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Who We Are

Our Theme

CaonocoPlhillips is an international. integrated energy company.
it is the third-largest integrated energy company m the United
States based on market capitalization and oil and natural ghs
proved reserves and production: and the second-largest relliner
in the United States, Worldwide. of non-governmeni-controlled
companies. ConocoPhillips is the sixth-largest proved reserves
holder and the fifth-largest refiner.

The company is known worldwide for its technological
expertise in exptoration and production, reservoir management
and exploitation. 3-D seismic technology and high-grade petroleum
coke upgrading.

Headquartered in Fouston, Texas. ConocoPhillips operates
in nearly 40 countries, The company has 32.600 employees
worldwide and assets of $178 billion. ConocoPhillips stock is
listed o the New York Stock Exchange under the symbol “CQOP”

The company has four core activitics worldwide:
» Petroleum exploration and production,
+ Petroleum refining. marketing. supply and transporiation.
+ Natural gas gathering, processing and marketing. including
a 50 percent inserest in DCP Midstream, LLC.
« Chemicals and plastics production and distribution through o
50 pereent interest in Chevron Phillips Chemical Company LLC.
In addition. the company is investing in scveral emerging
businesses — power generation: carbon-to-liquids; technology
solutions: and emerging technologics such as rencwable fuels and
alternative energy sources — that provide current and potential
future growth opportunities.

|
ConocoPhillips 1s engaged in
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delivering energy to a world

Detiyering Energy.
Building Vatus.”

that is increasingly dependent
on aceess to abundant. reliable
supplics of energy in many
forms. We are dedicated 10
delivering (his energy safely
and in an environmentally
responsible manner.
Throughout most of our

history, we focused on
producing readily available
conventional oil and natural
gas. As access to these supplies declined, we undertook a transition
to unconventional sources — heavy oil, “tight™ natural gas and
coalbed methane — which now represent much of our resource base.

Today we are engaged in a further long-term transition as we
devetop new methods to provide these fuels in cleaner-burning
forms while beginning the journey toward renewable fuels and
alternative encrgy sources. This transition. which will require
decadces to accomplish. is part of a strategy through which
ConucoPhillips intends to continue delivering energy responsibly
to the world well into the future.

ConocoPhillips is committed to building the intrinsic value of
our company by capitalizing on the opportunities offered by our
substantial asset portfolio — a portfolio assembled through a
combination of organic growth and acquisitions. These opportu-
nitics range from promising exploratory prospects to ongoing
producing ficld development programs. refinery upgrades,
expansions of our downstream businesses and entry into emerging
forms of alternmive energy.

Further, we are committed te building the value realized by
ConocoPhillips sharcholders in return for their investment in our
shares. During 2007 our shareholders reatized a 25.4 percem return
on their investment. the fifth consecutive year of returns exceeding
23 pereent. We inereased the quarterly dividend by 14 percent and
made $7 billion in share repurchases. In carly 2008, we announced
a 15 percent inerease in the quarterly dividend. and we have an
additional $10 billion in share repurchases authorized for 2008,

In the future. we plan to allecate a significant portion of our
discretionary cash for return to shareholders through share
repurchases and dividends.




Financial Highlights

Milligns of Dollars Except ms Sndicated

2007 2006 % Change
Financial
Total revenues and other income $194,495 188,523 3%
Netincome $ 11,891 15,550 (24}
Netincome per share of common stock — diluted $ 12 9.66 (25}
Net cash provided by operating activities $ 24,550 21,516 14
Capital expenditures and investments $11,19 15,596 (24)
Total assets $177.757 164,781 a8
Total debt $ 21,687 27,134 {20
Minority interests $ 1173 1,202 {2)
Common stockholcers’ equity $ 88,983 82,646 8
Percent of total debt to capital® 19% 24 {21)
Common stockholders’ equity per share (book value} $ 56.63 50.21 13
Cash dividends per common share $ 164 1.44 14
Closing stock price: per common share $ 88.30 71.95 23
Common shares outstanding at year end (in thousands) 1,571,430 1,646,082 (5)
Average common shares outstanding {in thousands)

Basic 1,623,994 1,585,982 2
Diluted 1,645,919 1,608,530 2

Employees at year end (in thousands) 326 38.4 {15)
*Capital includes toial debt, minority interests and common stockholders’ equity.

2007 2006 % Change
Operating*
U.S. crude oil production (MBD) 363 367 (1%
Worldwide crude oil production (MBD) 854 972 (12)
U.S. natural gas production (MMCFD} 2,292 2173 5
Worldwide natural gas production {MMCFD) 5,087 4970 2
Worldwide natural gas liquids production (MBD) 155 136 14
Worldwide Syncrude production (MBD) 3 21 10
LUKOIL tnvestment net production {MBOED)** 444 401 1
Worldwide production (MBOED)*** 2,324 2,358 {1}
Natural gas liquids extracted — Midstream (MBD) n 209 1
Refinery crude oil throughput (MBD) 2,560 2,616 (2}
Refinery utilization rate 94% 92 2
U.S. automotive gasoline sales (MBD} 1,244 1,336 7
U.S. distillates salas (MBD) 872 850 3
Worldwide petroleum products sales (MBD) 3,245 3476 {7}
LUKOIL Investment refinery crude oil throughput (MBD)** 214 179 20

*Includes ConocoPhillips' share of equity affiliates, except LUKOIL. unless otherwise indicated.
**Represents ConocoPhillips'net share of its estimate of LUKOCILY production and processing.
***nciudes Svnerude and ConocoPhillips estimaied share of LUKOILS production.

i

Certain disclosures in this Annual Report may be considered “forward-looking” statements, These arg made pursuant to “safe harbor™ provisions of the Private Securities Litigation
Reform Act of 1995, The "Cautionary Statement® in Management's Discussion and Analysis on page 53 should be read in conjunction with such statements.

Cautionary Note to U.S. Investors — The United States Securities and Exchange Commission {SEC) permits oil and gas companies, in their filings with the SEC, te disclose only praved
reserves that a company has demonstrated by actual production ar conclusive formation tests to ke economically and legatly producible under existing ecancmic and operating
conditions. Tha company uses certain terms in this Annual Report, such as “rescurces,” “racoverable resources,” “resource base,” and “racoverable bitumen,” that the SEC's
guidelines sirictly prohibit us from including in filings with the SEC. U.S. investors are urged to consider closely the disclosures in the company’s 2007 Form 10-K, File No. 001-32395,
available from the company at 600 M. Dairy Ashford, Houston, TX 77079, and the company’s Web site at www.conocophiliips.com/investor/sec.htm. The 2007 Form 10-K also ¢an be
obtained from the SEC by calting 1-800-SEC-0330,

“ConocaPhillips,” “the company,” “we,” “us” and “our” are used interchangeably in this report to refer to the businesses of ConocoPhillips and its consolidated subsidiaries.
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Worldwide Operations

ConocoPhillips operates responsibly in nearly 40 countries throughout the world,
providing reliable and sustainable energy supply that powers modern life.
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Exploration and Production (E&P)

Profile: E&P explores for, produces, transports and markets crude oil,
natural gas and natural gas liquids (NGL) worldwide. Key focus areas
include developing legacy assets — large producing projects that can
provide strong financial returns over long periods of time — and explor-
ing for new reserves in promising areas. E&P also extracts bitumen from
oit sands deposits in Canada and upgrades it into synthetic crude oil.

