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PART I

Unless otherwise indicated, “the company,” “we,” “our,” “us” and “ConocoPhillips” are used in this report to refer to the
businesses of ConocoPhillips and its consolidated subsidiaries. Items 1 and 2, Business and Properties, contain forward-looking
statements including, without limitation, statements relating to our plans, strategies, objectives, expectations and intentions that
are made pursuant to the “safe harbor” provisions of the Private Securities Litigation Reform Act of 1995. The words “forecast,”
“intend,” “believe,” “expect,” “plan,” “schedule,” “target,” “should,” “goal,” “may,” “anticipate,” “estimate” and similar
expressions identify forward-looking statements. The company does not undertake to update, revise or correct any forward-
looking information. Readers are cautioned that such forward-looking statements should be read in conjunction with the
company’s disclosures under the heading “CAUTIONARY STATEMENT FOR THE PURPOSES OF THE ‘SAFE HARBOR’
PROVISIONS OF THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995,” beginning on page 72.

» « ” « ” « 3« 9«

Items 1 and 2. BUSINESS AND PROPERTIES
CORPORATE STRUCTURE

ConocoPhillips is an international, integrated energy company. ConocoPhillips was incorporated in the state of Delaware on
November 16, 2001, in connection with, and in anticipation of, the merger between Conoco Inc. and Phillips Petroleum
Company. The merger between Conoco and Phillips was consummated on August 30, 2002.

Our business is organized into six operating segments:

e  Exploration and Production (E&P)—This segment primarily explores for, produces, transports and markets crude
oil, natural gas and natural gas liquids on a worldwide basis.

*  Midstream—This segment gathers, processes and markets natural gas produced by ConocoPhillips and others, and
fractionates and markets natural gas liquids, predominantly in the United States and Trinidad. The Midstream segment
primarily consists of our 50 percent equity investment in DCP Midstream, LLC.

*  Refining and Marketing (R&M)—This segment purchases, refines, markets and transports crude oil and petroleum
products, mainly in the United States, Europe and Asia.

e LUKOIL Investment—This segment consists of our equity investment in the ordinary shares of OAO LUKOIL, an
international, integrated oil and gas company headquartered in Russia. At December 31, 2008, our ownership interest
was 20 percent based on issued shares and 20.06 percent based on estimated shares outstanding.

¢  Chemicals—This segment manufactures and markets petrochemicals and plastics on a worldwide basis. The
Chemicals segment consists of our 50 percent equity investment in Chevron Phillips Chemical Company LLC.

*  Emerging Businesses—This segment represents our investment in new technologies or businesses outside our normal
scope of operations.

At December 31, 2008, ConocoPhillips employed approximately 33,800 people.
SEGMENT AND GEOGRAPHIC INFORMATION

For operating segment and geographic information, see Note 26—Segment Disclosures and Related Information, in the Notes to
Consolidated Financial Statements, which is incorporated herein by reference.
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EXPIL.ORATION AND PRODUCTION (E&P)

At December 31, 2008, our E&P segment represented 67 percent of ConocoPhillips’ total assets. This segment explores for,
produces, transports and markets crude oil, natural gas, and natural gas liquids on a worldwide basis. It also mines deposits of oil
sands in Canada to extract bitumen and upgrade it into a synthetic crude oil. Operations to liquefy natural gas and transport the
resulting liquefied natural gas (LNG) are also included in the E&P segment. At December 31, 2008, our E&P operations were
producing in the United States, Norway, the United Kingdom, Canada, Ecuador, Australia, offshore Timor-Leste in the Timor
Sea, Indonesia, China, Vietnam, Libya, Nigeria, Algeria and Russia.

In October 2008, we closed on a transaction with Origin Energy to further enhance our long-term Australasian natural gas
business. The 50/50 joint venture, named Australia Pacific LNG, will focus on coalbed methane production from the Bowen and
Surat basins in Queensland, Australia, and LNG processing and export sales.

