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Act:
Re:  ConocoPhillips Section:
Incoming letter dated December 22, 2005 Rule:
Public
Dear Mr. Florey: Availability:

This is in response to your letter dated December 22, 2005 concerning the
shareholder proposal submitted to ConocoPhillips by the Domestic and Foreign
Missionary Society of the Episcopal Church, the School Sisters of Notre Dame, the
Church Pension Fund and Bon Secours Health System, Inc. We also have received a
letter on behalf of the proponents dated February 1, 2006. Our response is attached to the
enclosed photocopy of your correspondence.: By doing this, we avoid having to recite or
summarize the facts set forth in the correspondence. Copies of all of the correspondence
also will be provided to the proponent.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.
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Eric Finseth
Attorney-Adviser
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Re:  Shareholder Proposals of The Domestic and Foreign Missionary Society of the
Episcopal Church et al. — Securities Exchange Act of 1934 — Rule 14a-8

Ladies and Gentlemen:

On behalf of ConocoPhillips, a Delaware corporation (the “Company”), and in
accordance with Rule 14a-8(j) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), we are filing six copies of (1) this letter, (2) each proposal in the form of a
proposed shareholder resolution and statement in support thereof (individually, a “Proposal” and
collectively, the “Proposals™) submitted to the Company by The Domestic and Foreign
Missionary Society of the Episcopal Church, The Church Pension Fund, Bon Secours Health
System, Inc., and School Sisters of Notre Dame (collectively, the “Proponents™) and (3) all
correspondence between the Company and the Proponents relating to the Proposals. From
November 22 to 28, 2005, the Company received facsimiles from each of the Proponents
transmitting the Proposals and requesting inclusion in the Company’s proxy statement and form
of proxy for the 2006 Annual Meeting of Stockholders (the “Proxy Materials™). For the Staff’s
convenience, we have also enclosed a copy of each of the no-action letters referred to herein.

One copy of this letter, with copies of all enclosures, is being simultaneously sent to each of the
Proponents.

On behalf of the Company, we hereby respectfully request your advice that the
Division of Corporation Finance will not recommend any enforcement action to the United
States Securities and Exchange Commission (the “Commission”) if, in reliance on certain
provisions of Rule 14a-8, the Company excludes the Proposals from the Proxy Materials.

Description of the Proposals

The Proposals are in the form of a resolution requesting the Company to “report
to shareholders, at reasonable cost and omitting proprietary information, on how the corporation
ensures that it is accountable for its environmental impacts in all of the communities where it
operates.” The Proposals then give several examples of the types of information that might
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BAKER BOTTS w.e 2 December 22, 2005

appear in such a report: (1) “how the corporation makes available reports regarding its emissions
and environmental impacts on land, water, and soil—both within its permits and emergency
emissions—to members of the communities where it operates”; (2) “how the corporation
integrates community environmental accountability into its current code of conduct and ongoing
business practices”; and (3) “the extent to which the corporation’s activities have negative health
effects on individuals living in economically-poor communities.”

Basis for Exclusion

The Proposals May Be Excluded Pursuant to Rule 14a-8(i)(10).

Under Rule 14a-8(i)(10), a shareholder proposal may be excluded if the company
has already substantially implemented the proposal. According to the Commission, this
provision “is designed to avoid the possibility of shareholders having to consider matters which
already have been favorably acted upon by the management.” See Exchange Act Release No. 34-
12598 (July 7, 1976). The Staff has stated “a determination that the company has substantially
implemented the proposal depends upon whether its particular policies, practices and procedures
compare favorably with the guidelines of the proposal.” Texaco, Inc. (available March 28, 1991).
Consequently, a shareholder proposal does not have to be implemented exactly as proposed; it
merely needs to be “substantially implemented.”

The Company believes that the Proposals have already been substantially
implemented because the Company has prepared and made available to its shareholders a 40-
page “Sustainable Development Report™ (the “Report”) regarding its social and environmental
sustainability policies and programs. According to the Report, the Company’s goal is “tlo
conduct our business in a way that promotes economic growth, a healthy environment and
vibrant communities, now and in the future” (Exhibit A, p. 3). In support of this goal, the Report
describes the Company’s efforts to maintain and improve sustainability, including, for example,
the Company’s position on such issues as alternative fuels, safety, accountability, health,
preservation of the environment and interaction with indigenous peoples who may be affected by
the Company’s operations. Thus, not only does the Report provide the types of disclosures
requested by the Proponents, it provides a more thorough analysis of the Company’s
performance and goals with respect to these issues.

The Staff previously permitted a company to exclude a similar proposal under
Rule 14a-8(i)(10) where the company had released a periodic sustainability report on its web
site. Albertson’s, Inc. (available March 23, 2005). Here, the Report covers the period from the
2002 merger of Conoco Inc. and Phillips Petroleum Company through the end of 2004, and the
Company expects the Report to be updated regularly. The Report is readily accessible on the
Company’s web site (www.conocophillips.com) and is attached hereto as Exhibit A.

The Report serves the same purposes as would the disclosure sought by the
Proposals. The Report begins with a letter to sharcholders describing the reasons for the
Company’s sustainability initiative, including the following: to provide increasingly cleaner
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fuels, to minimize the environmental impacts of its operations, to safeguard indigenous cultures,
to contribute to improved health, education, and economic conditions everywhere the Company
does business, to encourage greater transparency in how producing nations account for their
energy revenues, and to ensure that the Company’s corporate reporting meets the highest
standards (Exhibit A, p. 2). These are the same types of issues that concern the Proponents.
According to the Proposals’ supporting statement, the Proponents, like the Company, “believe
that corporations have a moral responsibility to be accountable for their environmental impacts”
to the entire ecosystem and to communities that host the Company’s facilities. Like the
Company, the Proponents are concerned about “better measuring and understanding corporate
effects on local communities” and that corporations should “do better with regard to treating
local-community stakeholders more fairly.”

Additionally, the letter included in the Report states that the Company is
“currently studying the issues of human rights, water management and biodiversity to weigh
company and stakeholder perspectives . . . [and] increasing [its] ability to factor sustainability
into . . . project planning and execution” (Exhibit A, p. 3). This increasing ability to factor
sustainability into project planning and execution is similar to the Proponents’ desire that the
Company report how it integrates environmental and community accountability into its ongoing
business practices.

The remainder of the Report is divided into seven sections, most of which address
one or more of the issues brought up in the Proposals: (1) About ConocoPhillips, (2)
Performance Summary, (3) Technology for Sustainable Energy, (4) Accountability, (5) Social
Performance, (6) Health, Safety & Environmental Performance, and (7) Economic Contribution.
The discussion contained in these sections addresses various aspects of the overall goal of the
Proposals: to report to shareholders on the Company’s accountability for acts that may adversely
affect environments and cultures.

In the section entitled “Accountability,” the Company discusses ways in which its
senior management ensures accountability for sustainability issues, giving specific examples of
how the Company evaluates potential social and environmental impacts. For example, it notes
that the board of directors and management have set up a reporting system for sustainability
issues, so that all such issues get reported through the CEO to the appropriate committee on the
board of directors (Exhibit A, pp. 11-12). The section is directly responsive to the Proponents’
overall desire that the Company report on how it accounts for its effects on local communities.

Also, the “Accountability” section deals with how sustainability issues are
integrated into the Company’s business processes. For example, the Report states that
sustainability issues have become a standard part of the due diligence process for all projects. It
also discusses how the Company is revising project authorization guidelines to address its
sustainable development commitments (Exhibit A, p. 12). Furthermore, it discusses how the
Company engages its “stakeholders” — employees, shareholders, governments, communities,
customers, interest groups, etc. — in order to understand and incorporate their desires into
decisionmaking processes. These aspects of the Accountability section answer the desires of the
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Proponents that the Company report on how the Company integrates community accountability
into its code of conduct and ongoing business practices.

The “Social Performance” section deals with a number of issues that appear to
concemn the Proponents. It discusses how its code of conduct sets forth the Company’s position
on respect for the individual, maintaining safety and health, protecting the environment,
observing the law, and upholding honest business practices. In addition, it discusses
relationships with communities in which the Company operates, including a discussion on
cooperation with indigenous communities, community investment, and community input on the
Company’s projects. This discussion responds directly to the Proponents’ desire that the
Company disclose “how [it] integrates community environmental accountability into its current
code of conduct and ongoing business practices.” It also echoes the Proponents’ concerns about
considering the needs of members of the communities where the Company operates, integrating
those needs into everyday business practices, and treating local-community stakeholders more
fairly.

The “Health, Safety & Environmental Performance” section discusses, in great
detail, the Company’s occupational health and safety concerns, its concern for community safety,
and its environmental performance (Exhibit A, pp. 23-37). The environmental discussion
includes a reporting of environmental effects of the Company’s operations and specific examples
of ways the Company is trying to improve such performance. It also gives several charts
showing safety performance data. It discusses the Company’s Health, Safety and Environment
Policy, which states the following: “ConocoPhillips is committed to protecting the health and
safety of everybody who plays a part in our operations, lives in the communities in which we
operate or uses our products. Wherever we operate, we will conduct our business with respect
and care for both the local and global environment and systematically manage risks to drive
sustainable business growth” (Exhibit A, p. 23). These types of disclosures adequately respond
to the Proponents’ requests that the Company report on “the extent to which the [Company’s]
activities have negative health effects on individuals living in economically-poor communities”
and how the Company’s operations generally affect local communities.

In addition to these items that are specifically responsive to the stated needs of the
Proponents, the Report is even more thorough than the disclosure recommended by the
Proposals. For example, in the “Social Performance” section, the Report discusses, in detail, its
relationship with its employees and how this relationship allows the Company to ensure ethical
behavior on the part of all employees. The “Economic Contribution” section discusses ways in
which the Company contributes to the global economy. The “Technology for Sustainable
Energy” section discusses technology that will enable the Company (and similar companies) to
extend the sustainability of hydrocarbons, and it discusses the alternative energy future. The
Report’s “Performance Summary” gives specific data about the Company’s effects on the
environment and local communities. The fact that the Company has voluntarily made these
disclosures, which go above and beyond the requests of the Proponents, demonstrates that the
Company has substantially implemented the Proposals.

HOU03:1047791.8



BAKER BOTTS v 5 December 22, 2005

Furthermore, the Report states that the Company has actively participated in an
ongoing effort of the American Petroleum Institute and the International Petroleum Industry
Environmental Conservation Association “to develop voluntary sustainability reporting
guidelines specific to the oil and gas industry” (Exhibit A, “About this Report”). The Report
draws upon these resources. Therefore, not only has the Company complied with the
Proponents’ request to provide such information, but the Company is advocating and facilitating
such reporting as an industry standard.

For the foregoing reasons, the Company believes that the Proposals may be
omitted from the Proxy Materials in accordance with Rule 14a-8(1)(10) because the Company
has substantially implemented, and will continue to substantially implement, the Proposals.

Duplicate Proposals May Be Excluded Pursuant to Rule 14a-8(i)(11).

If the Commission is unable to concur with the Company’s decision to exclude
the Proposals on the grounds described above, the Company requests confirmation that the
Commission would not recommend enforcement action if the Company excludes the Proposals
submitted by Proponents other than School Sisters of Notre Dame, which first submitted a
Proposal, pursuant to Rule 14a-8(i)(11) because the duplicate Proposals submitted by each of
such other Proponents are substantially identical to the Proposal submitted by School Sisters of
Notre Dame, as evidenced by the text of the Proposals attached hereto.

Conclusion

For the foregoing reasons, the Company respectfully requests your advice that the
Division of Corporation Finance will not recommend any enforcement action to the United
States Securities and Exchange Commission if, in reliance on certain provisions of Rule 14a-§,
the Company excludes the Proposals from the Proxy Materials. The Company presently intends
to file its definitive Proxy Materials for the 2006 Annual Meeting with the Commission on or
about March 21, 2006.

If the Staff has any questions with respect to the foregoing, or if additional
information is required in support of the Company’s position, please call the undersigned at
(713) 229-1379.
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Please acknowledge receipt of this letter and the enclosure by date-stamping the
enclosed copy of this letter and returning it to our waiting messenger.

Very truly yours,

BAKER BOTTSL.L.P.

By: 4KJU K/{J\,

Tull R. Florey

cc:  The Domestic and Foreign Missionary Society of the Episcopal Church (by FedEx)
The Church Pension Fund (by FedEx)
Bon Secours Health System, Inc. (by FedEx)
School Sisters of Notre Dame (by FedEx)

Elizabeth A. Cook
ConocoPhillips
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James J Mulva, CEQ
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RESOLUTION ON CORPORATE ENVIRONMENTAL ACCOUNTABILITY TO
COMMUNITIES

Resolved, that the shareholders request the Board of Directors to report to shareholders, at reasonable cost
and omitting proprietary information, on how the corporation ensures that it is accountable for its
environmental impacts in all of the communities where it operates. The report should contain the
following information:

L. how the corporation makes available reports regarding its emissions and environmental
impacts on land, water, and soil—both within its permits and emergency emissions—to
members of the communities where it operates;

2. how the corporation integrates community environmental accountability into its current
code of conduct and ongoing business practices; and
3. the extent to which the corporation’s activities have negative health effects on individuals

living in economically-poor communities.
Supporting statement

We believe that corporations have a moral responsibility to be accountable for their environmental
impacts—not just effects on the entire ecosystem, but also direct effects on the communities that host
their facilities. No corporation can operate without the resources that local communities provide, but it is
often these communities that bear the brunt of corporate activities.

Communities are often the forgotten stakeholders in terms of corporate activities and impact.

Many corporations, for example, have improved their social performance with regard to employees. We
believe that corporations can and should do better with regard to treating local-community stakeholders
more fairly.

There is increasing interest in better measuring and understanding corporate effects on local communities,
including how corporations can use reporting to hold themselves accountable to local communities.
Corporations are already required to collect environmental data, like the federal government’s Toxic
Release Inventory. But this data is not always available to communities in a timely, easy-to-understand
format. Groups like CERES (Coalition for Environmentally Responsible Economies) are developing
facility-level reporting regimes that we believe represent an evolution in terms of how corporations are
responsible and responsive to community stakeholders. We also believe that integration of community
accountability into corporate practices—including codes of conduct—is consistent with good
environmental management. -

There is also more and more attention being given to the adequacy of environmental i 1mpacts on corporate
financial statements, in large part driven by the demands of the Sarbanes-Oxley Act of 2002. We think
that the kind of report requested in this resolution can not only help corporations better respond to the
demands of Sarbanes-Oxley, but also reduce the likelihood that current corporate behavior will have
negative financial consequences in the future that will have to be reported to shareholders. Slmply put,
good community relations—especially with regard to the environment—make financial sense.

Finally, the proponeants of this resolution are particularly concerned about the effects of corporate :
activities on poor communitiés and communities of color. The report requested in this resolution would
do much to assure shareholders and other stakeholders that the corporation takes seriously rts ethical
r&eponsﬂnhtws to all of the communities that host its facilities.
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l==‘ The Commerce Trust Company Cindy M. Lewis
‘\")' A division of Commerce Bank, NA. (314) 746-7322
(800) 292-1601 ext. 7322
cindy.lewis@commercebank.com
November 22, 2005
Sister Linda Jansen

School Sisters of Notre Dame
320 East Ripa Avenue
St. Louis, MO 63124

RE:  School Sister of Notre Dame General Account # 71-0141-01-1

Dear Sister Linda:
Security Shares Acquisition Date
ConocoPhillips 3,800 Held continuously for at least one year

To the best of my knowledge the Sisters intend to hold this secunty in this account at
_least through the date of the next annual meeting. '

If you'have any questions or comments, please do not hesitate to contact me at (314)
746-7322.

Very truly youss,

Cindy M Lewis, CTFA, CISP
Senior V e President

‘CML:vkin

Post Office Box 11356 Saint Louis, Missouri 63105-0156  www.commercebank.com '



VIA FEDERAL EXPRESS 't

BON SECOURS HEALTH SYSTEM, INC.
November 23, 2005

James J. Mulva

President and Chief Executlve Officer
ConocoPhillips

600 North Dairy Ashford Road
Houston, TX 77079

Dear Mr. Mulva:

Bon Secours Health System, Inc., a Catholic health care ministry headquartered in Marriottsville,
Maryland, has long been concerned not only with the financial return on its investments, but also
(along with many other churches and socially concerned investors) with the moral and ethical
implications of its investments. We are especially concerned about issues related to -
environmental justice; we believe that corporations have ethical responsibilities to the
communities that host their facilities.

To this end, we hereby file the attached shareholder proposal and supporting statement, which
requests that the company’s board of directors report on how the corporation ensures that it is
accountable for its environmental impacts in all of the communities where it operates. -

On behalf of Bon Secours, I am hereby authorized to ask you to include in your proxy materials
for the next annual meeting the enclosed shareholder resolution in accordance with Rule 14(a)(8)
of the General Rules and Regulations of the Securities Exchange Act of 1934. We are co- -filing
this resolution with Harry Van Buren, staff consultant of the Domestic and Foreign Missionary

: Socxety of the Episcopal Church. A representative of the filers will attend the 2006 stockholders
meeting to move the resolutlon as reqmred by the SEC Rules L

- As background, Bon Secours’ owns, manages, or joint ventures 20 acute-care hospltals one o
- -psychiatric hospltal, six nursing care facilities, six assisted living facilities, and'several home care .

s and hospme programs located in 12 commumtxes in nme states pnmanly onﬁleEast Coast. o

Bon Seoours Health System, Inc., has owned a minimum of $2000 worth of common stock in
: ConocoPhﬂhps for over one year. Verification of our beneficial ownershlp will be sent under

. Separate cover

- Sincerely,

Everard O. Rutledge Pth /
- Vice President of Commumty Health

EOR/b]r '
Enclosure - Resolution

2097 Henry Tecklenburg Drive, Suite 214, Charleston, South Carolina 29414 843-402-1388 Good help to those in need since 1881 |



RESOLUTION ON CORPORATE ENVIRONMENTAL ACCOUNTABILITY TO
COMMUNITIES

Resolved, that the shareholders request the Board of Directors to report to shareholders, at reasonable cost
and omitting proprietary information, on how the corporation ensures that it is accountable for its
environmental impacts in all of the communities where it operates. The report should contain the
following information:

L how the corporaﬁon makes available reports regarding its emissions and environmental
impacts on land, water, and soil—both within its permits and emergency emissions—to
members of the communities where it operates;

2. how the corporation integrates community environmental accountability into its current
code of conduct and ongoing business practices; and
3. the extent to which the corporation’s activities have negative health effects on individuals

living in economically-poor communities..
Supporting statement

We believe that corporations have a moral responsibility to be accountable for their environmental
impacts—not just effects on the entire ecosystem, but also direct effects on the communities that host
their facilities. No corporation can operate without the resources that local communities provide, but it is
‘o'ﬁe,‘n these communities that bear the brunt of corporate activities.

Communities are often the forgotten stakeholders in terms of corporate activities and impact..

Many corporations, for example, have improved their social performance with regard to employees. We
believe that corporations can and should do better with regard to treating local-community stakeholders
-more fairly. A

There is increasing interest in better measuring and understanding corporate effects on local communities,
-including kow corporations can use reporting to hold themselves accountable to local communities.
Corporations are already required to collect environmental data, like the federal government’s Toxic
. Release Inventory. But this data is fiot always available to communities in a timely,; easy—to-understand
) _format Groups like CERES {Coalition for Environmentally Respon51ble Economies) are developing
0 facility-level reportmg reglmes that we believe represent an evolution in terms of how corporations are’
" - responsible and responsive to community stakeholders. We also believe that integration of commumty
- accountabxhty into corporate practxces—-—mcludmg codes of conduct——ls conswtent w1th good :

. envxmnmental management.

- Therei is also; more and more attcntlon bemg glven to the adequacy of envxronmental 1mpacts on. corporate--
financial statements, in large part driven by the demands of the Sarbanes-OxIey Act-of 2002. We think
that the kind of report requested in this resolution can not only help corporations better respond to the

. demands of Sarbanes—Oxley, but also reduce the likelihood that current corporate behavior will. have
negative financial consequences in the future that will have to be reported to shareholders. Simply put,
, good commumty relations—especially with regard to the envnronment———make ﬁnanclal sense:

R Fmally, the proponents of this resolution dre particularly concerned about the eﬂ"ects of corporate :

~ activities on poor communities and communities of color. The report requested in this resolution would

‘do much to assure sharelioldérs and other stakeholders that the corporation takes seriously ifs ethical
responsibilities to all of the communities that host its facnlmes
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@ Melion Mellon Global Securities Services

Bill Copetas
Trust Officer

November 23, 2005

Mr. James J. Mulva

President and CEQ
ConocoPhillips

600 North Dairy Ashford Road
Houston, TX 7707

Dear Mr. Mulva,

- This letter is to inform you that Bon Secours Health System, Inc. held shares of ConocoPhillips as of November
22, 2005 in their accounts at Mellon. The total market value of these shares is greater than $2,000. They have
‘held shares in your company continuously for at least one year and intend to hold these shares in the year ahead.
This letter is being sent in conjunction with the letter from Everard O. Rutledge, PhD, Vice President of
Community Health, Bon Secours Health System, Inc regarding thetr mtentson to file.

If you have any further questions, please contact me at 412 234- 8824

Sincerely,

- Trust Officer ‘
'Custodlan for Bon Secours Health System Inc

. Ce. Everard O Rutledge Vlce Presudent of Commumty Health Bon Secours Health System Inc. . )

Global Securities Services. '
Rooim 1320 ~.One Mellon Center ~ Plltsbu:gh PA 15258-0001
(4 12)234-8824 ~ (412) 236-3226 Fax:

A Mellon Financial Company
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BON SECOURS HEALTH SYSTEM, INC.

2097 Henry Teck!er'\burg Drive, Suite 214 West
Charleston, South Gardlina 29414

. Office # 843-402-1388 / Fax # 843-402-1424 / Asst. § 843- 402-1441

Internet: Evérard Rutledge@ROPERSAINTFRANCIS.com

Everard O. Rutiedge, Ph.D., FACHE
Vice President, Community Health
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THE ErPiscoralL CHURCH.

THe DOMESTIC AND FOREIGN MISSIONARY SOCIETY
OF THE PROTESTANT ErtscoralL CHURCH IN THE UNITED STATES OF AMERICA

FOUNDED 1821 & INCORPORATED 18406

VIA FEDERAL EXPRESS

Novem_ber 22,2005

James J. Mulva

President and Chief Executive Officer
ConocoPhillips

600 North Dairy Ashford Road
Houston, TX 77079

Dear Mr. Mulva:

The Domestic and Foreign Missionary Society of the Episcopal Church (“Episcopal Church”) is the
beneficial owner of 14,138 shares of ConocoPhillips common stock (held for the Society by The Bank of
New York and by Quick & Reilly).

The Episcopal Church has long been concerned not only with the financial return on its investments, but
also (along with many other churches and socially concerned investors) with the moral and ethical
implications of its investments. We are especially concerned about issues related to ernvironmental
justice; we believe that corporations have ethical responsibilities to the communities that host their

facilities.

To this end, the Episcopal Church hereby files the attached shareholder proposal and supporting
statement, which requests thiat the company’s board of directors report on how the corporation ensures

" that it is accountable for its environmental impacts in all of the communities where it operates, for
consideration at the 2006 Annual Meeting. This resolution is being submitted in accordance with Rule
14a-8 of the General Rules and Regulations under the Securities and Exchange Act of 1934. The Church
‘has held at least $2,600:in ChevronTexaco shares for the past year, and will hold at $2,000 in such shares
through the 2006 annual meeting. We hope that you will find this request both reasonable and easy to

~ fulfill, so that an agreement might be reached—allowing the Episcopal Church to withdrai the proposal.

Harry Van Buren, Staff Consultant of the Society’s Social Responsibility in Investmients Program, can be
contacted régarding this resolution at 505.867.0641 (telcphone) 505.277.7108 (facsimile), or 4938
Kokopelli Dnve NE, Rio Ranchio, NM 87144.

Very Z yours,

N. Kurt Barnes
Treéasurer

THE EmscopAL CHURCH CENTER

815 SECOND AveNueE NeEw YORrk, NY 100[7 4503 USA 212 716-6000 = BOO 334-7626 * wwweplscopalchurch org



RESOLUTION ON CORPORATE ENVIRONMENTAL ACCOUNTABILITY TO
COMMUNITIES

Resolved, that the shareholders request the Board of Directors to report to shareholders, at reasonable cost
and omitting proprietary information, on how the corporation ensures that it is accountable for its
environmental impacts in all of the communities where it operates. The report should contain the
following information:

1. how the corporation makes available reports regarding its emissions and environmental
impacts on land, water, and soil—both within its permits and emergency emissions—to
members of the communities where it operates;

2. how the corporation integrates community environmental accountability into its current

code of conduct and ongoing business practices; and

the extent to which thie corporation’s activities have negative health effects on individuals

living in economically-poor communities.
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Supporting statement

‘We believe that corporations have a moral responsibility to be accountable for their environmental
impacts—not just effects on the entire ecosystem, but also direct effects on the communities that host
their facilities. No corporation can operate without the resources that local communities prowde but it is
often these communities that bear the brunt of corporate activities.

Communities are often the forgotten stakeholders in terms of corporate activities and impact.
Many corporations, for example, have improved their social performance with regard to employees. We
believe that corporations can and should do better with regard to treating local-community stakeholders

more fairly.

There is increasing interest in better measuring and understanding corporate effects on local communities,
~including how corporations can use reporting to hold themselves accountable to local communities.
Corporations are already required to collect environmental data, like the federal government’s Toxic
Release Inventory. But this data is not always available to communities in a timely, easy-to-understand
fonnat Groups like CERES (Coalition for Environmentally Responsible Economies) are developing
fac,thty-level reporting reglmes that we believe represent an evolution in terms of how corporations are

. responsible.and responsive to.community stakeholders. We also believe that integration of community
accountability into corporate practices—including codes of conduct—is consistent-with good
environmental management.

Tliere is also more and more attention being given to the adequacy of environmental impacts on corporate
financial statements, in large part driven by the demands of the Sarbanes-Oxley Act of 2002, We think
that the kind of report requested in this resolution can not only help corporatioris better respond to the
demands of Sarbanes-Oxley, but also reduce the likelihood that current corporate behavior will have
‘negative financial consequences in the future that will have to be reported to shareholders. Simply put,
good community relations—especially with regard to the environment—make financial sense. ‘

Finally, the proponents of this resolution are particularly concerned about the effects of corporate
activities on poor communities and communities of color. The report requested in this resolution would
do much to assure shareholders and other stakeholders that the corporation takes senously its ethical

« responsibilities to all of the communities that host its facilities.



Elizabeth A. Cook

*
ConocoPhillips Corurie
600 N. Dairy Ashford (77079)
P. 0.Box 4783
Houston, Texas 77210

Telephone: (281) 293-4966
Fax: (281) 2934111

SENT VIA UPS OVERNIGHT

December 7, 2005

Mr. N. Kurt Barnes
The Episcopal Church
815 Second Avenue
New York, NY 10017

“ Re: Proposal for 2006 Annual Meeting of Shareholders of ConocoPhillips

Dear ConocoPhillips Shareholder:

We received your proposal on November 28, 2005, and we appreciate your interest as a sharcholder in
ConocoPhillips.

The securities laws of the United States require that we notify you, within 14 calendar days of receiving

your proposal, of any procedural defects in your shareholder proposal prior to including such proposal in
our Proxy Statement for the 2006 Annual Meeting of Shareholders of ConocoPhillips. Therefore, please
be advised that your proposal does not contain one or more of the following as required by the Securities

Exchange Act of 1934:

e If you are a registered sharcholder’, a written statement that you intend to continue to hold at
‘least $2,000 in market value, or 1%, of our common stock through the date of the 2006 Annual

Meeting of Shareholders.

¢ Ifyou are not a registered shareholder, a written statement from the * record” holder of your
.shares (usually a broker or bank) verifying that, at the time you submitted your proposal, you
own and have centinuously held at least $2,000 in market value, or 1%, of our common stock
for at least one year as well as your own written staternent that you intend to continue to hold
the securities through the date of the 2006 Annual Meeting of Shareholders.

“In order for your proposal to be deemed properly submitted under the United States securities laws, your
response containing the items identified above must be postmarked, or transmitted eleciromcally, no later
than 14 days from the date you receive this notification. :

* A “registered” shareholder means your shares are registered in your name on the books of ConocoPhillips. If you
dre unsure if you are a registered shareholder, you should consutt with your bank or broker to determine your status.
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If you have any questions or would like to speak with a representative from ConocoPhillips about your
proposal, please feel free to contact Elizabeth A. Cook at (281) 293-4966.

Sincerely,

Elizabeth A. Cook



Shipment Receipt
(Keep this for your records.)

Transaction Date 07 Dec 2005

Address Information

Ship To: Shipper: Ship From:
The Episcopal Church ConocoPhillips. ConocoPhillips.
N. Kurt Barnes Karen E. Clary Karen E. Clary
212-716-6000 281-293-307S 281-293-3075
815 Second Avenue 600 North Dairy Ashford 600 North Dairy Ashford
NEW YORK NY 10017-4503 ML3162 ML3162
Corporate Legal Services Corporate Legal Services
Houston TX 77079 Houston TX 77079

Shipment Information

Service: - UPS Next Day Air

*Guaranteed By: 10:30 AM, Thurs. 8 Dec. 2005

Shipping: e e **19.41
Package Information

Package 1 of 1

Tracking Number: 127703480198498462

Package Type: UPS Letter

Actual Weight: Letter

Billable Weight: Letter

Billing Information

Payment Method: Bill Sender: 770348

Total: All Shipping Charges in USD **19.41

Note: The displayed rate is for reference purposes and does not include applicable taxes.

* For delivery and guarantee information, see the UPS Service Guide. To speak to a customer service representatwe,
call 1-800-PICK-UPS for domestic services and 1-800-782-7892 for intemational services.

%% pate includes a fuel surcharge.

Responsibility for Loss or Damage

:Unless a greater value is recorded in the declared value field as appropriate for the UPS shipping system used, the
shipper agrees that the released value of each package covered by this receipt is no greater than $100, which is a
reasonable value under the circumstances surrounding the transportation. If additional protection is desired, a shipper
may increase UPS's limit of liability by declaring a higher value and paying an additiocnat charge. UPS does not accept
for transportation and shipper's requesting service through the Internet are prohibited from shipping packages with a
value of more than $50,000. The maximum liability per package assumed by UPS shall not exceed $50,000, regardless
of value in excess of the maximum. Claims not made within nine months after delivery of the package (sixty days for
international shipments), or in the case of failure to make delivery, nine months after a reasonable time for delivery has
elapsed (sixty days for international shipments), shall be deemed waived. The entry of a C,0.D. amount is not a
declaration-of value for carriage purposes. All checks or other negotiable instruments tendered in payment of C.0.D.
will be accepted by UPS at shipper's risk. UPS shall not be liable for any special, incidental, or consequential damages.
All shipments are subject to the terms and conditions contained in the UPS Tariff and the UPS Terms and Conditions of

‘Service, which can be found at www.ups.com.

https://www.ups.com/uis/create? ActionOriginPair=print __ PnnterPage&POPUP LEVEL~=1&PrinterID=... 12/7/2005
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The Church Pension Fund

FAX TRANSMITTAL

DATE: November 28, 2005

TQ: - James J. Mulva
' President & Chief Executive Officer
ConocoPhillips

FAXNO.:  281-293-5555

FROM:. Barton T. Jones - L.
The Church Penston Fuund and Affiliates

445 Fifth Avenue ¢
New York, NY 10016 :
TEL. (212) 592-1837 (/;e
FAX: (212) 592-9428 . 6 5

TOTAL NUMBER OF PAGES: 3

MESSAGE:

IF YOU DID NOT RECEIVE ALL PAGES OF THIS TRANSMISSION,
PLEASE CALL: (212) §92.9458 IMMEDIATELY



CHURCH PENSION GROUP e
Serving the Episcopal Church and Its People ) Genery Counsel & Secratary
The Church Pansion Fund
445 Fifth Avenye
New York, NY 10016
{212) 592-1837
{800) 2236602 £47
(212) 5928428 Fax
tjones@eng.org
VIA FEDERAL EXPRESS
November 28, 2005
Mr. James J. Mulva
- President and Chief Executive Officer
ConocoPhillips
600 North Dairy Ashford Road
Houston, TX 77079
Dear Mr. Mulva:

The Church Pension Fund (“CPF) is an agency of the Episéopal Church of the United States of America
(the “Episcopal Church”) and is the beneficial owner of 126,950 shares of ConocoPhxlhps commop stock
held for CPF by the Northern Trust Company.