Operations: At year-end 2007, E&P held a combined 68.5 million
net developed and undeveloped acres in 23 countries and produced
hydrocarbons in 16, with proved reserves in three additional countries.
Crude oil production in 2007 averaged §54,000 barrels per day (BD),
natural gas production averaged 5.09 billion cubic feet per day
(BCFD), and NGL production averaged 155,000 BD.

Refining and Marketing {(R&M)

Profite: R&M refines crude oil and other feedstocks into petroleum
products and matrkets and transports them, Based on crude oil
capacity, ConocoPhillips is the world’s fifth-largest refiner and
the second-largest U.S. refiner.

Operations: R&M has operations in the United States, Europe and
the Asia Pacific region. Refining — At year-end 2007, R&M owned
or had interests in 12 U.S. refinerics, with an aggregate crude oil
processing capacity of 2,037,000 BD. 1t also owned or had interests in

five refineries outside the United States, with an aggregate crude oil
processing capacity of 669,000 net BD. Marketing — At year-end
2007, the group sold gasoline, distillates and aviation fuel through
approximately 10,500 outlets in the United States and Europe. In the
United States, products were marketed primarily under the Phillips
66, Conoco® and 76® brands and in Europe primarily under the
JET® brand. The group also sold and marketed lubricants, commercial
fuels and liquid petroleum gas. Additionally, the company participated
in the specialty products business directly and through joint ventures.
Refined products sales totaled 3.2 million BD in 2007.
Transportation — At year-end 2007, the company held interests in
approximately 28,000 miles of U.S. pipcline systems, including

those partially owned or operated by affiliates.

LUKOIL Investment

Profile: ConocoPhillips has 2¢ percent ownership in LUKOIL, an
international, integrated oil and natural gas company headquartered
in Russia.

Operations: At year-end 2007, LUKOIL had exploration,
production, refining and marketing operations in about
30 countries. During 2007, ConocoPhillips® estimated share
of LUKOILs production was 444,000 barrels of o1l equivalent
per day and refining crude oil throughput was 214,000 BD.

2 ConocoPhillips
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Midstream

Profile: ConocoPhillips” Midstream segment consists of a 50
percent interest in DCP Midstream, LLC and certain ConocoPhillips
assets located predominantly in North America. Midstream gathers
natural gas, processes it to extract NGL, ahd sells the remaining residue
gas to electrical utilitizs, industrial users and marketing companies.

Operations; At year-end 2007, DCP Midstream had approximately
58,000 miles of pipelincs and owned or operated 53 extraction plants
and 10 fractionation plants. Its raw natur%:l] gas throughput averaged
5.9 BCFD, and NGL extraction averaged 363,000 BD.

Chemicals '

Profile: ConocoPhillips has 50 percent ownership of Chevron
Phillips Chemical Company LLC (CPChem), a joint venture
with Chevron Corporation. The company produces olefins and
polyolefins, including ethylene, polycthylene and other olefin
products; aromatics and styrenics, including styrene, benzene,
cyclohexane and paraxylene; and specialty products, including
chemicals, catalysts and high-performance palymers and
compounds. .

Operations: At year-end 2007, CPChem had 11 U.S. facilities;
nine polyethylene pipe, conduit and pipe fittings plants; and a
petrochemical complex in Puerto Rico. Major international

production facilities were in Belgium, China, Saudi Arabia,
Singapore, South Korea and Qatar.

Emerging Businesses

Profile: Emerging Businesses develops new businesses and
technology complementary to traditional operations. These include
power generation, which develops integrated projects to support
E&P and R&M strategies and business objectives; carbons-to-liquids,
a process that converts carbon into a wide range of transportable
products; technology solutions, which develops upstream and
downstream technologies and services; and alternative energy and
programs, which involve heavy oils, biofuels and alternative energy
sources designed to provide future growth options,

Operations: In 2007, the company formed an alliance to
collaborate on developing renewable transportation fuels from
biomass such as crops, wood or switchgrass. It also entered into
an agreement to explore developing a commercial-scale coal-to-
substitute-natural-gas (SNG) facility using proprietary
ConocoPhillips E-Gas™ technology. In late 2007, the company
also began processing tallow at its Borger, Texas, refinery to make
renewable diesel fuel.

2007 Annual Report 3




L etter to Shareholders

Delivering Energy, Building Value

To Qur Shareholders:

uring 2007 ConocoPhillips operated reliably and
profitably, overcoming numerous challenges in the
increasingly competitive international oil and natural

gas industry. OQur strategic direction remained consistent.

We continued to enhance our portfolio through capital

investments. We built additional value for shareholders
by increasing our annual stock dividend rate and making significant
share repurchases. We also prudently managed our balance sheet.

Safety and environmental stewardship remain core values at
ConocoPhillips. Our performance improved during 2007, and we
continue working toward our “Journey to Zero” goals of zero injuries,
incidents and occupational illnesses. Enhancing this performance was
our ongeing emphasis on operating excellence and associated efforts
to improve process safety and operational reliability.

Net income during 2007 was §11.9 billion, or $7.22 per share,
compared with $15.6 billion, or $9.66 per share, in 2006. The 2007
results included an after-tax impairment of $4.5 billion resulting
from the expropriation of our Venezuelan oil projects. Excluding this
impairment, 2007 earnings were $16.4 billion or $9.97 per share. We
have filed a request for international arbitration concerning the
Venezuelan expropriation, while continuing to negotiate in an effort
to reach an amicable settlement on compensation. Qur capital
program totaled $12.9 billion.

ConocoPhillips shareholders reatized a 25.4 percent return on
their investment during 2007 through share price appreciation and

dividends, the fifth consecutive year of returns exceeding 25 percent.

We increased the quarterly dividend by 14 percent and undertook a
significant share repurchase program. Qur repurchases totaled

James J. Mulva

Chairman and
Chief Executive Officer

89.5 million shares for $7 billion during 2007. For 2008, $10 billion in
additional repurchases are authorized, and during the first quarter we
declared an additional 15 percent increase in the quarterly dividend.

Total debt was reduced by $5.4 billion during 2007 to $21.7 bil-
lion, compared with $27.1 billion at year-end 2006. This reduction
lowered the debt-to-capital ratio to 19 percent. We foresee no current
need for further significant debt reduction.