The E&P segment does not include the financial results or statistics from our equity investment in the ordinary shares of
LUKOIL, which are reported in our LUKOIL Investment segment. As a result, references to results, production, prices and other
statistics throughout the E&P segment discussion exclude amounts related to our investment in LUKOIL. However, our share of
LUKOIL is included in the supplemental oil and gas operations disclosures on pages 147 through 166, as well as in the net
proved reserves table shown below.

The information listed below appears in the supplemental oil and gas operations disclosures and is incorporated herein by
reference:

*  Proved worldwide crude oil, natural gas and natural gas liquids reserves.
e Net production of crude oil, natural gas and natural gas liquids.

*  Average sales prices of crude oil, natural gas and natural gas liquids.

e Average production costs per barrel of oil equivalent (BOE).

e  Net wells completed, wells in progress and productive wells.

e Developed and undeveloped acreage.

The following table is a summary of the proved reserves information included in the supplemental oil and gas operations
disclosures. Natural gas reserves are converted to BOE based on a 6:1 ratio: six thousand cubic feet of natural gas converts to one
BOE.

Millions of Barrels of Oil Equivalent

Net Proved Reserves at December 31 2008 2007 2006 2005
Crude oil
Consolidated 2,723 3,104 3,200 3,336
Equity affiliates 2,317 2,398 2,690 2,430
Total Crude Oil 5,040 5,502 5,890 5,766

Natural gas

Consolidated 3,360 3,750 3,908 2,752
Equity affiliates 798 490 565 425
Total Natural Gas 4,158 4,240 4,473 3,177

Natural gas liquids

Consolidated 717 759 774 402
Equity affiliates 60 59 32 21
Total Natural Gas Liquids 777 818 806 423
Total consolidated 6,800 7,613 7,882 6,490
Total equity affiliates 3,175 2,947 3,287 2,876
Total 9,975 10,560 11,169 9,366
Includes amounts related to LUKOIL investment: 1,893 1,838 1,805 1,442
Excludes Syncrude mining-related reserves: 249 221 243 251
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In 2008, E&P’s worldwide production, including its share of equity affiliates’ production other than LUKOIL, averaged
1,767,000 barrels of oil equivalent per day (BOED), compared with the 1,857,000 averaged in 2007. During 2008, 775,000
BOED were produced in the United States, a decrease from 843,000 in 2007. Production from our international E&P operations
averaged 992,000 BOED in 2008, a decrease compared with 1,014,000 in 2007. In addition, our Canadian Syncrude mining
operations had net production of 22,000 barrels per day in 2008, compared with 23,000 in 2007. The change in worldwide
production was primarily due to field decline and the expropriation of our Venezuelan oil interests, partially offset by production
from new developments primarily in the United Kingdom, Indonesia, Russia, Norway and Canada.

E&P’s worldwide annual average crude oil sales price increased 39 percent, from $67.11 per barrel in 2007 to $93.12 in 2008.
E&P’s average annual worldwide natural gas sales price increased 32 percent, from $6.26 per thousand cubic feet in 2007 to
$8.27 in 2008.

E&P—UNITED STATES

In 2008, U.S. E&P operations contributed 44 percent of E&P’s worldwide liquids production and 43 percent of natural gas
production, compared with 46 percent and 45 percent in 2007, respectively.

Alaska
Greater Prudhoe Area

The Greater Prudhoe Area is composed of the Prudhoe Bay field and five satellite fields, as well as the Greater Point McIntyre
Area fields. Prudhoe Bay, the largest oil field on Alaska’s North Slope, is the site of a large waterflood and enhanced oil recovery
operation, as well as a gas processing plant that processes and re-injects natural gas into the reservoir. Prudhoe Bay’s satellites
include Aurora, Borealis, Polaris, Midnight Sun and Orion, while the Point McIntyre, Niakuk, Raven and Lisburne fields are part
of the Greater Point McIntyre Area. We have a 36.1 percent nonoperator interest in all fields within the Greater Prudhoe Area.
Net oil production from the Greater Prudhoe Area averaged 106,000 barrels per day in 2008, compared with 107,000 in 2007,
while natural gas liquids production averaged 17,000 barrels per day in 2008, compared with 19,000 in 2007.