The Episcopal Church has long been concerned not only with the financial returm on its investments, but
also (along with many other churches and socially concemed investors) with the moral and ethical
implications of its investments. We are especially concemed about issues related to environmental
justice; we believe that corporations have ethical responsibilities to the communities that host their
facilities.

To this end, CPF hereby co-files with the Episcopal Church the attached shareholder proposal and
supporting statement, which requests that the company's board of directars report on how the corporation
ensures that it is accountable for its environmental impacts in all of the communities where it operates, for
consideration at the 2006 Annval Meeting. This resolution is being submitted in accordance with Rule
142-8 of the General Rules and Regulations uander the Securities and Exchange Act of 1934, CPF has
held at least $2,000 in CooocoPhillips shares for the past year, and will hold at $2,000 in such shares
through the 2006 annua) meeting. We bope that you will find this request both reasonable and easy 10
fulfill, so that an agreement might be reached-—allowing the Episcopal Church to withdraw the proposal.

M. Harry Van Buren, Staff Consultant for CPEs Committee-on Social and Fiduciary Responsibility in
. Investments, can be contacted regardmg this resolution at 503.867.0641 (tclcpbone). 505.277.7108
(facsimile), or 4938 Kokopelli Drive NE, Rxo Rancho, NM 87144,

" cc: Mr. Harry Van Buren

Retromont Planning

Pansion & (nvestment Servitas
Lite & Disability Insurance

Heelth Benefas

Proparty & Casualty insurance
Pubfishing
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RESOLU'I'ION ON CORPORATE ENVIRONMENTAL ACCOUNTABILITY TO
COMMUNITIES

Resolved, that the shareholders request the Board of Directors to report to shareholders, at reasonable cost
and omitting proprietary information, on how the corporation ensures that it is accountable for its
environmental impacts in all of the communities where it operates. The report should contain the
following information:

L how the corporation makes available reports regarding its emissions and environmental
impacts on land, water, and soil—both within its permits and emergency emissions—io
members of the communities where it operates;

2. how the corporation integrates community environmental accountability into its current
code of conduct and ongoing business practices; and
3. the extent to which the corporation’s activities have negative health effects on individuals

liviog in economically-poor communities.
Supporting statement

We belicve that corporations have a moral responsibility to be accountable for their environmental
impacts—not just effects on the entire ecosystem, but also direct effects on the communities that host
their facilities. No corporation can operate without the resources that local communitics provide, but it is
often these communities that bear the brunt of corporate actjvities.

Communities are often the forgotten stakeholders in terms of corporate activities and impact.

Many corporatious, for example, have improved their social performance with regard to employees. We
believe that corporations can and should do better with regard 10 treating Jocal-community stakeholders
more fairly. . '

There is increasing interest in better measuring and understanding corparate effects on local communities,
including how corporations can use teporting to hold themselves accountable to local communities.
Corporations are already required to collect environmental data, like the federal government™s Toxic
Release Inveatory. But this data is not always available to communities in a timely, easy-to-understand
format. Groups like CERES (Coalition for Environmentally Responsible Economiés) are developing
facility-level reporting regimes that we believe represent an evolution in terms of how coxporations are
responsible and responsive to community stakeholders. We also believe that integration of coremunity

. accountability into corporate practices—including codes of conduct——-ls consistent with good
environmental management.

There is also more and more attention being given to the adequacy of environmental impacts on cosporate
financial statements, in large pait driven by the demands of the Sarbanes-Oxley Act of 2002. We think
that the kind of report réquested in this resolution can aot only help corporations better respond to the
demands of Sarbanes-Oxley, but also reduce the likelihood that current corporate behavior will have

- negative financial consequences in the future that will have to be reported to shareholders. Simply put,
good community relations—especially with regard to the environment—make financial sense. -

" Finally, the proponents of this resolution are particularly concemed about the effects of corporate
activities on poor comrounities and communitics of color. The report requested in this resolution would
do much to assure shareholders and other stakeholders that the corporation takes seriously its ethxcal
responsibilities to all of the communities that host its facilities.

%% TOTAL PAGE.B3 x%x



Elizabeth A. Cook

, A <A
ConocoPhillips Conerte
Ll 600 N. Dairy Ashford (77079)
P.O.Box 4783
Houston, Texas 77210
Telephone: (281)293-4966
Fax: (281) 2934111

SENT VIA UPS OVERNIGHT

December 7, 2005 -

Mr. Barton T. Jones

The Church Pension Fund
445 Fifth Avenue

New York, NY 10016

Re: Proposal for 2006 Annual Meeting of Shareholders of ConocoPhillips

Dear ConocoPhillips Shareholder:

‘We received your proposal on November 28, 2005, and we appreciate your interest as a shareholder in
ConocoPhillips.

The securities laws of the United States require that we notify you, within 14 calendar days of receiving
your proposal, of any procedural defects in your shareholder proposal prior to including such proposal in
our Proxy Statement for the 2006 Annual Meeting of Shareholders of ConocoPhillips. Therefore, please
be advised that your proposal does not contain ong or more of the following as required by the Secuntles
‘Exchange Act of 1934: .

e Ifyou are a registered shareholder , 2 written statement that you intend to continue to hold at
least $2,000 in market value, or 1%, of our common stock through the date of the 2006 Annual
» Meeting of Shareholders.

e If you are not a registered shareholder, a written statement from the “record” helder of your
shares (usually a broker or bank) venfymg that, at the time you submitted your proposal, you
own and have continuously held at least $2,000 in market value, or 1%, of our common stock
for at least one year as well as your own written statement that you intend to continue to hold
the securities through the date of the 2006 Annual Meeting of Shareholders. :

In order for your pr0posal to be deemed properly submitted under the United States securities laws, your
response containing the items identified above must be postmarked, or transrmtted electronicaily, no later
than 14 days from the date you receive this notification.

A “registered” shareholder means your shares are registered in your name on the books of ConocoPhillips. If you
are unsure if you are a registered shareholder, you should consult with your bank or broker to determine your status.
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If you have any questions or would like to speak with a representative from ConocoPhiltips about your
proposal, please feel free to contact Elizabeth A. Cook at (281) 293-4966.

/éz

: Eh beth A. CooK

Sincerely,



JEO Mot ollppliy. LAVl NCUCIPLU

Shipment Receipt
(Keep this for your records.)

Transaction Date (07 Dec 2005

Address Information

‘Ship To: Shipper: Ship From:
The Church Pension Fund ConocoPhillips. ConocoPhillips.
Barton T. Jones Karen E. Clary Karen E. Clary
212-592-1837 281-293-3075 281-293-3075
445 Fifth Avenue 600 North Dairy Ashford 600 North Dairy Ashford
NEW YORK NY 10016-0109 ML3162 ML3162
Corporate Legal Services Comorate Legal Services
Houston TX 77079 Houston TX 77079

Shipment Information

Service: UPS Next Day Air

*Guaranteed By: 10:30 AM, Thurs. 8 Dec. 2005

Shipping: et r e - **19.41
Package Information

Package 1 of 1

Tracking Number: 1Z7703480198145655

Package Type: UPS Letter

Actual Weight: Letter

Billabte Weight: Letter

Billing Information :

Payment Methad: Bill Sender: 770348

Total: All Shipping Charges in USD **19.41

Note' The displayed rate is for reference purposes and does not include applicable taxes.

* Eor delivery and guarantee information, see the UPS Service Guide. To speak to a customer service representative,
call 1-800-PICK-UPS for domestic services and 1-800-782-7892 for international services.

*#* Rate includes a fuel surcharge.

Responsibility for Loss or Damage

‘Unless a greater value is recorded in the declared vatue field as appropriate for the UPS shipping system used, the
shipper agrees that the released value of each package covered by this receipt is no greater than $100, whichis a
reasonable value under the circumstances surrounding the transportation. If additional protection is desired, a shipper
may increase UPS's limit of liability by declaring a higher value and paying an additional charge. UPS does not accept
“for transportation and shipper's requesting service through the Internet are prohibited from shipping packages with a
vaiue of more than $50,000. The maximum liability. per package assumed by UPS shall not exceed $50,000, regardless
‘of value in excess of the maximum. Claims not made within.nine months after delivery of the package (sixty days for
international shipments), or in the case of failure to make delivery, nine months after a reasonable time for delivery has
elapsed (sixty days for international shipments), shall be deemed waived. The entry of a C.0.D. amount is not a
“declaration of value for carriage purposes. All checks or other negotiable instruments tendered-in payment of C.0.D.
will be accepted by UPS at shipper’s risk. UPS shall not be liable for any special, incidental, or consequential damages.
All shipments are subject to the terms and conditions contained in the UPS Tariff and the UPS Terms and Coriditions of

Service, which can be found at www.ups.com.

httne [fwww nns.com/nis/create? ActionOriginPair=print __ PrinterPage& POPUP_LEVEL=1&PrinterID=... 12/7/2005



Dec. 16, 2005 10:02AM No. 1575 P 9

Bartan T. Janes, €5
CHURCH PENSION GROUP Bato T s
Serving the Episcopal Church and Its People Qeneral Counael & Secretary

The Church Pansion Fund

445 Fitth Avenue

New Yark. NY 10018

(212) 5021837

{800) 225-8802 1637

{212) 592-9428 Fax

bjcnes@cepg.org

December 13, 2005

Ms. Elizabeth Cook
ConccoPhillips

600 N. Dairy Ashford (77079)
P.O. Box 4783

Houston, Texas 77210

Re: Proposal for 2006 Anoual Meeting of Shareholders of
anocoPhillivs — Your letter of December 7, 2003

Dear Ms. Cook:

Per the request of your letter, enclosed is a copy of a letter dated December 12, 2005
from Northern Trust, custodian for shares owned by the Church Pension Fund,
confirming ownership of at least $2,000 in market value of ConocoPhillips for at least
one year.

Quite frankly I find this added requirement for an institutional shareholder above and
beyond the representations made in our letter of November 28, 2005 to be an unnecessary
burden. It is not the way to begin a dialogue on an impostant issue with a major
shareholder and national institution. Isuggest that in the future you accept
representations made by your institutional sharcholders whose shares are inevitably held
by-a custodian.

cc: Mr. Harry Van Buren

Rotiremant Planning

Pension & investmant Sarvices
Lite & Disabifity Insurance
Heatth Banefits

Property & Casually Insurance
Pubfighing
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The Norhera Trust Company
30 South La Salic Strest
Chicagy, lllinois 6075

{312) 63000¢K)

December 12, 2005

Llovd Akbar

Assistant Controller

The Church Pension Fund
445 Fifth Avenue

New York, NY 10016

Dear Lloyd,
As custodian for The Church Pension Pund, The Northern Trust Company verifies that

The Church Pension Fund as of November 29, 2005, owns and has continuously held at
least $2,000 in market value of ConocoPhillips common stock for at least one yesr.

Sincerely yours,

Robert T, Iohnson%f\

Vice President
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About This Report

This report is the first ConocoPhillips Sustainable Development Report, and
therefore contains baseline information about its policies and programs.
This information provides an overview of ConocoPhillips for its stakeholders.

This report covers the time period from August 2002 -when ConocoPhillips
was formed with the merger of Conoco Inc. and Phillips Petroleum Company
(the merger) - through 2004, Select performance metrics are provided for 2003
and 2004. Performance data for 2002 could not be aggregated for some indi-
cators due to the different reporting practices of the two companles prior to the
merger, and therefore is only given for some metrics.

The social and environmental data in this report covers businesses for which
ConocoPhillips was the operator in 2003 and 2004.

Striving for sustainability is a continuous effort, and as
this diagram shows, ConocoPhillips takes a
thoughtful approach to addressing issues
presented by its commitment to
sustainable development. This report
discusses the core areas of

sustainable development that have

been addressed to date. Future reports
will be focused on updating the company
sustainability performance.

Approach to
Assess addressing
UCLHTER Y sustainability
Issies

Develop
Approach

S

ConocoPhillips has actively participated in an ongoing joint effort of the
American Petroleum Institute and the international Petroleum Industry
Environmental Conservation Association to develop voluntary sustainability
reporting guidelines specific to the oil and gas industry. In developing this
report, ConocoPhillips has drawn on these and many additional resources.

Additional information about the company and its sustainable development
activities can be found at hitp:/sd.conacophillips.com.

[==7.“1 This icon identifies @a This lcon identifies a Web site where more
- feedback from external information is available. The link to that
stakeholders. Web site is provided at the bottom of the page on

which the icon appears.
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Letter to Stakeholders

ConocoPhillips’ commitment to sustainable develop-
ment stems from our fundamental intent to thrive

as an enterprise and to contribute to a better world
long into the future. We recognize that our sustain-
ability as 2 company is determined by the choices we
make in growing our business and in meeting the
varied needs of our stakeholders. Our success
depends on it.

For years, the oil and gas industry has contributed to
better living standards and a vigorous world mao:.03<
by reliably providing supplies of affordable energy.

Today, our company and our stakeholders are raising

axpectations. Specifically, stakeholders are challenging
our industry to:

s Provide increasingly cleaner fuels to address
concerns for local air quality and climate
change.

» Further minimize the environmental impacts of
our operations.

¢ Help safeguard indigenous cultures.

» Contribute to improved health, education and
economic conditions everywhere we do business.

* Encourage greater transparency in how producing

. nations account for their energy revenues; and

« Ensure that our corporate reporting meets the
highest standards.

These and other expectations are in addition to

our essential requirements to operate safely, remain
competitive and contribute toward meeting the
growing global demand for energy.

The international Energy Agency has predicted that
the world's energy needs will grow by 60 percent over
the next three decades. That energy must be avail-
able and affordable to its end user, provide adequate
returns to its producer, and have minimal impacts on
environment and society. Even with an expanding
contribution from renewable resources, most of the
projected demand growth will have to be met by
cleaner-burning fossil fuels, A full portfolio of energy
options from across the energy industry will be
necessary to responsibly meet demand.

ConocoPhillips is working to provide solutions to
some of today's critical sustainable development
challenges, as seen throughout this report. We have
a substantial presence in the major oil basins of the
world, and have pioneering technologies to provide
cleaner fuels and processes. We also are among the
leading companies developing a global market for
liquefied natural gas, providing both established and
emerging economies with a cleaner energy source for

heat and power generation.

http:f/sd.conacaophillips.com




We are building a solid foundation to help us meet the
future challenges that face us. in 2003, we published
our positions on sustainable development and climate
change. At the heart of both positions are commit-
ments that lead to measurable actions from which to
judge our performance. The positions are built on our
core values, which must guide our behavior,

Safety is one of our core values. We are deeply
saddened that there were four fatalities of employees
and contractors during operational activities in 2003.
We strive to achieve our goal of zero injuries, and we
have increased our efforts to ensure that safety is the
top priority for everyone at ConocoPhillips. We are
pleased that in 2004 there were no work force fatalities.

We continue to build on our knowledge of sustainable
development. For example, we are currently studying
the issuss of human rights, water management and
bliodiversity to weigh company and stakeholder
perspectives, benchmark best practices and determine
appropriate future steps. We also are increasing our

ability to factor sustainability intc our project planning

and execution.

http://sd.conocophillips.com

Striving for sustainability is a oo:c:cocm effort, of
which we are just at the beginning. We have defined
for ourselves a clear goal: To conduct our business in a
way that promoles economic growth, a healthy environ-
ment and vibrant communitles, now and in the future.

This first report is a compilation of our .noauma
policies, business mozs:mm_ and progress to date in
meeting our sustainable development commitments.
It also outlines our sustainability strategies going
forward. Future reports will provide updates on our
performance and our evolving understanding of
sustainable development. We invite you to tell us how
you think we are doing through our Web site at

http://sd.conocophillips.com or via the mailing address

listed on the back cover of this report.

Since our inception as a new company, we have
taken important steps to achieve our goals. As we
continue to rise to the challenge, we are confident we
can accomplish even more In the years ahead.

Sincerely,

J.J. Mulva
Chairman and Chief Executive Officer



About ConocoPhillips

Who We Are

ConocoPhillips is an international, integrated
energy company. It is the third-largest integrated
energy company in the United States, based on
market capitalization, and oil and gas proved
raeserves and production; and the largest refiner
in the United States. Among nongovernment-
controlled oi! and gas companies worldwide,
ConocoPhillips had the eighth-largest total of
proved reserves and was the fifth-largest refiner
at year-end 2004,

Headquartered in Houston, Texas, ConocoPhillips
operates in more than 40 countries. As of
year-end 2004, the company had approximately
35,800 employees worldwide and assets of

$93 billion, ConocoPhillips stock is listed

on the New York Stock Exchange under the
symbol “COP."

Purpose & Values

ConocoPhillips’ purpose and values guide its
employees and represent “the spirit of performance"
that the company strives to deliver.

Purpose
Use our pioneering spirit to responsibly deliver
energy to the world.

Values

The values of ConocoPhillips are embodied in
the word SPIRIT, an acronym for Safety, People,
Integrity, Responsibility, Innovation, and
Teamwaork.




About ConocoPhillips

Worldwide Activities

The following table describes ConocoPhillips core worldwide activities. €1 The impects and benefits described are not an exhaustive
list, but represent some of the _mw:m..m dealt with in .mmo_._.ccm,:_cmm.» : o
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s also participates in the chemicals plastics production and distribution business thiough a 50 perent nterast in ChevionPhillips Chemical na:_cm:<. LLC (CPChem), o joint
ts froin DEFS and CPChern ate only reflected in tinancial data presented  this report. This o io ancludes the impacts of ConocoPis
10 LUROIL. At yer-cad 2004, ConocoPhuilips”.investiment in-LUKOIL vas. 10 percent. . .
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Performance Summary

Key Performance Indicators

ur%.“ﬂ%mﬂd,t
@ BOE = barrels of oil equivalent
» MBD = thousand barrels per day
“{ncludes ConocoPhillips’ share of equity affillates, other than LUKOIL
TRR = Tolal Recordable Rate is expressed in occupational injuries and illnesses per 200,000 hours worked
® Data revised as of March 15, 2005
Tonnes = A metric measure of weight. One tonne equals 2,205 pounds or 1.1 English tons. :
™ NAV = Not available. 2004 environmental data will be published on http://sd.conocophillips.com by the end of the third quarter 2005.
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Extending the Sustainability
of Hydrocarbons

Extending the role of hydrocarbons in meeting
energy demand includes lowering operating
costs and the environmental impact of finding
and processing energy, as well as improving the
ability to economically bring cleaner fuels to
market. ConocoPhillips acquires or develops
technologies, in-house and with partners, to be
implemented internally and/or marketed and
licensed externally.

Reducing the Cost of Production
ConocoPhillips continues to develop improved
methods for reducing the cost of exploration and
production, along with associated environmental
and safety impacts. Areas of emphasis include
reservoir performance prediction, improved
drilling technologies, and advancements in
operating excellence and project execution,
particularly in arctic development (see page 30)
and heavy oil,

An example of improved drilling technology can
be found In ConocoPhillips' Lobo field in south
Texas, where two innovations have been com-
bined to take a step forward in directional
drilling. Rotary-steerable directional drilling
allows drillers to accurately direct the well path,
ensuring that the maximum amount of the
highest-quality reservoir is penetrated. The
technology also enables safe navigation around
obstacles, such as infrastructure beneath a

Casing drilling in operation at Lobo tisld, south Texas.

production platform. In a recent well, the bit
was steered on a 30-degree diagonal path with a
180-degree turn. At the same time, this well
also used casing-while-drilling (CWD) technology.
Instead of using drifl pipe, CWD uses casing
that is cemented in place when drilling wells, By
eliminating the need to remove a drill pipe from
a well to retrieve or change a bit or fix a prob-
lem, which is generally the point where injuries
are most likely to occur, CWD can improve safety.
CWD also has significantly reduced the lost
circulation and well bore instability problems
that frequently lead to significant time and cost
overruns. Coupling CWD with rotary-steerable
technology can enhance the use of this safer,
more efficient technology.

Liguefied Natural Gas (LNG)

LNG is natural gas that has been cooled to
minus 260 degrees Fahrenhelt. This condenses
the gas to a liquid that occupies only 1/600 of
the space required for the same weight of gas.
This allows the LNG to be transported by ships
to viable markets, ConocoPhillips has been a
global leader in LNG innovation for more than
four decades, having built the first LNG carrier
used for international trade in 1959. The com-
pany also built the first successful commercial
liquefaction facility in 1969 in Kenai, Alaska,
which it continues to safely operate today. In
addition to the Kenai facility, ConocoPhillips'
LNG technology is employed in Trinidad and
pianned for use in Egypt, Equatorial Guinea,
Australia and Nigeria.

While LNG has a role in satisfying worldwide
energy needs, it has a particularly important
application in the United States, where energy
demand is quickly outpacing energy supply and
infrastructure.

ConocoPhillips has moved closer to bringing
LNG to the United States. Construction has
begun on a regasification terminal in Freeport,
Texas, that will connect with the Texas intrastate
gas pipeline system. The company will have
rights for approximately 1 biflion cubic feet

per day of the terminal's capacity. The Freeport
terminal is estimated to start up in 2008.
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But there have also been challenges. For example,
in Harpswell, Maine, residents voted against a
proposal to lease a former U.S. Navy fuel

depot site for the purpose of building a LNG
regasification facility. Siting of LNG facilities is
an important issue for the energy industry, as
the ability to site terminals in locations that
meet both industry and stakeholder needs is a
vital step toward providing the United States
with much needed supplies of natural gas.

Gas-to-Liquids (GTL) .
There are approximately 3,500 trilfion cubic feet
of known gas reserves in the world today that
are economically “stranded,” because their
locations do not favor construction of a pipeline
to connect them to markets. In addition to LNG,
ConocoPhillips has developed GTL technology
that enables natural gas to be converted to safe,
easily transportable liquid products like diesel
fuel and naphtha.

A demonstration plant at the company's Ponca
City, Oklahoma, refinery enabled ConocoPhillips
to refine the new technology prior to commer-
cialization. Results from the plant led to the
signing of a Statement of Intent for a GTL
plant in Qatar,

It is important and necessary to understand

life cycle, environmenta! and human health
potential impacts of GTL products in comparison
with alternatives. ConocoPhillips, in conjunction
with Nexant Inc, and others, joined with the
U.S. Department of Energy’s National Energy

Technology Laboratory in 3 cooperative
agreement to perform a comprehensive study
of new uitra-clean fuels produced from remote
sources of natural gas. Completed in 2004, this
study, called the Ultra Clean Fuels Life Cycle
Assessment, consisted of a life cycle inventory
and life cycle impact assessment for GTL
transportation fuels, namely Fischer-Tropsch
diesel and naphtha. This study estimated, with
available data and within available study
resources, the energy utilization and emissions
life cycle profiles of ConocoPhillips’ GTL fuels
and selected competitive fuels in the future.

E-Gas Technology

In 2003, ConocoPhillips acquired E-Gas, a
technology that gasifies coal and petroleum coke
to produce electric power, while co-producing
hydrogen and steam. In addition to being
cost-efficient, the system reduces sulfur
dioxide emissions to less than one-tenth of that
required by U.S. Clean Air Act standards. It
also lowers nitrogen oxide emissions and
reduces particulate emissions to negligible
levels. Carbon dioxide emissions from facilities
using gasification technologies are 20 percent
lower than those from typical pulverized coal
plants currently in operation. {n addition, these
facilities can be upgraded for carbon dioxide
remova!l in the future at a fraction of the cost
and performance impact that would be seen in
conventional coal and coke power plants and
natural gas-fueled plants. in discussing the
Wabash River Coal Gasification Repowering
Project, which employs E-Gas, the U.S.

] Department of Energy stated: “Even when
operating on relatively high-sulfur coal, the
Wabash River project is the cleanest coal-fired
power plant in the world of any technology.”

S Zorb™ Sulfur Removal Technalogy (SRT)

S Zorb SRT reduces sulfur content in gasoline to
ultra-low levels ~ below 15 parts per million in
many instances. It yields nearly 100 percent of
the original feed stream, without sacrificing
quality or octane, ConacoPhillips refineries in
Borger, Texas, and Ferndale, Washington, have
installed and are operating $ Zorb SRT, and its
Lake Charles, Louisiana, refinery is well under
construction on its instailation of $ Zorb SRT.

T VTN ST AEir oo

The company’s fargest low-sulfur gaseline unit to date is at
the Ferndale, Washington, refinery.
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ConocoPhillips' Role in an Alternative Energy Future

Gontrolled Hydrogen Fleet and Infrastructure
Demonstration and Validation Project
ConocoPhillips is involved in an effort to fur-
ther demonstrate and validate advancements in
hydrogen-based transportation infrastructure.
This project team includes ConocoPhillips, Air
Products, the Nationa! Fuel Cell Research
Center at the University of California at Irvine,
the University of California at Davis,

California's South Coast Air Quality
Management District, and automakers Toyota
Motor Sales USA, American Honda Motor,
Nissan North America inc, and BMW. The
ambitious five-year program, announced in
2004, is funded in part by a grant from the
DOE, as part of its national Controlled
Hydrogen Fleet and Infrastructure
Demonstration and Validation Project. @)

ConocoPhillips' role in the project is to provide
up to six of the 24 California fueling stations at
which multiple approaches to distributing
hydrogen will be explored. Fueling stations

will be provided hydrogen produced from both
natural gas and renewable energy sources.
Some stations will be able to dispense both
gaseous and liquid hydrogen.

Freedom Car and Fuel Partnership

This collaborative effort consists of the U.S.
Department of Energy (DOE), automakers and
energy companies. This partnership &2
provides a structure and process for dialogue
on hydrogen
research, with
a focus on
pre-competitive,
high-risk
research that
addresses technology breakthroughs needed

to realize the National Hydrogen Energy
Roadmap. @3 Additionally, the group explores
the energy, environmental and economic
attributes of various pathways to hydrogen
production, as well as the merits of hydrogen-
powered fuel cell vehicles relative to other
advanced fuel-vehicle systems. ConocoPhillips
joined the partnership in 2003 and participates
in the executive steering group, fuels opera-
tions group and additional technical teams.
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Corporate Governance @

ConogcoP ps' board of directors provides
oversight of the company's policies, practices
and performance. At March 31, 2005, the board
consisted of 13 independent directors and one
employee director ~ the chairman of the board
and chief executive officer (CEQ).

In December 2002, the company established a
disclosure committee, comprised of members of
senior management and chaired jointly by the
chief financial officer (CFO) and the general
counsel. The disclosure committee establishes
and monitors the company's disclosure controls
and procedures, as well as reviewing and
supervising the company's reporting to the SEC,
financial press releases and presentations to
analysts and the investment community. Prior to
signing certifications of financial responsibility,
the CEO and CFO meet with the disclosure
committee and review each U.S. Securlties and
Exchange Commission (SEC) filing. @2

Accountability for
Sustainability Issues

Members of ConocoPhillips’ senior management,
each reporting directly to the CEO, own the
ultimate responsibility for developing corporate
strategy, reporting company performance, and
assisting the businesses with implementation of

e
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Accountability

sustainability issues. Progress on e TSN Hoard of Directors Committees
. o i | (with Sustainability L oversighit)

sustainability-related issues is reported Cowpensation
to the appropriate committees of the Committee
board of directors. (See diagram at right.)
The company's businesses are responsi-
ble for Integrating sustainability issues
into day-to-day operations and held
accountable through an annual goal-
setting process. In 2004, E&P business
units began preparing sustainable
development action plans. Also, the

leadership teams of both E&P and R&M mwww._a i
have set business-wide goals for 2005 fhalsstesaiialy

for implementation of their highest
priority sustainable development issues.

Integration of
Sustainability
Commitments into
Business Process
ConocoPhillips' project autherization
guidelines, which establish corporate - prment tesm e
guidelines for capital project approval, 6ycle.of the project during construction -and-
and due diligence standards require ’ R S
that any new business venture identify
health, safety, environmental, and
social risks, in addition to technical,
commercial and political constraints.
The company is revising the project
authorization guidelines to address its
sustainable development commitments.
In addition, any new venture must
demonstrate that those risks and
constraints can be addressed, in order
for the project to be approved.

listing of impacts and management comimitments.

" aredetafled-Tn a'public environmental repért. -
" availablg on the project’s Web site. @1 -
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Stakeholder Engagement

ConocoPhillips engages with its stakeholders to

understand their diverse and evolving expecta-

tions and to incorporate that understanding into

the company's strategies and actions. Key stake-

holders include:

+ Employees - The company seeks employee
input via an employee opinion survey,
through town hall meetings, and in employee
development discussions and business unit
and function efforts,

+ Shareholders — The company communicates
with its shareholders through company reports
and SEC filings, annua! shareholders’

Thirteen of the company's 14 company-operated
refineries have established commuhity advisory
councifs (CACs) that meet regularly and promote
dialogue between :6 local community and «m::mQ

.'management, The one refinery without:a CAC °
‘engages its local ‘community by working through
established local organizations. Comprissd of a

. cross-sectionof the community, CACs provide

) _:uE ammﬂ ing noaacs_q opinions, discuss -
‘upcoming refinery plans’ m:a their’ impact ¢ on the
" ¢ommunity, and plan activities. that further. devels
-the a::m: 5! _,m_m:o:m:_Um i:r z._m noEBc:_Q

CACs also can u3<am input 58 the company’ m )
broader activities. For example, reprasentatives
from the majority of ConpcoPhillips CACs
discussed the company's sustainable development
plans with corporate and refinery managers at'a
recent meeting. Regarding the experience, Bonnie:
Christerisen, a member of the. CAC for'the- Los
Angeles refinery sald, “We were migst -
‘certainly impressed with the company
[fepresentatives, and the can or with. szn:
3m< m:mimaa the: questions from ﬁzo <m:o¢m.

::v.:,u.a Cor cﬂ.cc:_::: nc:_

meetings, information on ConocoPhillips’ Web
site, and annual presentations to securities
analysts. The board of directors maintains
a process for shareholders and interested
parties to communicate with the board, as
described on the company’s Web site. @§1

» Government - ConocoPhillips engages with
governments in the key areas of public policy
that affect the company (see page 15),
business development activities, and in
permitting and managing the company's
operations in accordance with regulations.

* Communities —~ The company’s major projects
and business unit facilities engage with

‘Stakeholder m.:mmmmsn.__,.nqﬁo:.m__ ‘Community. Advisory Councils

no:.:.:::.q leaders, ConocoPhi um. we- vm__m<m.
gained even more Insight into the tommunities
surrounding their refinerigs. Other corporations.
could- learn from ConocoPhillips’ outreath to the

- comimunities in which they operate.”

communities in a variety of ways, including

consultations on specific projects, regular

public forums and ongoing conversations.