Over the long term, ConocoPhillips strives to achieve financial
performance differential to that of our peers as measured on a per-
barrel basis. During 2007, our Refining and Marketing (R&M)

3 ConocoPhilips
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business generated income and cash per barrel well above its peer-
group average. Our Exploration and Preduction (E&P) sector
outperformed its peer group on cash per barrel but slightly under-
performed on income per barrel due to the purchase accounting
impact of recent acquisitions. The company’s overall return on capital
employed was just under the peer-group average.

Operational Milestones
Among the year’s operational highlights, ConocoPhillips:

* Produced 2.3 million barrels of oil;equivalent (BOE) per day,
including volumes from our E&P sector and our LUKOIL
investment, We achicved reserve replacement of 159 percent,
excluding the impact of the Venczuelan expropriation. Total
reserves were 10.6 billion BOE at year end. LUKOIL vielded
0.4 million BOE per day of our net production and $1.8 biltion
in income.

» Started up the Surmont heavy-oil project in Canada, the Kerisi
natural gas preject in Indonesia, and the Statfjord Late Life and
Kelvin oil projects in the North Sea.

» Achieved a wosldwide refining crude oil capacity utilization rate
of 94 percent, an increase from 2006, Our U.S. utilization rate of
96 percent exceeded the industry average for the sixth consecutive
year. R&M also increased its capacity to process lower-quality,
cost-advantaged feedstock and to produce clean fuels.

+ Successfully initiated the upstream and downstream business
ventures with EnCana and began upgrading the Borger and Wood
River refineries to increase their heavy-oil processing capacity.

» Refocused our exploration program to increase exposure to
world-class prospects. This process began with thorough
geological studies of arcas offering major resource potential,
followed by key lease acquisitions. We expect to increase
wildcat drilling in the future. During 2007, we achieved
discoveries in the North Sea, Malaysia and Nigeria. We also
continued successful low-risk exploration in the United States :
and western Canada, primarily in highly prospective resource
plays. and added 476.000 acres of new leases. |

* Progressed nearly 40 major development projects toward
startup. In Kazakhstan, development proceeded on the
Kashagan ficld, and we and our co-venturers reached an
agrecment with the government on the project’s costs and
schedule and on increasing the government’s ownership
interest.

+ Continued growing the Commercial organization, improving our
ability to secure refining feedstocks at favorable cost and sell our
products at attractive margins. We concurrently increased our pipe-
ling, terminal, marine transportation and transmission capacities.

« Rationalized our portfolio, realizing $3.6 billion in procceds
primarily from the sale of non-core exploratory and producing
propertics and refining and marketing assets. We plan further
sclective divestments to facilitate ongoing portfolio rencwal.

+ Increased annual spending on technology to $400 million, with
$250 millien devoted to existing businesses and $150 million
to new research and emerging businesses. We expanded our
alternative energy capabilities by introducing renewable diesel

Ouring 2007 ConocoPhillips operated reliably and profitably, overcoming numerous
challenges in the increasingly competitive international oil and natural gas industry.

2007 Annual Report 5



Letter to Shareholders

fuel made from byproduct animal fat, formed an alliance to
research production of advanced biofuels from non-food
sources, undertook a study on producing synthetic natural gas
from ceal, and funded several university research programs.

Key Operating and Strategic Initiatives
ConocoPhillips utilizes a well-defined strategzy to build shareholder value.

We pursue capital growth by capturing the opportunities inherent
in our high-quality asset base, as well as newly developed oppor-
tunities that meet our operating and financial parameters. We do this
with a balance that serves both energy consumers and shareholders,
driven by operating and financial performance that continues to
enhance our financial strength and flexibility. Cash flow in excess
of immediate capital investment needs is predominantly dedicated
to the direct benefit of shareholders through share repurchases and
dividends. These complementary actions build the underlying value
of our base businesses, with this value enhanced on a per-share
basis by share repurchases and dividends.

The process begins with our attractive assets. We are a leading
North American oil and natural gas producer, with a major legacy
position in the North Sea and growth prospects in the Middle East,
Asia Pacific, Russia and the Caspian Sea. Our R&M business stands
second in U.S. crude oil refining capacity and offers opportunities to
increase refining complexity and capacity to manufacture
environmentally desirable clean fuels. Our other downstream
businesscs further leverage the energy value chain,

To exploit the opportunities available, we plan a $15.3 billion
capital program for 2008, with $12 billion allocated to E&P, $2.8 bil-
lion to R&M, and $500 million to Emerging Businesses and
Corporate. Key E&P goals also include averaging at least 100
percent annual reserve replacement and 2 percent annual production
growth. [n response to current industry cost inflation, our priority
will be creating value.

The Challenging Industry Environment
The global energy market appears poised for long-term strength,

driven by growing world population and increased energy demand in
developing countries. We believe ConocoPhiilips is favorably positioned
to operate in this environment and to cope with the market’s vulner-
ability to occasional downturns. Although the energy industry faces
challenging operational obstacles, we believe that we are prepared to
meet them.

Perhaps foremost among these challenges is socicty’s need to
achieve energy supply security and its desire to address the climate
impact of greenhouse gas emissions.

ConocoPhillips belicves that cnergy supply security would
improve significantly if national governments opened access to
restricted arcas known to offer energy development potential and
encouraged the more efficient use of energy.

However, we also believe that climate-change concerns must be
addressed, and that neither issue can be solved separately. Otherwise,
public concerns over potential energy shortages would defeat efforts
to reduce greenhouse gas emissions, while concerns over climate
change would defeat cnergy development initiatives. These global
issues must be addressed together through well-integrated
government policies,

Recent energy legislation in the United States focused exclusively
on promoting renewable and alternative energy. The legislation
ignored the vast oil and natural gas potential Jocated on public Tands
that are off limits to drilling and the vital role these energy sources
must play in the future.

ConocoPhillips therefore calls for enactment of a comprehensive
U.S. energy policy that facilitates production of all energy sources,
enhances energy efficiency, and tnitiates action on climate change.
We believe the public would welcome such a policy.

We further call on the energy industry to engage in the debate on
climate-change solutions. During 2007, ConocoPhiliips became the
only major U.S.-based otl company to join the U.S. Climate Action
Partnership, which supports development of a mandatory national
framework to reduce greenhouse gas emissions. In anticipation of
possibte future regulations, we are preparing carben baselines and
incorporating potential carbon costs inte our capital projects. We also

Cash flow in excess of immediate capital investment needs is predominantly dedicated

to the direct benefit of shareholders through share repurchases and dividends.
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The global energy market-appears poised for long-term strength, driven by growing

world population and increased energy demand in developing countries. We believe

ConocaPhillips is favorablfy positioned to operate In this environment.

joined the Duke University Climate Change Partnership, which is
striving to develop workable public policies.