Greater Kuparuk Area

We operate the Greater Kuparuk Area, composed of the Kuparuk field and four satellite fields: Tarn, Tabasco, Meltwater and
West Sak. Kuparuk is located about 40 miles west of Prudhoe Bay. Our ownership interest in the area is approximately

55 percent. Field installations include three central production facilities that separate oil, natural gas and water. The natural gas is
either used for fuel or compressed for re-injection. Net oil production from the area averaged 67,000 barrels per day in 2008,
compared with 74,000 in 2007.

Western North Slope

The Alpine field and its satellite fields, located west of the Kuparuk field, produced at a net rate of 70,000 barrels of oil per day
in 2008, compared with 80,000 in 2007. We operate and hold a 78 percent interest in Alpine and its three satellites, the Nanug,
Fiord and Qannik fields. The Qannik field began production in July 2008.

Cook Inlet Area

Our assets include the North Cook Inlet field, the Beluga River field, and the Kenai LNG facility, all of which we operate. We
have a 100 percent interest in the North Cook Inlet field, while we own 33.3 percent of the Beluga River field. Net production in
2008 from the Cook Inlet Area averaged 88 million cubic feet per day of natural gas, compared with 101 million in 2007.
Production from the North Cook Inlet field is used primarily to supply our share of gas to the Kenai LNG plant and also as a
backup supply to local utilities, while gas from the Beluga River field is primarily sold to local utilities and is used as backup
supply to the Kenai LNG plant.

We have a 70 percent interest in the Kenai LNG plant, which supplies LNG to two utility companies in Japan. We sold 27 net
billion cubic feet in 2008, compared with 31 billion in 2007. In June 2008, the U.S.
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Department of Energy announced its approval of a two-year extension of the plant’s export license, extending it through
March 2011.

Exploration

We were the successful bidder on 98 blocks totaling $506 million in the February 2008 Chukchi Sea lease sale. During 2008, our
primary area of exploratory drilling activity was in the National Petroleum Reserve-Alaska on the Western North Slope. Three
wells were drilled in the area, and all three encountered hydrocarbons. One of the wells was expensed as a dry hole, and we are
evaluating the potential for future development of the other two discoveries.

Transportation

We transport the petroleum liquids produced on the North Slope to south-central Alaska through an 800-mile pipeline that is part
of the Trans-Alaska Pipeline System (TAPS). We have a 28.3 percent ownership interest in TAPS, and we also have ownership
interests in the Alpine, Kuparuk and Oliktok pipelines on the North Slope.

Our wholly owned subsidiary Polar Tankers, Inc. manages the marine transportation of our North Slope production, using five
company-owned double-hulled tankers in addition to chartering third-party vessels as necessary.

During the second quarter of 2008, ConocoPhillips and BP plc formed a limited liability company to progress the pipeline
project named Denali—The Alaska Gas Pipeline. The project, which would move approximately 4 billion cubic feet per day of
Alaska natural gas to North American markets, would consist of a gas treatment plant on Alaska’s North Slope and a large-
diameter pipeline through Alaska to Alberta, Canada. Should a new pipeline be required to transport gas from Alberta, the
project also could include a large-diameter pipeline from Alberta to the U.S. Lower 48.

Denali announced plans to reach the first major project milestone before year-end 2010. This milestone is an open season, a
process during which the pipeline company seeks customers to make long-term firm transportation commitments to the project.
We expect Denali would seek certification from the Federal Energy Regulatory Commission (FERC) and the Canadian National
Energy Board if the open season is successful, and thereafter move forward with project construction. Summer fieldwork related
to the project began in late May 2008, primarily in eastern Alaska, and involved route reconnaissance and environmental studies.
In late June 2008, the Denali project was approved to use FERC'’s prefiling process. There is a pipeline project competing with
Denali that is structured under the Alaska Gasline Inducement Act.