Customesrs, Partners, Suppliers and Contractors -

The company has a variety of avenues for

communicating with its customers, partners,

suppliers, and contractors. For example,

U.S. Marketing business partners can take

advantage of BizLink, a proprietary extranet

Web site, to access financial information,

interactive processes and fuel purchasing

procedures, and submit e-mail questions and
feedback., With the company's contractors,
safety is an important issue, one that several
operations address via contractor safety
training and education programs.

« interest Groups ~— In addition to the information
available in company reports and on the Web
site,.ConocoPhillips connects with project-
specific interest groups as part of its project
engagement activities.

ConocoPhillips recognizes that it can improve
its stakeholder engagement competency by
developing principles for effective stakeholder
engagement that will establish company
expectations for such activity. The company
is drafting the principles based on the results
of an internal workshop in which practitioners
of stakeholder engagement from a wide cross-
section of businesses and regions around the
world came together to share experiences.
ConocoPhillips' E&P and R&M businesses
are evaluating their stakeholder engagement
activities as they begin implementing their
sustainable development action plans.
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Ethics

Code of Business Ethics and Conduct
ConocoPhillips’ Code of Business Ethics and
Conduct 1 summarizes the standards for
ethical conduct and compliance with the law
expected of the company's employees, contractors
and other individuals who work on the company’s
behalf. The code sets forth the company's

position on respect for the individual, maintaining .

safety and health, protecting the environment,
observing the law and upholding honest business
practices. The code is available on the Web, has
been translated into multiple languages, has been
distributed to all employees and is provided to all
new hires. Employees are required to annually
certify their personal compliance with the code.
In addition, periodic ethics reminders are sent to
all employees via e-mail.

To help employees familiarize themselves with
the code, ConocoPhillips offers online courses
on a wide range of compliance and ethical
issues relative to ConocoPhillips and its
business operations. These courses provide
background information on each issue, answer
frequently asked questions, and offer brief
self-administered quizzes to ensure that the
employee has mastered the information.
Mandatory courses in 2004 included ethics,
preventing workplace harassment and e-mail
use for U.S, employees, Ethics and e-mail use

training by international employees is on-going.
Supervisors or managers may recommend or
require completion of additional courses, espe-
cially for employees whose work requires training
for a particular compliance area, such as the
U.S. Foreign Corrupt Practices Act (FCPA),
insider trading, sanctions, export controls,
antitrust or antiboycott.

Employees may report ethical violations
anonymously, either by an international, toll-free
hotline or by e-mail. The company’s corporate
compliance and ethics committee, composed of
senior executives and attorneys, provides regular
reports to the chief executive officer (CEQ),

as well as to the audit and finance committee
of the board of directors, regarding the results
of annual code certifications, the state of
compliance acti s, and the handling of
reports of violations.

Foreign Corrupt Practices Act

Compliance with the FCPA, as well as similar
statutes enacted by some member countries of
the Organization for Economic Co-operation and
Development, are particularly vital to
ConocoPhillips, since the company operates in
more than 40 countries. FCPA prohibits giving
anything of value, directly or indirectly, to offi-
cials of foreign governments or forelgn political
candidates in order to obtain or retain business.

In addition, the United States and many
countries have laws and regulations regarding
business gratuities that may be accepted by
government personnel. Because entertainment
and business gifts are an important part of
doing business in some cultures, it requires
special training to determine to what extent
these are permitted by law.

In 2003, ConocoPhillips enhanced its training
program for both FCPA and government sanction
laws. In addition to Web-based training, numerous
in-person training sessions were conducted
throughout the company. The sessions were
conducted by attorneys who assisted employees in
understanding how the FCPA applies to their work.

Human Rights

Many of ConocoPhillips’ existing policies

and practices for equal opportunity, anti-
discrimination, and heaith and safety protect
human rights wherever the company operates.
The company continues to study the changing
global work environment to further expand its
understanding of that environment and better
define the company’s roles and responsibilities.

United by their commitment to human rights
and corporate social responsibility, the
governments of the United States and the
United Kingdom, companies in the mining and

ittp:f/sd.conocophillips.comn
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energy sectors, and zo:.mo<m_,:3m=8_ organiza-
tions collaboratively developed the Voluntary
Principles on Security and Human Rights @1
(the Principles). The Principles provide guidance
to companies attempting to ensure the safety
and security of their operations within a frame-
wark that respects human rights and fundamental
freedoms. The company subscribes to the vaiyes
the Principles promote. Recognizing there is
always room for improvement, the company plans
1o continue to identify additional opportunities
for expanded implementation of the Principles.

Security

ConocoPhillips has responded to the increased
risk of terrorism and other threats to its
operations with a program to identify, prevent,
detect, deter and mitigate potential attacks
against company personnel and facilities. All key
facilities and operations are subjected to periodic
security vuinerability assessments in which
specially trained security professionals determine
likely threats and develop appropriate
countermeasures, These assessments provide the
foundation for Investments in security system
upgrades at company facilities around the world,

ConocoPhillips works closely with local, national
and international governmental agencies to
understand the unique security risks present in
each of the countries in which it operates, The
company also works closely with public and
private sector entities to develop security
measures to minimize risk to employees,
facilities and nearby communities. For example,

U.S. Customs and Border Protection of the U.S.
Department of Homeland Security recently
certified ConocoPhillips’ supply chain security
processes as fully compliant with the provisions
of the voluntary Customs -Trade Partnership
Against Terrorism program. &2

Participation in Public Policy
ConocoPhillips engages in public policy
discussions through different means, Including
membership in trade associations involved in
public policy issues, research, and direct lobbying
campaigns on specific issues, The company's
current public policy areas of emphasis are
energy policy, fuel standards, climate change
and clean air issues, and industry heaith,
environment, safety and social issues,

ConocoPhillips belongs to a number of

organizations related to sustainable

development, including:

* World Business Council for Sustainable
Development

* United Kingdom Business Councit for
Sustainable Development

* International Petroleum Industry
Environmental Conservation Association

* American Petroleum Institute

* Several climate change-related associations
(see pages 32-33)

ConacoPhillips' Code of Business Ethics and
Conduct regulates its interactions with public
officials. Corporate contributions, made in
accordance with U.S. law, and contributions from

Spirit PAC, the U.S. employee political action

committee (PAC), are guided by the following

criteria: the candidate's integrity and character;

leadership potential; positions on issues and

voting record; relevance to company operations;

nature and strength of the candidate’s election

opposition; and the candidate’s access to other

sources of financial assistance. Contributions go

directly to the candidate, generally avoiding:

* Independent expenditures in support or
opposition of a candidate

* Out-of-election-cycle contributions

* Contributions to presidential campaigns

* Contributions to leadership PACs

* Contributions to nationaf political parties

* Large contributions to trade association PACs

All corporate political contributions are reviewed
by either interna! or independent counse) prior
to being issued and are reported to the public
policy committee of the board of diractors. The
Spirit PAC treasurer reports all receipts and
disbursements to the Federal Election
Commission @u and appropriate state agencies.

In 2004, corporate contributions to state and
local candidates in the United States and
Canada (the only countries in which
ConocoPhillips makes political contributions)
totaled $202,800. Spirit PAC contributions
totaled $316,200. ConccoPhillips also makes
corporate political contributions in states where
it is allowed, to address issues significantly
impacting its operations,
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Relationship with Employees

A motivated, talented work force is a key asset
for ConocoPhillips. To sustain that work force,
the company must protect employees' rights,
reward hard work, encourage employee develop-
ment and provide opportunities for dialogue.
The company’s employee policies and programs
are global, and with operations in over 40 coun-
tries around the world, are Implemented in ways
that respect the local laws and culture. All are
consistent with the underlying principle of
ConocoPhillips' “people” value: respecting
everyone in ConocoPhillips’ work force,

Global Work Force Development

ConocoPhillips strives to place the right people,
with the right skills, to create the right business
results. Today, the energy industry faces two key

- Almeost F Work force and
2 87% of work "
force are 4.3,
nationais

lendership are
liverse in
expericnce and
perspectives,
anil
, reflect the
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in which
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“are UGS
aucasian |
males”
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challenges: attracting a skilled work force that
reflects the population of global operations,
and providing a flexible yet productive work
environment that attracts, develops and retains
high-performing employees.

Leadership

ConocoPhillips has developed a leadership
succession management process and engages in
mentoring to help identify and cultivate the next
generation of talented leaders. The company is
currently exploring how best to add to these
efforts and to encourage leadership diversity
into its succession management process.

Developing a Local Work Force

Local and Global Opportunities

In all company locations, ConocoPhillips is
committed to developing local employment
opportunities that provide not only local jobs
but also opportunities for development into
potentiai global career assignments, To support
this goal, the company has developed talent
management teams to ensure consistent
development and staffing opportunities world-
wide for key disciplines in each business and
corporate function. The teams create consistent
career maps that outline the skills and expecta-
tions for each career path, The teams evaluate
staffing on a global basis, to consider qualified

http://sd.conocophillips.com
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candidates from all regions, and review career
map promotions, along with training and devel-
opment, to ensure glabal consistency.

In addition to managing the existing talent pool,
E&P has developed a global recruiting and
development strategy scheduled to be fully
implemented by the fall of 2005. The program
will include training programs and rotational
assignments, and the opportunity for select new
hires to have an international development
assignment designed to encourage global
mobility early in an employee’s career.

Employee Development Through Talent
Management

Talent management is ConocoPhillips’ approach
to developing people and driving business
results. Development is a joint responsi

<|

all employees are responsible for managing their
own careers through performance management

Employss dovelopment is roughly 10 parcant acguiring knowledge
through training and formal education, 70 percent applying that
knowladge, and 20 percent learning and adapting from fsedback
and coaching.

::vn,:mapnc:cnow:m_._:;..nc_:

and continued learning, while the company

is responsible for providing development and
learning opportunities that encourage employee
success while helping the company reach its
strategic goals.

in addition to participating in global work
force planning and staffing as described above,
ConocoPhillips’ talent management teams
identify critical skill sets and create develop-
ment tools such as career guides to help
employees and supervisors manage functional
career development. Functional-based talent
management teams, which cover about

40 percent of ConocoPhillips’ work force,
include engineering, geosciences, business

development, transportation, marketing,
commercial, finance, global information services,
legal and human resources, among others.

For employees not covered by a talent
management team, development goals can be
achieved by working with supervisors through
the performance management process.

ConocoPhillips is developing a global learning
and development framework that will provide
tiers of programs for the different needs
employees have at different times in their
careers, such as new hires, front-line supervisors
or more senlor leaders. All of the offerings
center around key themes of delivering results,
managing change and developing relationships.

Lacal Opportunities in California
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Employee Dialogue

ConocoPhillips conducts regutar employee
opinion surveys that are open to all employees
and available in multiple languages.
ConocoPhillips utilizes the survey feedback to
improve the effectiveness of the organization.

.

Chalrman and CEO Jim Mulva greets smployees at a town half meeting.

Promoting a Positive Work Environment
ConocoPhillips’ Code of Business Ethics and
Conduct €81 sets global standards for equal
employment opportunities in recruiting,
compensation, professional development and
promotion; promoting a harassment-free work
place: and respecting employees’ rights to
bargain collectively. The company also has
established regional policies that further

elaborate on how these etements of the Code of
Business Ethics and Conduct will be put into
practice according to local law,

ConocoPhillips has a global open door policy for
resolving work place issues. The policy outlines
steps employees can take to resolve conflicts,
beginning with working with the other party,
enlisting the help of the employee's supervisor,
and, as needed, gaining assistance from human
resources personnel and company management.
There may be times when employees feel they
cannot take issues to supervisors. Should this be
the case, employees may discuss the

situation directly with a human resources
representative, who can pursue the issue at

the appropriate level in the organization.

All employees also have access to the company's
ethics hotline through which they may anony-
mously share information, raise guestions or
lodge complaints regarding violation of policy.

ConocoPhillips offets training programs that help
employees understand work place policies and
help them handie difficult situations. In 2004,
all U.S. employees were required to complete
training on preventing work place harassment
and all supervisors must complete the module
on equal employment opportunity. In addition,
courses are being piloted in the United States
and adapted for other regions as requested by
the local operation, on crucial conversations,
civil treatment for employees and guiding
conflict resolution.

As mentioned on page 14, ConocoPhillips is in
the process of deepening its understanding of its
role with respect to human rights, in that effort,
the company plans to examine what additional
provisions need to be addressed to ensure
protection of employee rights in its work places
around the world,

Employee Wellness

ConocoPhillips values the health of its
employees, and knows that a healthy work force
is productive and fowers health care costs for
employer and employee alike, The company has
more than 40 clinics in 10 countries in order to
respond to employee health needs that arise
during the work day. For employees in higher
health-risk situations, either due to the remote-
ness of their location (such as offshore) or the

Employse recelves 2 health screening,

http:/fsd.conocophiflips.com
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potential for exposure (such as emergency
response personnel), the company conducts
risk-based pre-placement and periodic medical
examinations, In countries where the company
operates and has clinics and where medical
infrastructure is lacking, the company partners
with the community to make clinic services
available to the public.

Focusing on Preventive Heaith
ConocoPhillips has launched a global wellness
program — MyHealth — which helps individuals
identify potential health risk factors and the
actions they can take to reduce them, learn the
necessary steps to improve and protect their
health, and make positive lifestyle choices.

MyHealth Wellness Program educational
resources, seminar and health fair kits, and
wellness information are provided to employees

worldwide. Many businesses also sponsor
physical activity and nutrition challenges that
motivate employees to pursue healthy lifestyles.

Endemic Diseases

ConocoPhillips recognizes the effects endemic
diseases, such as malaria, HIV/AIDS, tuberculosis
and others, can have on the company employees
and the surrounding communities. The company
currently is exploring approaches to address
issues surrounding endemic diseases relevant to
its employees, their families and the communities
where they live and work.

Employee Assistance Program
ConocoPhillips’ Employee Assistance Program
(EAP) provides an additional behavioral health

employees and their dependents experiencing
mental health problems affecting their personal

es, family or work. EAP counselors are mental
health professionals who have special training
and skills to assist in assessing problems,
identifying choices and developing plans of
action. EAP services are available in the majority
of ConocoPhillips' locations and employ local
counselors that are native speakers and under-
stand the local culture.

Staff Reductions Through Periods of Change
ConocoPhillips reduced staff in the United States
by approximately 22,600 positions from August
2002 to December 31, 2004, As the graph shows,
approximately 80 percent of those reductions
involved the sale of assets to other companies. In
most cases, employees were offered positions by
the new owners of those assets at the time of sale.
Approximately 10 percent of the reductions were
othar merger-related severances. Those employees
were eligible for severance benefits, including
outplacement support. The remainder are
employees who have left the company through
normal attrition, such as retirement or resignation.

Staff Reductions
August 2002-December 31, 2004

0%
@ Asset Sales

& QOther Merger Reductions
® Normal Attrition

10%

During perlods of reorganization, a change
management toolkit is available to assist employees
and managers. Counselors from EAP are available
to help employees with the emotional effects of
change, and offer training classes on coping with
change as wel! as individual counseling.
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Wﬂmﬁoﬁmav with the a component to assess the key community
Community stakeholders in the region and determine their
As part of ConocoPhillips' core value of main interests and concerns.

“responsibility,” the company has committed . .

to be a valued member of the community. Indigenous Communities

Many of the company’s major projects have Respecting Indigenous communities is an
undertaken assessments of community impact, impartant part of addressing the company's
The company's due diligence guidelines include community impact. Company businesses that

Development and Tradition Working Together

interact with indigenous communities have
programs and practices in place to maintain
good relationships with their communities.
Representative examples include guidelines for
employee and contractor relationships with the
Warao community in Venezuela; working with
aboriginal communities in Canada to expand
their capacity to engage in discussions about,
and recelve local benefits associated with,
company activities; and working with the
artisanal fishing community in Cameroon to
ensure seismic data acquisition ships and
fishing boats safely coexist.

Community Investment

ConocoPhillips invests in community programs that
are aligned with its strategic business objectives
and that reflect its vision and values. The company
looks for programs that provide sustainable com-
munity development and build self-sufficiency
instead of creating dependency. ConocoPhillips
believes in capacity building — investing in skills
and systems that empower communities to
improve their quality of life — and more and more
this is where the company focuses its efforts.
ConocoPhillips' investments in the community take
many forms, such as cash contributions, in-kind
giving, infrastructure developments, training
programs and employee volunteerism.

Philanthropic Giving

In 2004, ConocoPhillips donated an estimated
$37.1 million to charitable organizations. Of that,
8 percent was given cutside the United States.
These donations are in addition to the praject
funds allocated to major community infrastructure
and environmental improvements that are part of
the operating budget for company projects.

hitp:/fsd.conocophillips.com
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Capacity Building
Business is increasingly shifting from strict philanthrepy to a more proactive form of community deveiopment and capacity building (investing in skills and systems that

empower communities to improve their quality of life). As E&P activities take the company mare and more into countries with deep social needs, the company is evolving
provide apportunities for local

Some examples of how company provided helow.

http://sd.conocophillips.com
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As indicated below, the company focuses on
education and youth, civic and arts, safety and
social services, and the environment.

Estimated Cash Contributions
2004
Estimated Millions of Dollars

# Education & Youth

@ Safety & Social Services
@ Civic & Arts

& Environment

Education and Youth is the cornerstone of
ConocoPhillips’ giving portfolio. By supporting
education, the company helps communities
strengthen their economic base and trains its
future work force. In 2004, ConocoPhillips
provided $16.5 million to universities around
the world. ConocoPhillips also matches gifts
from U.S. employees, directors and retirees to
elementary and secondary schools, universities
and technical institutes. In 2004, approximately
$1.8 million of the corporate educational
spending was contributed through this program.

Employee Volunteerism is another key emphasis

for the company, One-on-one involvement in
communities develops employee skills, facilitates
teamwork, and helps employees understand and
appreciate the interdependence between the com-
pany and the communities where it does business.
ConocoPhillips supports the efforts of employees
who volunteer in thelr communities through the
company's Employee Volunteer Grant Program.
U.S. employees may apply for grants of up to
$3,000 for capital improvements and up -

to $500 for planning projects for charitable

organizations in which they volunteer their time.
Employee volunteerism also is fostered through
company programs that encourage involvement
in local charitable activities, such as support
for the United Way and Special Olympics.

The Search for Solutions

Community Input

ConocoPhillips' businesses strive to incorporate
community input into the process of deciding
where company contributions can be most valu-
able. For example, the ConocoPhillips Azerbaijan
business unit employed a stakeholder process
to gain input from local nongovernmental
organizations, representatives of vulnerable
groups, government and other members of the
community into the gperation’s giving strategies
and volunteer efforts. One project that resulted
from such consultation was the Baku Exhibition
and Sale of Arts and Handicrafts of Azeri
disabled artists. Consultations with the disabled
artists helped identify specific needs, while
constltations with government agencies helped
determine the best ways to contribute. Rather
than simply making a cash donation,
ConocoPhillips provided materials to the artists,
so0 that they could produce and sell their works
at the exhibition, thereby gaining income,
recognition and self-esteem.

After the success of the first exhibit,
ConocoPhillips was contacted by the Azerbaijan
Embassy in the United Kingdom to exhibit works
of the disabled artists in London. The exhibition
drew international attention to the problem of
the disabled in Azerbaijan. Through the money
and recognition earned from the exhibitions, the
disabled artists founded artistic.and sewing
workshops and have gained new commissions.
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HSE Policy, Management
System & Audits

ConocoPhillips' Health, Safety and Environment
(HSE) policy @1 applies to all owned and
operated locations and commits the company
to working with its subsidiaries, affiliates,
contractors and governments worldwide to gain
their support in adhering to the company policy.
ConocoPhillips’ Health, Safety and Environment
Policy commitment reads as follows:

ConocoPhillips is committed to protecting
the health and safety of everybody who
plays a part in our operations, lives in the
communities in which we operate or uses
our products. Wherever we operate, we will
conduct our business with respect and care
for both the local and global environment
and systematically manage risks to drive
sustainable business growth. We will not be
satisfied until we succeed in eliminating all
injuries, occupational illnesses, unsafe
practices and incidents of environmental
harm from our activities.

ConocoPhillips has instituted an HSE
management system standard as a tool for
implementing the HSE policy and ensuring
effective HSE programs.

The company audits its facilities against the
HSE policy. Any gaps in performance against

the standard result in a2 nonconformance that
requires the business to develop a corrective
action plan. Plans are updated at ieast every six
months, at which time a business with a prior
nonconformance must report to management
whether it has been corrected. Large, complex
facilities are audited annually, alternating
emphasis between health and safety the first

year, environment the second year, and
management systems the third year. Company-
wide, in 2004, corporate auditors performed 60
compliance audits for health, safety and
environment and 15 management system
audits. Sites also perform their own HSE and
management system self-assessments regutarly.
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ConocoPhillips employs an incident notification
standard and system for failures and situations
that can cause the potential for failure (or near
misses). The computerized system ensures that
senior management is notified within one
business day for significant incidents and are
telephoned immediately for the most serious
incidents, [nvestigations seek to identify the
root cause of the incident or near miss, and
key learnings are communicated within the
company to help prevent recurrence.

Occupational Safety & Health
Safety Performance

ConocoPhillips’ safety goal is zero injuries,
illnesses and incidents. Improvements in
company safety statistics in 2003 and 2004 are
a start toward achjeving these goals. However,
the company acknowledges its performance in
safety must improve further,

In 2004, 40 percent of the ConocoPhillips busi-
ness and support organizations for which safety
statistics are reported achieved the goal of zero
recordable employee injuries. Sixteen percent
also achieved zero recordable contractor injuries.

A key to improving safety performance is focusing
on safe behavior. ConocoPhiilips' operations
develop programs that emphasize a worker's
personal responsibility for working safely and
encourage a culture of watching out for each other.
Supervisors are encouraged to “walk the talk,”
ensure their behavior sets an example, and identify
ways to reinforce safety messages with employees.

Several ConocoPhitlips’ operations employ Safety
in Motion, a behavior-based safety process and

ergonomics program. On the behavior side,
employees learn safety auditing skills ~
observing people while they work, reinforcing
safe work practices, and correcting unsafe acts
and conditians. On the ergonomic side, employees

The employess and contractors that make up the -
company's global work force improved their total
recordable rate (TRR) 31 percent from 1.13 .
injuries per 100 workers In 2002 to 0.78 in.2004.
In both'2003 and 2004, 21 percent of all injuries

Work Force Total . Bmiployee E.m
Recordable Rate (TRR)

Contractor ._ zz

use Safety in Motion's proven training and
action system to reduce the incidence of
musculoskeietal pain and Injury, including
common and costly strains, sprains, back pain,
tendonitis, slips and trips. The five-module

Four of the.injutles proved fata
v Noom j,.ma ere rio aﬁ:.g

*Data revised as of March 15, 2005.
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program emphasizes shifting forces to parts of
the body designed to handle those stresses.
Training gives employees practical techniques to
reduce physical stress and strain, boost balance
and strength, and improve productivity.

The company has implemented several programs
to drive contractor safety improvements, including:

Contragtor Health & Safety Standard — This
standard, instituted in April 2004, supplements
the HSE management system standard by
establishing minimum expectations for health
and safety management of contractors,

E&P and R&M Contractor Safety Functional
Excellence Team — This team works on contractor
safety issues common across all businesses,
The team is standardizing the contractor
pre-qualification process and assessing incident
trends to identify and address root causes.

The team also helps share best practices across
the company.

Refining Contractor Safety Network — Refining
representatives have started a contractor safety
network with monthiy conference calls to share
information, including contractor pre-qualification,
performance auditing, management incident
reviews, HSE management system implementation
for contractors, injury analysis, action plan
development, and security background evaluations,

E&P Best Practices Benchmarking — E&P is in the
early stages of establishing an internal gap
analysis based on lessons learned from industry
leaders in contractor safety,

industriat Hygiene and Dccupational
Medicine Standard

ConocoPhillips has instituted an industrial
hygiene and occupational medicine standard,
which establishes overall requirements for
assessment and control of work place health
hazards, medical surveillance to monitor and
validate the effectiveness of the control
measures employed, and the determination

of applicable exposure limits. This standard is
included in the company’'s HSE audit process.
(See page 23 for more on the audit process.)

Ergonomics

Ergonomics is the science of studying people at
work, and then designing tasks, jobs, tools,
equipment, facilities and the environment so that
people can be safe, healthy, effective, productive
and comfortable. Guidance documents and risk

The company's Borger. Texas, rafinery earned the 6SHA Voluntary
Protection Program “Star” rating, along with the technology
centers in Ponca City and Bartlesville, Ckiahoma.

assessment tools are available for office-related
work situations. Field-related programs are
being piloted in ConocoPhillips’ businesses.
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Safe Handling of Chemicals

ConocoPhillips is an active partner in the U.S.
Environmental Protection Agency’s high production
volume chemical testing program. @1 The
purpose of the program is to provide information
on potential heaifth and environmental impacts
of chemicals produced in large volumes in the
United States, but for which impact data is not
publicly available. Through testing groups

set up by the American Petroleum Institute
and the American Chemistry Coungil,
ConocoPhillips is sponsoring health and
environmental effects testing on nearly 400
products and refinery intermediate streams.
Being

2 a safe Neighbor
The company must ensure that its presence does
not compromise the safety of the community —
not only for employees, but also for neighboring
residents and the local environment. The company
does so by strengthening the integrity of its
facilities and equipment to prevent incidents,
preparing for emergencies, and responding
quickly, ConocoPhillips also seeks to share its
safety values with the community at farge.

Mechanical Integrity

Part of reaching the company's safety goal

of zero is to eliminate unplanned events by
strengthening mechanical and operating
integrity programs. ConocoPhillips follows
industry standards on managing equipment and
has established additional internal standards
for fixed assets and equipment. All company-
owned and -operated refineries and many
upstream assets are participating in a peer

assist program, in which employees visit
other locations to share ideas for improving
mechanica! integrity.

During 2001 and 2002, the consulting firm
Det Norske Veritas performed mechanical
integrity audits of the company’s U.S. and U.K.
refineries and major E&P assets. Areas suggested
for improvement include elevating the
organizational focus on mechanical integrity;
the development of mechanical integrity
metrics; strengthening management of change
processes and auditing programs; and enhanced
training. The improvement opportunities were
prioritized after being divided into site or global
issues. Each refinery and E&P asset, along with
support from the company’s technology groups,
has developed plans to address the key areas.

In 2003 and 2004, key mechanical integrity
metrics were established to measure
performance and track improvement progress.
Also, the mechanical integrity portion of the
corporate HSE auditing process was updated to
ensure additional focus on mechanical integrity,

The mechanical integrity program for the com-
pany’s crude oil gathering system has yieided
significant results. The program involves imple-
menting measures beyond current regulations to
reduce leaks and spills, including ad
testing and cleaning of the gathering lines and
upgrading components to materials with greater
corrosion protection. These efforts have
contributed to reducing the number of pipeline
releases by more than 40 percent since 2000,

(Percentages present pro forma as if the merger
had occurred on January 1, 2000.)

Several significant events occurred at company

facllities between late 2002 and mid-2004.

In all major incidents, the company conducts

full investigations to identify root causes and

steps to prevent a recurrence. The following
incidents attracted particular public concern:

* An explosion and fire at the Ponca City,
Oklahoma, refinery resulted in injuries to five
employees and one contractor. One of the
employees died as a result of his injuries.
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e A storage tank in Glenpool, Oklahoma,
caught fire, spilling diesel fuel and crude oil.
As a precautionary measure, residents
within a one-mile radius were evacuated for
two days.

* Mechanical failures occurred in a boiler at
the Carson, California, refining facility, and a
power failure occurred at the Lake Charles,
Louisiana, refinery. The Lake Charles incident
resulted in a release of sulfur dioxide.

*» Fires occurred at: an out-of-service tank
undergoing mechanical repairs at the Sweeny,
Texas, refinery; a product terminal struck by
lightning in East St. Louis, Hlinois; a naphtha
hydrotreater unit at the Alliance refinery in
Belle Chasse, Louisiana; and a catalytic feed
hydrotreater at the Wood River refinery in
Roxana, lllinois. In these cases, company
emergency response or operations personnel
expediently brought the situation under
control and minimal injuries were sustained.

Key learnings from incidents are shared to
prevent like or similar incidents.

Marine Integrity

Combined, ConocoPhillips and its subsidiary,
Polar Tankers, own a total of 13 tankers.
Eleven of the 13 tankers are double-hulled,
with one additional double-hulled vessel to
be completed by early 2006. The full
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ConocoPhillips and Polar Tankers tanker fieet
will be double-hulled in 2008, All of the
company's 14 barges also are double-hulled.
The company has a ship vetting plan - a review
of a vessel’s safety management, security and
maintenance history, and procedures that take
place before a vessel may carry its product -
for both ConocoPhillips' fleet and contracted
vessels, including barges. And the company has
expanded its management system audit process
to include contracted ships and barges, as well
as the company fleet.

ConocoPhillips has upgraded its marine
environmenta! impact policy to treat all oceans,
not just those designated by the International
Convention for the Prevention of Pollution from
Ships (MARPOL), @81 as MARPOL Annex V
special areas by 2006. This means being
capable of retaining oily wastes on board or
discharging them to onshore reception facilities,

During 2 SONS drill, incident commander Jay Jones (second from
right) discusses rgsponse plans with coffeagues from the U.S.
Coast Guard and the California Department of Fish & Game.

Crisis Management & Emergency Response
ConocoPhillips has developed an integrated global
emergency response process. The process includes
response capabilities and crisis management
plans at the corporate, regional and local level.
All plans include regular training, equipment
maintenance and review of procedures.

ConocoPhlllips is a member of the tier three oil
spill response organizations that cover the regions of
the world In which it operates. Membership in these
cooperatives extends company access to resources
both equipment and trained personnel —that can
provide immediate emergency assistance.
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ConocoPhillips participates in and helps coordi-
nate Spill of National Significance (SONS) drills -
mandated by the Qil Pollution Act of 1990 ~
which are conducted every two to three years
under the direction of the U.S. Coast Guard.

One of several emergency response exercises
ConocoPhillips engages in, SONS drills are
designed to foster significant improvements in the
preparedness, prevention and oil spill response

efforts of the U.S. government and the petroleum
industry. The drills, funded jointly by government
and industry, typically involve a year of planning by
the major public and private sector participants.

In April 2004, trained ConocoPhillips personnel
joined more than 1,100 other incident respon-
ders from the U.S. Department of Homeland
Security, the U.S. Coast Guard, the government

ConocoPhillips records and reports information on
liquid hydrocarbon spiils from primary containment
that are one barrel (42 gallons) or greater. While
comparative data for spills over one barrel is not
available for 2002, data for 2003 and 2004 are
shown below. in the greater than one barrel
category, the volume of spilled liquid hydrocarbon
increased by 9§ percent fram 2003 to 2004, while
the number of spills decreased by 15 percent,

Of the total volume spilled in 2003, about

70 percent was recovered. in 2004, 53 percent
of the.total volume spilled was recovered.

Between 2002 and 2003, the volume of spifls
greater than 10 barrels decreased by 37 percent

volume of Spills > 1 Bhi

from 14,673 to 9,244 barrels. Spill volume
in this category increased by 15 percent to
10,662 barrels from 2003 to 2004, while the
number of spills increased from 126 to 135,
or 7 percent.