ConocoPhillips is responding to other vital issues, such as the
growing tendency of energy-exporting countries to restrict access
to their resources. Some allow only their national oil companies to
operate within their borders. Others impose impractical fiscal terms
or, on occasion, even violate contracts and expropriate properties.
These actions tend to tighten energy supplies, despite the fact that
the world still possesses substantial undeveloped potential.

ConocoPhillips ts well-suited to withstand this resource
nationalism because a significant proportion of our assets are
located in the United States, Canada, Eufopean nations and other
Organization of Economic Cooperation and Development (OECD)
member countrics,

Additionally, in order to overcome industry-wide shortages of
technical personnel, we broadened our college and expericnced
recruiting programs. To meet the growing need for innovation,
we significantly increased research and development expenditures.
And 1o resist cost inflation, we implemented more comprehensive
planning and procurement strategies for our development projects.

Corporate Citizenship ‘

While ConocoPhillips believes that our responsibility to society
begins with providing reliable and sustainable energy, we also are
committed to improving the well-being of the communities in which
we operate.

One of the many ways we practiced corporate citizenship during
2007 was the contribution of approximately $60 million in donations
to worthy educational, youth, health, social service, civic, art,
environmental and safety initiatives, as well as charities. Our
employees also contributed thousands of hours of their personal time
to these causes. ‘

To enhance dialogue with the public, we continued our
Conversation on Energy program, advocating wider diversification
of energy supply sources, more efficient'encrgy use, greater tech-
nological innovation and environmental responsibility. By year-end

2007, members of management had visited 35 U.S. cities to meet
with the public, political leaders, educators and the media. We also
created accompanying television and print advertising. Our plans are
to continue this dialogue in 2008,

ConocoPhillips is taking action on a number of environmental
concerns. For example, to enhance the worldwide availability of
fresh water, we are establishing a water sustainability center in Qatar.
Tt will research the safe reuse in farm and industrial applications of
byproduct water from oil production and refining.

The ConocoPhillips of Tomorrow

Our results for 2007 represent substantial progress in increasing the
ability of ConocoPhillips to deliver sustainable supplies of energy.
For now, we must focus primarily on developing oil and natural gas.
These essential energy sources power today’s economy and are
needed to serve as bridging fuels until the energy sources of
tomorrow are developed in sufficient scale.

Concurrently, we are working to bring unconventional fossil fuels
to market in cleaner forms while developing biofuels and other
renewable energy sources.

We are determined to continue this progress, while in the near
term meeting our goals of delivering energy reliably and profitably,
generating growth, and building shareholder value.

James J. Mulva
Chairman and Chief Executive Officer
March 1, 2008
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Financial Review

Consistent Growth and Capital Discipline

onocoPhillips exercises a consistent, proven investment
strategy that balances allocations of the company’s cash
flow in order to grow the asset base, return capital to
shareholders through dividends and share repurchases,
and manage debt, Allocations vary in response to changing
industry conditions and the emergence of new opportunities.
In recent years ConocoPhillips successfuily expanded its
pertfolio through key acquisitions and investments. Meanwhile,
the company’s consistent operating performance and favorable
market conditions made possible significant reductions in debt.
“Our opportunity portfolio and financial strength enable
ConocoPhillips to focus on increasing our shareholder distributions,”
says John Carrig, executive vice president, Finance, and chief
financial officer.

2007 Financial Results

During 2007 ConacoPhillips earned net income of $11.9 billion,

or $7.22 per share, compared with 2006 net income of $15.6 billion,
or $9.66 per share. Excluding the impact of a $4.5 billion non-cash
impairment charge recorded in connection with the Venezuelan
expropriation, 2007 earnings were $16.4 billion. Cash flow from
operating activities reached $24.6 billion, a 14 percent increase over
2006. The company’s performance compared favorably with that of
its industry peers on many key financial and operational metrics.

Dividends and Share Repurchases

Shareholders received a t4 percent increase in quarterly dividends
paid on ConocoPhillips stock during 2007, the sixth consecutive
annual increase since the company's formation in 2002, A further
increase of 15 percent was declared in the first quarter of 2008,

John A Carrig

Exacutive Vice President,
Finance, and Chief
Financial Officer

The company’s commitment to returning additional cash flow to
shareholders was evident in its share repurchase programs. An initial
$1 billion program announced in January was expanded to $4 billion
in February. At mid year, ConocoPhillips announced a $15 billion
program for the balance of 2007 and 2008, including $2 billion
remaining under the February program. Repurchases totaled $7 bil-
lion in 2007, with a remaining $10 billion authorized for repurchases
in 2008.

“These repurchases supplement and expand the underlying growth
in our base businesses on a per-share basis,” Carrig says. “This in turn
improves earnings per share and generates value for our shareholders.”

Debt Reduction

Total debt was reduced by $5.4 billion during 2007, following a

$5.1 billion reduction in 2006 during the nine months following the
Burlington Resources acquisition. These reductions and the company’s

Sources of Cash in 2007
{Biflions of Dollars)

Asset Sales
and Other
$4.2
Cash from
Operating Activities
$24.6

Uses of Cash in 2007

{Bitlions of Dollars)

Share
Repurchases
$7.0

Capital Program
$129

Dividends
and Other
$2.9

Net Debt

Repayment
$5.4
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¥ Debt Ratio: In 2007, the company’s
total equity grew to $50.2 biflion
and debt decreased to $21.7 billion,
The debt-to-capital ratio declined
to 18 percent at the end of 2007.
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strong ftnanctal results strengthened the balance sheet, allowing the
establishment of a 2(t percent to 25 percent target range for its debt-to-
capital ratio.

“That ratio stood at only 19 percent at year-end 2007, so we
currently foresee no need for
further significant debt
reductions,” Carng says. Total
debt was $21.7 billion at year-
end 2007, compared with

Five-Year Cumulative Total Stockholder Returns
{Dallars; Comparison Assumes 3100 Was fnvested on Dec. 31, 2002}

ta fund the EnCana venture are expected to add $1 billion, bringing
the total authorized capital program to $15.3 billion.

“We are excrcising disciplined operating and capital expenditure
programs in recognition of the industry environment of restricted access
10 new resources, service-cost
inflation and intense
competition,” Carrig says.

The $12 billion
Exploration and Production

2008 capital program is
primarily allocated for the

development of producing
properties in the United

States, Canada, the North

— Sea, the Asia Pacific region,
Russia and the Caspian Sea,

$32.2 billion at the end of e

the first quarter of 2006. 100 @ConocoPhillips  BS&P 500 A Peer Group Index*
Stockhelders’ equity and

minority interests increased 300

to $90.2 billion at year-end

2007, from $83.8 billion the w

year before. 100

Portfolio Rationalization 0

with $1.6 billion earmarked
for worldwide exploration.