U.S. Lower 48
Gulf of Mexico

At year-end 2008, our portfolio of producing properties in the Gulf of Mexico mainly consisted of one operated field and three
fields operated by co-venturers, including:

e 75 percent operator interest in the Magnolia field in Garden Banks Blocks 783 and 784.

* 16 percent nonoperator interest in the unitized Ursa field located in the Mississippi Canyon area.

. 16 percent nonoperator interest in the Princess field, a northern, subsalt extension of the Ursa field.

*  12.4 percent nonoperator interest in the unitized K2 field, comprised of seven blocks in the Green Canyon area.

Net production from our Gulf of Mexico properties averaged 18,000 barrels per day of liquids and 24 million cubic feet per day
of natural gas in 2008, compared with 25,000 barrels per day and 36 million cubic feet per day in 2007.

Onshore

Our 2008 onshore production principally consisted of natural gas, with the majority of production located in the San Juan Basin,
Permian Basin, Lobo Trend, Bossier Trend, and panhandles of Texas and Oklahoma. We also have operations in the Wind River,
Anadarko and Fort Worth basins, as well as in East Texas and northern
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and southern Louisiana. Other onshore ownership includes properties in the Williston Basin, the Piceance Basin and the Cedar
Creek Anticline.

The San Juan Basin, located in northwestern New Mexico and southwestern Colorado, includes the majority of our coalbed
methane (CBM) production. Additionally, we continue to pursue development opportunities in three conventional formations in
the San Juan Basin. Net production from San Juan averaged 48,000 barrels per day of liquids and 863 million cubic feet per day
of natural gas in 2008, compared with 50,000 barrels per day and 971 million cubic feet per day in 2007.

In addition to our CBM production from the San Juan Basin, we also hold CBM acreage positions in the Uinta Basin in Utah, the
Black Warrior Basin in Alabama, and the Piceance Basin in Colorado.

Onshore activities in 2008 were mostly centered on continued optimization and development of existing assets. Combined
production from all Lower 48 onshore fields in 2008 averaged a net 1,970 million cubic feet per day of natural gas and 147,000
barrels per day of liquids, compared with 2,146 million cubic feet per day and 157,000 barrels per day in 2007.

Transportation

In 2006, we acquired a 24 percent interest in West2East Pipeline LL.C, a company holding a 100 percent interest in Rockies
Express Pipeline LLC. Rockies Express is completing construction of a 1,679-mile natural gas pipeline from Colorado to Ohio
that is expected to have an approximate capacity of 1.8 billion cubic feet per day. A section of the pipeline extending from
Colorado to Missouri was placed in service in May 2008, and construction continues on the remaining portion of the pipeline
project. Full pipeline service extending to Lebanon, Ohio, is expected by June 2009, while service to the final destination of
Clarington, Ohio, is scheduled to begin by year-end 2009.

Exploration

During 2008, we completed 122 gross onshore exploration wells. Most of the wells were located in the Bakken play in the
Williston Basin, the Bossier Trend, and the Fort Worth Basin Barnett play, all of which are company focus areas. Other areas
with active exploration drilling programs included the Anadarko Basin, Wyoming, Colorado and South Texas.

Gulf of Mexico deepwater leasehold acreage was expanded by successful bidding at federal offshore lease sales in March and
August 2008, with high bids totaling $334 million, adding 22 new blocks. At year end we had interests in 267 lease blocks
totaling 1.1 million net acres. During 2008, we completed two successful appraisal wells and participated in four deepwater
exploration wells. Three of the exploration wells were expensed as dry holes, and operations on one well continued into 2009.

E&P—EUROPE

In 2008, E&P operations in Europe contributed 24 percent of E&P’s worldwide liquids production, compared with 22 percent in
2007. European operations contributed 20 percent of natural gas production in 2008, compared with 19 percent in 2007. Our
European assets are principally located in the Norwegian and U.K. sectors of the North Sea.