Improvement was seen in reductions of the
number of significant spills (greater than

100 barrels) from 2002 to 2004. The number

of spills greater than 100 barrels was reduced by
33 percent from 2002 to 2003 and by another

6 percent from 2003 to 2004. The volume spilled
was reduced by 56 percent from 11,126 barrels in
2002 to 4,951 barrels in 2003, but increased in
2004 to 7,084 barrels.

Votume of Spills > 10 Bbls

Numbers inside colored portions of bars
represent number of spills.
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An oil spill response vessel daploys a boom and skimmer as part of
a drith.

of Mexico, the U.S. and Mexican Navies, the
state of California, another oil company and
numerous spill response contractors to practice
implementing their oil spill contingency plans.
The scenario was a vessel c¢ollision, a ship
explosion and two major oil spills —all in the
same morning, off the California coast.

Drill participants staffed local unified command
posts in San Diego and San Pedro, California,
supplemented by a nationa! incident command
center in Los Alamitos, California, and a
response center in Ensenada, Mexico. According
to Dale Summerlin, emergency response manager
at the time for ConocoPhillips, feedback has
been very positive. “| heard from state and
federal agencies that the industry response was
outstanding, and our integration into the various
response groups was seamless.”

ConccoPhillips’ crisis management and
emergency response planning extends to the
community. For example, company fire schools
are open to members of the municipalities’
emergency responders,
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Environmental Performance

As stated earlier, ConocoPhillips' approach to
protecting the environment is guided by its HSE
Policy and monitored through the management
system standard, audits, incident notification
processes and performance reporting. .

Select environmental data for 2003 is provided
in this section. Environmental data for 2004 w
be published on http:/sd.conocophillips.com by
the end of the third quarter of 2005,

Treading Lightly in the Arctic

The tundra of the Alaska North Slope and
northwest Russia hold vast oil reserves and also
are important and sensitive ecological systems,
ConocoPhillips recognizes stakeholders’ interest
that any development be done in a manner that
protects the environment. One way the company
treads lightly in arctic regions is by using the
concept of padless exploration and development,
which uses ice and packed snow in place of
gravel well pads and gravel roads. It also
includes drilling exploration and/or production

e G i R e
The insart shows an exploratory well on an lce pad In the Alplne field
in Alaska. The surrounding picture shows the samo site six months

later, All that remains is an 8-foot square well house (tha white cube).

wells from ice pads, placing the well site facilities
on piles, restricting the physical size of production
equipment, automating support of remote
operations, and limiting surface access in
non-winter periods to helicopter travel only.

Air Emissions

Clean Fuels

In 2004, refiners were required to start lowering
the sulfur content of gasoline sold in the United
States. Most refiners must reach an average of
30 parts per on {ppm) by January 1, 2006.
Prior to this new regulation, average conventional
gasoline in the United States contained

330 ppm of sulfur,

By June 2006, the U.S. Environmental Protection
Agency (EPA) rules will require a 97 percent
reduction in the sulfur content of highway
diesel fuel (from its current maximum level of
500 ppm) to 15 ppm. According to the EPA, use
of this fuel in buses and trucks in conjunction
with emission controls reduces criteria poliutant
emissions at the tailpipe by almost 85 percent.
This will have significant environmental
benefits. Another EPA rule will reduce the
sulfur standard for non-road diesel from 5,000
to 500 ppm in 2007, to 15 ppm for farm and
construction vehicles by 2010, and to 15 ppm
for locomotive and marine uses by 2012.

The U.S. sulfur phase-down exemplifies the
worldwide trend toward cleaner petroleum fuels.
ConocoPhillips is Investing about $2 billion
over five years to meet clean fuels regulations.
In 2004, approximately one-third of
ConocoPhillips’ refining and marketing capital

In 2804, the Lomonosov Foundation and the Arkhangelsk Oblast
Environmant Committee recognized the Polar Lights Company
(50 parcent owned by ConocoPhiilips) for its environmantally-
frlendly technology and processes used in buliding the Ardalin
Satellite field faci

budget was allocated toward clean fuels programs
in its U.S. and international operations.

During 2003, the company completed projects
to produce low-sulfur gasoline at the Ponca
City, Okiahoma; Roxana, lllinois; and Ferndale,
Washington; refineries. The Ferndale refinery
project instatled the proprietary ConocoPhillips
§ Zorb™ Sulfur Remaval Technology - the
largest unit built with this technology to date —
which will comply with stringent government
gasoline 'sulfur reguiations. Construction of a
new diesel hydrotreater has begun at
ConocoPhillips’ Rodeo facility at the San
Francisco Area refinery and is expected to
produce ultra-low suifur highway diesel one
year ahead of the EPA June 2006 deadline.
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Criteria Pollutants ]
Sulfur Oxides (SOx) are acidic gases produced
during the combustion of fuels that contain sulfur
compounds. The majority of SOx emissions
originate from sulfur contained in fue! and occur
as sulfur dioxide. SOx and nitrogen oxide
together contribute to acid rain. Overall, the

Total $Ox

company's 2003 SOx emissions were about
85,000 tonnes compared with 91,000 tonnes
in 2002, However, when adjusted for asset
acquisitions and divestitures, operating
fluctuations, and data improvements, the 2003
SOx emissions were about 3,000 tonnes lower
than the comparable 2002 results. Reduction
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projects at E&P operations and two refineries
contributed to the net SOx reduction,

Nitrogen Oxides (NOx) are the sum of nitric
oxide and nitrogen dioxide. Nitrogen oxide
emissions occur almost exclusively from the
combustion of fossil fuels in boilers, heaters,
engines, flares and turbines, and are a function
of the type and quantity of fuel burned and the
type of combustion device in which they are
burned. Nitrogen oxides can lead, in the
presence of volatile organic compounds and
sunlight, to the formation of smog.

Overall, total 2003 NOx emissions were

about 104,000 tonnes, compared with 2002
emisslons of about 100,000 tonnes. However,
when adjusted for acquisitions and divestitures
and data improvements, 2003 NOx emissions
were unchanged, compared with 2002.

Other Criteria Poilutants. ConocoPhillips is
collecting and validating Volatile Organic
Compounds and particulate matter emission
data and is refining its systems so that it can
report this data in the future.

EPA Consent Decree. ConocoPhillips signed an
agreement with the U.S. Environmental Protection
Agency (EPA) on Jan, 27, 2005, to reduce

air emissions at nine of ConocoPhillips’ U.S.
refineries in seven states, The settlement is
expected to reduce emissions from these facilities
by approximately 65 percent through the
installation of more than $500 million of state-
of-the-art pollution control technologies. The
company's other three U.S, refineries were
included in a similar settlement reached in 2001,
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Opportunities to reduce carbon dioxide {C02) also are being
investigated In the company's technology efforts, such as its
E-Gas technology.

ConocoPhillips is pleased, that by working
together with the agencies, it found solutions

that will significantly reduce emissions, while
enabling the company to continue to provide its
customers with a refiable supply of quality fuels.
ConaocoPhillips places the highest priority on its
commitment to operate safely and in an
environmentally responsible manner.

The company entered into negotiations
voluntarily. The discussions with the EPA and
the Department of Justice have been ongoing
since 2000. When combined with the earlier
agreement, all ConocoPhillips U.S.-based
refineries now will be part of a consent decree.
Because it was negotiated in good faith, the
settlement was reached without litigation.

Over the past three years, the United States
has reached similar agreements with many
other refiners.

Climate Change

As stated in its 2003 Climate Change Position
Statement, @1 ConocoPhillips recognizes that
human activity, including the burning of fossil
fuels, is contributing to increased concentrations
of greenhouse gases (GHG) in the atmosphere,
which can lead to adverse changes in global
climate. Whilg the debate continues over the
extent of human contributions and the timing
and magnitude of future impacts, the company is
committed to taking action now to begin
addressing the issue.

implementing the Climate Change Position

in 2004, ConocoPhillips took several actions
toward implementing its climate change position.
The company's E&P and R&M businesses began
assessing data to develop objectives to reduce
GHG emissions. Guidance for integrating climate
change considerations into CanocoPhillips’
project planning and approval processes is
being developed in conjunction with efforts to
integrate sustainable development. The company
actively engages in discussions on climate
change through memberships in the American
Petroleum Institute (API) and the International
Petroleum Industry Environmental Conservation.
Association, in 2004, ConocoPhillips joined the
International Emissions Trading Association,

Developing Business Quportuniti
In 2004, ConocoPhiilips created a Global Gas unit
within its E&P business to focus the company's
efforts in the development and management of
lower-carbon natural gas. The company is
performing internal research and participating

in a number of joint industry projects that are
focused on increasing its understanding of carbon
dioxide (CO,) sequestration, and reducing capture
and storage costs through development and
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application of new technology. These projects
include WESTCARB (the U.S. Department of
Energy's West Coast Regional Sequestration
Partnership), the SINTEF Group study of CO; for
enhanced oil recovery and disposition in aguifers
in Norway, and the Alberta Research Council's

ConocoPhillips reported total GHG emissions
include carbon dioxide (COg) emissions from opera-
tions (which includes the emiissions associated with
electricity and steam sold by the company), CO2
emissions from purchased electricity, COy emissions
from purchased steam, and methane (CHg) emissions
from operations in terms of CO; equivalent,

Greenbouse Gas Emissions

2003

11%
3%

@ CO: from Operations

& CHs. as CO: Equivalent

@ COs: from Purchased Steam

@ CO: from Purchased Electricity

82%

Carbon dioxide from operations, the major
component of total company GHG emlssions,
includes emissions from process operations such as
exhaust from combustion sources and vented CO3.
The scope of COy reporting excludes. emissions
associated with products sold and company-
operated transports except for marine vessels,
(See page 39 for more information-on the
company’s GHG emissions calculations
methodology.) Refining operations are energy
intensive and account for the majority of the
company’s direct COp emissions.

Methane emissions are a minor fraction of the total

GHG emissions from operations, These emissions -

result from vents on tanks, separators or other vessels;
laaks from valves and flanges, or natural gas vented
during maintenance or emergency procedures. Methane
also is found in exhaust gases as a result of incoms
plete fuel combustion. The majority of the company’s

methane emissions are from its E&P operations.

Enhanced Coalbed Methane Consortium.

ConocoPhillips also is a member of CO,Net, the
European network of CO, researchers, developers
and users of CO, mitigation technology. In addition,
ConocoPhillips has joined the CO, Capture Project.

The noaum:<m total 2003 CO; eq
emissions weré approximately 53 million tonnes. -
Previously réported 2002 GHG emissions have
been restated to approximately 50 million tonnes,
in order to include emissions from purchased
steam and to reflect Improvements in data quality
and completeness. In 2003, GHG emissions
increased by about 2,8 million tonnes from the
restated 2002 estimate due to business growth
(2.5 million tonnes) and operating fluctuations
(0.3 million tonnes).

GHG (CO, Equivalent)

Preparing for Regulation

ConocoPhillips’ U.K, and Canadian businesses
are actively preparing for GHG regulations in
those countries, beginning in 2005 and 2008,
respectively. Since the start of 2005, ConocoPhiltips
facilities across Europe have been subject to

":Scmzucﬁ are ‘about 33,000 tonnes €0 eq iva-
tent per millicn barrel$ of hydrocarbon refined.

E&P 2003 GHG emissions, Including’ exploration,
production. and gas-processing operations, account
for about 35 percent of total company emissions.
Normalized E&P GHG. emissions are about 20,000.
tonnes per 3_._=o_.. barréls of oil moc_<m_a.3. :

GHO (CO, Equivalent)
Geographic c.m:._c::c:

W E&P and Midstream
28 RaM

0 10 20 30 40 50 60
Millions of Tonnes

GHG (CO; Bauivalent) by Business Sector

2003

1% © Total North América -
@& Tota) Europe

13% N . . L
@ Total Asia Pacific/Other .

2003

7%
9%

@ Global Refining
& Global E&P
® Global Gas Processing

26% ®. Global Other

58%

M ExP snd Midstream
& Qlobal Refining

d_ocmu:uu cw .-.o::nm\-sngm

*See page 23 for more information on HSE data assumptions and’ ummm .ww 5 more’ 53§m:§ o:

-emissions calcUiations.
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the European Union's emissions trading pro-
gram, The company's commercial organization
is preparing to trade CO, allowances In order to
optimize ConocoPhillips’ net emissions position
for businesses in Europe. The trading group
will focus on minimizing the cost of procuring
any additional allowances required to meet
compliance and maximizing the value of any
excess allowances.

In 2003, the company and its partners
submitted the gas flare elimination project for
the company's Rang Dong field in Vietnam for
approval as a Clean Development Mechanism
(CDM) project under the Kyoto Protocol. The
project's GHG accounting methodology became
the ninth methodology (and the first for the
industry) approved by the COM executive board.
The project itself is in the COM validation/
registration process. A finat decision from the
CDOM executive board is expected during 2005.

Flating ’

Flaring occurs when produced gas is burned

off as a safety precaution or when there is no
infrastructure for capturing, transporting and
beneficially utilizing the gas. Flaring is both an
environmental issue and an economic issue as
flared gas is lost product. The company has begun
collecting flaring data and will be refining its
systems so that it can report flaring data in
future reports.

Energy Efficiency

Using energy efficiently is both an environmen-
tal benefit through reduced air emissions as
well as an economic benefit for the company

Company pipelines empioy ConocoPhillips Speclalty Products drag
reducer technology, resulting in the abiiity to move more barrels of
product with less energy. In addition, the drag reducer allows the
pipelings to be operated al a lower prassure, reducing snargy costs.

by lowering the cost of production, As part

of the API's Climate Action Challenge,
ConocoPhillips has committed to improving the
energy efficiency of its U.S. refining operations
by 10 percent by the year 2012, as measured
by the Solomon Energy Efficiency Index. The
company has begun collecting and validating
company energy use data to include energy
metrics in future reports.

Waste

ConocoPhillips launched a Stamp Out Waste
campaign in 2003, which, due to its success,
was repeated in 2004. Of the nearly 200
submissions, from individuals and teams of

employees worldwide, 13 ideas or projects
were selected in 2003 and 11 in 2004 for
special recognition. »

Evaluation criteria used to judge submissions
emphasized the fit of an idea within the
poliution prevention hierarchy of “Reduce,
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Reuse/Recycle, Safely Dispose,” with education
as an additional core vaiue. In 2004, additional
emphasis was placed on waste minimization
projects that had been implemented in the
workplace. Projects included ways to reduce
hazardous waste at refineries, evaluate total

life cycle costs in materials purchases, achieve
cleaner power by replacing lead acid batteries
with fly wheels which run on kinetic energy,
recycle abandoned pipelines, enhance oil
recovery from wastewater, reduce paper usage,
improve spill containment methods, and
reduce the tire waste from truck fleets.

The Stamp Qut Waste program team has made
all ideas submitted available to business units
and staffs throughout ConocoPhillips.

Metric:
.Waste metrics collected and reported include
hazardous waste, non-hazardous waste and
recycled residual materials. Hazardous waste
includes all waste that is regulated as haz-
ardous, toxic, priority, special or any other
similar term as defined by an appropriate
regulatory agency or authority. Non-hazardous
waste includes industrial wastes resulting from
company operations that are not designated or
listed as hazardous by a regulatory agency.

Wastce Profife

2003

48%

9%
" ® Recycled
@ Non-Hazardous

43% ® Hazardous Waste

Recycled materials are residual materials from
an industrial or commercial process that are
not sold as product or disposed of as waste,
but are reused, reclaimed or recovered for
beneficial use.

Of the total 753,000 tonnes of residual
materials managed by ConocoPhillips businesses
in 2003, nearly half were recycled or reused,
about 9 percent were hazardous waste, and the
balance were non-hazardous waste.

Operating segments typically generate different
hazardous and non-hazardous waste streams.

R&M, primarily due to the large refining sector,
generates about three-fourths of the total
company hazardous waste. In R&M, major
shutdowns and periodic maintenance activities
can result in spikes in total waste generated
from year to year. In E&P, drilling wastes and
other one-time wastes can cause periodic
fluctuations in waste quantity.

FHazardous Wastes

B EsP and Midstream
R RaM

0 25 50 75
Thousands of Tonnes
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The quantity of hazardous waste managed by
ConocoPhillips’ businesses in 2003 was about
64,000 tonnes. This was 3,000 tonnes less
than managed in 2002, primarily due to fewer
refinery maintenance activities in 2003,

Risk Management & Remedizgtion
ConocoPhillips is remediating or restoring
more than 4,000 properties with surface or
subsurface contamination. The company's
responsibility for remediation can arise from
various situations, including properties currently
owned by ConocoPhillips, now owned by another
party but previously owned by ConocoPhillips

or one of its predecessor companies, jointly
owned with one or more third parties, and those
currently owned by others where ConocoPhillips
has assumed individual or joint responsibility
for cleanup.

Where ConocoPhillips performs remedial
activities, it minimizes risk to the health

and safety of employees and the affected
communities by employing appropriate tech-
nologles and operating practices at project
sites, and being prepared for emergencies. By
disposing of waste in an environmentatly
responsible manner, the company minimizes the
impact of remediation activities.

Water

Fresh water is a limited resource that is
becoming increasingly scarce in many parts of
the world. The United Nations has defined
water as one of its highest priorities for action
in the next decade. As with any natural resource,
ConocoPhillips has an obligation to conserve

and use water wisely. Oil and gas industry water

issues include;

* Water produced with oil and gas (volumes,
treatment, handling, discharges)

* Fresh water use versus reclaimed or salt
water use

» Protection of surface water and groundwater
from contamination by spills or leaks

* Facility process water treatment

* Water use for steam production and cooling

ConocoPhillips is studying various approaches for

ConocoPhillips Canada business unit has drilled.a
well at the Westerose field in central Alberta to"

of frash water in waterflood cperations, where.
water Is injected into oil-fiiled-géologic formations
to enhance oil production at adjacent wells,

Though.not mandatory, companies in the oil

and gas industry have been asked to find ways to
preserve Canada's fresh water supply by reducing
or eliminating the amount used In their operations.

“This quest for an alternative to fresh water
involved people across the organization,” said Nell
Spenceley, a former Westerose field engineer who
has since transferred to Alaska. “The jury is stiil
out on whether salt water will be an economical
alternative in every situation, but we are moving tn
the right direction. Searching for salt water is more
expensive, and there are greater risks, but it is the
sustainable, responsible declsion.”

The Westerose team also worked with the
community to find fresh water alternatives, meet-
ing and listening to the concerns of residents in
the Rimbey District, which covers the Westerose
field. As a result, the company made the commit-
ment not to use fresh water for waterflood projects
in the Rimbey District.

<<m~ﬁ..:co¢ i

addressing the need for a corporate strategy on
water management, investigating how the company
can use its technical capabilities for improved
water management, seeking opportunities to
support local water resource projects, and
determining goals for efficient water use.

Biodiversity and Enviropmentally

Sensitive Areas

Biodiversity is the life support system of

the planet, and its loss impacts all people.
All aspects of society, including business,
have a responsibility to conserve biodiversity,

determine the viability of using salt water instead . . . n«.on Sectional. View

“the Environment, a province-wide community
group that seeks to preserve fresh water for future
ml_ generations. “The people from ConocoPhillips

‘them. They kept the communication. channels

Residual Oil

This drawing shows how the waterfiood techriigue can enhance
oit production,

The company's efforts were noticed by Judy Winter,
secretary for the Butte Action Committee for

'V worked with the residents rather than against

open and listened to concerns.”
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Ths Orinoco Deita In the Gulf of Paria.

to encourage sustainable use of biological
resources, and to promote equitable sharing
of biodiversity benefits. ConocoPhillips’ HSE
policy currently guides the company in
protecting the natural environment and
biodiversity wherever it operates.

The company is studying the biodlversity issue
and plans to develop a strategy for providing

a consistent way to protect and conserve
biodiversity. One example of ConocoPhillips’ -
efforts can be found in the partnerships with
diverse organizations the company is forming to

protect the biodiversity of eastern Venezuela's
Gulf of Paria. @1 In developing pre-production
environmental baseline studies, the company
included the input of representatives from
Audubon Venezuela, the Smithsonian
Institution, Fundacién la Salle, Conservation
International, Ecology & Environment, and
Venezuelan academic institutions.

ConocoPhillips’ Venezuela business unit works
with the United Nations Development Program
and the Venezuelan Ministry of Environment
and Natural Resources, participating in a
global envirenmental facility program for the
conservation and sustainable use of the biological
diversity of the biosphere reserve of the Orinoco
Delta. In addition, the company has funded and
is participating with Fundacidn Tierra Viva

and other Venezuelan organizations on the
development of illustrations, compact discs
and tapes to broadcast bilingual {(Spanish

and Warao - the indigenous language) radio
messages about the environment, culture

and health in the Orinoco River Delta.

ConocoPhillips has signed a Memorandum

of Agreement with Conservation International
to develop a biodiversity action plan. The

first product of that partnership was the
development of the bulletin titled “Rapid
Assessment of the Biodiversity and Social
Aspects of the Aquatic Ecosystems of the
Orinoco Delta and the Gulf of Parla, Venezuela."”
Ih 2004, ConocoPhillips and its co-venturers
Eni Venezuela, Overseas Private Investment

Corporation and Petrélecs de Venezuela-
Corporacfon Venezolana del Petréleo (PDVSA-
CVP) hosted a symposium to share the
information from environmental and biodiversity
studies conducted in the Gulf of Paria and the
Orinoco Delta in eastern Venezuela. The event
drew representatives from the Venezuetan
scientific community, federal and state
governments, the oll industry, nongovernmental
organizations, and the local fishermen and
indigenous communities.

Some of the new discoveries presented

included;

e The number of bird species registered in the
Pedernales region has increased approximately
40 percent;

¢ 108 pfant communities have been defined,
including some new to the delta; and

* The mangrove thickets can reach a height
of 40 meters (131 feet).

In addition to presenting biodiversity
assessments of the area’s aquatic ecosystems,
the symposium also addressed topics such

as trawl fishing and the associated issues,
the socioeconomic realities of the region,

and the threats and opportunities related to
conservation and sustainable utilization of the
region's biodiversity.




Economic Contribution

Contributing to the Global

Economy

Economic Expenditures

ConacoPhillips contributes to the global economy

in a varlety of means, as outlined in the list

below of 2004 ecenomic expenditures. These

figures illustrate the company's economic

interaction with several of its key stakeholder

groups - governments, shareholders, employees,

suppliers, and lenders,

* Taxes - total taxes charged to income from
continuing operations were $23.7 billion.

¢ Dividends - cash dividends paid on commeon
stock equaled $1.2 billion.

* Capital expenditures - capital expenditures
and investments totaled $9.5 billion.
* Expenses:
-~ production and operating expenses were
$7.4 billion;
~ selling, general and administrative expenses
were $2.1 billion; and
— exploration expenses were $703 million.
* Interest expense — interest and debt expense
was $546 million.

Global Procurement

In choosing its procurement relationships,
ConocoPhillips seeks suppliers that can uphoid
its core values and provide the quality and

Europe 17.3%

Asla 20.6%

Narth America 80.5%

This graphlc reflects ConocoPhillips' geographical employes
ropresentation by continant as of Dec, :. 2004,

service neaded for the best cost. The company
procurement comes from vendors arcund the
globe. ConocoPhillips has developed supply
base diversity initiatives and processes that will
facilitate the inclusion of locally owned, minority-
owned and women-owned businesses in its
supply base. The execution of ConocoPhillips’
U.S. supply base diversity plan began in 2004
and includes education and training, outreach,
tracking and reporting of program results.

3 T : ;
{n Vistnam, ConocoPhillips and the Vistnamass government share a
vision of growth in the Asla Pacific region. One factor contributing fo

recent success In tha country is the Su Tu Den fisld,
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We welcome your questions

ConocoPhillips

600 North Dairy Ashford (77079-1175)
P.0. Box 2197

Houston, TX 77252-2197

USA

Web site; http://sd.conocophillips.com
E-mall: email@conocophillips.com

ConocoPhillips

el evate

www.conocophillips.com

, comments and suggestions.

4,
¥ =¥ \Word Business Councit for

”“ Sustainsble Development

ConocoPhillips Is a member of
the World Business Council for
Sustainable Development.

Q‘._‘_.__mavoaimmoz:ﬁma
ﬁlu with soy-based inks on
10 percent post-consumer

waste recycled paper,




Appendix

For More Information
On the ConocoPhillips Web Site

Please visit the company’s Sustainable
Development Web site, which will be updated
regularly and will be the primary source for
information about the company's sustainable
development activities and performance:
http://sd.conocophillips.com

Additional areas of the Web site with information
on sustainability-related topics or with information
on the company inciude:

Sustainable Development
hitp://sd.conocophillips.com
« Sustainable Development Position Statement
* Climate Change Position Statement
* Renewable Energy Position Statement

Health, Safety and Environment

http://www.conocophillips.com/hse/index.htm
* HSE Policy

Corporate Governance
http:/Mmww.conocophillips.com/about/
Corporate+Governance/index.htm
* Corporate Covernance Guidelines
» Code of Business Ethics & Conduct Policy
and Booklet

Community Partnerships
http:/fiwww.conocophillips.com/community/index. htm

Other resources

http://www. conocophillips.com/newsroom/
other_resources/index.htm

* Fact Sheets

¢ Energy Answers

* Energy Glossary

http:f/sd.conocophillips.com

Gompany Reports

http:/ww,conocophillips.com/about/
Company+Reports/index.htm

» Annual Report

¢ SEC Filings (page down)

* Fact Book

g o he
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Regional Sustainable Development Reports

Alaska Charter & Sustainable Development Report
http://www.conocophillipsalaska.com/charter/
cpaicharter.pdf

Locality Management Strategy for Venezuela

http:/Mww.conocophillipsparia.com/files/
english-for-viewing.pdf

Canadian Business Unit Dialogue on Sustainable
Development
http:/fwww.conocophillips.ca/index.htm

Environmental Data Quality and Assurance

Guidelines, calculation tools and training are
provided to ConocoPhillips’ business units for
calculating and reporting environmental incidents,
releases and emissions. The businesses are
accountable for reported data completeness and
accuracy and for consistency with accepted
reporting practices, A business level data sub-
mission, review and approval process is imple-
mented to provide accountability for the results
and to ensure the best possible data quality.

The corporate heaith, safety and environment
(HSE) function verifies and validates the reported
data. in addition, an internal review of the 2003
metrics and the data collection process has
been performed by the company’s corporate
HSE auditors.

Emissions Calculations

The approaches used by the company's businesses
in reporting emissions data for greenhouse
gases and other compounds are based on the
following principles:

* Undertake continuous emission monitoring,
and with measured exhaust gas flow, compute
instantaneous mass emission rate and inte-
grate over the reporting period.

e Undertake periodic monitoring of exhaust gas
flow and composition and estimate mass
emission over the reporting period using plant
operating records.

s Estimate emissions using a mass balance and
process flow knowledge.

¢ Estimate emissions using emission factors
provided by the manufacturer's specifications,
focal regulatory authority, AP-42, API
Compendium or other industry standard,




Safe Harbor Provisions

Cautionary Statement for the
Purposes of the “Safe Harbor”
Provisions of the Private
Securities Litigation Reform
Act of 1995 .
ConocoPhillips is including the following
cautionary statement to take advantage of the
“safe harbor” provisions of the PRIVATE
SECURITIES LITIGATION REFORM ACT OF
1995 for any forward-looking statements made
by, or on behalf of, the company. The factors
identified in this cautionary statement are
important factors (but not necessarily all
important factors) that could cause actual
results to differ materially from those expressed
in any forward-looking statement made by, or
on behalf of, the company.

Where any such forward-looking statement
includes a statement of the assumptlons or
bases underlying such forward-looking
statement, the company cautions that, while

it believes such assumptions or bases to be
reasonable and makes them in good faith,
assumed facts or bases almast always vary from
actual results, and the differences between
assumed facts or bases and actual resuits can
be material, depending on the circumstances.
Where, in any forward-looking statement, the
company expresses an expectation or belief as
to future results, such expectation or belief is
expressed in good faith and believed to have a
reasonable basis, but there can be no assurance

that the statement of expectation or belief

will result, or be achieved or accomplished.
Taking into account the foregoing, the
following are identified as important risk
factors that could cause actual results to differ
materially from those expressed in any forward-
looking statement made by, or on behalf of,
the company:

* Plans to drill wells and develop offshore or

onshore exploration and production properties
are subject to: the company’s ability to obtain
agreements from co-venturers or partners, and

governments; engaging drilling, construction
and other contractors; obtaining economical
and timely financing; geological, [and, or sea
conditions; world prices for oil, natural gas
and natural gas liquids; and foreign and
United States laws, including tax laws.

¢ Plans for the construction, modernization
or debottienecking of domestic and foreign
refineries and chemical plants, and the
timing of production from such plants are

subject to, in certain instances, approval from

the companies and/or subsidiaries; boards
of directors; the issuance by foreign, federal,
state, and municipal governments, or agen-
cies thereof, of building, environmental and
other permits; the availability of specialized
contractors and work force; worldwide prices
and demand for the products; availability of
raw materials and transportation in the form

of pipelines, railcars or trucks; and, in certain

instances, loan or project financing.

s The abllity to meet liquidity requirements,

including the funding of the company's
capital program from operations, is subject
to changes in the commodity prices of

the company's basic products of oil, natural
gas and natural gas liquids, over which
ConocoPhillips has no control, and to a fesser
extent the commodity prices for its chemical
and other products; its ability to operate its
refinerles and chemical plants consistently;
and the effect of foreign and domestic
legislation of federal, state and municipal
governments that have jurisdiction in

regard to taxes, the environment and

human resources.

Estimates of proved reserves, raw natural gas
supplies, project cost estimates and planned
spending for maintenance and environmental
remediation were developed by company
personnel using the latest available
information and data, and recognized
techniques of estimating, including

those prescribed by the U.S, Securities

and Exchange Commission, generally
accepted accounting principles and other
applicable requirements.

http:f/sd.conaocophillips.com
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Michael H. Rudy rerniri\Ye
Senier attorney ?UEL‘C R - _'_._:"-;j;
" Texaco, Inc. e S

2000 Westchester Ave,

White Plains, NY 10650

Dear Mr. Rudy:

This responds to your letter dated March 15, 1991. Your
letter concerns a staff response dated March 6, 1991, that
involved a shareholder proposal submitted to Texaco, Inc. (the
“Company®™) by three religious organizations (the "Proponents").
That response indicated that the Division was unable to concur
in your view that the Proponents' proposal could be excluded from
the Company's proxy materials based on either rules 1l4a-8(c)(7)
or (¢} (10). You request reconsideration of the staff's position
that the proponent's proposal may not be omitted pursuant to rule
l14a-8(c) (10). In conjunction with ycur request, we have also
received a letter dated March 2S5, 1991, from the Proponents!
counsel.