During 2007, ConocoPhillips Initial 2003 2004
realized $3.6 billion in

*BP; Chevron; ExxonMobil; Royal Dutch Sheil; Toral

2005 2006 2007 Of Refining and

Marketing’s $2.8 billion

proceeds from the sale of
assets, primarily non-core
exploratory and producing properties and select refining and
marketing assets.

*“Our optimization cfforts will continue,” Carrig says. “‘We
believe there are ongoing opportunities to divest the relatively few
properties that offer limited growth potential, then redeploy the
proceeds and continually upgrade our portfolio.”

Capital Program

The company’s capital program during 2007 totaled $12.9 billion,

compared with $16.4 billion in 2006. The decrease was primarily

attributable to the completion of purchases of LUKOIL shares in 2006,
The 2008 capital expenditures and investments budget is $14.3 bil-

lion, including capitalized interest. Loans to affiliates and contributions

2008 capital program, $1.6
billion is allocated to U.S.
refining and $400 million to international refining to enhance
reliability, energy efficiency, maintenance and regulatory compliance;
increase crude oil and conversion capability and clean-product yields;
and conduct a major upgrade of the Wilhelmshaven refinery.

Additionally, $800 million is allocated for North American
transportation and marketing, including the Keystone crude oil
pipelinc.

Other planned capital expenditures include $500 million for
Emerging Businesses and Corporate. Outside the company’s capital
program, ConocoPhillips also plans research and technology
expenditures of $250 million to support its primary businesses and
$150 million on unconventional oil and natural gas and aliernative
and renewable energy sources.

2007 Annual Report 9.
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Exploration and Production

Delivering Energy Through Worldwide Resource Development

2007 Major Accomplishments

* Pursued growth through 35 major development projects, two-
thirds of which are expected to start up in the next five years.

* Responded to the challenging industry operating envirenment.
« Built a legacy position in the prolific Canadian cil sands trend.

Exploration and Preduction Financial and Operating Results

20071* 2006
Netincome (MM} $4,615 $9,848
Proved reserves' (BBOE} 106 1.2
E&P worldwide production? {MBOED) 1,880 1,957
E&P crude oil production (MBD) 854 972
E&P natural gas production [MMCFD) 5,087 4,970
E&P realized crude oil price {$/bbl) $67.11 $60.37
E&P realized natural gas price ($/mcf} $ 626 $ 619

* Ameunts reflect the exprepriation of the company’s Venezuelan cil projects.
Vincludes LUKOIL.

2 |nctudes Syncrude.

or ConocoPhillips® Exploration and Production (E&P)
business, 2007 was a year of operational progress in a
number of areas despite challenges posed by the intensely
competitive international oil and natural gas industry.
Highlights included the attainment of a leading ownership
position in Canada’s Athabasca oil sands trend, the startup of several
producing projects and ongoing progress on many others, and the
continued strengthening of its exploration program. These successes
and the company’s substantial opportunity portfolie have favorably
positioned ConocoPhillips for the future.
“Qur prospects and capabilities have never been greater,”
says John Lowe, executive vice president, E&P. “We have 35 major
development projects under way, two-thirds of which we expect to
start up in the next five years, and we have opportunities to further
maximize production from our legacy assets.”

John E. Lowe Ryan M. Lance

President, Exploration and
Production — Europe, Asis,
Africa and the Middie East

Executive Vice President,
Expioration and Production

E&P holds one of the industry’s largest land positions in North
America and is a leading operator in many of its key producing regions.

As always, E&P’s most important priority is safety. 1ts total
recordable incident rate declined by more than 20 percent in 2007,
and E&P is working to further improve process safety and persenal
safety performances.

During the year, E&P benefited from favorable crude oil and
natural gas prices, but production declined due in part to the expro-
priation of the company’s Venezuelan oil projects. E&P delivered
production (including Syncrude) of 1.88 million barrels of oil
equivalent (BOE) per day, a 4 percent decrease from 2006.
ConocoPhillips” 2007 reserve replacement was 159 percent, excluding
the expropriation impact, or 29 percent including the expropriation
impact. Total proved reserves (excluding Syncrude) at year-end 2007
were 10.6 billion BOE. E&P conducted an $11 billion capital program
during 2007 and plans a $12 billion program for 2008, including a joint
venture aquisition obligation and loans to affiliates.

“We were disappointed by the Venezuelan expropriation, but we
continue negotiations concerning appropriate compensation and are
hopeful that an amicable settlement can be achieved,” Lowe says.

“In order to protect the interest of our shareholders, we also filed a
request for arbitration with the World Bank’s International Centre for
the Settlement of Investment Disputes.”

<< Production from this platform in 2007 E&P Production 2007 Proved Reserves
Behai Bay began in June 2007, a (ineier LUKOR)
i ; i ' Alaska Alaska
milestone in the six year, multiphase 16% US Equity Affiliates 19%
development of Peng Lei, one of Lower 48 28%

Chi'na’s fargest qffshore oil fields. ‘ Equity Affitiates
Ultimately, the field devalopment will 5%

include six platforms and a fioating Middle East
production and storage faciiity. andﬁzgricn
Asia Pacific
1%

Eurape

20%

29%

Russia and Caspian

U.s.
1% Lower 48
Middle East 2%
und Africa
Canada 5% h
13% Asia Pacific ;
9% Europe Cz‘lanc;da
10%
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Operating Review - Exaloration and Production

¥ ConocoPhillips gained access to substantial oil sands reserves in
Canada through the addition of 50 percent interests in Christina
Lake (pictured) and Foster Creek development projects via the
EnCana venture. The two projscts are astimated toe hold 6.3 billion
gross barrels of recoverable bitumen, adding to ConocoPhillips’
substantial position in the oif sands trend.

Worldwide Operational Milestones
E&P recorded a number of exploration, development and strategic
accomplishments during 2007,

The company’s agreement with EnCana Corporation, finalized
early in the year, created an integrated heavy-oil venture that
includes a 50 percent interest in the Foster Creek and Christina Lake
oil sands projects in Alberta. Through the initial acquisition and
subsequent extensions and discoveries, this partnership contributed
over 600 millien barrels to year-end proved reserves. The projects are
estimated to hold 6.3 billion gross barrels of recoverable bitumen.
Current production from these projects is about 60,000 gross barrels
of oil per day (BOD), with significant growth expected over the next
decade. Additionally, the ConocoPhillips-operated Surmont phase I
oil sands project started production in the fourth quarter.

E&P’s exploration achievements included two successes in the
UK. North Sea. A natural gas discovery, Jasmine Northeast Terrace,
was achieved near the 2006 Jasmine discovery; and the Clair phase II
appraisal program confirmed the viability of the Clair Ridge
discovery, with development planning under way. In East Texas, the
Turner and Feldman natural gas discoveries, near the Savell field,
enhanced the company’s position in the prolific Bossier Trend.