Norway

We operate and hold a 35.1 percent interest in the Greater Ekofisk Area, located approximately 200 miles offshore Norway in the
center of the North Sea. The Greater Ekofisk Area is composed of four producing fields: Ekofisk, Eldfisk, Embla and Tor. Net
production in 2008 from the Greater Ekofisk Area was 99,000 barrels of liquids per day and 100 million cubic feet of natural gas
per day, compared with 103,000 barrels per day and 103 million cubic feet per day in 2007.
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We also have varying ownership interests in other producing fields in the Norwegian sector of the North Sea and in the
Norwegian Sea, including:

*  24.3 percent interest in the Heidrun field.
e 20 percent interest in the Alvheim field.

*  10.3 percent interest in the Statfjord field.
e 23.3 percent interest in the Huldra field.

e 1.6 percent interest in the Troll field.

* 9.1 percent interest in the Visund field.

e 6.4 percent interest in the Grane field.

* 2.4 percent interest in the Oseberg area.

Net production from these and other fields in the Norwegian sector of the North Sea and the Norwegian Sea averaged 68,000
barrels of liquids per day and 139 million cubic feet of natural gas per day in 2008, compared with 67,000 barrels per day and
133 million cubic feet per day in 2007.

The Alvheim North Sea development achieved first production in June 2008 through a floating production, storage and
offloading (FPSO) vessel and subsea installations. At year-end 2008, Alvheim was producing at a net rate of 16,000 barrels per
day of liquids and 7 million cubic feet per day of natural gas. Net peak production of 18,000 barrels per day of liquids and

9 million cubic feet per day of natural gas is expected in the second quarter of 2009.

Transportation

We have interests in the transportation and processing infrastructure in the Norwegian sector of the North Sea, including interests
in the Norpipe Oil Pipeline System and in Gassled, which owns most of the Norwegian gas transportation system.

Exploration

We participated in seven exploration wells during 2008, with five of the wells encountering hydrocarbons. Two gas discoveries
were made in the PL.218 license, and two others were made in the Oseberg area. A discovery was also made on the East Flank of
the Visund field, and operations in this well continued into 2009. In late 2008, we were awarded two Norway exploration
licenses, both in the central North Sea.

United Kingdom

In addition to our 58.7 percent interest in the Britannia natural gas and condensate field, we own 50 percent of Britannia Operator
Limited, the operator of the field. Net production from Britannia and its satellite fields averaged 277 million cubic feet of natural
gas per day and 24,000 barrels of liquids per day in 2008, compared with 252 million cubic feet per day and 10,000 barrels per
day in 2007. We achieved first production from two Britannia satellites, Callanish and Brodgar, in June and July 2008,
respectively. We have a respective 83.5 percent interest and a 75 percent interest in these satellite fields.

We operate and hold a 36.5 percent interest in the Judy/Joanne fields, which together make up J-Block. Additionally, our
operated Jade field, in which we hold a 32.5 percent interest, produces from a wellhead platform and pipeline tied to J-Block
facilities. Together, these fields produced a net 13,000 barrels of liquids per day and 88 million cubic feet of natural gas per day
in 2008, compared with 14,000 barrels per day and 94 million cubic feet per day in 2007.

Our various ownership interests in 18 producing gas fields in the Rotliegendes and Carboniferous areas of the southern North Sea
yielded average net production in 2008 of 241 million cubic feet per day of natural gas, compared with 276 million in 2007.
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We also have ownership interests in several other producing fields in the U.K. sector of the North Sea, including:
*  23.4 percent interest in the Alba field.
* 40 percent interest in the MacCulloch field.
* 4.8 percent interest in the Statfjord field.

Production from these and other remaining fields in the U.K. sector of the North Sea averaged a net 17,000 barrels of liquids per
day and 14 million cubic feet of natural gas per day in 2008, compared with 20,000 barrels per day and 15 million cubic feet per
day in 2007.

In the Atlantic Margin, we have a 24 percent interest in the Clair field. Net production in 2008 averaged 11,000 barrels of liquids
per day, compared with 7,000 in 2007.