The Proponents! proposal requests that the Company subkscribe
to the "Valdez Principles.®” After considering your request,
there appears to be some basis for your view that the proposal
may be excluded pursuant to rule 1l4a-8(c)(20). That provision
allows the omission of a proposal that has been rendered moot. A
proposal may be considered moot if the registrant has "substan-
tially implemented” the action requested. Securities Exchange
Act Release No. 19135 (08/16/83). The proposal presents the
Juestion of whether the Company should subscribe to a set of
environmental guidelines which suggest irplementing operational
and managerial programs as well as making provision for periodic
assessment and review. You indicate that the Company has adopted
policies, practices and procedures with respect to the envi-
ronmenit and provide a detailed summary comparing the Company's
policies, practices and procedures with the guidelines under the
proposal. The staff notes your representations that the
policies,” practices and procedures administered by the Company
address the operational and managerial programs as well as make
provision for periodic assessment and review as outlined by the
guidelines in the proposal. In the staff's view, a determination
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that the Company has substantially implemented the proposal
depends upon whether its particular policies, practices and
procedures compare favorably with the guidelines of the proposal.
Based on the information provided, it appears that the Company
has rendered moot the proposal which presents the cuestion of
whether such guidelines should be implemented. Accordingly, the
staff will not recommend enforcement action to the Commission if

the Proponents' proposal is omitted from the Company's proxy
materials. ‘

Sincerely,

Nl 5.
William E. Morley

Chief Counsel-Associate
Director (Legal)

cc: Paul M. Neuyhauser
914 Highwood Street
Iowa City, Iowa 52240

e ettt
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VIA: TEDERAL EXPRESS

March 15, 1991

Securities and Exchange Commission
450 Sth Street, N.W.
Washington, D.C. 20549 MAR a 199‘

Attention: Office of Chief Counsel
Division of Corporation Finance

REQUEST FOR RECONSIDERATION
Dear Sirs:

This is a request that you reconsider your response to Texace Inc.
("Texaco®) of March 6, 1991, in which you decline to concur with
Texaco’s view, expressed in our submission of December 26, 1990,
that a shareholder proposal (the "Proposal™) regarding the "Valdez
Principles,™ a copy of which is attached (Tab 1), is excludable
from Texaco’s 1991 proxy materials. The Proposal was co-filed by
three shareholders of Texaco, who along with their attorney, are
being sent 3 copy of this letter. I am also enclosing five
additional copies of this letter.

The basis for our request for reconsideration is the omission fron
our December 26, 1990 submission of a complete description of
Texaco’s program of periocdic disclosure and compliance review with
respect to its environmental programs. It appears that the Staff’s
response was based on the assumption that Texaco’s policies and
procedures for monitoring its compliance with applicable
environmental laws and regulations entailed the use of only in-
house personnel. That is not the case. In addition, it appeers that
_the Staff has not fully considered the very complete program Texaco
has in place regarding public disciosure of its environmental
policies and of its compliance with those polices.

We believe that these policies and practices fully address the

© Staff’s concerns with respect to disclosure and compliance, and,
together with the policies and practices described in our December
26, 1990 subnission to you, render the Proposal moot.

sclosu

Texace 1is confident that it has one of and perhaps the most
comprehensive program for ¢isclosure of its environmental policies
and practices in the indistry, a program which goes even further
_than do the Valdez Principles on this snbject.
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Its program of disclosure to employees iS extensive. Approximately
two years ago, Texaco developed and distributed to all of its
sanagers, worldwide, a Texaco Public Relations Crises Management
Manual. That Manual details Texaco’s policies with respect to
dealings with the public, its empioyees and the media in the wake
of incidents, such as 0il spills, releases of pollutants, and water
contamination, and with respect to issues such as environmental
matters. Among the mandates enunciated in this Manual is to
wproactively communicate with the press™ and "communicate with
employees about the situation early and often.” That Manual is
being used as a text in a continuing training program for Texaco
managers from around the world. Excerpts from the Manual are
attached. (Tab 2) We will provide a complete copy of this
confidential Manual to the Staff should you desire to review it.

Likewise, Texaco’s National Contingency Plan (Tab 3) provides that
after an oil discharge occurs Texaco personnel are to, among other
steps, "establish a communications link with the media relations
personnel of cognizant government agencies,® "establish a media
relations communications center,” "establish a communications link
...to ensure the most recent facts are available to the media and
general public,” %“communicate with company employees about the
situation early and often,” and "respond promptly to inquiries from
elected officials...so they can respond to their constituents and
the news media.” Texaco adheres to this same program in responding
to all kxinds of environmental incidents; it is not confined to oil
spills.

Texaco’s program of periocdic and regular disclosure to its
shareholders and other members of the public is equally extensive.
A sampling of recent Texaco publications is attached. T believe
that this sampling demonstrates Texaco’s commitment to keeping its
many constituencies apprised of Texaco’s policies and practices
with regard to protection of the environment. From these materials
you will note:

-In January 1990 Texaco’s President and its Chairman wrote to
all Texaco stockholders (Tab 4), advising them about expenditures
being made for environmental matters and the establishment of a new
Environmental Safety and Health Division.

~Iater in 1990 Texaco distributed to its employees,
§tock_holde:s. customers and other interested persons the first
issue of its Environment Health & Safety Review. (Tab 5)

—Each year Texdco writes to its employees and opinion leaders
in the media and the investment community in the "Texaco Today”
about subjects concerning the environment. Excerpts from the 1988,
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1989, and 1990 issues are attached. (Tab 6)

-In April 1990 Texaco widely distributed a pamphlet entitled
"Texaco and the Environment® (Tab 7) emphasizing its commitment to
the protection of the environment. 1/

-In May 1990 Texaco produced a film regarding its emergency
preparedness programs which it has shown to a wide variety of
audiences around the country.

~Each year Texaco’s Annual Report and Form 10-K contain, as
required by regulation, disclosures regarding environmental
expenditures and proceedings redarding environmental incidents.

The above are only a few examples of the many publications and
communications which Texaco is regularly making and will continue
to make regarding the environment and Texaco’s programs to protect
it. In addition, Texaco makes prompt oral and written notification
to applicable public agencies immediately upon the occurrence of
any incident which effects the environment, as required by law.

1/ Parenthetically, we should note that Texaco does not retaliate
against employees that report hazardous conditions. Such
conduct would clearly be illegal under various Federal and
state laws. See, for example, The Occupational Safety and
Health Act of 1970, 29 U.S.C. § 660(c); The Federal Water
Pollution Control Act, 33 U.S.C. § 1367; The air Pollution
Preventicn and Control Act, 42 U.S.C. § 7622; The Energy
Reorganization Act of 1974, 42 U.S.C. § 5851; The Railroad
Safety Act, 45 U.S.C. § 441(a); The Fair Labor Standards Act’
of 1938, 29 U.S.C. § 15(a)(3):; The Longshore and Harbor
Workers’ Compensation Act, 33 U.S.C. § 948(a); California,
Cal. Lab. Code § 1102.5; Connecticut, Conn. Gen. Stat. Ann. §
31-51m; Florida, Fla. Stat. Amn. §.112.3187; Hawaii, [1987]
H2w. Sess. Laws, Act 267; Louisiana, La. Rev. Stat. Ann. §
1074.1(2); Maine, Me. Rev. Stat. ann. tit. 26, § § 832,833;
Michigan, Mich. Comp. taws Ann. § § 15.361 to 15.369;
Minnesota, Minn. sStat. Ann. § § 181.931 to 181.935; New
Hampshire, N.H. Rev. Stat. Ann. § § 275-E:1 to E:7; New
Jersey, N.J. Stat. Ann. § 34:19-1; New York, N.Y. Lab Law § §
740(1) to (7); Ohio, Ohio Rev. Code § § 413.51 to 413.53;
Oklahoma, Okla. Stat. Ann. §1 28 (West 1984); Washington,
Wash. Rev. Code Ann. § § 42.40.010 to 42.40.900; and
Wisconsin, Wis. Stat. ann. § § 104.10, 111.06(2) (h).
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Texaco has also made substantial disclosure to the Proponents, in
writing to J. Andy Smith ITII and to Tim Smith, (Tab 8) both of whon
have represented the Proponents, keeping them apprised of Texaco’s
progress regarding its envirommental programs and has offered to
continue to communicate with them to enhance that dialogue.:

Compliance Assessment and Anpual Audit

Texace’s environmental auditing program began in the United States
in 1983 as an internal auditing program. This program was designed
with the assistance of the wvorld-renowned consulting firm of Arthur
D. Little ("ADL*) (Tab 9}. In 1986 it was extended to Texaco’s
European operations, and in 1988 it was extended to Texaco’s Latin

‘America and West Africa operations.

In 1989 Texaco entered into a contract with ADL to critique
Texaco’s auditing program and develop an enhanced environmental
auditing program. (Tab 10) The cbjective was to develop a program
to assess compliance by each Texaco facility with all environmental
laws and regulatiorns, company environmental policies and good
operating practices ~ in short, a "Cadillac" program. The program
was to be a program to ensure achievement of Texaco’s policy of
“compliance plus®, to identify situations with potential impact on
the environment, to ensure that there were auditing and compliance
systems in place and functioning and to appropriately manage
environmental risks.

ADL and Texaco developed that new program, and in 1989 Texaco
adopted it.

The program contains Texaco’s Policies, a vrecitation of all
applicable laws, regulations and prudent business practices, called
Protocols (Tab 11), and detailed instructions to the auditors,
called Guides, on how to conduct an audit at each type of facility
and in each environmental area 2/. The audits are conducted
strictly in accordance with the Guides, primarily by Texaco
employees, because of their familiarity with the operation of the

2/ There are separate audit guides for, among other things, Air
Pollution Contrel, Drinking Water Management, Community Right to
Know, Underground Storage Tanks, Spill and Emergency Planning and
control, Solid and Hazardous Waste Management, Marine 0il Transfer
Facilities, PCB Management, Air Quality, Corporate Environmental
Incident Reporting, Drilling Reserve Pits and Production Pits,
NPDES Permits, SARA Title IIX, sSpill Prevention cControl and
Countermeasure, Underground Injection Control, and Marine Vessel
Operations. Samples of two of such Guides are zattached. (Tab 12)
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facilities. ADL employees participate as members of some audit

teams at randozly selected facilities and in some cases lead audit
teams. At the termination of each audit, a written audit report is
prepared by Texaco’s Environmental Health and Safety (®"EH&S")
Division. In this auditing function, this division operates
independently of Texaco’s operating divisions. The audit report,
together with recommendations for remedial action, is then sent to
the audited facility and the executive management responsible for
that facility. Procedures are alsc in place for follow-up review
by the EHgS Division to ensure that all deficiencies are resolved.

During 1990, ADL reviewed Texaco’s implementation of the expanded
Texaco audit program for the period January 1, 1989 to October 26,
1590. That review encompassed the Policies, Protocols and Guides
and Texaco’s compliance with them, as reflected in the audit
reports and as witnessed by ADL’s part1c1patlon in the audits. The
resuits of that review are reflected in ADL’s letter of October 26,
1990, in which ADL states that in their opinion "Texaco’s
Environmental Audit Program ranks as one of the leading programs in
the petroleum industry.® (Tab 13)

ADL‘’s involvement (or tne involvement of a comparable firm) in the
Texaco progrzam will continue in the years ahead. Texaco’s Board of
Directors is committed to this program and ADL’s advisory and
monitoring role in it. In addition, Texaco’s Public Responsibility
Committee of its Board of Directors, established in 1989 and
compecsed entirely of independent outside directors, is likewise
committed to maintaining and improving this program of internal and
externral wmonitoring and receives periodic reports on Texaco’s audit

program.

Conclusion

We ask the Staff to carefully review the enclosed materials. We
believe that they compel a conclusion that the Staff should reverse
the position reflected in its March 6, 1991 letter.

The Proposal requests the Company to become a signatory to the
Valdez Principles. As demonstrated above and in our Dacember 26,
1990 submission, the Company has already substantially implemented
the Proposal and, therefore, the Proposal is properly excludable as
moot under Rule 14a-8(c)(10). Accordingly, it is my opinion that
the Proposal may be omitted from the Company’s 1991 Proxy Statement
am; form of Proxy pursuant to Rule 14a-8 of the Commission’s Proxy
Ru es‘
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Request for edited Consideration

Texaco’s Annual Meeting is scheduled for May 14, 19%1. We would
like to be in a position to commence mailing our proxy materials on
March 28, 1991i. This would regquire that printing commence cn or
about March 27, 1991. Therefore, a response from the Staff by March
25, at the latest, is respectfully reguested. Of course, we will
provide you with any a2dditional information or materials you wish
and will meet with you if you believe that would be helpful to you.

Very truly' yours, -

Enclosures
S:valdezl

cc: J. Andy Smith, III, Director
Social and Ethical Responsibility in Investment
National Ministries (ABC)
P.0O. Box 851
Valley Forge, PA 19482~0851%1

Sister Mary Louise Brink

Mount Saint Vincent Motherhood

Sisters of Charity of St. Vincent de Paul
150 Bedford Highway

Halifax, Nova Scotia B3M 3J¢

Sister Anne Krause, S.P.

General Treasurer

Sisters of Providence Community Support Trust
Saint Mary-of-the Woods, Indiana 47876

Paul M. Neuhauser, Esq.
914 Highwocd Street
Iowa City, Iowa 52240
(FEDERAL EXPRESS)

John C. Brousseau _

Special Counsel

Division of Corporation Finance
Szcurities and Exchange Commission
‘Washington, DC 20549

(FEDERAL EXPRESS)

e e ey
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PAUL M. NEUHAUSER
ATTOANEY AT LAW
914 HIGHNOOD STRERT
TowA CITY. IOWA 32240
- HOME PHONE
. 3193386070
March 25, 1991
Securities & Exchang= Commission
mmmn.w. ;"‘
Washington, D.C. 20549 A BN
i Tt el
Att: John C, Broussean, Esq. P AR 25 194
of the Chief Counsel ! 23 1397
Division of Corporation Finance i “E‘ S8 n
; L SSTURATIO mitessinn
Re:  Sharehalder Proposal Submitted to Texaco, Inc. T HE
Dear Sit/Madam: .

1 have been asked by The Americaa Bapiist Home Mission Societies, the Sisters
of Charity of Saint Vincent de Paul and the Sisters of Providence Community Support
Trust (which Protestant and Roman Catholic religious institutions arc hereinafter
referred to gs the “Churches”), each of which is the beneficial owner of shares of
common stock of Texaco, Inc. (bereinafter referred to as “Texaco® or the "Company™),
and who have jointly submitted a sharehalder proposal to Texeco, to respond to the
Tetter dated March 1S, 1991, seat to the Securities & Exvchange Commission by the
Company, in wiich Texaco requests reconsideration of the Staff letter dated March 6,

- 1991 (the “Staff Determination”), denying Texaco’s request for a po-ection Jester on the
g&mmmwwwkmmmmmw
the Company’s 1991 proxy statement by virtue of Rule 142-8(c)(10).

X heve seviewed the shareholder proposal, as well ss the aforesaid letter sent by
the Compang, and besed the foregoing, as well as upon 2 review of Rule 14a-3, it
zs my opmion that the Determination was correct and that the Churches’
sharcholder proposal is not moot. :

I

The C buuﬂedadcﬁﬁonﬂinformadmpemhfngtothe estion of
w 3 thecompany’senvimnmentalpmcedurslgrebZen
. Little, orthemnssetfonhbdaw,webcﬁcvethat(‘lx the
not agreed them' d:emp!hneegviewcaﬂcg?otbyth Vald
to the type  the ez
Principles and () the Valdez Princ ire & t f peri i
S c Valde Wm types © pmodicdwdosuf&c
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As far g8 compliance review is concerned, it should first be noted that in
connection with the Sullivan Principles, the Staff held that a proposal that an issuer
submit to independent mozitoring of its South African operations was not substantially
duplicative of a proposal that the issuer sign the Sullivan Principles themselves., Echin,
Inc, (September 24, 1986); The Timkin Company (January 6, 1986). We believe that the
reasoning behind those letters is equally applicable in the instant situation. The reason
for those holding undoubted was that in order for auditing results to bave any utility,
there must either be uniformity among the auditors as to how £o about their task
(cg, generdly auditing standards and geperally ac accounting principles)
or there must be one auditor which will ttself epply uniform standards. Since there
Is no uniformly agreed upon auditing standards in the environmental areas, the fact that
2 specific issuer has engaged an outsider to examine its environmental activities does not
Mmoot & request that that 1ssuer join a consortium which will provide a uaiform system by
which that issuer can be measured in comparison with other issuers. Since the need for
standardized cvaluation is 2s important as the need for an external monitor (and was
‘one of the prime motivating factors leading to the creation of the Valdez Principles), the
Churches’ sharcholder proposal has not been mooted by the hiring of Arthur D. Little.
Therefore, the compliznce review undertaken by Texaco cannot moot the Churches’
request that the Company sign the Valdez Principles and thereby submit to 2 uniform
system of compliance review.

In addition, the Company’s compliance review program is applicable to only a
portion of Texaco’s worldwide activities. The Arthur D, Little audit applies only to
Texaco’s direct operations in the United States, Latin America, Europe and West Africa.
There is no auditing of Texaco’s operations in the Middle East, Asia or the remainder of
Alfrica, all areas were Texaco has extensive operations. One reason why these regions
are omitted is that the Arthur D, Little audit appears to cover only those operations of
Texaco which are directly owned by the Company. However, most of Texaco’s
operations outside the United States are carried on through Caltex, a 50% owned joint
venture with Chevron. Caltex is one of the largest petroleum companies in the werld,
with 1989 sales of $11 1/2 billion. The financial statements of Caltex appear in Texaco'’s
10-E. The appareat omission of the Caltex operations from the Arthur D. Little

Teview renders it, at best, a partial and crippled compliance review. The

Arthur D, Little review also may omit the operations of Star Enterprise, 2 joint venture
wnhSautﬁRzﬁnmglgc,vghidxownsreﬁnaiuintheUnitedStat&. Furthermore, even
directly o#ned operations in much of Asia are ot covered. Thes, even if the Arthur D.
htﬂemditpupmmdtowpygheVddaPﬁndplcinevuyotharspea,itwonldnot
mh&mdzs’pmpo&lamgthekﬂm&ﬁtﬂeeompﬁmcerwicwmonlya
fraction of Texaco’s worldwide activities. In contrast, the Valdez Principles have
worldwide apglicability,

Thirdly, Texaco has made no representation that it will continue in future years
munpleArﬂ;m'D.Lialetomoniwritxopmﬁons. g

ShcetheAtt}mrD.Ijnlcwvicwisnotpanofnstandar@dpMWhmby
among isuers can readily be made; since the Arthur D. Little review does
not cover all of Texaco's operations, either worldwide or, apparently, in the United
xtesmdmrmhs?ademh::mﬁwwmuemk&mmthefum
review which Texaco has instituted not moot the Churches’
Sharchobles propost )
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As far a8 periodic disclosure is concerned, the availability of a four sentence
certifisation from Asthur D. Little is no substituts foe public disclosure. There can be no
sccountability elther to the sharehofders or to the public unless there is disclosure of the

ing factua! data. Uglike audits performed by CPAs (where the financial
statements are made available and not just the auditors’ certificate) and unlike the
evahnations made by Arthur D. Little under the Sullivan Principles, there is no reporting
(other than the certificate i of the findings of the audit either to the shareholders or
to the public. Without the of at Jeast some of the underlying data, or at least
some description of the issuer’s performance, there can be no comparisons,
either within 2 given industry and across industry bnes. Tuerefore, the cxistence of the
Arthur D, Little review does not in and of itself provide any additional periodic
disclosure and therefore does not provide any evidence to support an argument that
there has been substantial compliance with the Churches’ request for additional
environmental disclosure.

In addition, the disdlosures described in the Company’s letter of March 15, 1991,
and the related Tabe, deal exclusivaly with three matters. First, thers are items dealing
wﬁh&ﬁstx;m@;i&yitb:heaepswbenkmindudingthedisdosurstobe
mde,heommnwmwpnﬂriﬂhmemtalamhe. (Sec Tabs two
and three) Since these jtems deal only with the rare catastrophic evear, they do not
ad&w:hencedfwwingdbdmﬁthewb&abomenv&onmm&lmam
Secondly, there are Tabs which purport to deal direcily with environmental matters.
Some of these are of a very general or "PR” nature. (See Tabs four, six and eight.)
Others provide a more in-depth view of Texaco’s eavironmeatal efforts. (See Tabs five
and seven) But even these Gocuments are totally lacking in detail For example Tab
seven’s description of the Company’s activities in the arex of Waste Reduction consists,
in its catirety, of the following sentence: *In 1988, Texxco launched Wipe Out Waste
(WOW), s program designed to contribute to a deaner eavironment by reducing the
waste produced in all 2spects of the company’s operations.” In short, Tab seven is a
Esting of both projects and plati neither of which, however Iaudable, provides the
public or the ders with the type of hard, factual data called for by the Churches’
sharcholder proposal. Tab five is a beaurifully produced piece. It is far longer than the
ther Tabs and contains at lsast some new information. Nevertheless, although a very
slick piece, it contains very littic hard data and thus falls far short of the disclosure which

undertaking to provide on an ongoing basis the type of periodic, hard data needed to
moot the Churches’ shareholder (Nor does any other document lied by
Texaco). Finally, there are the five Tabs desling with the Arthur D. Little audit. Tab
nine is Arthmr D, Little’s sales brochure, in which it describes to prospective customers
”W‘ﬁg"m Tab ten is Arthur D. Little’s proposal to Texaco of a
letter agreernaut to them 2s environmental consultants-guditors for the year 1991.
Tabs cleven and twelve are the audit guidelines, while Tab thirtecn is Arthur D, Little’s
cestificate. None of these five Arthur D. Little documents even addresses the question
of dudlosure. Similady, Texaco’s letter of March 15 itself merely summarizes the Tabs
:dde‘aﬂmol::oais'slv o s T Wﬁxmn cm:hnghas
fapagement exac0 idi

certain rather Himited eavironmental information in its 10-K. Inthon,desptgept;m

s request for reconsideration of the Staff Determination, the Company bas not

any additional information indicating that it is prepared to make disclosure of
any hard data concerning its activities. On the ontrary, a3 noted in its letter dated
September 25, 1991 (Tab cight), it believes that its envronmental audit results should

3
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be “made public becapse we feel strongly . . . that to do so would be
%Mm&ewdﬁemmdwtbemzdmuﬁmhon
and correction of problems®

Inmmuy Tabﬁvep:ovldaanyxddmemldhdome,andthatnbxsnot
a pelicy or promise mgvndemy in the futore. On the contrary, Tex2co has
apﬁaﬂymmzﬂmmmd&emm \

Inhglnofmeafnrmdfmdnnmnldiﬁ'amwnhrapeatocompﬁance
review between the Valdez Principles on the oue band and the Arthur D. Little audit on
the other, and in Eght of the fact that the Company has failed to identify any additional
periodic disclosure to which it is committed, it should be apparent, even even without a
detailed paint by pojat comparison of the Texaco's environmental policies 2nd principles
with the ten Vaidez Principles, that the Churches’ shareholder proposal has not been
m&nywmdﬂmmqucxmnm@wuewm

I

In its previous letter on this matter, the Staff stressed the elements of periodic
disclosure and compliance review. ‘l'hmmttmhzvcbecncﬁmedm?anloftbls
letter. In order to moot the Chunches’ shareholder proposal, however, it is necessary,
bat ot sufficieat, that there be periodic disclosure and compliance review. In addition,
there must abo be substantial implementation of the substantive operational and

managerial programs set forth in the Valder Principles. A comparison of the Company’s
pdnuandprmplesthhtbfwzv:lda?maphemb&h&beyond doubt
whbocmthatthe(hm:ba‘shueholdapmpoalhnsnotbmmbmnmﬂycomphed
with by Texaco. as otherwise noted below, the new materials presented by
Texaco fn its request for a rehearing have not provided additicnal information of the
type which would indicate that Texaco kas already adopted the policies called for by the
Valdez Principles.

mmvmwmmwwmemmanponmon
and 1o safeguard babitats. The varioos Texaco principles and guidelines (which were
submitted w’h Texaco's original request for a no-action letter and which are hereinafter
rcfemdm.s&o'fmﬁmddina‘)donotmuapdthedmamu (or cvea the
minimization) of pollution. They merely recite that they will "reduce” pollution.
Mmthaem%a nomeuuonwhamofbabmn,al:hough‘rabﬁve
cotains fine pictures of cas attempt to re-establish 2 habitat at a Star Eaterprise

fa Teas Funhetmcre, neither the greenhouse effect nor czone
Iayer depletion ate roentioned in the Texaco Guidelines.

Neitbor of the two matters covered the second Valdez Principle, namely th
mﬁmﬂcmofmhnﬂmmdtheb{nnmdmofmmmdemdmyw:n
covered by any of the language quoted from the Texaco Guidelines. (The reference to

conscrving uafnrmorelimwd than the conservation of all
blem ) concept of all non-
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thied Valdez Principle has three parts: (T) minimize creation of wast
W?ﬁaﬂ:mﬂ(ﬁ)&p&edmdﬂx@kTw&G&M&%n&%
with cither part () or with part (-

As to the fourth Valdez Principle, the Texaco Guidelines make no re& wmee
whatsoeves 10 that portion of the Fourth Valdez Principle which calls for the .
maximizstion of energy efficiency in all sald by Texaco. Furthermore, the
Texaco Guidelines appear to denigrate the use of sustunable rescurces, rather than

The&vmfsmpolkysﬁmzndthe@mialulnuﬁma’s
Principles give Valdez Principle Five & glancing blow, at best. Although the Petroleum
Institute’s Principles sppesr to score & fairly hit, those Principles neither extead
C uorto‘rmo"sn:;-h?wolmopu;gm ‘l‘her_equm’f:ﬁ'tehwnsgdos
provide new matter dealing wil preparedness for emergencies ax el as some
additional information about the importance of risk reduction. (See Tab five.)

With respect to Valdez Principle Six, once again the Texaco Guidelines havs
struck 2 ing blow, at best. Although that portion of Principies Six which deals with
sciling safe is addressed directly by Texzco’s own palicy statements, there is
neither a reference to safety as the product is “commonly used® (as opposed to “handled
according to recommended procedures”), nor to informing customers of the
envitonmental impact of the product. The new materials dealing with Crisis
managemert talk about the need to provide information after the disaster has occurred
and do not sddress the requirement of Principle Six that information be made available
to the public before 2nything goes wrong.

Yaldez Principle Seven calls for (i) restoring the eavironment and (if) providing
conipensation, in case if the Istuer causes harm to the eavironment. Nothing in the
Texaco Guidelines addresses these matters.

_Principle Eight of the Valdez Principles calls both for information about the
potential dangers of a0 operation (e.g. that danigerous chemicals are used in 2 given
procesy) and for information about any actual incidents (eg a chemical spill). In
contrast, the Texaco Guidelines m;ypartoeomonlyoneoﬂhmmauets,andthenonly
in certain industries since T s policies do not to address this matter. Tabs
&M&WWMW = a;;nhfmotmmm
protections hmmmmmw in the Texaco
Guidelines. Although the Cous letter of March 15 [ists a serics of whistle-blower
statutes mgmmofmmmtppﬁcablewthe@mpmy‘swoﬂdwide
operations .nmyoftbanmybetutﬁctedinseope. ’

. As far 23 Principls Nine is concerned, there is in the Texaco Guideli1es
m&ud&a‘&ewame&?owmu%mﬁommm

on 2 regulir bavis. Furthermoce, the Company sppears to concede that shere &
po Board member specially qualified in enviroamental matters, e

. Principle Ten calls for work toward establishing a system of independent
mmmmidiq(mbpmmaaﬂ:hdepmdmﬁmndﬂmd‘u)mdmm
disclosure of a0 envircamental audit. The new materials clearly establish that Texaco

s

-
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bas taken some to comply with the first of these matters, but that it is adamantly
owmdw&ezddthm(&c the discussion of these matters under part I of this

In summary, the Soregoing comparison of the Valdez Principles with the Texaco
mmmmwmmm&mmvmm«w
mﬁﬂymmdbytheTmGuﬂdm Twoofthcpmqplc(nmnbastwoand
seven) arc not addressed anywhere in the Texaco Guidelines or in the emental
information Omn,nnsﬁnowm:bttherm addr&

mdhﬂmmnyoftbem oftheValdaPﬁndplw.

tbe‘rauco%deﬁnu ornormbhncetotheValdez

theadopaonbmiofmeTmeddmadoanot
implement” the Valdez Principles. Tkarefoce the adoption of the Texaco
Guﬂdﬁudoamtmda&ewgnrebmmu Texaco has failed

its burden of proving that the Churches’ proposal be excluded
tion of Rule 142-8(c)(10). i g

hmmmrequ&ﬂxeSnﬁtomfmtthompanythauheSECpmxy
rules require denial of the Compary’s no-action request. We would appreciate your

the undersigned at 319-335-9076 with respect to estions in commectis
vnhthsmwwﬁﬁemﬁwshesanyfmm«mfommmyqu nmecton

Very truly yours,

Ciher

Paul M. Neuhauser
Attorney at Law

Michsel H
g

)

i
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UNITED STATES -
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549-0402

March 23, 2005

John R_ Sims
Executive Vice President and General Counsel
Albertson’s, Inc.

General Offices : . ‘
250 Packcenter Boulevard Act: (924

P.O.Box 20 Section: -
Boise, ID 83726 Rule: _HAL

, Public
Re:  Albertson’s, Inc. Availability:
Incoming letter dated February 3, 2005 -

Dear Mr. Sims:

. This is in response to your letter dated February 3, 2005 concerning the
shareholder proposal submitted to Albertson’s by the New York City
Employees” Retirement System, the New York City Teachers’ Retirement System,

. the New York City Police Pension Fund, the New York City Fire Department
Pension Fund, and the New York City Board of Education Retirement System. We also
have received a letter from the proponents dated March 10, 2005. Our response is
attached to the enclosed photocopy of your correspondence. By doing this, we avoid
having to recite or summarize the facts set forth in the correspondence. Copies of all of
the correspondence also will be provided to the proponents.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.

Sincerely,
Jonathan A. Ingram
Deputy Chief Counsel
Bnclosures
cc:  Richard S. Simon .
Deputy General Counsel
The City of New York PUBLIC REF
Office of the Comptroller ERENCE CODV
General Counsel
1 Centre Street, Room 609

.New York, NY 10007-2341




March 23, 2005

. Response of the Office of Chief Counsel
Division of Cor]&ration Finance

Re:  Albertson’s, Inc.
Incoming letter dated February 3, 2005

The proposal requests that Albertson’s disclose its social, environmental and
economic performance by issning annual sustainability reports.

There appears to be some basis for your view that Albertson’s may exclude the
proposal under rule 14a-8(i)(10). We note your representation that Albertson’s prepares
and publishes this type of report annually. Accordingly, we will not recommend -
enforcement action to the Commission if Albertson’s omits the proposal from its proxy
materials in reliance on rule 14a-8(i)(10).

Smoerely,

-

Daniel Greenspan
Attorney-Advisor




Albertsons —

February 3, 2005

U.S. Securities and Exchange Commission -
Division of Corporation Finance EN
Office of Chief Counsel L
450 Fifth Street, N.W.

Washington, D.C. 20549

Re:  Stockholder Proposal Submitted by The City of New York,
Office of Comptroller, Bureau of Asset Management for

Inclusion in the Albertson’s, Inc. 2005 Proxy Statement
Ladies and Gentlemen:

This letter is to inform you that it is the intention of Albertson’s, Inc. (the “Company”) to
omit from its proxy statement and form of proxy for its 2005 Annual Meeting of Stockholders
(collectively, the “Proxy Materials™) a stockholder proposal and a multiple paragraph “Whereas”
clause preceding the Proposal (collectively, the “Proposal”) received from The City of New
York, Office of Comptrolier, Bureau of Asset Management (the “Proponent”). The Proposal,
which the Proponent delivered via letter dated December 13, 2004, is attached hereto as Exhibit
A.

As required in Rule 14a-8(j) under the Securities Exchange Act of 1934 (the “Exchange
Act”), we have enclosed six (6) copies of this letter and its attachments. Also, we are mailing a
copy of this letter and its attachments on this date to the Proponent, informing it of the
Company’s intention to omit the Proposal from the Proxy Materials. As provided in Rule 14a-
8(j), this letter is being submitted to the Securities and Exchange Commission (the
“Commission™) no less than 80 calendar days before the Company files its definitive Proxy
Materials with the Commission.