In order to strengthen its exploration portfolio, the company
added 30 deepwater tracts in the Gulf of Mexico, as well as offshore
acreage in Australia, Indonesia and the North Sea. E&P also added
476,000 net acres onshore in Canada and the U.S. Lower 48 states, as
well as onshore acreage in Peru.

Additionally, in the Asia Pacific region, growth continued
offshore Malaysia, with the Gumusut-Kakap field development

sanction and the Petai discovery. E&P also was successful in
acquiring the Kebabangan Cluster production sharing contract,
In Nigeria, E&P conducted successful exploration and appraisal
programs onshore and offshore,

Among development milestones, first production was achieved
in Indonesia’s Kerisi field, Colorado’s Piceance Basin, the Statfjord
Late Life program in the Norwegian North Sea, and the Kelvin
platform in the U.K. North Sea.

Progress occurred on a number of major, ongoing projects
including the development of multiple oil-producing facilities in Bohai
Bay offshore China. The first wellhead platform from the phase 11
development was placed onstream in 2007, and full field startup is
expected in 2009. Progressing toward startup in 2008 were the North
Sea Britannia satellite fields and the Yuzhno Khylchuyu field, part of
the Naryanmameftegaz joint venture with LUKOIL in northern Russia.
In preparation for the 2009 startup of the Qatargas 3 natural gas
liquefaction facility in Qatar, three production jackets were installed
and development drilling was initiated. ConocoPhillips also acquired
an interest in the Golden Pass regasification facility, which is under
construction near Sabine, Texas. It will be supplied by Qatargas 3.

In Kazakhstan, development of the Kashagan field continued with
the construction of artificial drilling islands, processing facilities,
living quarters and pipelines. The project’s co-venturers also reached
a preliminary agreement with the government of Kazakhstan on the
development costs and schedule and on increasing the Kazakhstan
national oil company’s ownership percentage in the project. As a
result, ConocoPhillips® ownership interest in the project would
decline from 9.26 percent to 8.40 percent.

The Piceance Basin
was the site of an
innovative approach to
reduce the impact of
drilling activity. E&P built
temporary living quarters
for up to 400 contract
workers, and it has been
lauded by community
leaders and neighbors for
shrinking the operating
footprint, reducing
traffic congestion and
eliminating local
infrastructure needs.

Portfolio rational-
ization was another key
2007 achievement, as
E&P sold non-core assets
in seven countries for
approximately $2 biilion.

“These were generally
mature producing proper-
ties scattered throughout
our worldwide portfolio

12 ConocoPhillips




Y InQatar, workers sutvey the progress of the massive
Uatargas 3 natural gas liquefaction plant. Throughout
its planned 25-year lifespan, the facility is expected to
yield 1.4 billion cubic feet per day of LNG for export to
world markets, inciuding the United States.

¥ As one of North America’s largest natural gas producers, ConocoPhillips
is actively exploring for and developing new resources, such as in the
Piceance Basin of western Colorado. Drilling began in 2006, with initial
production achigved in July 2007. Here, ConocoPhillips plans hundreds
of wells in a major, muiti-year program to develop a basin-wide deposit
of gas-bearing low-porosity rock.

that were on the high end of the cost curve. They accounted for only
1.5 percent of our volumes and had limited upside potential,” Lowe
says. “We plan ongoing sales that, combined with an inflow of new
properties, assure the continual up-grading of our portfolio.”

A Sound Strategic Direction
E&F is focused on transforming its substantial resource potential into
proven reserves and ultimately production, and is pursuing new
opportunities through focused exploration and business development.
The company intends to achieve, on average, annual reserve
replacement in excess of 100 percent; and an average annual
production growth rate through 2012 of 2 percent.

The company’s lagacy assets, which include large operations in
Alaska, repeatable drilling trends in the U.S.
Lower 48 states and Canada, and long-life
properties in the North Sea, represent a
substantial and stable base of preduction.
Growth is expected jtom the Athabasca ol
sands, the Asia Pacific region, Russia and the
Caspian Sea, the Middle East and Africa.

To enhance its exploration capabilities,
E&P is working to supplement its traditional,

low-risk drilling program with more high-
risk, high-potential prospects. The process
began with regional studies that identified
such key focus areas as the Arctic, the
deepwater Gulf of Mexico, the North Sea and
offshore Australia. Increased acreage
acquisitions in these areas began in 2007,
with similar acquisitions and drilling
expected to follow.

Meanwhile, E&P is responding to the
challenging operating environment. While the

entire industry is hampered by
government-imposed restrictions on
access 10 resources in many countries,
E&P has the advantage of a substantial,
existing opportunity portfolio primarily
concentrated in relatively stable GECD
countries,

Industry cost inflation inevitably
accompanies strong commodity prices.

In response, E&P is leveraging its
economies of scale in negotiating supply
agreements, shortening project cycle
times, employing new technology and
selling underperforming assets.

“We continue to exercise strict capital
discipline while conducting thorough
analyses that enable us to fund the
investments that add the greatest value,”
says Ryan Lance, president, E&P -
Europe, Asia, Africa and the Middle East.

Locking toward the long term, ConocoPhillips continues striving
to advance the construction of a natural gas pipeline from Alaska’s
North Slope, which would provide market access to significant gas
resources. Additionally, the company supports the construction of a
natural gas pipeline from Canada’s Mackenzie Delta.

“Although the outlook for both pipelines remains uncertain,
these natural gas supplies will be needed by North American markets
in the future,” Lowe says.

“In the meantime, our strong asset base, our strategic direction,
and the opportunities we see in the market enable us to move into
2008 with a high level of confidence,” he adds. “We are poised to
continue our long-term growth and thereby build value for our
shareholders.”
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Operating Review

Project Development

Transforming Opportunities Into Assets

2007 Major Accomplishments

» Completed the Kerisi project in Indonesia, which has a gross
capacity of 50,000 barrels of oil per day (BOD} and
110 miltion cubic feet per day (MMCFD) of natural gas.

* [nstalled a new coker and vacuum unit at the Borger, Texas,
refinery that will lower emissions, praduce additional clean
fuels and make the refinery more competitive.

* Achieved best-in-class safety performance by strengthening
relationships with contractors, sharing best practices and
technology, and promoting field participation from managers.

n 2007, the Project Development organization enhanced support of the
company’s upstream and downstream businesses with the introduction
of “The ConocoPhillips Way” of doing projects — an improved capital
project management system designed to consistently deliver the
company’s major projects safely, on time and within budget.