The Millom, Dalton and Calder fields in the East Irish Sea, in which we have a 100 percent ownership interest, are operated on
our behalf by a third party. Net production in 2008 averaged 43 million cubic feet of natural gas per day, compared with
36 million in 2007.

Transportation

The Interconnector pipeline, linking the United Kingdom and Belgium, facilitates marketing natural gas produced in the United
Kingdom throughout Europe. Our 10 percent equity share allows us to ship approximately 200 million cubic feet of natural gas
per day to markets in continental Europe, and our reverse-flow rights provide an 85 million cubic feet per day import capability
into the United Kingdom.

We operate the Teesside oil and Theddlethorpe gas terminals, in which we have 29.3 percent and 50 percent ownerships,
respectively. We also have a 100 percent ownership interest in the Rivers Gas Terminal, operated by a third party, in the United
Kingdom.

Exploration

During 2008 we were awarded interests in three exploration licenses: two in the central North Sea and one in the West of
Shetland region. We also participated in three appraisal wells and three exploration wells in the Southern Gas Basin, central
North Sea and the West of Shetland region, with four of the wells encountering hydrocarbons. Three of these six wells were
drilled in the proximity of the Jasmine discovery and confirmed the viability of that project.

Netherlands

Our varying nonoperator production interests in the Dutch sector of the North Sea, as well as interests in offshore pipelines and
an onshore gas plant and terminal at Den Helder, were sold in December 2008. Net production in 2008 averaged 50 million cubic
feet of natural gas per day, compared with 52 million in 2007.

E&P—CANADA

In 2008, E&P operations in Canada contributed 8 percent of E&P’s worldwide liquids production (excluding Syncrude
production), compared with 7 percent in 2007. Canadian operations contributed 22 percent of E&P’s worldwide natural gas
production in 2008 and 2007.

Oil and Gas Operations
Western Canada

Operations in western Canada encompass properties throughout Alberta, northeastern British Columbia, and southern
Saskatchewan. Net production from these oil and gas operations in western Canada averaged 44,000 barrels per day of liquids
and 1,054 million cubic feet per day of natural gas in 2008, compared with 46,000 barrels per day and 1,106 million cubic feet
per day in 2007.
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Surmont

We operate and have a 50 percent interest in the Surmont oil sands lease, located approximately 35 miles south of Fort
McMurray, Alberta. The Surmont project uses an enhanced thermal oil recovery method called steam-assisted gravity drainage
(SAGD). Steam injection began in the second quarter of 2007, and first production was achieved in the fourth quarter of 2007.
Average net production of bitumen from Surmont during 2008 was 6,000 barrels per day, and the 2008 average sales price was
$46.85 per barrel. Net peak production of 13,000 barrels per day is expected in 2013.

FCCL

On January 3, 2007, we closed on a business venture with EnCana Corporation to create an integrated North American heavy oil
business. The venture consists of two 50/50 business ventures: a Canadian upstream general partnership, the FCCL Oil Sands
Partnership, and a U.S. downstream limited liability company, WRB Refining LLC. FCCL’s operating assets consist of the Foster
Creek and Christina Lake SAGD bitumen projects, both located in the eastern flank of the Athabasca oil sands in northeastern
Alberta. EnCana is the operator and managing partner of FCCL. With Christina Lake phase 1B becoming operational in mid-
2008 and the continuing ramp-up of Foster Creek phase C, our share of FCCL’s production increased to 30,000 barrels per day in
2008, compared with 27,000 in 2007. Foster Creek phases D and E are expected to add additional production of more than
20,000 net barrels per day combined and are expected to become operational in early 2009. The average sales price realized on
FCCL’s 2008 production was $58.54 per barrel. See the Refining and Marketing (R&M) section for information on WRB.