THE PROPOSAL
The resolution included in the Proposal states:

RESOLVED: That shareholders request the company disclose its
social, environmental and economic Performanoe to the public by
issuing annual sustainability reports.

' The “WHEREAS™ clause preceding the resolution is not reproduced here. See Exhibit 4.

ALBERTSON'S, INC. f GENERAL OFFICES / 250 PARKCENTER BOULEVARD / P.O. BOX 20 / BOISE, IDAHO 83726 / 208-395-6200




U.S. Securities and Exchange Commission
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SUMMARY OF REASON FOR EXCLUSION

The Company believes that it may properly exclude the Proposal from the Proxy
Materials pursuant to Exchange Act Rule 14a-8(i)(10), because the Company has already
substantially implemented the Proposal. The Company respectfully requests that the staff of the
Division of Corporation Finance (the “Staf’) concur in its view.

REASON FOR EXCLUSION

The Company has already substantially implemented the Proposal, and therefore, it is excludable
under Rule 14a-8(i)(10).

The Company already discloses its social, environmental and economic performance in
one comprehensive document — its annual Company Profile, which is publicly available for each
of the last five years at the following web address: :

http://www.albertsons.com/abs_investorinformation/companyinfo/profile.asp

A copy of the 2003 Company Profile is attached hereto as Exhibit B.

Under Rule 14a-8(i)(10), a company may exclude a proposal if it has been “substantially
implemented” by the issuer. To be substantially implemented, a proposat does not have to be
“fully effected.” Release No. 20091 (Aug. 16, 1983). In determining whether a proposal has
been substantially implemented, the company’s policies, practices and procedures should
“compare favorably with the guidelines of the proposal” and there is no need to have a precise
implementation of the proposal. The Talbots, Inc. (Apr. 5, 2002); see also Cisco Systems, Inc.
(Aug. 11, 2003); Texaco, Inc. (Mar. 28, 1991). Specifically, a proposal is substantially
implemented where a company has already established procedures that relate to the subject
matter of the proposal or “essential objectives™ of the proposal. The Talbots, Inc. (Apr. 5, 2002)
(permitting the exclusion of a proposal that required the establishment of a code of corporate
conduct regarding human rights because the company had an existing Standard for Business
Practice and Code of Conduct); The Gap, Inc. (Mar, 16, 2001) (permitting the éxclusion of a
- proposal that requested a report on child labor practices of the company’s vendors because the
company had already established a code of vendor conduct, monitored vendor compliance and
published the related information).

The Proposal requests annual disclosure of the Company’s “social, environmental and
economic performance” through issuance of a sustainability report. As explained below, the
Company already publishes information relating to such matters-each year in one comprehensive
document, its Company Profile. '
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L Social Performance.

Quoting from the Proposal’s Whereas clause, “sustainability includes: “Encouraging long

- lasting social well being in communities where [companies] operate, interacting with different

-stakeholders (¢.g. clients, suppliers, employees, government, local communities, and non-
" governmental organizations) and responding to their specific and evolving needs...” (see Exhibit
A). Based on this quote, the Company assumes that the Proponent would look favorably upon a
report that addresses the Company’s commitment to community and interaction with its
stakeholders, and that a report addressing such matters would implement the “essential
objectives” of the Proposal. With this in mind, the Company refers the Staff to the following
information publicly disclosed in the 2003 Company Profile:

“Energizing Qur Associates” (Exhibit B, pgs 8 — 11). On these pages of the
Company Profile, the Company describes its commitment to its “most valuable
assets”, its employees. The Company Profile discusses the Company’s

- commitment to developing a diverse workforce, linking pay to performance and

providing competitive and comprehensive benefits, offering lifelong learning
opportunities to employees and mentoring the future leaders of the Company.

“Community Involvement” (Exhibit B, pgs 12— 13). On these pages of the
Company Profile, the Company summarizes some of the highlights of its ongoing
commitment to the communities its stores serve. Community food bank
donations, involvement with youth and education programs, the support of a
dietician program and the Company-wide volunteer community service program
“CORUS?” are just a few of the ways the Company interacts-with stakeholders
such as local communities and related non-governmental organizations.

“Making Life Easier” (Exhibit B, pgs 15 — 18). On these pages of the Company
Profile, the Company addresses its interaction with its “clients” — its customers.
The Company s “Service First, Second to None” initiative is discussed, as are the
tactics used to implement the initiative - tactics such as dual branding,
neighborhood marketing, e-commerce, corporate brands and a Focus on Fresh.

Similar topics have been addressed in each of the Company’s 1999 through 2002 Company
Profiles, all of which are available at the website noted above. The Company has thus
substantially implemented the Proposal’s request to issue an annual sustainability report on the
topic of social performance. ‘

2.

Environmental Performance.

Again quoting from the Proposal’s Whereas clause, “Many investors believe companies

that are ...

environmental stewards ... will more likely prosper over the long term.” The
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Company is proud of its environmental performance and assumes that one of the Proponent’s
“essential objectives” is to obtain public dissemination of information reflecting the Company’s
level of commitment to, and efforts involving, environmental matters. With this in mind, the
Company refers the Staff to pages 13 — 15 of the 2003 Company Profile. TOplCS addressed on
these pages (with some related disclosures) are:

]

“Best Management Practices” - “... a dedicated Environmental Affairs
Department continually incorporates pollution prevention and resource
conservation initiatives into daily operations...” (Exhibit B, pg. 13)

“Awards” — One of two major environmental awards bestowed upon the
Company in 2002 for waste reduction efforts included the “EPA WasteWise
Honorable Mention Award for the Very Large Business category”. (Exhibit B, pg.
13)

“Properties & Operating Compliance” — “In some cases, the Company purchases
and redevelops idle industrial or ‘brownfield’ properties and remediates to put
these impacted properties back into productive use.” (Exhibit B, pg. 13)

“Energy Conservation Measures” — 2003 energy conservation initiatives iricluded
adding use of environmentally preferred refrigerants as a part of the Company’s
new store criteria. (Exhibit B, pg. 14)

“Waste Reduction” — “Albertsons continued to work with vendors and packaging
companies to support the development and use of recyclable containers.” (Exhibit

B, pg. 14)

“Recycling” — The Company recycled 466,638 pounds of scrap metal in 2003.
(Exhibit B, pg. 14)

“Packaging Update” — “Our new bakery and donut boxes, unveiled in 2003, are
composed entirely of recycled paperboard and are 100% recyclable.” (Exhibit B,

pe. 14)

“Electronic and Computer Recycling” ~ “Obsolete equipment and parts are .
shipped to recyclers that embrace ‘zero landfill’ policies.” (Exhibit B, pg. 15)

“Climate Change and Emissions Reductions” — “Albertsons began a program in
2003 to quantify, claim and trade Greenhouse Gas Emission Reduction Credlts
(ERCs).” (Exhibit B, pg. 15)
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As with its social performance reporting, the Company has addressed this type of environmental
information in each of its 1999 through 2002 Company Profiles, all of which are available at the
website noted above. The Company has thus substantially implemented the Proposal’s request to
issue an annual sustainability report on the topic of environmental performance.

3 Economic Performance.

The Proposal also asks that the report disclose the Company’s annual economic
performance. While the Company already provides extensive financial information to the public
and its stockholders through its Annual Report and Form 10-K, Form 10-Qs, earnings releases
and Form 8-Ks, key economic metrics are also included with the Company’s social and
environmental reporting in its Company Profile. The Company refers the Staff to pages 19 — 36
of the 2003 Company Profile. Similar information was provided in prior year Company Profiles.

The disclosures made by the Company in its Company Profile are broadly responsive to
the Proposal and encompass its “essential objectives.” In short, the Company has substantially
implemented reporting procedures similar to those contemplated by the Proposal. Accordingly,
the Proposal is excludable from the Proxy Materials under Rule 14a-8(i)(10).

4. " The Johnson Controls Letter.

As further support for the excludability of the Proposal under Rule 14a-8(i)(10), the
Company directs the Staff to Johnson Controls, Inc. (Nov. 14, 2002). In Johnson Controls the
Staff did not permit exclusion of a proposal requesting a “report dealing with the social and
environmental issues related to sustainability”, and the Company believes the letter is instructive
in the current situation.

The Johnson Controls proposal requested disclosure of three key items:
“l.  The company’s definition of sustainability.

2. A review of current company policies and practices related to social,
environmental, and economic sustainability.

3. A summary of long term plans to integrate sustainability objectives throughout
company operations.”

Among other things, the Staff determined that this Jevel of detail was sufficient to withstand the
request of Johnson Controls, Inc. to exclude the proposal as vague. Although the Staff did not
disclose its reasoning for this conclusion, the Company finds instructive the Staff’s more recent
willingness to allow the exclusion of stockholder proposals asking for sustainability reports
based on GRI guidelines (see Albertson’s, Inc. (Mar. 5, 2004Y); Smithfield Foods, Inc. (Jul. 18,

2003)) (the “GRI Proposals”).
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When comparing the GRI Proposals (which sought to require companies to publish
reports based on a complex, expansive and in-flux set of guidelines) to the flexible approach
offered by the Johnson Controls proposal, the Company sees a rational explanation for the
Staff’s differing results. In Johnson Controls (and, we note, in the Proposal) the proponent gave
management the ability to decide how best to implement the proposal. By comparison, the GRI
Proposals would have mandated specific disclosures on a multitude of operational matters.

The Company believes that this key difference between Johnson Controls and the GRI
Proposals provides firther support for exclusion of the Proposal from the Proxy Materials based
on Rule 14a-8(i)(10). If the Proponent is trying to avoid the fate of the GRI Proposals by relying
on the Johnson Controls approach to obtaining a sustainability report, then the Staff should view
the 2003 Company Profile as substantially implementing the Proposal:

» Management has chosen a format for reporting the Company’s social,
environmental and economic perforrance in one document, and has chosen the
performance indicators to report.

o The Company has shown its commitment to annual reporting of the chosen
performance indicators by publishing a Company Profile since 1999.

e Unlike in Johnson Controls, the Proposal does not ask that the Company’s report
define sustainability or disclose its long term plans to integrate sustainability
objectives throughout company operations.

As aresult, the Company Profile implements the essential objectives of the Proposal.
Conclusion

For the foregoing reasons, the Company believes that the Proposal may be omitted from
the Proxy Material and respectfully requests that the Staff confirm that it will not recommend
any enforcement action if the Proposal is excluded. Your prompt review of this matter would be
greatly appreciated. Should you have any questions regarding this matter, please do not hesitate
to contact the undersigned at (208) 395-4129.

Thank you for your attention to this matter.

Sinéerely, :§

Jo 4 R. Sims
Executive Vice President and General Counsel

cc: Patrick Doherty, The City of New York, Office of the Comptroller
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THE CITY OF NEW YORK - - IR
OFFICE. OF THE COMPTROLLER
1 CENTRE STREET
NEW YORK, N.Y. 10007-2341

ecbcrl 3,2004 WILLIAM C. THOMPSON, JR.

COMPTROLLER

Ms. Colleen Batcheler
Vice President and Corp. Secretary

Albertson’s, Inc.

250 Parkcenter Blvd.
P.0.Box 20
Boise ID 83726

DearMs Batohelcr

“The Office of the Comptroller-of New York City is the custod:an and trustee of the New

York City Employees’ Retirement System, the New York City Téachers' Refirerient
System, the New York City Police Pension Fund, and the New York City Fire
Department Pension Fund, and custodian of the New York City Board of Education
Retirement System (the “funds”). The funds® boards of trustees have authorized me to
inform you of our intention to offer the enclosed pmposal for consxderauon of
stockholders at the next annual meeting.

-1 submit the aftached proposal to you in accordance with rule 14a-8 of the Securities

Exchange Act of 1934 and ask that it be mcluded in your proxy statement

continually for over a year, of shares of Albertson’s, Inc. common stock are énclosed.

The funds intend to continue to hold at least $2,000 worth of these securities through the.

date of the annual meetmg

We would be happy fo discuss this initiative with you. Should the board decide to
endorse its provisions as company policy, our funds will ask that the proposal be

‘withdrawn from consideration at the aniual meeting. Please feel: free to. contact me at

(212) 669-2651 if you have any further questions on this matter.

Enciosures

- Albertson’s Itr. 2005

‘Lettels from Cmbank and Bank of New York cernfymg the funds’ owncrslnp, T

¥ New Yotk City Office of the Comptroller
Bureau of Asset Management ‘




SUSTAINABILITY REPORT TO SHAREHOLDERS
Whereas:
Disclosure of key information is a founding principle of our capnal markets.

Invcstors mcreasmgly seek dlsclosure of companies’ social and environmental practices
in the belief that they impact shareholder value. Many investors believe companies that
* are good employers, environmental stewards, and corporate cilizens will more likely
prosper over the long term and be accepted in their communities. The link between
sustainability performance and long term sharcholder value is awakening mainstream
financial companies to new tools for understanding and predicting capital markets.
According to environmental research consultant Innovest, major investment firms
including ABN-AMRO, Neuberger Berman, Schroders, T. Rowe Price, and

" Zurich/Scudder subscribe to information on compames social and environmental
practxces to helyr make investment decisions.

A growing number of compames are issuing sustainability reports. According to the Dow
Jones Sustainability Group, sustainability includes: “Encouraging long lasting social well
" being in communities where they operate, interacting with different stakeholders (e.g.
clients, suppliers, employees, government, local communities, and non-governmental
organizations) and responding to their specific and evolving needs, thereby securing a
long-term ‘license to operate,” superior customer and employee loyalty, and ulnmately
superior fmancml retums.”

Companies increasingly recognize that transparency and dialogue about sustainability are
key to business success. For example, Ford Motor Company states, *‘sustainability issues
are neither incidental nor avoidable—they are at the heart of our business.” Baxter
International sees sustainability reporting as “a.balanced way of thinking, acting and
driving accountability across Baxter each and every day.” American Electric Power states
that, “management and the Board have a fiduciary duty to carefully assess and disclose to
shareholders appropriate information on the company’s environmental risk exposure.”

'Moreover, many global organizations, like the European Unjon Framework for Corporate
Social Responsibility, support corporate sustainability reporting. The national
governments of Australia, Japan and the United Kingdom recommend sustainability
reporting. In addition, companies listed on the Johannesburg and Paris Stock Exchanges
are now required to report non-financial mformatlon related to corporate social and

" environmental performance.

RESOLVED:

That shareholders request the company disclose its social, environmental and economic
performance to the public by issuing annual sustainability reports.




Exhibit B

2003 Company Profile




2003 COMPANY EROFIL‘E" :
Working hard
to make life easier
for our customers
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Company Overview

The Company _
Albertsons is one of the world's largest food and drug retailers with annual revenues of over
$35 billion. Based in Boise, ldaho, the Company employs more than 230,000 employees and
operates approximately 2,500 retail stores in 37 states across the United States, under
banners including Albertsons, Jewel-Osco, Acme, Albertéons—Osco, Albertsons-Sav-on, Sav-
on Drugs, Osco Drug, Super Saver, Shaw's and Star Market (as of April 30, 2004).

Investor Relations

Nick Kormeluk Mike Beckstead

Vice President, investor Relations Manager, investor Relations
Phone (208) 395-6622 Phone (208) 395-4468
Media

(208) 395-6392

Stockholder Information
*  Stock symbol: ABS
» Listed on the New York and Pacific stock exchanges
+  Options traded on the American and Philadelphia stock exchanges
= Shares of common stock outstanding on January 29, 2004: approximately 368 million
* Fiscal year-end: Thursday closest to January 31 '
* Annual Meeting of Stockholders:
8:00 a.m. Eastern Daylight Time
Thursday, June 10, 2004 ~ Sarasola, FL.
*  Fiscal 2004 (53-week year) quarter end dates:
April 29, 2004
July 29, 2004
" October 28, 2004
February 3, 2005
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Company Values

Vision

Albertsons is a unified leam of energized associates obsessed with creating the world’s
number one food and drug retailer in the areas of market value, scale, profitability, customer
service and associate satisfaction.

Mission
Guided by relentiess focus on our five imperatives, we will constantly strive to implement the
critical initiatives required to achieve our vision.

In doing this, we will dellver operational excellence in every corner of the Company and meet
or exceed our commitments to the many conslituencies we serve.

Al of our long-lerm stralegies and short-term actions will be molded by a set of core values
that are shared by each and every associate.

Five Strategic Imperatives

1 Aggressive Cost & Process Control

2 Maximize Retumn on Invested Capital

3 Cuslomer-Focused Approach to Growth
4 Company-Wide Focus on Technology

5 Energized Associales

2
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Core Values
With an unyielding commitment to integrity, quality and compliance, we will...

1

Drive & passionately implement the spirit of customer first, second to none... every

day... in ait we do.

Embrace a strong commitment to community citizenship... sharing with those in need

our time & our resources.

Sea change as an opportunity for growth & renewal...not as a threat.

Demonstrate bias for action & speed to establish & sustain compelitive advantage.
Foster a mindset of continuous improvement in every process, person &
product...creating a culture that values the ideas of every associate...relentiessly
searches out & transfers best practices...believing that there is an infinite capacity to

improve everything we do.

Create an uplifting atmosphere for associates... by practicing positive leadership

each day... understanding that an organization’s attitude always determines its altitude.

Build a strong commitment to diversity... constantly striving to build an associate
population at every level that mirrors our customer base, while also developing formats &

products that meet the diverse needs of our society.

10

Establish an uplifling environment of recognition & reward... both in the wallet & the
heart.

Show a clear intolerance for bureaucracy... insisting on excellence in execution... &
accountability for defivering resulls.

Partner with & reward vendors who assist us In creating compelling offers for customers
& maximizing returns for shareowners,

3
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Company Timeline

1891
1899

1915
1917

1931

1932
1932

1935
1937

1939

1942

1945
1948
1951

1956
1957

1961
1962
1965
1966
1968
1969

1977

Acme founders Samuel Robinson and Robert Crawford open ﬁrst Acme Market.
Frank Ross and Frank Skiff begin Jewel as a company of door-to-door salesmen
selfing tea and coffee from the back of horse-drawn wagons.

Samuel M. Skaggs opens the first Skaggs Cash Store.

Acme merges with four Philadelphia grocery stores to form American Stores
Company.

Charles Crouch, Lucky Stores founder, and four investors purchase six stores on the
San Francisco peninsula — Peninsula Stores, Ltd.

Jewel purchases a chain of 77 stores, creating Jewel Food Stores.

L.J. Skaggs opens the first self-service drug store in Tacoma, Washington, under the
Pay Less Drug name.

Peninsula Stores, Ltd., changes name to Lucky Stores.

L.L. Skaggs and Harold Finch found Payless Drug—eventually Osco Drug—in
Rochester, Minnesota.

Joe Albertson enters into a partnership with L.S. Skaggs and Tom Cuthbert,

Mr. Skaggs’ accountant, and opens his firsl slore, in Boise, ldaho. Skaggs family
pu}chases four drug stores in Uah, Idaho and Montana.

Owners Service Company forms from the dissolved Payless Drug operation, and new

Osco Drug stores open.

C.J. Call and fra Brown open first Sav-on Drugs store in San Bernardino, California.
Pay Less Drug changes‘name to Skaggs Drug Stores.

Albertsons opens first combination food and drug store, a 60,000-square-foot
superstore.

Lucky acquires 48 stores in Southern Califomnia, doubling the size of the chain.
Albertsons begins incomporating drug stores in hew Albertsons Food Centers with the
purchase of Sugarhouse Drug in Saft Lake City. Jewel and Eisner Food of
Champaign, Winois, merge.

Jewel forms a parinership with Osco Drug for combination food and drug stores.
Jewel} acquires Tumstyle depariment stores. ‘

Skaggs Drug Stores incorporates under the name Skaggs Drug Centers, Inc.

Jewel acquires Buttrey Food and Drug Stores in Montana.

Lucky Stores acquires fliinois-based Eagle Stores, establishing a national presence,
Albertsons listed on the New York Stock Exchange as ABS. Albertsons/Skaggs
partner to create Skaggs-Albertsons combination food and drug stores.
AlbertsoﬁslSkagés partnership dissolves amicably. Jointly held assets are evenly

divided.
4
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1978
1979

1980
1984
1988
1992

1998
1989

2001

2002

2004

Albertsons builds Boise General Office.

Skaggs Drug Centers, Inc., acquires American Slores Company and adopts the
American Stores Company name; company headquarters moves to Salt Lake City,
Utah.

Jewel Companies, Inc, acquires Sav-on Drugs.

American Slores Company acquires Jewel Companies, Inc.

American Stores Company acquires Lucky Stores, Inc.

Albertsons purchases 74 Jewel-Osco combination food and drug stores from
American Stores Company.

Albertsons acquires Seessel's, Smilty's, Butirey's, and certain Bﬁmo's stores.
Albertsons and American Stores Company merge. Lucky Stores change name to
Albertsons.

Larry Johnston joins Albertsons as Chairman and Chief Executive Officer.
Restructuring begins. |

The New Albertsons continues restructuring to create a more efficient company.
Company completes market exits in Houston, Nashville, Memphis and San Antonio
markets; sells Houston and Tulsa distribution centers.

Albertsons acquires over 200 Shaw's and Star Market stores in New England.

5
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This map reflects division alignments and store
counts as of January 29,2004 (fiscal year end),
with the exception of the Shaw’s division, which
is as of April 30,2004 (acquisition closing date).
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ENERGIZING OUR ASSOCIATES

Employing and Energizing a Diverse Work Force

Our Most Valuable Assets At Albertsons our associates are our most valuable assets, and
we are working to ensure that we have diverse, qualified people at every level of the business
ready for leadership positions. In 2003 the Human Resources team made significant
advancements in education and leadership development, introducing new technologies that
help create meaningful learning experiences for our associates. We emphasized our
commitment to diversity through a quarterly newslefter, a robust training program and an
internal network of 27 affinity groups (or networking groups), comprised of more than eight
hundred associates across the Company. We also continued to make important changes lo
our compénsation programs to more closely link performance and rewards. As we see it, the
role of the Human Resources team is to establish and manage efficient processes that
uitimately develop and motivate leaders, giving them every opportunity to enjoy long,
successful careers with our great Company.

Attracting Diverse Candidates

Recruiting a Talented and Diverse Workforce From enlry-level store clerks 1o senior-level
executives, our goal is to recruit and hire the right candidate for every job, placing a premium
on hiring from the neighborhoods we serve. Albertsons reqularly participates in minority job
fairs and college campus recruiting events across the country to seek out the best
candidates. Our management training programs seek potential leaders with diverse skills,
interests and backgrounds. These fast-paced courses are designed to prepare trainees for

- future retail management leadership paositions.

Unicru Riring Management System Energizing our associates and focusing on positive
attitudes and customer service begins the moment a candidate applies for a job. We have
installed self-service kiosks in the fronts of our stores that enable people to leam about and
apply for jobs right on the spot. The kiosks present and coflect information in both English and
Spanish. The built-in assessmenl technology provides managers with an objective tool to use
in placing candidates In jobs according to each one's strengths. This streamlined hiring
process not only helps us make better hiring decisions, but also reduces turnover,

A Culture of Diversity

Albertsons embraces and encourages the inclusion of diverse backgrounds, experiences and
perspeclives. Our Diversity Mission Statement reflects the significant commitment our
Company has made to diversity.

Our Diversity Leadership Council (DLC) ensures that diversily is reflected in our daily
business. Company leaders involved in the DLC represent store development, marketing,
merchandising, operations, distribution, community refations, human resources, education,
and food and drug divisions. The DLC develops opportunities to achieve the Company vision
and mission and integrates diversity concepts throughout our Company.

Albertsons promotes diversity around four key concepls —

« Diversity Representation ~ Albertsons focuses on building a workforce at every level
that mirrors our customer base. For example, a component of our succession planning
strategy includes our Junior Mititary Officer (JMO) program. This program targetls high-
caliber minority and female candidates with proven leadership skills; these candidates
are hired and moved through the ranks on an accelerated training program. The JMO
program is just one example of our continuing commitment fo increasing the diversity of
our latent poo! al all levels. : :
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+ Understanding Differences — Many activities center on our recognition and appreciation
of our valuable associates and their unique contributions. For example, our Courlesy,
Dignity and Respect training program gives our managers and management trainees
tools to encourage and embrace diversity in the workplace. This interactive, scenario-
based program provides different workplace solutions to maintain a positive and
harassment-free environment.

* Managing Our Diverse Workforce — Diversity programs are embedded in our poficies
and practices {o ensure that we maximize our lalented associates. For example, we have
27 affinity groups (or networking groups) that play a significant role in creating an
inclusive corporate cutture. Our groups include groups for women, Asian-Americans,
African-Americans, Hispanics and Latinos. Although these groups are diverse, they
share a common focus on our Company's initiatives. Among other benefits, our affinity
groups provide a support system and positive forum for professional and personal
development, recruitment and retention, as well as community outreach.

« External Marketplace — Diversily plans are connected to our customer-focused
approach lo growth, one of our Company's strategic imperatives. For example, we are
actively partnering — and developing strategic refationships — with diverse suppliers. Our
goal is to create shopping environments that are exceplionally pleasing to an elhnically
or demographically distinct customer base, '

Our strong commitment to diversity leads to organizational harmony, operational excetlence
and improved business results. We firmly believe that a commitment to diversity is critical to
our future success.

A Culture of Learning

At Albertsons we're always leaming. No matter what the job or location, we strive to leamn
more, increase skills and find better ideas. We want to be sure that our associates have
access to information that's important to them and their development; understand their jobs;
have clear career paths, know they are appreciated; and recognize that what they do adds

value. In fact, we're building a Wfelong learning culture at Albertsons. We want associales to go -

beyond learning the skills they need for their current job and learn skills that will prepare them
for their next job. By providing the tools and education that will give them the best chance to
move forward, Albertsons is helping associales build careers.

Our Education, Leadership Development and Communications departments work together lo
promots lifelong learning.

Education: Lifelong Learning Our lifelong leaming culture heips associates actively set and
pursue clear learning goals throughout their careers at Albertsons. We're building a curriculum
that’s filled with leaming experiences; associates are able to find new opportunities for
intellectual and professional growth and then apply the knowledge gained toward meeting
crilical business goals. Deveilopment, then, becomes an ongoing, everyday activity that's an
integral part of everyone's jobs.

Core Curriculum The core curriculum we've built helps to.ensure associates have education
opportunities throughout their careers. In our core curriculum, leaming takes place in the
actual work environment and around real work situations, so associates can make meaningful
changes in the way they manage and develop people. The experiences in our curriculum are
supported with onfine programs, coaching events and other self-directed activities for personal
growth.

Leadership Fundamentals - Designed for newly-promoted managers and supervisors,
the Leadership Fundamentals workshop helps associates understand how to manage
others through the application of our Company’s core values.
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Core Values in Action ~ Designed to develop leaders throughoul their careers, Core
Values in Action is a leaming event that associates wil experience throughout their
development as they advance In the organization. Group discussion and casework with
peers creates a foundalion for continuously improving our leadership’s integration of our
vision, mission and core values into their day-io-day business practices.

Action Leadership Series — Field Leadership for Results for our store operations leaders
and Leadership Through Action Leaming for our general office leaders engage them in
developing new management approaches, improving execution and facilitating cultural
change. These companion programs help to develop the same foundational leadership
skilis throughout our organization, using real kife casework that applies to each leader’s
function.

eLearningfeCommunication Our Company continues Yo focus on technology by
implementing new leading-edge solutions that support leaming, communication and
collaboration across the enterprise. These technologies provide virtual classroom
environments that bring together associates from across the country where they share best
practices, are informed of the latest critical business information and learn new skills.
Albertsons' Leaming Managemsnt Syslem enables just-in-time eLeamning and tracks
individual progress for all types of development. In addition, we have strengthened our
broadcast network, 50 every associate has the opportunity to hear frequent messages from
our CEO and their division leadership team.

Succession Planning When we introduced succession planning in 2002, our goals were to
identify replacement candidales and help our business leaders identify and develop
associates. In 2003 we took aggressive steps to expand our talent management system.
We're looking deeper inlo the organization to identify high-polential candidates earlier in their
careers, and creating development plans to ensure these associates gain the skills and
experiences necessary to lead our Company in the future.

Mentoring Future Leaders We know the key to developing successful future leaders is to
leverage the leadership we have, starting with our company-wide mentoring program. Through
mentoring, associales are paired with experienced senior leaders who share experiences and
business insights that have helped them to succeed in their own careers.

Communications Alberisons believes in the power of communication. Communication isn't
just a one-way sireet — it moves in all directions and is the “glue” that holds our organization
together. Using vehicles such as division newsletters, weekly messages from the CEO,
satellite broadcasts and annual division communication meetings, the Communications
Department pariners with business leaders to help move information quickly acrass the
Company. Simply, we believe that well-informed associales make better decisions for our
business and our customers.

Providing Competitive Compensation and Benefits

Albertsons is committed lo providing competitive compensation and comprehensive benefits to
our associates. A dynamic performance-based pay program was developed and implemented
in 2003 for non-union associates. The performance-based pay philosophy, which rewards
associates for achieving business goals, is at the heart of all compensation programs,
including annual salary or wage reviews, incentive-based compensation, equity compensation,
discretionary bonus awards and promotional opportunities.

Employee Assistance Program Albertsons provides an Empioyee Assistance Program
{EAP) to associates who are eligible for Company-sponsored health and welfare plans. The
EAP helps our associates solve the challenges of balancing their work and personal lives.
Whether they are in need of a childcare or elder care reference, counseling or financial
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planning assistance, EAP is there to help. Associates can access helpful information through
the Intemet! or by calling a tolt-free number.

ASRE Albertsons Savings and Retirement Estates (ASRE), which celebrated its sixty-fifth
anniversary in 2003, has been recognized as one of the premier retirement benefit packages
in the country. For fiscal 2003, Alberisons made a substantial comrmitment to associates by
contributing over $143 million to participants’ accounts. The Company made a profit-sharing
contribution of 4.5% of pay, and for participants who elected to contribute a portion of their
salary to their ASRE accounts, the Company contributed a matching 40% (up to 6% of pay
contributed by the participant).

Medical, Dentat and Vision Programs Eligible associates have several medical plans to
choose from, including national preferred provider organizations (PPOs). Many areas also
offer a point-of-service (POS) option and/or one or more health maintenance organizations
{HMOs). Most medical plans include vision care. A dental PPO is offered nationwide and a
dental HMO is available in many areas.

Online Bonefit Plan Enroliment Albertsons infroduced a new online annual enroliment
process in 2003. Due to continued restructuring and standardization of our benefit plans we
experienced a very high volume of enrollment, and 77% of those elections were made
electronically.

Flexible Spending Accounts Two flexible spending accounts, for medical and dependent
care expenses, were introduced in 2003. The Medical Flexible Spending Account allows an
associate {o set aside, on a tax free basis, up to $3,640 annually lo cover eligible medical
expenses not covered by the health plan (e.g., deductibles, co-pays, over-the-counter drugs).
The Dependent Care Flexible Spending Account allows an associale to set aside, on a tax
free basis, up to $4,992 each year to cover expenses related to day care for children under the
age of thiteen or a dependent adult. In addition to saving our associates money and lowering
their taxable income, the fiexible spending accounts save the Company money by reducing
payroll dollars that are subject to the employer FICA tax.

Life Insurance Program Life insurance benefits were standardized in 2003. Changes were
made to both Company-paid life insurance benefit plans and associate-paid voluntary life
insurance options o create a common offering company wide.

Salary Continuation, Short-Term and Long-Term Disability Benefits The Company
provides salary continuation or shorl-term disability benefils for associates eligible for
Company-sponsored health and welfare plans. Associates also may elect lo participate ina
long-term disability program at a competitive premium rate.

