24, 2009 
expressed an unqualified opinion thereon. 

Ernst & Young LLP 

Dallas, Texas 
February 24, 2009 
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ITEM 9B.  OTHER INFORMATION 

 None.  

PART III 

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 2009 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 2009 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, 2008: 

Number of Securities 
to be Issued Upon 

Exercise of 
Outstanding Options 

(a)

Weighted Average 
Exercise Price of 

Outstanding Options

Number of Securities 
Remaining Available for 

Future Issuance Under Equity 
Compensation Plans 

(Excluding Securities Reflected 
in First Column) (b)

Equity compensation plans approved by 
security holders (c): 

Pioneer Natural Resources Company: 
2006 Long-Term Incentive Plan(d) .....  — $ — 2,233,586
Long-Term Incentive Plan ..................  606,763 $ 22.21 —
Employee Stock Purchase Plan ...........  — $ — 376,476

Predecessor plans ................................... 53,756 11.76 —
 660,519 2,610,062

__________ 

(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. 

(b)  In May 2006, the stockholders of the Company approved the Long-Term Incentive Plan, which provides for the 
issuance of up to 4.6 million awards. Awards under the Long-Term Incentive 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 373,524 cumulative shares issued through December 31, 2008. 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.  
(d) Remaining securities reflect the deduction of the maximum number of shares that could be issued pursuant to grants 

of performance units outstanding at December 31, 2008. 

 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 2009 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 2009 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 2009 and is incorporated herein by 
reference. 

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, 2008 and 2007  

Consolidated Statements of Operations for the Years Ended December 31, 2008, 2007 and 2006 

Consolidated Statements of Stockholders' Equity for the Years Ended December 31, 2008, 2007 and 2006 

Consolidated Statements of Cash Flows for the Years Ended December 31, 2008, 2007 and 2006 

Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2008, 2007 and 2006 

Notes to Consolidated Financial Statements  

Unaudited Supplementary Information  

(b)  Exhibits 

 The exhibits to this Report required to be filed pursuant to Item 15(b) are included in the Company's Form 
10-K filed with the SEC on February 25, 2009. 

(c)  Financial Statement Schedules 

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



The information included in the remainder of this document, including this “Stock Performance” section of the 2008 

Annual Report, is not a part of Pioneer’s Annual Report on Form 10-K for the fi scal year ended December 31, 2008, and 

shall not be deemed to be “soliciting material” or to be “fi led” with the Securities and Exchange Commission. Such 

information shall not be deemed to be incorporated by reference into any fi ling under the Securities Act of 1933 or the 

Securities Exchange Act of 1934, except to the extent that Pioneer specifi cally incorporates such information.

The following graph and chart compare Pioneer’s cumulative total stockholder return on common stock during the fi ve-

year period ended December 31, 2008, 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 2004, 2005, 2006, 

2007 and 2008, of $100 invested at December 31, 2003, 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)

Pioneer Natural Resources Company.........   $ 100 $ 110.60 $ 162.30 $ 126.42 $ 156.54 $ 52.16 
S&P 500 Index............................................  $ 100 $ 110.88 $ 116.33 $ 134.70 $ 142.10 $ 89.53
DJ E&P Index..............................................  $ 100 $ 141.87 $ 234.54 $ 247.14 $ 355.06 $ 212.61

(a) Assumes $100 invested at December 31, 2003 in stock or index, including reinvestment of dividends.
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During 2008, we continued 

with our low-risk strategy 

to deliver solid, consistent 

results by focusing on 

development drilling and 

resource expansion in our 

core areas and were very 

pleased with our operating 

success. We drilled more 

than 500 wells, increased production per share by 20% 

and added new proved reserves, before pricing revisions, 

which replaced 246% of our production. For the fi rst 

nine months of the year, our net income from continuing 

operations before income taxes was more than double 

what it had been for the same period of 2007.

But by September, the crisis in the fi nancial sector and the 

resulting instability in the U.S. and global economies had 

begun to take a toll on global demand for energy, and we 

entered an environment of what has been the most extreme 

market and commodity price instability in our history. By 

the end of the year, the NYMEX spot price for oil had 

fallen from a high near $145 per barrel in early July to 

approximately $45 per barrel. The NYMEX spot price for 

natural gas, which had peaked at approximately $13.50 per 

thousand cubic feet (Mcf) in June, had dropped to near $6 

per Mcf at year end.

Pioneer’s 2008 net income was $220 million, or $1.85 

per diluted share, and cash fl ow from operating activities 

for the year was $1.0 billion. We produced 41.5 million 

barrels oil equivalent (MMBOE), excluding discontinued 

operations, up 17% on an absolute basis, or 20% per share. 

Per share performance was enhanced by our repurchase of 

approximately 4.4 million common shares, including 3.0 

million shares in the fourth quarter, to end the year with 

114.5 million shares outstanding. We reduced net debt to 

book capitalization from 47% at year-end 2007 to 45% at 

December 31, 2008.

Pioneer replaced 246% of its production during 2008, 

adding 110 MMBOE of proved reserves from drilling 

success, performance improvements and acquisitions, 

excluding revisions related to lower year-end oil and gas 

prices. Our fi nding and development cost was $13.82 per 

barrel oil equivalent (BOE) excluding pricing revisions, or 

$35.51 per BOE including price related revisions. We ended 

the year with net proved reserves of 960 MMBOE, a large 

inventory of drilling locations and signifi cant additional 

resource potential.

Our 2008 operating success was driven by strong drilling 

programs in each of our core areas. In the Spraberry fi eld in 

West Texas, we drilled 370 wells and increased production 

14%. We received approval from the Railroad Commission 

of Texas for a fi eld rule change to allow optional fi eldwide 

20-acre downspacing and drilled 18 wells on 20-acre 

spacing. We initiated production from 12 of the 20-acre 

wells with encouraging results and have identifi ed 

approximately 9,500 drilling locations suitable for future 

20-acre wells. Our evaluation of the potential to enhance 

Spraberry reserves and production by expanding well 

completions to include non-traditional shale/silt intervals is 

progressing. We are also excited about a discovery drilled to 

a deeper zone below the Spraberry and have further testing 

planned to evaluate this deeper zone’s potential.

We drilled 154 wells in the Raton Basin in Colorado in 

2008 and increased production by 16%. Nine of these wells 

were drilled in the Pierre Shale, a new play we discovered 

on our existing acreage, below the coal bed methane 

reserves targeted by our traditional drilling program. To 

assess potential upside from the Pierre Shale, we drilled 

and completed two horizontal wells, encountering intense 

natural fracturing and gas shows. We successfully fracture 

stimulated the wells and based on strong initial fl ow rates, 

are planning to initiate a microseismic study to optimize our 

future drilling program.

In the Edwards Trend in South Texas, Pioneer drilled 

36 wells in 2008, increasing production by 41%. We also 

completed the fi nal portion of more than 900 square miles 

of 3-D seismic data. This data and the results of two fourth 

quarter discovery wells helped us identify additional natural 
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