Parsons Lake/Mackenzie Gas Project

We are working with three other energy companies, as members of the Mackenzie Delta Producers’ Group, on the development
of the Mackenzie Valley pipeline and gathering system, which is proposed to transport onshore gas production from the
Mackenzie Delta in northern Canada to established markets in North America. We have a 75 percent interest in the Parsons Lake
gas field, one of the primary fields in the Mackenzie Delta that would anchor the pipeline development. The Joint Review Panel
(JRP), an independent body appointed by the Minister of Environment to evaluate the potential impacts of the project on the
environment and lives of the people in the project area, completed public hearings in November 2007. The JRP issued a press
release in December 2008, indicating a report assessing the environmental and socio-economic impact of the proposed project
would be released in December 2009. The pipeline project awaits the JRP report and will continue to progress toward regulatory
authorizations, but it has deferred detailed engineering work pending resolution with the federal government on the fiscal and
commercial framework.

Exploration

We hold exploration acreage in four areas of Canada: western Canada, offshore eastern Canada, the Mackenzie Delta/Beaufort
Sea region, and the Arctic Islands. In 2008, the company added 62,000 acres in the Horn River play in western Canada and
acquired two additional Beaufort licenses. Within western Canada, we participated in 43 exploratory wells.

Syncrude Canada Ltd.

We own a 9 percent interest in the Syncrude Canada Ltd. (SCL) joint venture, created for the purpose of mining shallow deposits
of oil sands, extracting the bitumen, and upgrading it into a light sweet crude oil called Syncrude. The primary plant and facilities
are located at Mildred Lake, about 25 miles north of Fort McMurray, Alberta. SCL, as operator of the joint venture, holds eight
oil sands leases and the associated surface rights, of which our share is approximately 22,400 net acres. Net production averaged
22,000 barrels per day in 2008, compared with 23,000 in 2007.

U.S. Securities and Exchange Commission regulations currently in effect define the Syncrude project as mining-related and not
part of conventional oil and gas operations. As such, Syncrude operations are not included in our proved oil and gas reserves or
production as reported in our supplemental oil and gas information.
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E&P—SOUTH AMERICA

In 2008, E&P operations in South America contributed 1 percent of E&P’s worldwide liquids production, compared with
5 percent in 2007.

Venezuela

Petrozuata, Hamaca and Corocoro

On June 26, 2007, we announced we had been unable to reach agreement with respect to our migration to an empresa mixta
structure mandated by the Venezuelan government’s Nationalization Decree. In response, Venezuela’s national oil company,
Petréleos de Venezuela S.A. (PDVSA), or its affiliates directly assumed the activities associated with and control over
ConocoPhillips’ interests in the Petrozuata and Hamaca heavy oil ventures and the offshore Corocoro development project.

Plataforma Deltana Block 2

We have a 40 percent nonoperated interest in Plataforma Deltana Block 2 which holds a gas discovery made by PDVSA. Several
critical components required to progress an investment decision have not yet been defined by the govenment.

Peru

At year-end 2008, we held ownership interests in five exploration blocks in Peru. Two 2D seismic programs were carried out
during the year in Blocks 39 and 104, and the sale of Block 57 was completed in the second quarter of the year. In the fourth
quarter of 2008, we completed an appraisal well in Block 39, but the well did not confirm a stand-alone commercial hydrocarbon
accumulation. The appraisal well and suspended discovery well were expensed as dry holes.

Ecuador

In Ecuador, we own a 42.5 percent interest in Block 7 and a 46.3 percent interest in Block 21. Net production in 2008 averaged
9,000 barrels of crude oil per day, compared with 10,000 in 2007.

Argentina
We sold our assets in Argentina in September 2008.
E&P—ASIA PACIFIC

In 2008, E&P operations in the Asia Pacific region contributed 11 percent of E&P’s worldwide liquids production and 13 percent
of natural gas production, compared with 10 percent and 11 percent in 2007, respectively.