Voluntary Beneflts Voluntary programs are available to associates for such benefits as
homeowner, auto and pel insurance, and long-term care. A limited medical plan is also
available to associates who do not meet eligibility requirements for the comprehensive
Company-sponsored medical plan.

Summary Plan Descriptions Summary Plan Descriptions (SPDs) for all Company-
sponsored benefit plans were updated and reissued in 2003. in support of the company-wide
focus on technology, these SPDs were dislributed on a CD-ROM using a proprietary format
that is unique to Albertsons. In addition to the substantial savings realized by the Company
over traditional printing and distribution costs, the new format was easy to use and was well-
received by associates.
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COMMUNITY INVOLVEMENT

Albertsons and its family of stores believe in being goad neighbors by contributing o the
quality of fife in the diverse communities we serve. In 2003 Albertsons provided more than $78
million in cash and in-kind donations, with support focused on hunger relief, youth and
education, and health and nutrition.

Hunger Relief

Food Donations In 2003 Albertsons worked to raise public awareness of hunger-relief
programs and donated more than 23 million pounds of food and household goods to
America’s Second Harvest food banks and other local hunger-relief programs nationwide. In
addition, with the support of our 200,000 associates and hundreds of thousands of customers
nationwide, we sponsored a national food drive - the largest ever in the Company's history.
The food drive was kicked off with a $100,000 contribution to America’s Second Harvest to
expand it's children’s after-school hunger-relief and education programs.

Food For All Albertsons continued its support of hunger refief through the Food For All
program, Customers and assoclates across the country ralsed nearly $525,000 in 2003 to help
feed the less fortunate throughout the year.

Health & Nutrition

Dedicaled to helping ensure the availability of quality healthcare and human service support in
our communities, Albertsons provides extensive healthcare services to our customers. From
in-store pharmacy flu immunizations to heaith screenings for diabetes, cholesterol and
osteoporosis, and risk assessments for heart disease and stroke, Albertsons’ pharmacy
associates provide valuable health services al little or no cost.

A Su Salud/To Your Health In 2003 Atbertsons received the Food Marketing Institute’s
Neighborhood Partnership Award for our A Su Salud (To Your Health) health fair program. We
slarted our heaith fairs in 2002 to serve people who had not traditionally sought preventative
medical screenings. To answer this community need we began holding health fairs in our drug
stores’ parking lots, providing access lo free diagnostic screenings, low-cost follow-up care
and information about healthcare topics. Among the free screenings offered are height,
weight, cholesterol, diabetes, bone density, blood pressure, depression and vision. Albertsons
sponsored 230 health fairs in 2003.

Muscular Dystrophy Association For more than two decades Albertsons has supported
MDA through several special events and programs that are meaningful to our customers and
associates. The Company continued its support of the Muscular Dystrophy Association in
2003 through in-slore Muscle Team events, Shamrock sales, Aisles of Smiles and golf
tournament fund-raisers. Albertsons presented a $3.2 miltion check to Jefry Lewts during lhe
2003 MDA telethon.

Albertsons Corporate Dietitian Program Albertsons Corporate Dietilian program educates
thousands of people through our Healthy Eating program. In 2003 the program expanded lo

" our Dallas/Ft. Worth Division, adding to our already sstablished programs in the Northwest,
Southwest, Midwest, and Northern and Southern California, as well as Florida and the
Intermountain regions.

Youth & Education
Albertsons remains deeply committed to sponsoring valuable programs that promote
educational exceilence and the nurturing of our youth,
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Hall-Million Books Through a partnership with the Coca-Cola Company, Albertsons
distributed a half-milion books 1o hundreds of schools across the country. Each store director
selected three local schools to be the recipients of these books as students headed back to
classrooms in the fall of 2003.

Community Partners Card The Community Partners Card programis a parinership
between Albertsons and schools (preschool-12), churches and non-profit organizations
directly benefiling youth. Albertsons donates a percentage of purchases made by the
supporters of parlicipating organizations. At the end of each fiscal quarter we donate a
percentage of the total dollar amount of their supporiers' purchases ta the parlicipating
organization. In 2003 the Community Partners Card program gave more than $16 million back
to our communities across America.

CORUS Volunteer Program Albertsons’ commitment to communily citizenship reached new
heights in 2003 with the launch of CORUS, a company-wide associale volunteer program.
More than 170 chapters across the country were established to organize volunteer events.
Qur associates contributed aimost 800,000 hours of community service during 2003 and made
significant contributions to the communilies in which we operate.

United Way

Albertsons, in conjunction with our associales, donated over $2.2 miltion in 2003 to United
Way and the social service programs they support.

ENVIRONMENTAL AFFAIRS

Best Management Practices

In addition lo Alberisons’ commitment lo operale our business in full compliance with all
applicable environmental regutations, a dedicated Environmental Affairs Department
continually incorporates polluion prevention and resource conservation initiatives into daily
operations, helping our stores and distribution centers minimize negative environmental
impacts on communities we serve.

Awards

Albertsons continues lo receive accolades for its resource conservation and sustainabitity
efforts. Two major awards for waste reduction efforts were bestowed upon the Company in
2003.

* EPA WasteWise Honorable Mention Award for the Very Large Business category for our
efforls 1o reduce waste generation company wide

* California !ntegmfed Waste Management Board WRAP 2003 Award for reducing waste
_ generation and increasing resource recycling {six years running)

Properties & Operating Compliance

Albertsons purchases or leases numerous properties each year for development of new stores
and fuel centers. Prior to acquisition, the Company's environmentat team completes thorough
property reviews {o avoid unnecessary liabllity. In some cases, the Company purchases and
redevelops idle industrial or "brownfield” properties and remediates to put these impacted
properties back into productive use.
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Albertsons is committed to maintaining compliance with all applicable federal, state and local
environmental regulations for all of our retail and distribution center facilities. Many regutations
apply ta our facilities — ranging from water resource management, to air quality. emissions, to
hazardous materials management. The Company’s environmental team offers an important
technical support resource to help achieve all compliance objectives.

Energy Conservation Measures

In 2003 the Company continued efforts to reduce electricity consumption through the
identification and application of energy control and conservation technologies in both new and
existing facilities.
Energy-reduction initiatives included:
+ Lighting retrofits - Instailation of high efficiency lighting systems
«  Energy management controls - Installation of computer controf hardware and software
to help maximize efficiency of refrigeration, air conditioning and electrical systems
*  Vending machine & heater controls — Use of motion sensors to allow vending
machines and food “wrapper” heaters to operate only when necessary
New store criteria improvements included:
+  Skyfights with lighting controts to minimize operation of sales floor lights
* Use of environmentally preferred refrigerants (HFCs)

+  Use of high-efficiency display cases that keep product temperatures constant while
reducing energy usage

Waste Reduction

in an effort to reduce the amount of waste generated at store lavel, Albertsons continued to
work with vendors and packaging companies fo support the development and use of
recyclable containers. Additionally, the Company continued providing convenient plastic bag
recycling centers in its stores to encourage customers to recycle. Thase resources are used
again in the manufacturing of plastic lumber, parking stops and curbing, and other useful
products. To promote community recycling, Albertsons stores are listed on the Earth’s 911
Web site (www.earths311.0rg} as a coflection center for plastic bags.

Recycling

Our slores and distribution centers continued to recycle corrugated cardboard, plastics,
wooden paliets, cooking o, meat and bone scraps, singe-use cameras and scrap melal. By
the numbers: -

Food bank donations — 19,901,271 pounds

Plastic—including grocery bags — 5,502,855 pounds

Cardboard boxes (OOC} - 533,236,000 pounds

Scrap metal — 466,638 pounds

Organics/compost diversion — 12,493,460 pounds

Packaging Update
Albertsons confinues to support environmental inifiatives that reduce cosls, improve recycling

and increase efficiencies. Our new bakery and donut boxes, unveiled in 2003, are composed
entirely of recycled paperboard and are 100% recyclable, including the special plastic window
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film. Efforts la shift away from wax-coated containers continued throughout the year and
Albertsons anticipates many future sustainable packaging improvements.

Electronic and Computer Recyeling

Albertsons continues to manage electronic and computer equipment, including balleries, as
assets. Obsolete equipment and parts are invenloried, palletized and shipped to recyclers that
embrace “zero landfill” policies. i the equipment cannot be sold for reuse, it is scavenged for
recyclable parts, a policy which promotes resource conservation while minimizing potential
future liability. '

Climate Change and Emission Reductions

Albertsons perceives climale change, as it relates to global warming, fo be a very real
potential risk to the environment, which ultimately could affect our Company, our customers
and the communities we serve. We see a great opportunity in targeting and achieving
emission reductions that are practically attainable and fully compliant with all applicable
environmental regulations. As an added benefit lo our energy reduction measures, Alberisons
began a program in 2003 lo quanlify, claim and trade Greenhouse Gas Emission Reduction
Credits (ERCs). This initiative combines environmental stewardship with sound business
praclices,

MAKING LIFE EASIER

Albertsons’ food and drug retail operations are located in major metropolitan markets, as well
as in secondary markets with substantial growth opportunity. Our customer-focused approach
is fundamental to our fulure and we stand by our brand promise of working hard to make life
easier for our customers. We are working on many fronts to uphold this promise. Our Service
First, Second to None initiative underscores our absolute commitment to provide excellent
service and provides 3 means for us to improve the customers’ shopping experiences. The
expansion of our neighborhood marketing focus by growing kosher, organic, Asian and
Hispanic platforms allows us to tailor each store lo mee! the specific needs of our diverse
customer base. Our heritage and expertise in the drug store industry differentiates us by
appealing to our cuslomers' needs to manage their heatth and well-being. We strive each and
every day o offer the freshest products and best promotional oflering.

Brand Promise

Making Life Easler Albertsons operates some of the most trusted brands in America. We
believe that our customer-focused approach to growth, backed by the promise of working hard
lo make life easler for our cuslomers, Is positioning our brands to win customers for lifel

Our advertising campaign, featuring the tatented Patricia Heaton, co-star of television’s
Everybody Loves Raymond, brings this promise to life by demonstrating the endless ways
Albertsons’ brands make a very real difference in people’s tives. Ms. Heaton, a wotking
mother of four boys, lends her own special brand of humor that seems to resonale with
women everywhere. These elements together make our commercials entertaining yet
unmistakably powerful vehicles for our averall branding communication.

Dual-Branded Combos

Albertsons strategic advantage in today’'s marketplace comes from the Company’s unique
heritage in two market formats - food stores and drugstores. Albertsons has decades of
experience in serving customers in both market formats. This unique position in the
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marketplace has enabled the Company fo bring together separale relail brands, crealing the
dual brand combination stores that leverage the Company’s separate food and drug
experience and brand equity. The Company began expanding the dual brand combo concept
in 2001 and has continued to roll-out the dual brand concept through 2003.

Neighborhood Marketing

By tailoring each store to specifically meet the unique customer needs of the neighborhood we
are truly deiivering on our brand promise to make life easier. We carefully study each
population base to determine a muititude of product decisions - from how Jarge the Baby Care
Center should be to which product mix best fits the customer base. With approximately 38% of
neighborhoods we serve comprised of African-American, Asian, Hispanic and Jewish
households, Albertsons’ emphasis on ethnic and neighborhood marketing programs is critical
to our success.

African-American  African-American communities nationwide continue fo benefit from
Albertsons expanded African-American product selections. For example, in Dallas, our Oak
Cliff store boasts one of the largest selections of African-American hair care products in the
supermarket industry. Eight of our divisions sponsor a Black History Month celebration, where
African-American entrepreneurs and their products are featured in ads throughout the month
of February. In fact, Jewel-Osco received two awards from the Public Relations Society of
America — Chicago Chapter for their 2003 Black History Month program: the Skyline Award for
marketing consumer products and the Award in Excellence for muiticuftural public refations.

Asian Our Asian product marketing program is an excellent example of how we are taiforing
our product offerings to meet the needs of specific populations. Albertsons is providing
products based on specific Asian demographics - Filipino, Vieinamese, Chinese, Korean, Thai
and Japanese - and the Company continues to identify emerging populations across the
country.

Hispanic In 2003 Albertsons continued to expand Latino products in all of our stores as the
Hispanic population grows and the interest in Latino tuisine grows with non-Hispanics as well.
We've complemented our merchandising efforts with community-based programs as well. Our
A Su Salud (To Your Health) program offered 230 health fairs in 2003. These fairs were held
in front of drug stores in Southern California, Las Vegas and Kansas Cily. Five of our divisions
also sponsored a program cafled En Tu Communidad (In Your Community} in 2003 that allows
community organizations to raise money in front of our stores. Our store teams and vendors
created a festive environment with product samples, giveaways and games.

Kosher Alberisons continues to operate one of the most successful kosher programs in the
grocery industry. We now operate fourteen kasher bakeries and eleven kosher delis and
kosher meat departments. We provide a selection of kosher foods in every store and offer an
expanded selection where appropriate.

Low-Carb Diet Foods In 2003 Aibertsons became the first major supermarket chain io carry
Atkins' complete product line. The Company expanded our low-carb offering in all stores and
introduced hundreds of new products that provide customers additfonal choices in pursuing a
heaithy lifestyle.

Natural/Organic and Specialty Foods Albertsons was one of the first mainstream
supermarkets to begin offering naluraliorganic products in our stores and the Company
continues 10 expand product selection in this growing category. Today shoppers wili find an
expanded naturallorganic product offering in more than 700 of our stores and organic produce
in alt of our stores. Specialty and gourmel foods are also being added throughout our stores.
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Loyalty Marketing

Preferred Savings Card In 2003 Albertsons expanded our loyalty marketing program—the
Preferred Savings Card—to the Denver, Omaha and Louislana operating areas. Developed as
a proprietary marketing tool for these markels, the card also incorporates best practices of
successful loyalty card programs from the Company’s other divisions. The program is
designed to: :

« better understand the unigue needs of our customers and deliver the best combination of
products, services and value to meet those needs; .

« make better overall business decisions and support our category management initiatives;
= grow idenfical store sales;

« improve our price image with our consumer,

= prevent market share erosion; and

» protect primary shopper loyalty and grow our share of secondary shopper spending.

eBusiness Marketing

Albertsons’ Web site, redesigned in 2003, fully supports and extends our brand promise of
making fife easlier. Online customers will find an interactive version of our weekly ads, special
money and time saving offers, recipes and meal planning suggestions, a complets direct-order
floral program, and much, much more. Alberisons is an industry leader in online grocery
shopping. We now offer online shopping in ten major markets extending from coast lo-coast,
the largest geographic reach of any online grocery provider.

Service First, Second to None

Albertsons continues to focus on setting high customer service standards. Our highly
successful Service First, Second to None comprehensive audit program measures execution
of customer service behaviors in stores across the Company, as well as those of our’
competilors. Our Service First initiative shows that our customer service execution levels rose
in drug stores from 93.1% at the end of 2002 lo 95.1% at the end of 2003, and in food stores it
rose from 89.4% to 92.9%. This significant accomplishment was achieved through programs
that have energized our associates and emphasized to them the importance of customer
service.

Albertsons continues to seek new avenues to energize and reward our associates. In 2003 we
held our second annual company-wide Checker/Courtesy Clerk Service Challenge
compelition. Ten grocery teams (one team from each food division) and seven drug store
associates (one from each drug area) competed for the customer service title in Las Vegas.
Another popular competition in 2003 was the Company’s first Stare of the Year contest. The
program, which recognized outstanding performance among our food and drug slores, was a
huge success. Both the Service Challenge and the Store of the Year competition wilt run again
in 2004.

Corporate Brands

Albertsons is leading one of the most powerful private fabel programs in the supermarket and
drug store industry. The Company offers Corporate Brand products in almost every category
of the store — from paper praducts, laundry detergent and cleaning supplies, lo refrigerated
meals, cheeses, mitk and juice, to frozen ice cream, entrees and desserts, to ethnic packaged
consumable products. We recognize that Corporate Brand products help to differentiate
Atbertsons in terms of the competitive retail environment, and there is tremendous opportunity

17

Information in this document is as of the Company's fiscat year-end, January 29, 2004, unless noted ctheswise.




to increase label penetration through more aggressive market support and expansion of our
Corporate Brand product line.

essensia’™ In 2003 Albertsons launched essensta, a line of premium products developed
exclusively for Albertsons. Through essensia the Company has created a national brand
recognized as the new benchmark in private label offerings. Each product starts with a unique
recipe or features an essential ingredient or an essential part of the production process that
makes them superior to competing national brands in both quality and taste. This premium
Corporate Brand is available exclusively at Albertsons and Acme grocery and Sav-on and
Osco drug stores nationwide.

Other Corporate Brands Albertsons launched a new line of carbonated soft drinks in 2003:
Max Cola brands; personality brands Dr. Bold, Mountain Maze and Duo; and terrific fruit
flavors. These outstanding new formulas and flavors were complemented with cutting-edge
packaging, new pack sizes and strong marketing support.

Alberisons also introduced three award-winning brands of wine in 2003; Origin, Jenica Peak
and Q. These wines represent some of the most innovative new concepts in the wine industry
and are expected to position Albertsons as a leader in the premium wine calegory. As the
industry has seen positive growth in this category, we worked closely with master vintners
around the world to develop wines of superior quality that would be avalilable exclusively at
Albertsons’ family of stores. Origin wines hail from vineyards located in the premier wine
preducing countries of the world. Jenica Peak wines capture a true sense of California, and Q
is a showcase of Sonoma County’s true premium wines. These brands were created with our
customers’ wants and needs in mind and each is packaged with descriptive information 1o help
make it easier for our customers to select the right wine for them.

~ Focus on Fresh

Our Focus on Fresh - a significant point of differentiation between our stores and all other
retail competitors ~ is a key initiative in supporting our brand promise by positioning Afbertsens
as the destination of choice for every Fresh calegory. In step with this initiative, the Company
continues to upgrade the entire consumer demand chain to guarantes the availability of the
freshest vegetables and fruit, highest quality deli meats, cheeses and salads, the best floral
offering, the finest signature cakes and breads, and the best meat and seafood in the industry.
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RETAIL LOCATIONS BY DIVISION

‘Does not include Fuef Centers

Does not reflect division realignments subsequent to January 29, 2004 or the addition of the Shaw's
division. As of April 30, 2004 (acquisition closing date), the Shaw’s division consisted of 204 retail

{ocations.
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TOTAL  COMBINATION STAND-
STORES  FOODADRUG  CONVENTIONAL ALONE WAREHOUSE FUEL
DIVISION 129/04* STORES ~ SUPERMARKETS sr%{:é(s; STORES CENTERS

DRUG STORE 530 530
SOUTHERN CALIFORNIA 309 240 56 13 16
MIDWEST 282 189 14 79 21
'DALLAS/FT. WORTH 233 223 10 70

NORTHERN CALIFORNIA 175 110 64 1

SOUTHWEST 170 86 1 83 24
NORTHWEST 140 122 18 32
EASTERN 136 91 45 - 3
INTERMOUNTAIN 136 107 22 5 2 29
FLORIDA 121 121 16
ROCKY MOUNTAIN 73 62 1 10 17
TOTAL ~ ALL DIVISIONS 2,305 1,351 221 707 26 228




RETAIL FORMATS

Combination Food & Drug Stores

Combination stores enhance the one-stop shopping experience for our customers — part of our
promise to make life easier. Most combination food and drug store formats offer prescriplion
drugs, an expanded section of cosmetics and other. non-food items, and spedialty departments
such as service seafood and meat, bakery, lobby/video, service delicatessen, liquor, and

floral. Many also offer meal centers, party supply centers, coffee bars, in-store banks, photo
processing and deslination calegories for beverages, 'snacks, pet care products, paper
products and baby care merchandise. Albertsons’ “two stores under one roof” dual branding
concept takes combination stores to a-new level and differentiates the Company from all of our
compelitors. The dual-branded combo format doubles the general merchandise product
selection while maintaining the store’s food product variety. it also features photo finishing, a
greater variety of seasonal products, and an expanded cosmetics and beauty care depariment
featuring cosmeticians.

Size 54,525 average square feet
1,351 stores in 27 states

Conventional Supermarkets

Conventional supermarkels offer a full selection in the basic departments of grocery, meat,
produce and dairy as well as fimited non-food lines. Many conventional stores have an in-store
bakery and a service delicatessen.

Size 29,421 average square feel
221 stores in 14 slales

Warehouse Stores

Warehouse stores are no-frills stores offering signiﬁcant savings with special emphasis on
discounted meat and produce. Warehouse stores offer shoppers the opportunity to save by
purchasing in large quantities.

Size 46,226 average square feet
26 stores in 3 states

Stand-Alone Drug Stores _
Stand-alone drug stores are freestanding or in-line drug stores that offer convenient shopping
and prescription pickup as well as a wide assortment of general merchandise, health and

beauty care products, over-the-counter medications, greeting cards and photo processing
services.

Size 18,556 average square feet
707 stores in 16 states

Online Shopping

albertsons.com Albertsons.com, a Web-based grocery shopping service, serves more than
1,311 zip codes in California, Oregon, Washington, Nevada, ldaho and Texas. The service
offers shoppers a secure site where they can order from a full online selection of food and
drug store items, including fresh products, 24-hours-a-day, seven days a week; and provides
additional benefits such as a weekly meal planner, the ability to view weekly ads, special
promotions, a store locator feature, the ability to have fresh flowers delivered anywhere In the
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country and an accessibility site for the visually impaired. Alberisons operates online shopping
in the following markets:

Seattle, Washington

Los Angeles/Orange County, California

Dallas/Fort Worth, Texas

Boise, ldaho

Porttand, Oregon

San DiegofRiverside, Califomia

San Francisco/Bay Area, California

Las Vegas, Nevada

savon.com Savon.com, Albertsons’ online drug store, serves the Company’s customers
nationwide. The site offers a full range of sundry items, new and refilt prescription services,
and consumer health information. The Web site gives customers across the country the

freedom to have new or refilled prescriptions ready for pick-up at any local Albertsons food or
drug store, or have their prescriptions maited to their doorstep.

savonhealth.com SavonHealth.com offers complete, reliable heatth information services.
Created by healthcare professionals, customers will find tools and resources related to myriad

specialized health topics.
Fuel Centers

Fuel Centers, conveniently located near many existing stores, feature three to six fuel pumps
and a small building which ranges in size from a pay-only kiosk to a convenience store
featuring such items as candy, soft drinks and snack foods. Thirty-eight of our fuel centers
also feature car washes.

Size 195~ 1,200 to 3,000 square feet; 33 centers that average 100 square feet

228 total centers in 22 states

Specialty Services & Departments
General Merchandise: 2,304 stores
Lobby/Video: 954 stores
Pharmacy: 1,895 stores

Banking: 794 stores

Service Delicatessen: 1,567 stores
Coffee Bar: 286 storss

Bakery: 1,535 stores

Drive-Thru Pharmacy: 339 stores
Butcher Block: 1,503 stores

Fuel Center: 228 stores

Liquor: 1,585 slores

24-Hour Pharmacy: 92 stores

30 Minute Photo: 1,444 stores

Car Wash: 38 stores

Florat: 1,509 stores
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STORE DEVELOPMENT

Store sites are selected and developed using a neighborhood marketing approach to
maximize sales and profits, and they are designed specifically to meet the shopping needs of
a particular neighborhood. This process uses cross-functional development teams consisting
of a real estate specialist, an atlorney, an architect, a construction manager, store planners,
engineers and purchasing agents. These teams are structured to align with the division teams
that they support. With our neighborhood marketing focus community input is fundamentat to
the design of new buildings and remodeling of existing buildings. The exlerior efevation of our
slores are designed to be compalible with its neighborhood.

Market Leadership

Analytical Tools Albertsons has implemented analytical tools and market leadership
strategies to build successful stores in the right markets. These tools allow Albertsons’ senior
executives {o focus on retum on invested capital and to thoroughly evaluate our capital
investments so that the Company only invests in value-enhancing markets.

information System Alberisons has a store development information system that tracks alf
new store, remodel and fuel center projects. All prospeclive store sites are visited and
approved by a minimum of three members of our senior management team.

In 2003 Albertsons accomplished the following:

+  Opened 50 combination food & drug stores, 2 conventional & warehouse stores and 27
drug stores

* Opened 29 fuel centers under the names Albertsans Express, Jewel Express and Acme
Express )

* Added 44 in-store banks
* Completed 192 store remodels, including 14 expansions

* Added destination categories and departments in many new stores and remodels
including: natural foods, beverages, snacks, video, parly supplies, floral, pel care, paper
products, baby care, beauty care, reading, coffeefice cream, university booster supplies,
home care (maintenance and cleaning supplies), photo and wine

* Closed 15 combination stores, 18 conventional supermarkets and 28 drug stores as part
of our sffort to continually review all stores and eliminate marginal performers

*+ . Owned 53% of the retail stores we operate (including owned stores on leased land) and
owned all distribution centers and most administrative offices

* Ended the year with 195 fuel centers with convenience stores ranging in size from 1,200
to 3,000 square feet and 33 fuel centers with kiosks averaging approximately 100 square
feel

'« Rolled out “Toys “R” Us products to over 1,900 slores.
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DISTRIBUTION OPERATIONS
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MELROSE PARK, ILLINOIS . . . ’ 1,662
LANCASTER, PENNSYLVANIA ’ . . . . 1,413
BREA, CALIFORNIA . . . 1,331
LA HABRA, CALIFORNIA . . . . . 1,203
FORT WORTH, TEXAS . . . . 1,131
PLANT CITY, FLORIDA . . . . 4 . 1,011
IRVINE, CALIFORNIA . . 1,000
ELK GROVE, ILLINOIS . . . . 933
VACAVILLE, CALIFORNIA . 854
PORTLAND, OREGON . » ' . . : 834
PHOENIX, ARIZONA . . . . . 734
SALT LAKE CITY, UTAH . . . . 660
SAN LEANDRO, CALIFORNIA . . . 480
SACRAMENTO, CALIFORNIA . . . . . : 442
PONCA CITY, OKLAHOMA . . . 420
DENVER, COLORADO . . . . . 388
BOISE, IDAHO . . 302
Other Distribution Facilities
LAS VEGAS, NEVADA . 30
INDIANAPOLIS, INDIANA . ‘ 2
TOTAL SQUARE FOOTAGE -
ALL DISTRIBTION FACILITIES (000'S) 14,859
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INFORMATION TECHNOLOGY

Information Technology

A company-wide focus on technology is one of Albertsons’ five sirategic imperatives and a key
enabler of the other four imperatives. As such, information technology continues to be an
investment priority. The Information Technology team strives to rapidly deliver high quality,
valuable, leading edge business solutions by leveraging people, processes and technology.
These solutions provide competilive advantage and new opportunities lo maximize growth and
- profitability. The business drives the technology solutions by partnering with Albertsons’
Information Technology Department fo create a comprehensive strategic plan that is
continually evaluated and prioritized through a technology governance process.

Technology initiatives are delivered to afl corners of Alberisons’ business as follows:

* Retail Operations and Customer Interaction - Initiatives are focused on driving cost
out and efficiency inlo the stores' processes; enabling excellent execution of marketing
programs and providing unique cuslomer experiences through interaction with
appropriate technology.

"« Consumer Demand Chain - Initialives are focused on decision-making and execution
tools to ensure each store has the right assortment of products at the right price, and on
supply chain tools targeted at improving efficiency, accuracy and speed of procuring
product, and delivering it from our vendor pariners to the stores’ shelves.

» Back Office Operations — Initiatives are focused on enabling beskin-class financial,
human resource and store development processes that form the backbone of a world-
class retail company.

Making a Difference at Retail

Front End Systems Fast, fiendly customer service is critical in our business. We use
technology in our front end systems to give customers at our check stands the most positive
experience possible with the proper balance of efficiency and customer service. Our front ends
are equipped with PC-based regislers, intultive computerized keyboards for our checkers and
color display screens for our customers. We have increased customer convenience and
checkout speed by using systems that allow customers 1o pay with debit cards, credit cards or
electronic benefit payments and by using our customer-friendly national check authorization
system. Handheld scanners al check stands and in selected departments, such as liquor,
lobby and pharmacy, make our associates’ jobs more efficient. Our front end system can print
detailed customer receipts showing overall promotional savings and continuity points for
loyalty card customers. We have implemented self-checkout systems in many stores to
provide customers convenience and enable reduced front end labor that can be redeployed
toward customer service.

Shop ‘N’ Scan In 2003 Albertsons piloled "personal shopper” lechnology in one of our major
markets. This technology uses handheld units that allow customers to scan their products as
they shop, gel targeted offers and receive in-store notification when their pharmacy and/or
photo orders are ready. This technology, combined with seli-checkout and fast-pay kiosks,
creates an extremely efficient and unique shopping experience for our customers.

Automated Hiring Kiosks Albertsons has installed self-service kiosks in the front of all
stores that enable potential associates to leam about and apply for jobs right on the spot,
increasing both the size and quality of the applicant pool. Candidates complete an assessment
(in either English or Spanish) that evaluates key personality characteristics that are required
for dependability, customer service and management. The kiosk is augmented by a back-end
application that automatically fracks and screens applicants, allowing hiring managers to
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easily identify the best candidates. This streamlined hiring process saves time and ultimately
reduces tumover by hiring the right associates for the right jobs the first time.

Front End Sales Forecasting Today's busy lifestyles leave less time for shopping than in
the past. To ensure our customers’ visits to our stores flow as smoothly as possible, our front
end managers focus on checkout effectiveness. Forecasting systems that are based on store
activity help our store managers 1o customize staffing schedules to fit customer flow and sales
patterns in sach store. The end result is that we can ensure excellent service for our

customers at all times.

Pharmacy Computer Systems

A state of the art computer system helps our pharmacists assist our customers. This system
provides enhanced drug-interaction and allergy screenings, insurance billing, patient
counseling information and drug information to increase accuracy of all prescriptions.
Customers can refill prescriptions over the Internet or over the phone. We also are giving both
customers and phermacists more access to online health-related information to help them
manage disease and promote good heatth. The pharmacy systems also incorporate strict
controls to protect the privacy of our customers' personal health information by allowing
access to this information by only the trusted health professionals in our pharmacies. We also
have enabled all of our pharmacies with E-Prescribing technology. E-Prescribing uses the
latest in communications technologies to communicate prescription information belween
doctors and phammacists quickly, accurately and efficiently in a highly secure, confidential
environment. Some of the other technologies to be employed in our pharmacy systems
include fiat panel color touch screens, imaging, paperless workflaw, electronic prescription
caplure, and biomelric devices for user identification and sign on.

Pharmacy Robotics Albertsons utilizes robotics technology in selected pharmacies to
automatically fill prescriptions. This allows our pharmacies to leverage prescription growth by
processing more prescriptions more efficiently, without adding staff and without compromising
sales and service levels. This is parficularly important due to the shortage of pharmacists and
serves to both attract and retain the best pharmacists in the industry. Automated prescription
filling also enhances quality assurance through imaging and barcode scanning controls. The
end resull is a reduced pharmacy labor cost per prescription while simultaneously allowing
pharmacists to focus more of their time on customer service and health education.

Real-Time Information Delivery

Real-time information delivery systems allow us to capture, frack and integrate transactions at
every level of the business. We are cutrently transmitting sates for every fronl end transaction
as they occur to a large data warehouse located in our technology center, This data can then
be leveraged by combining it with forecasts, invenlory levels and velocity racking algorithms
to alert various constituents throughout the supply chain. This creates an adaptive supply
chain that can react in real-time. By informing the right associates at the right time with
actionable information lo react to the constantly changing conditions, our stores can improve
product availability and avoid lost sales opportunities. We continually explore new
opportunities lo leverage the data warehouse through new decision-support and analytical
lools as well as through expanding the scope of the data collected.