“To compete in the current market, we must complete projects
in more challenging regions, using new technology and with strict
environmental standards — all while managing the impact of rising
costs and the intense competition for resources,” says Luc Messier,
senior vice president of Project Development. “The ConocoPhillips
Way combines the company’s best processes, skills, tools and
technology into a flexible and efficient model that helps vs deliver
successful projects.”

ConecoPhillips’ major projects,
primarily those with a capital
investment greater than $75 mil-
lion, present a high degree of
complexity and are located
worldwide. From the conceptual
stage to the construction of the
facilities, Project Development
works in an integrated manner
with the businesses and manages
risks, engineering, procurement
and construction.

Recognized as an industry
leader in contractor safety tech-
nology, the Project Development
organization achieved best-in-class
safety performance in 2007 by
strengthening relationships
with contractors, sharing best
practices and technology, and
promoting field participation
of project managers.

Several key upstream projects
were progressed in 2007 including
final installation, hook-up,

Y Diligent cost control and careful
scheduling are key strategies
employed by the company's Project
Development business, which
oversees nearly 40 major projects.
An example is the Kerisi field devel-
apment program in indonesia, which
achieved initial ail and natural gas
production in December 2007.

Luc J. Messier

Senior Vice President,
Project Development

commissioning and delivery of first preduction from the Kerisi field
in Indonesia. The Kerisi facilities are designed with a gross capacity
of 50,000 BOD and 110 MMCFD.

Downstream projects advanced during 2007 included the completed
construction and safe startup of a new coker and vacuum unit at the
Borger, Texas, refinery. The new facilities allow the refinery to lower
emissions, produce additional clean fuels and become more competitive.

“We are committed to executing safe, transparent, predictable
and competitive projects,” Messier says. “We are putting the people
and tools in place to help the company meet these challenges and
build on a strong foundation of value-generating assets.”
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Refining and Marketing

Building Value by Transforming Hydrocarbons Into Consumer Products

2007 Major Accomplishments

= Achieved record-breaking financial performance for the second
year in a row with netincome of $5.9 billion.

« Significantly exceeded refining industry utilization average in
the United States with a utilization rate of 96 percent.

* Progressed severzl capital projects aimed at increasing clean
fuels production and completed upgrades at the Borger, Texas,
refinery. Construction is under way at the Rodeo facility of the San
Francisco refinery and the Wood River refinery in Roxana, Ili.

Refining and Marketing Financial and Operating Results

2007 2006
Netincome (MM) $5913 $4,481
Crude oil throughput (MBD} 2,560 2,616
Crude oil capacity utilization 9% 92%
Ctean product yield 80% 80%
Petroleum product sales (MBD} 3,245 3.476

ith ULS. refining utilization rates significantly above

the industry average in 2007, ConocoPhillips’

Refining and Marketing (R&M) business benefited

from strong margins and operational results and

achieved record-breaking financial performance for
the second year in a row.

In addition, several newly completed strategic projects have
positioned R&M for future
profitability, A 50/50 business I3
venture with EnCana Corporation f:# R
was successfully n‘litiuted, co.n?pnsed S
of a downstream limited liability Ko~
company and an upstream partner-
ship. The downstream company is
anchored by the Wood River refinery
in Roxana, I11., and the Borger, Texas,
refinery. Both are being modified to
increase their capacitv to process
heavy crude oil from Canada, while
the venture’s upstream partnership
provides long-term access to cost-
advantaged crude oil.

Daring 2007, a new 25,000 barrel-
per-day (BPD) coker and 75,000 BPD
vacuum unit started up at the Borger
refinery to process heavier crude oil
and increase clean fuels production.
The units meet regulatory require-
ments for low-sulfur suels while also
reducing emissions and lowering

Net Income for

Refining and Marketing
(Miltions of Dollars)

6.000
4,800 |
] |
as00 |0 1| ' B
! i
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o iy
— 4 N L
Year-End Year-End
2006 2007

¥ Leveraging the company's integration of its R&M
and E&P businesses, a new coker and vacuum unit
at the Barger, Texas, refinery were completed in mid-
2007 to improve capacity to process heavy oil from
ConocoPhillips’ oil sands ventures in Canada.

maintenance and operating costs. A debottlenecking project at the
Ferndale, Wash,, refinery increased its crude capacity by 4 percent
and improved its energy efficiency.

“Operating excellence, cost control, margin enhancement and
good portfolio management are vital to our competitive position and
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« Operating Review - Refining and Marketing

¥ ConocoPhiflips continues upgrading several refineries in the United
States and Europe to improve their economic performance and reduce
their environmental impact. The Rodeo facility of the San Francisco
refinery (pictured) is currently installing a new hydrocracker to process
heavy, high-sulfur and thus cost-advantaged crude oil. The unit also
will increase output of high-value clean fuels.

financial success,” says Jim Gallogly, executive vice president,
Refining, Marketing and Transportation, “We have a number of
initiatives under way to gain maximum value from our existing
assets while further improving our aiready-strong safety and
environmental performance.”

Safe, Reliable Operations
“Qur operating excellence strategy is focused on ensuring that we
operate safely and reliably while reducing our environmental impact,”
Gallogly says. “Operating excellence forms the basis for everything
we do.”

This emphasis resulted in improved employee safety
performance in 2007, R&M is currently implementing enhanced

standards for process and personal safety that focus on critical
clements such as asset integrity inspections, facility siting, change
management and incident investigations. A specialized team is
auditing refining process safety to identify improvement
opportunities and share best practices.

The company’s focus on safety also is evident in the number
of facilities that have qualified for “Star” status under the U.S.
Occupational Safety & Health Administration’s Voluntary Protection
Program, which distinguishes work sites that achieve exemplary
safety and health standards. The Bryan, Texas, Flow Improver facility
and Sweeny, Texas, refinery earned this status in 2007, while the
Woed River refinery and Gulf Coast Lubricants plant also were
recommended for this status. The goal is for all of R&M’s LS.
operating facilities to earn this
distinguished certification.

High operating reliability helped
R&M achieve a U.S. refining crude oil
capacity utilization rate of 96 percent,
exceeding the industry average for the
sixth consecutive year, and a combined

l
'
)
\

U.S. and international utilization rate of
94 percent. R&M has improved reliability
through risk-reduction best practices,
infrastructure modernization, operator
training and key debottlenecking projects
at several U.S. refineries.

R&M also is working to reduce the
environmental tmpact of its refineries
through projects to lower emissions of
sulfur dioxide and nitrogen oxide more
than 70 percent and 35 percent,
respectively, by 2012, These include
installation of flare gas recovery systems
and modifications to heaters and fluid
catalytic cracking units at the U.S.
refineries. In addition, reductions in
carbon dioxide emissions are being
achieved through energy-efficiency
improvements.

Water-use assessments were
completed at several refineries in 2007,
with more planned in 2008 to identify
ways to recycle water and reduce fresh-
water consumption.