Business to Business (B2B)

Data Synchronization Albertsons is implementing item regisiration and data synchronization
services by partnering with UCCnet and our suppliers to streamline the collection of accurate
product data, creating a single source to provide this information to all departments within the
Company. These services will enable Albertsons and its vendor partners to take significant
costs out of the supply chain by reducing costly administrative errors in invoice pricing,
purchase orders and product delivery while also improving scanning accuracy. In addition, the
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Company will be able to increase the speed of getting new products to market and facilitate
changes to existing item information. Synchronized data in a standard format also provides a
solid foundation for realizing the true cosl savings of more advanced e-commerce tools such
as scan-based trading and collaborative, planning, forecasting and replenishment {CPFR).

Trading Exchanges Trading exchanges unite the buy and sell sides of a business process
and create efficiencies and cost reductions that are substantial. Aiberisons is a founding
member, along with sixteen other retailers, of the World Wide Retail Exchange (WWRE)
established in March 2000 for the retait community. Through e-procurement and supply-side
Web initiatives, the supply chain costs — both for the retailers and the suppliers — will
continue to decrease considerably for products we buy both for internal use and for resale to
our customers. E-procurement and, more specifically, online auctions are already creating
tremendous savings for Albertsons.

Advanced Technology R&D

Alberisons’ Advanced Technology group provides technical leadership in identifying,
evalualing and recommending technologies, solutions and products to anticipate technology
needs and trends. Participation in industry leading standards groups, such as Global
Commerce Initiative (GC1), UCCNet and WWRE, ensures technology solutions that extend the
enterprise o include our partners. Through vendor round tables, technology and retail experts
define future direction and create industry leading solutions for Albertsons. Industry changing
technology trends, such as RFID, cuslomer kiosks, personalized Web sites and customer
enabled in-store wireless networks, are examples of Albertsons’ focus on new technology.

Networking

Utitizing broad-band IP-based telephone and satellite networks, Albertsons is meeting our ever
growing data, voice and video needs. This unifying communication infrastructure creates a
seamless collaboration framework, enabling such critical applications as: real-time data
collection from point-of-sale and distribution systems, broadcast and interactive video and
Web conferencing, and interconnecting the thousands of internal computers to our suppliers
and business pariners.

Mobile Computing

Wireless radio-frequency handheld units are connecled to each store’s local-area network.
These units increase store associales’ productivity and accuracy in ordering and receiving
products, audiling shelf prices, and managing inventory. Wireless platforms are also used lo
reduce the costs of wiring for cash registers and scales and they are used in several new
customer and associate interactive appfications such as personal shopper and store hiring
kiosks.

_State of the Art Technology Center

Alberisens operates a state of the art lechnology center in Boise, Idaho. This 33,000 square
fool facility is the nerve center for the applications that enable our customers’ 1.4 billion
shopping experiences at Albertsons each year. Our focus on capacity expansion, redundancy,
high availability and security was key in the design of this center. Over sixty terabytes of
information are stored and processed supporting all of our retall, distribution and office
{ocations. Around-the-clock business requirements drive our service levels which are
monitored and maintained by the operations control center. This world-class technology center
favorably positions Albertsons to provide Information technology services that will give the
Company a competitive advantage — maximizing growth, profitability and new opportunities.
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FiVe-Year Trends

Income Statement
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+ Certain reclassifications have been made in prior years 10 conform to dissifications used in the current year

¢ Exchuding the food stores in the Southem Cafifornio Division during the lobor dispute in thot market, it is estimated that sales would have been

over $800 miflion higher in 2003.
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Income Statement

Operating Margin Earnings From Continuing
(percent) Operations as a % 1o Sales
5005
0K : 300%
0 457% 250 2.43%
. 1T S
w0 pl
1% — I 150’ 136% i
% 100
100 106
2% ose I
200 ’ 600
% W 0 W 9 00 o 0
Net Earnings ’ ) Net Earnings
(dotars in mifons) asa % to Sales
$700 300%
400 3785 150
" Lis%
100
o " 3534 o e
$501 . 180 1
500 s404 $4ns L%
0 ) 100
o I s
200 0
% W 0 W % W 0 W
Net Earnings Per Share
- Diluted
(dottars)
7250
00 $1.83
s

150
I 1
100 9995
. I
000
9 W U W

28
Information In this document is as of the Company's fiscal year-end, January 29, 2004, unless noted otheswise.




Balance Sheet
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+ Balance sheet amounts are as of the fiscal year end.
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Balance Sheet
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Cash Flow and Dividends
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Three-Year Quarterly Statistics

{doltars n millions except per share amounts)

First Second Third Fourth
SALES .
2003 $ 8937 $9053 $97% $ 8450
2002 . 8921 8941 8657 9.107
2001 89%4 9235 90% 9340
SALES INCREASE (DECREASE) OVER PRIOR YEAR
2003 0.18% 126% 1.60% (5.01)%
2002 {081) G.i8) 419 (249)
2001 334 374 440 135
OPERATING MARGIN
2003 426% 408% 290% 363%
2002 546 581 444 467
2001 a7 (1.56) 462 633
EARNINGS FROM CONTINUING OPERATIONS
2003 $172 5162 1 X7] $130
2002 32 pIY 190 199
2001 184 (154) 177 289
EARNINGS FROM CONTINUING OPERATIONS AS %TO SALES
2003 192% 1.80% 104% 150%
2002 259 2n 219 220
2004 205 (168) 196 3.1
NET EARNINGS
2003 1477) $ 162 $ 9N $ 130
2002 (165) 257 168 205
2004 186 (51 176 290
NET EARNINGS PERCENT TO SALES
2003 192% 1.80% 1.04% 1.50%
2002 (1.85) 287 7 226
2001 204 (1.64) 195 n
EARNINGS PER SHARE - DILUTED
2003 $047 $ 044 $025 $035
2002 (0:40) 063 047 054
2001 046 (037) 043 07!
LIFO CHARGES (CREDITS) BEFORE INCOME TAXES
2003 4 4 4 @)
2002 5 5 0 (12)
2001 7 7 8 n

* Due to rounding and differertt periods used 1o compute weighted average outstanding shares, the sum of the

quarterly Earmings Per Share — Diluted may not equal the ancual Earnings Per Share — Dilted,
* Year refers to the calendar year in which fiscal year commences.

+ Certain reclassifications have been made in prior years to conform to dassifications used in the Current year
* Excuding the food stores in the Southem Califorria Oivision during the labor dispute in that market, i is estimated that

sales would have been over $800 mitkon higher in 2003,
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Five-Year Annual Statistics

(dollars in mifions except per share amourts)

COMPARABLE

X INCREASE SUSIWEEK SGRA SGRLABPENSS

YEAR SALES {DECREASE) % INCREASE GROSS PROFIT GROSS RARGIN OCENSES XTO SALES

2003 $35436° (053)% $ 10130 2859 $8822 2490

2002 35626 (L67) 10378 29.13 8598 2413

2001 36,605 i 10426 28.48 873 2385

2000 35,501 ‘ (227) 3.80% 10,092 2043 8,444 2379

1999 36326 - 404 540 9996 2752 8,382 2307

DOPEAATING OPERATING EARNINGS B ORE NCOME EFFECTIVE NET EARNINGS

YEAR PROFIT MARGIN INCOME TAXES TAX EXPENSE TAX RATE INET EARNINGS %70 SALES

2003 $1318 372 $ %06 $ 350 38.63% $556 157%

2002 1817 5.10 1405 540 3843 485 1.36

2001 129 354 863 367 4253 501 138

2000 1,624 457 1243 497 3998 765 215

1999 1,181 326 846 451 5331 104 L

NET EARNINGS L) CRARGE

% INCAEASE DEFRECIATION & GOODWILL INTEREST INTEREST EXPENSE  {CREDIT) BEFORE

YEAR (DECREASH AMORTIZATION AMORTRZATION RENT EXPENSE DPENSE DERT  CAPITALIZED LEASES INCOME TAXES
2003 14.6% $ %69 $0 $320 $374 $36 ($13)
2002 (32) 943 0 323 377 35 ($2)

2004 (345) 913 56 309 401 30 |
2000 894 944 57 302 366 27 (23)

58 o 320 27 30

1999 {49.6) 853

* Fsal 1999 was a 53-week year.

Year refers to the calendar year in which fiscal year commences.

safes woutd have been over $800 milkon highes in 2003.

Certain reclassifications have been made in prior years to conform to dassifications used i the curvent year.

Exduding the food stores i the Southern Cobforsia Division duuring the fabor dispute Jn that morket, it 5 estirmated thot
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Five-Year Annual Statistics (cont)

(doffars in mdflions except per share amounts)

EARNINGS BEFORE

EARNINGS BEFORE

INTEREST,TAXES, INTEREST,TAXES,
DEPRECIATION & OSPRECIATION & LAND,
AMOKTZATION  AMOKTIZATION % T0 SALES CURARENT CURRENT WORKING BURDINGS &
YEAR {FIFO BASIS) FFD BASIS) ASSETS LABRITIES CAMTAL®  EQUIPMENT, NET TOTALASSETS
2003 $2271 641% $ 4419 $ 3485 734 $9.145 $15394
2002 2279 640 4,268 3448 820 9,029 15211
2001 2212 604 4613 3596 1,027 9282 15,981
2000 2573 7125 4358 34n 947 9558 16,094
1999 2,106 5.80 4591 4069 s 831t 15,719
QURRENT & SHARES
CAPTTAL EXPENDITURES . LONG-TERM OUTSTAMDING EARNINGS
INVENTONIES (INQLUDING CURRENT & CAPITAMZED LEASE STOCKHOLDERS  (NET OF TREASLEY) PER SHARE
TR {UrD) CAMTALLEASES)  LONG-TENM DEBT OBUGATIONS EQURTY {IN HILLIONS) ~BASIC
2003 3,035 $ 1,156 '4,958 366 5381 368 $ 151
2002 2973 1434 5055 32 5.197 372 122
2001 319 1534 5183 290 5915 407 1.23
2000 31364 1833 57717 247 5.694 405 1.83
1999 3481 1,868 5423 206 5,702 424 096
EARNINGS PER CASH DIVIDENDS CASH DIVIDENDS PRICE RANGE OF FSCALYEAR END  PSCALYEAR END NUMBER
YEAR  SHARE-DAUTED PEA SHARE™ DECLARED* STOCK (NYSE} STOCK PRICE PIERATIO OF STORES
2003 $ 154 $ 076 $279  24149-172.76 24.14 160 2305
2002 122 076 306 3549-1885 2092 172 2287
200t 123 076 303 3699-27.00 2875 234 242
2000 1.83 076 315 3925-2006 28.63 15.6 2512
1993 095 072 298 61.94-2900 3000 317 2492

* Working Capital equals Current Assets minus Current Liabiities.

** Prior to the merges with Albertsons on June 23,1999, American Stores Company did.not pay a dwidend.

4

Information in ihis document is as of the Company’s Rscal year-end, January 29, 2004, unless noted otherwise,




Footnotes

35

{doflars in milions)
Total Debt Reconciliation 1999 2000 2001 2002 2003
Current Capital Lease Obligations 19 20 14 14 14
LongTerm Capital Lease Obfigations 187 227 276 .307 352
Current & Long Term Capital Lease Obligations 206 247 290 321 366
Cusrent Debt 620 62 123 105 506
Long Term Debt 4,803 . 5215 5060 4950 4452
Current & Long Term Debt 5,423 s 5183 5,055 4,958
Current & Long Term Capital Lease Obligations 206 247 290 321 366
Current & Long Term Debt 5423 5777 5,183 5055 4,958
Total Long Term Debt 5,629 6,024 5,413 $,376 5,324
Total Capital Reconciliation 1999 2000 2001 2002 2003
Total Debt 5629 6,024 5473 5376 5324
Total Stockholders’ Equity 5.702 5.6 5915 5.197 5381
Total Capital 11,331 11,718 11,388 10,573 10,705
EBITDA Reconciliation 1999 2000 2001 2002 2003
Sales : $36,326 $35,501 $36,605 $35626 $35436
Net Earnings 404 765 501 485 556
Income Taxes 47 509 7 457 350
Interest Expense, Net 347 378 425 396 409
Depreciation & Amortization 853 944 913 943 969
EBITDA without adjustments for UFO 2076 2596 221% 2284 1284
% ta Sales 5% 731% 604% 6.40% 6.45%
UFO 30 3) J @ (3
EBITDA adjusted for FIFO 2,106 2,573 2,212 2,279 2.
% to Sales 5.80% 725% 6.04% 640% 641%

Information in this document is as of the Company's fiscal year-end, Janusry 29, 2004, unless noled otherwise.




Forward-Looking Information

Cautionary Statement for Purposes of "Safe Harbor Provisions” of the
Private Securities Litigation Reform Act of 1995

All statements other than statements of historical fact contained in this and other documents -
disseminated by the Company, including statements regarding the Company's expected
financial performance, are forward-looking information as defined in the Private Securities
Litigation Reform Act of 1995, In reviewing such information about the future performance of
the Company, it should be kept in mind that actual results may differ materially from those
projected or suggested in such forward-looking information since predictions regarding future
results of operations and other future events are subject to inherent uncertainties. These
statements may relate to, among other things: statements of expeciation regarding the results
of operations had the labor dispute in southern California not occurred; invesling to increase
sales; changes in cash flow; increases in general liability costs, workers' compensation costs
and employee benefit costs; attainment of cost reduction goals;impacts of the southemn
California fabor dispute; impacts of the completion of the acquisition of Shaw's; achieving
sales increases and increases in comparable and identical sales; opening and remodeling
stores; and the Company's five strategic imperatives. These stalements are indicated by
words or phrases such as "expects,” "plans,” "believes,” "estimate,” and “goal”. In reviewing
such information about the future performance of the Company, it should be kept in mind that
actual results may differ materially from those projected or suggested in such forward-looking
information.

Important assumptions and other important factors that could cause actual results to differ
malerially from those set forth in the forward-looking information include changes in consumer
spending; actions taken by new or existing competitors (including nontraditional competitors), -
particularly those intended to improve their market share (such as pricing and promotional
aclivities); labor negotiations; adverse delerminations with respect 1o litigation or other claims
{including environmental matters); employee benefil cosls; the Company's abifity to recruit,
retain and develop employees; the Company’s ability to develop new stores or complete
remodels as rapidly as planned; the Company’s ablity to implement new technology
successfully; stability of product costs; the Company's ability to integrate the operations of
acquired or merged companies, including Shaw's; the Company's ability to execute its
restructuring plans; the Company’s ability to achieve its five strategic imperatives; and other
factors affecting the Company's business in or beyond the Company’s control. These other
factors include changes in the rate of inflation; changes in state or federal legistation or
regulation; the cost and stability of energy sources; changes in the general economy; and
changes in inlerest rates.

Other factors and assumplions not identified above could also cause the actual resulls to differ
materially from those projected or suggested in the forward-looking information. The
Company does not undertake 1o update forward-looking information contained herein or
elsewhere to reflect actual results, changes in predictions, assumptions, estimates or changes
in other factors affecting such forward-looking information.

© 2004 Albertsons Inc.
Al rights reserved. )
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Re: Albertson’s, Inc.; ~
Shareholder Proposal submitted by the New York City Pension Funds

To Whom [t May Concern:
I write on behalf of the New York City Pension Funds (the “Funds”) in response to the
February 3, 2005 letter submitted to the Secunties and Exchange Commission (the
“Commission”) by John R. Sims, General Counsel for Albertson’s, Inc. (“*Albertson’s” or the
"Company"), which seeks assurance that the Staff of the Division of Corporation Finance (the
“Staft”) will not recommend any enforcement action if the Company excludes from its proxy
statement for the 2005 annual meeting the Funds’ shareholder proposal (the "Proposal”).. [ have

reviewed the Proposal, as well as the February 3, 2005 letter. Based upon that review, as well as
a review of Rule 14a-8, it is my opinion that the Proposal may not be omitted from the

Company’s 2005 Proxy Materials. Accordingly, the Funds respectfully request that the
Commission deny the relief that the Company seeks.

I. The Proposal
Followiny its “Whereas™ Clause, which states that a founding principle of this country’s

capital markets is the disclosure of key information, the Proposal discusses the growing interest

of both private and professional investors in sustainability issues — companies’ social and
environmental practices and the belief that those practices impact shareholder value. The
Proposal explains that, according to the Dow Jones Sustainability Group, “sustainability”

includes:
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Encouraging long lasting social well being in communities where {companies]
operate, interacting with different stakeholders (e.g. clients, suppliers, employees,
govermnment, local communities, and non-governmental organizations) and
responding to their specific and evolving needs, thereby securing a long-term
*license to operate,” superior customer and employee loyalty, and ultimately
supernior financial returns.

The Proposal’s “Resolved™ clause states:

RESOLVED: That shareholders request the company disclose its social,
environmental and economic performance to the public by issuing annual
sustainability reports.

II. DISCUSSION

The Company has challenged the Proposal on the following ground: Rule 14a-8(i)(10)
(substantially implemented). For the reasons set forth below, the Funds submit that the
Company has failed to meet its burden of proving its entitlement to “no-action” relief.

The Proposal Is has Not Been Substantially Implemented

The Company argues that under Rule 14a-8(i)(10), it has “substantially implemented” the
Funds’ Proposal calling for a sustainability report, mainly because Albertson’s annually puts out
its “Company Profile,” which describes various highlights of the Company’s activities. But
while the Proposal does give the Company latitude “to disclose its social, environmental and
economic performance to the public by issuing annual sustainability reports,” a request to
disclose the Company’s actual performance in those areas cannot be substantially implemented
by listing selected achievements.

The Corporate Profile simply does not report the Company’s social and environmental
performance. A look at the specific sections of the Profile that the Company references
(Company letter at pp. 3-5) instead reveals mostly self-praise, a lack of data that shareholders
could use to evaluate social or environmental performance, and no objective analysis, let alone
self-criticism. Some of the Company’s highlighted achievements may be worthy of mention in a
sustainability report; it is another thing entirely to claim that standing alone, they are a '
sustainability report. In particular:

. The section “Energizing Our Associates: Employing and Energizing a
Diverse Work Force,” extols the Company’s workplace diversity initiatives
and worker benefits, but gives no facts as to: the composition of the
workforce, composition of management, any changes in composition over
time, or any results of efforts to recruit, train or promote minonty candidates;--
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any objective goals for workplace diversity; and how its initiatives are
working, or whether there is any area of diversity or treatment of the -
workforce in which the Company is falling short or sees a need for
improvement. There are no statistics of any kind.

. The section “Community Involvement™ menttons charitable causes to which
the Company donates, but nowhere states the total amount of its own cash the
Company contributes, nor whether the amount of its donations has changed
over time.

) The section “Environmental Affairs” mentions the Company’s positive
environmental initiatives, but quantifies little, and does not mention any
aspect of its operations that may have any adverse environmental impact.
Thus the Company states how much food, plastic, cardboard, metal and
‘organics’ it recycles, but does not mention: how much waste is not recycled,
any measure of how much energy it consumes, any measure of its emissions,
any changes in those figures over time, any adverse land use impacts; any
objective goals for environmental performance; or any respect at all in which
its environmental performance falls short of its goals or could stand
improvements (other than such statements as *“...Albertsons anticipates many
future sustainable packaging improvements”). Other than the amounts
recycled, there are no statistics.

o The section “Making Life Easier” mentions the products the Company sells
and how it markets them to different groups, but gives no information on
whether it purchases from suppliers who conduct their farming, ltvestock,
fishing, processing or manufacturing businesses in a sustainable manner.

In sum, while the Proposal allows the Company to decide how to report its social and
environmental performance, shareholders must in any event be given enough information about
that performance to assess for themselves how well the Company is doing in those areas. The
selected sunny highlights in the Company Profile, with limited objective data, no historical data
at all, and no analysis, do not give shareholders that information. As the Company Profile,
therefore, simply does not match up to even a very flexible notion of the sustainability report the
Proposal calls for, it does not meet the Proposal’s “essential objectives” under the decisions the
Company cites. Cf. Company letter at p. 2.

Accordingly, under the standards set by the Staff’s recent decisions under Rule 14a-
8(1){10), on substantia) implementation of proposals-calling for preparation of reports, the
Company has not substantially implemented the Proposal. See. e.g.. Dow Chemical Co. (Feb.
23, 2005) (rejecting company argument that a company’s posting on its website of some
incomplete information about its chemical products substantially implemented a proposal calling
for a report on various aspects of testing, marketing and regulation of those chemicals); Wendy's
International, Inc. (Feb. 8, 2005) (rejecting company argument that posting vanious statements
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and guidelines on company website substantially implemented a proposal for repott on method
of animal slaughter); Burlington Resources, Inc. (Feb. 4, 2005) (rejecting company argument
that a forward-looking initiative to create a future report substantially implemented a
sustatnability proposal); Exxon Mobil Corp. (March 19, 2004) (rejecting company argument that
its 21-page report on global warming substantially implemented a proposal calling for release of
all research data relevant to the company’s stated position on the science of climate change); and
Anadarko Petroleum Corp. (Feb. 4, 2004) (rejecting company argument that disclosures in its
annual report and on its website about environmental nisks and environmental principles
substantially implemented a proposal for a report on how the company was responding to
pressures to reduce greenhouse gas emissions). There is no substitute for a full report on the
subjects a proposal specifies.

As the Funds” Proposal has not been substantially implemented, the Staff should reject

the Company’s request for relief on that ground. .

[1I. Conclusion

For the reasons set forth above, the Funds respectfully request that the Company’s
request for “no-action” relief be denied.

Thank you for your consideration.

Sincerely,

Richard Simon

Cc: John R. Sims, Esq.
 General Counsel

Albertson’s, Inc.
350 ParkCenter Boulevard
Boise, ID 83726




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to.
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information conceming alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
material. .
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Secuntxes& Exchange Commission | |

100 F Street, NE &2
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Att: Mark Vilardo, Esq. : BZ
Office of the Chief Counsel v = ot
Division of Corporation Finiance : ?‘;g
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. ' L ot eiqe R
Re: - Shareholder Proposal Subrmtted to ConocoPhillips mm
Via fax 202-772-9201
Dear Sir/Madam:
I have been asked by The Domestic and Foreign Missionary Society of the
Episcopal Church, The Church Pension Group, Bon
School Sisters of Notre

Secours Health System, Inc. and the
Dame (which are hereinafter referred to collectively as the
“Proponents”), each of which is the beneficial owner of shares of common stock of
ConocoPhillips (hereinafier referred to either as “Conoco” or the “Company’), and
which bave jointly submitted a shareholder proposal to Conoco, to respond to the Jetter
dated December 22, 2005, sent to the Securities & Exchange Commission by Baker Batts
LLP on behalf of the Company, in which Conoco contends that the Proponents’ _
shateholder proposal may be excluded from the Company's year 2006 proxy statement by
virtue of Rules 14a-8(i)(10) and 14a-8(i)(11). '
I have reviewed the Proponents® shareholder proposal, as well as the aforesaid -
Jetter sent by the Company, and based upon the foregoing, as well as upon areview of
Rule 14a-8, it is my opinion that the Proponents shareholder proposal must be included
" in Conoco’s year 2006 proxy statement and that it is not excludable by virtue of either of
the cited rules. ' - :
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The proposal requests the Compary to report on how it assures accountability for
the environmental impact in each and every community in which it operates, and more
specifically, (i) how it informs those communities of all emissions (ii) how it integrates
community eccountsbility into its Code of Conduct and business practices and (iii) how
itsoperaﬁbnsaﬁeétthehmlﬁlofpoorpeopleinthﬁewmmuniﬁes. o

Thus, the Proponents’ shareholder proposal first introduces the general topic of

accountability for environmentsl impects on communities and then requests specific
information on three specific aspects of this general topic. '

RULE 14a-8(i)(10)

v The Proponents applaud the Company for the admirable “Sustainability
Development Report” (the “Conipanry Report”) that it has prepared. However, nothing in
that report speaks to the three specific aspects of the general topic raisedbythe
Proponents’ shareholdet proposal. Indeed, a careful perusal of the Company’s no-action
request letter (the “Company’s letter”) reveals that it is unable to cite even one item
(other than general platitudes) in that report that js directly responsive to the Proponents’
shareholder proposal request The shareholder proposal requests a report on bow the
Company ensures its accountability for its environmental impacts on each ofthe
“communities where it operates”. The shareholder proposal then specifies what it means
by environmental accountability by calling for information on three specific aspects of
the general problem.. There is not one scintilla of information regarding either @)
availability to the conmunities where it operates of environmental specific to that
community or (ii) impects on the health of the poor. Instead of providing data on these
three very specific matters, the Company’s letter expends extensive verbiage on
describing the introductory letter from the CEQ and the general content of each of the
seven sections of the Company Report. The Compeny’s letter then focuses on three
Sections of the Compeny Report in an attempt to claim that the proposal is moot because
it has provided platitudes that fit general rubrics such as “accountability”.

The first such section is labeled “Accountability”, and the Company’s mootness
argument rests on three short sentences that consist entirely of generalities. The first
 states that senior management has the “ultimate responsibility™ for, infer alia, “assisting

the business with implementation of sustainability issues”. Although this sentence makes
no reference to (i) how it informs commumities of its emissions or (i1) how it integrates
community accountability into its business practices and Code of Conduct or (iii) the
impact on poor people of the company’s operations, the Company’s Jetter asserts that this
one sentence moots the proponents’ request for a report on “how the corporation ensures -
that it is accoutttable for its environmental impacts in all of the communities where it
operates.” We think that it is self-evident that it does not. The second sentence in this
Accountability section that the Company relies upon states that Conoco’s standards and




guidelines require that “any new busmss ventre identify health, safety, envu'omncntnl
and social risks, in addition to technical, commercial and political restraints”. We note
that identification of environmental risks, along with a laundry lists of other risks, is 2
wholly internal matter for the Company and is unrelated to the Proponents’ request (item
(1)) that actual emission data be made available to the community. Since the sentence
deals with none of the thiee specific items in the shareholder proposal, it cannot possibly
moot that proposal. Finally the Company points to a third sentence which states, in its
cntirety, that “The company’s major projects and business unit facilities engage with,
communities in 8 variety of ways, including consultations on specific projects, regular
public forums [sic] and ongoing conversations.” Although this is a baby step in the
direction of describing accountability and integration of accountability, we note that in
addition to being a nm—spec‘ﬁc platitude that by its terms it is clear that the Company .
does not apply this standard in each community where it operates (only to “major [new?]
projects” and “umit facilitics™). We therefore do not believe that by this one sentence that
the Company has reported on hiow it “ensures accountability . . . in all communities '
where it operates™ or how it "lntegrates community environmental accountability into .
its ongoing business practices™, to say nothing of its Code of Conduct. And; ofooumc
this sentence deals not at all with the other two [(i) and (iii)) specific reqmts in the
shatreholder proposal,

The Company pomts to a second section of the Company Report entitled “Social -
Performance” in an attempt to moot the Proponents’ sharebolder proposal specific
request (ii) which requests information on the integration by the Company of -
environmental accountability into its busipess practices and Code of Conduct. However,
that section of the Company Report, despite the fact that it goes on for ninc pages, fails to
even remotely discuss environmental accountability 1o the communities in which the
Companyopemtes Indeed, the Company apparently is unable to quote any specific
sentence that is responsive to the Proponents® concerns. Instead, the Company’s letter
refers to the Code of Conduct as setting forth the Company’s position on, among many
topics such as observing the law, “maintaining safety and health™ (with no citation to the
Code itself). The only additional argument made by the Company on this topic isa
reference to the subsection entitled “Relationships with the Community” which,

- according to the Company’s letter, discussés “cooperation with indigenous communities,
community investment, and community input on the Compeny’s projects”. How far
removed this subsection is from the Proponents’ request is illustrated by the fact that the

so-called “community input” deals not with environmental accountability but rather with
deciding who will be the grantees of the Company’s charitable contributions! Indeed, the -
entire subsection of the Company Report devoted to “community investment” déals
solely with charitable contributions. No wonder there are no quotations in this portion of
the Company’s letter since these topics are wholly unrelated to the Proponents” request
concerning environmental accountability to the communities where it operates. Even the
subsection entitled “Indigenous communities™ says nothing whatsoever about
environmental accourtability to such communities. On the contrary, it deals with the -
;mblems of oil exploration in countries like Cameroon, not with impacts, like cancer, on
the poor living near the Compary’s refineries in Louisiana.




ﬁ'oponcms The “primary filer” jg the Episcopal Church and jts letter 1o the Company
designatey Harry Van B its own Staff Consultant on Socia] Responsibility i '
Investments, qs jre contact person. The lctterﬁ'om the Churgh Pension Group, which

Episcopal Church ang o Hany Van Buren, I aqgisin both Bon Secours and the Scho)
Sisters statey that 2 Mve of the filery IN.B, plural} wij} attend the 2006 3
stockholdcrs meeting™, Thys, €ach and every ope of the three Co-sponsors of the




shareholder proposal thh the Eplscopnl Church and each of them makes specific
reference to Hatry Van Buren of the Episcopal Church a8 representing them in any
pegotiations with the Company

It is therefore factually apparmtthntonly one shareholder proposal has been
submitted to Conoco, which shareholder proposal is co-sponsored by four separate -
institutions. Under these circumstances, only one shareholder proposal is to be placed in
the proxy statement, but the Company must recognize all four co-sponsors as sponsors of
the proposal. The Staff has explicitly recognized that proposals can be co-sponsored by
. more than one sharcholder. See Staff Legal Bulletin No. 14C, Section H. (June 28, 2005)
StxffLegal Bulletin No. 14, Section B.15 (July 13, 2001).

_In conclusion, we request the Staff to inform the Company that the SEC proxy
rules require denial of the Compeny's no action request. We would appreciate your
telephoning the undersigned at 941-349-6164 with respect to any questions in connection
with this matter or if the staff wishes any further information. Faxes can be receivedat
" the same number. Please also note that the undeérsigned may be reached by mail or
. express delivery at the letterhead address (or via the email address).

Very truly yours,
- thhag—
Attorpey at Law -
cc: Tull R Florey
Proponents.
Sister Pat Wolf




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to :
recommend enforcement action to the Commission. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
‘procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can dectde whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary _
determination not to recommend or take Commission enforcement action, does not precludea -
proponent, or any shareholder of a company, from pursuing any rights he or she may have against
the company in court, should the management omit the proposal from the company’s proxy
material.




February 22, 2006

Response of the Office of Chief Counsel
Division of Corporation Finance

Re:  ConocoPhillips
Incoming letter dated December 22, 2005

The proposal requests the board to prepare a report to shareholders on how the
company ensures that it is accountable for its environmental impacts in all of the
communities where it operates.

We are unable to concur in your view that ConocoPhillips may exclude the
proposal under rule 14a-8(i)(10). Accordingly, we do not believe ConocoPhillips may
omit the proposal under rule 14a-8(1)(10).

We are unable to concur in your view that ConocoPhillips may exclude the
proposals under rule 14a-8(1)(11). It appears to us that the School Sisters of Notre Dame,
the Church Pension Fund and Bon Secours Health System, Inc., have indicated their
intention to co-sponsor the proposal submitted by the Domestic Foreign Missionary
Society of the Episcopal Church. Of course, as provided by rule 14a-8(1)(1),
ConocoPhillips need not identify the proponents in its proxy materials.

Sincerely,

Geoffrey M. Ossias
Attorney-Adviser