R&M continues increasing its clean
fuels production while incorporating more
biofuels and renewable fuels into the
refined products mix. In late 2007, the
Borger refinery began producing
renewable diesel fuel made from by-
product animal fats through an alliance
with Tyson Foods. Additionally, most of
the U.S. product storage terminals have
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Y Safety is a major focus for ConvcoPhillips. The company continu-
ously reviews its safety processes and procedures and provides
hands-on training. During 2007, more than 200 emergency response
personnel from refineries and other facilities participated in the third
annual corporate fire school. Attendees received classroom instruc-
tion and practiced their emergency procedures and skills.

been upgraded to blend ethanol, and several are being upgraded to
distribute biodiesel. In Europe, the Whitegate refinery in Ireland
began producing renewable diesel fuel in 2006, and the company
expects to increase sales of biofuels in European markets in 2008.

The company has completed the first phase of its clean fucls
upgrades, centered on ultra-low-sulfur diesel fuel and low-sulfur
gasoline. Future clean fuels projects will involve reducing the
amount of benzene in gasoline.

Addressing the Rising Cost Environment

R&M continually optimizes its operations and asset portfolio to
manage the impact of high inflation rates on its business, The
disposition of certain nonstrategic transportation and marketing
assets in the United States, Europe and Asia will result in the
elimination of approximately $250 million in controllable costs going
forward. These assets were divested during 2007 and in the first

quarter of 2008, More than 750 U.S. retail sites also are planned for
sale, allowing R&M to focus on the wholesale channel of trade to
optimize sales volumes to desired refining integration levels.

Another way R&M manages costs is through increasing its
capacity to process heavier, cost-advantaged crude oil, The new
coker unit at the Borger refinery enables it to process heavy
Canadian crude oil. A planned upgrade of the fractionator unit at the
Billings, Mont., refinery also will increase heavy Canadian crude oil
processing capacity, as well as improve efficiency and energy usage
at the facility.

Energy consumption is one of R&M’s biggest operating costs,
and the business is incorporating efficiency improvements into its
slate of capital projects. Efficiency initiatives at the Billings and
Lake Charles, La., refineries earned the U.S. Environmental
Protection Agency’s Energy Star award for facilities that achieve
top-quartile energy efficiency.

<l

1)

A ConocoPhillips markets gasoling, diesel fuel and aviation fuel in the United States utilizing the Phillips 66°,
Conroco® and 76® brands. internationally, it markets its products primarily through JET® branded outlats.
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Operating Review - Refining and Marketing

Y Employing a strategy that was used successfully
at its refineries in the United States, ConocoPhillips
plans a major upgrading of the Withelmshaven
refinery in Germany to improve the refinery’s ability
to process high-sulfur crude oi and produce low-
sulfur clean fuels.

“The costs of materials, labor, feedstocks and other critical
resources are rapidly increasing,” Gallogly says. “We're adapting to
this environment and controlling our costs by ensuring that our
operations run as efficiently and reliably as possible.”

Building on Our Base

R&M’s capital investments are aimed at maintzining and enhancing
existing refineries to increase their output of higher-value clean fuels,
raise overall distillation capacity, and enable them to process heavier
and higher-sulfur crude oils that are lower in cost. The company also
is pursuing several major downstrcam growth opportunities to
complement these enhancements.

“Through expansion projects at existing refineries over the next
five years, we will add enough clean fuels production on a net basis
to equal an average-sized new refinery,” Gallogly says.

For example, a 20,000 BPD hydrocracker under construction at
the Rodeo facility of the San Francisco refinery will increase clean
fuels production by 12 percent and improve energy efficiency. Other
projects are planned for the Ferndale, Los Angeles, Billings and
Bayway refineries.

Through the joint venture with EnCana, a major expansion
planned for the Wood River refinery will leverage the company’s

upstream position by more than doubling the refinery’s capacity
to process bitumen-based crude oil produced in Canada, while
increasing overall crude otl capacity and clean product yields.
Also, an investment in the proposed Keystone pipeline that will
carry crude oil from Canada to the United States will further
leverage ConocoPhillips’ upstream position in Canada.

Several major international refining capital investments also are
planned, including an upgrade project at the Wilhelmshaven refinery
in Germany to enable it to process heavier, higher-sulfur crude oil
and produce more low-sulfur dicsel fuel and gasoline.

In Saudi Arabia, ConocoPhillips is working with Saudi Arameco
on the development of a proposed new joint venture 400,000 BPD
full-conversion refinery in Yanbu. The facility would process heavy
crude oil into high-quality refined products for export into world
markets. Plans aiso are proceeding to cxpand processing capacity at
the Melaka joint-venture refinery in Maiaysia by 20,000 net BPD.

“We are sclectively investing in major projects that enhance
opportunities for profitability and support the company’s upstream
business,” Gallogly says. “In addition, our employees’ commitment
to confinuous improvement in safety, environmental stewardship and
reliability will help R&M retain its strong competitive advantage.”
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LUKOIL Investment

Growing Production and Refining Capacity in Russia

LUKOIL Financial and Operating Results {COP Net)*

2007 2006
Netincome (MM) $1.818 $1,425
Net erude oil production (MBD} 401 360
Net natural gas production (MMCFD) 256 244
Net refining crude oil throughput {MBD) 214 179

*“Represents ConecoPhilfips’ estimate of its weighted-average equity share of
LUKOILs income and selected operating statistics, based on current market
indicators, publicly available LUKOIL operating results and other ehjective data.

i3

onocoPhillips has 20 percent equity ownership in LUKOIL,
a Russia-based integrated energy company active in about
30 countries. This investment provides ConocoPhillips with
exposure to Russia’s vast oil and natural gas resources and
to LUKOIL significant refining and marketing interests.
The company’s cumulative investment in LUKOIL stock
totaled $7.5 billion at year-end 2007, accounting for 19 percent
of ConocePhillips® 2007 daily barrel-of-oil-equivalent (BOE}
production.
Additionally, ConocoPhillips and LUKOIL have partnered in the
Naryanmarneftegaz 10int venture, with startup of the large Yuzhno
Khylchuyu field expected during 2008.

¥ Crude oif produced by the
Naryanmarneftegaz joint
venture between ConocoPhillips
and LUKOIL in the Timan-Pechora
region of Russia will be shigped
to worldwide markets through this
LUKOIL terminal at Varandey
Bay on the Barents Sea.

Approximately 30 employees are seconded between the companies
to facilitate knowledge exchange, creating significant value through
technology applications and business process improvements.

LUKOILs 2007 milestones include the discovery of six new oil,
natural gas and condensate fields and entry into a joint venture with
GazpromNeft (Russia) that will open access to new ventures in several
prospective areas. LUKOIL also commissioned a new natural gas
field in Uzbekistan, as well as new facilities at re