Australia and Timor Sea

Australia Pacific LNG

In October 2008, we closed on a transaction with Origin Energy, an integrated Australian energy company, to further enhance our
long-term Australasian natural gas business. The 50/50 joint venture, named Australia Pacific LNG, will focus on coalbed
methane (CBM) production from the Bowen and Surat basins in Queensland, Australia, and LNG processing and export sales.
With this transaction, we gained access to CBM resources in Australia and will enhance our LNG position with the expected
creation of an additional LNG hub targeting Asia Pacific markets. Four LNG trains are anticipated, each currently expected to
process an estimated 3.5 million gross tons of LNG per year. An estimated 20,500 gross wells are ultimately envisioned to supply
both the domestic gas market and the LNG development. Drilling and production operations will be supported by gas gathering
systems and centralized gas processing and compression stations, as well as by dewatering and water treatment facilities.

Our share of the joint venture’s year-end production rate was 68 million cubic feet per day. Current production is sold into the
Australian domestic market. CBM field development work is ongoing in parallel with front-end engineering associated with the
planned LNG processing facilities.
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Bayu-Undan

We operate and hold a 57.2 percent ownership interest in the Bayu-Undan field located in the Timor Sea. The field averaged a
net production rate of 36,000 barrels of liquids per day in 2008, compared with 34,000 in 2007. Our share of natural gas
production was 210 million cubic feet per day in 2008, compared with 189 million in 2007. Produced natural gas is used to
supply the Darwin LNG plant, of which we own a 57.2 percent interest. In 2008, we sold 159 billion gross cubic feet of LNG to
utility customers in Japan, compared with 140 billion in 2007.

Greater Sunrise

We have a 30 percent interest in the Greater Sunrise gas and condensate field located in the Timor Sea. Although agreement has
been reached between the governments of Australia and Timor-Leste concerning sharing of revenues from the anticipated
development of Greater Sunrise, key challenges to be resolved before significant funding commitments can be made include
ensuring the reservoir is adequately appraised, gaining co-venturer and government alignment on the development concept, and
establishing fiscal stability arrangements. Immediate activity is focused on reprocessing seismic data and integrating the results
of an appraisal well to define the remaining appraisal program, as well as advancing the development concept screening phase.

Western Australia

In 2008, our share of production from the Athena/Perseus (WA-17-L) gas field, located offshore Western Australia, was
35 million cubic feet of natural gas per day, compared with 34 million in 2007.

Exploration

In November 2008, we acquired 50 percent interests in two permits in the Arafura Basin, offshore Northern Territory. In the
Bonaparte Basin, we drilled one successful appraisal well at the Sunrise field. Additionally, seismic processing from the NT/P69
and the NT/P61 permits was completed, and interpretation of this data is currently under way to further evaluate the Caldita and
Barossa discoveries.

The company also operates the WA-314-P, WA-315-P and WA-398-P permits in the Browse Basin. During 2008, acquisition and
processing of seismic data in WA-398-P was completed. An exploration drilling campaign will be conducted in these permits
during 2009.

Indonesia

We operate seven production sharing contracts (PSCs) in Indonesia. Production from Indonesia in 2008 averaged a net
343 million cubic feet per day of natural gas and 15,000 barrels per day of oil, compared with 330 million cubic feet per day and
12,000 barrels per day in 2007. Our assets are concentrated in two core areas: the West Natuna Sea and onshore South Sumatra.

We operate four offshore PSCs: South Natuna Sea Block B, Amborip VI, Kuma and Arafura Sea. The South Natuna Sea Block B
PSC, in which we have a 40 percent interest, has two producing oil fields and 16 gas fields in various stages of development.

We operate three onshore PSCs. Corridor and South Jambi B are in South Sumatra, and Warim is in Papua. As part of the
Corridor PSC, in which we have a 54 percent interest, we operate six oil fields and six natural gas fields, and supply natural gas
from the Grissik and Suban gas processing plants to the Duri steamflood in central Sumatra and to markets in Singapore, Batam
and West Java. We have a 45 percent interest in the South Jambi B PSC, a shallow gas project that supplies natural gas to
Singapore.

Transportation

We are a 35 percent owner of a consortium company that has a 40 percent ownership in PT Transportasi Gas Indonesia, which
owns and operates the Grissik to Duri and Grissik to Singapore natural gas pipelines.

Exploration

In November 2008, we acquired the Arafura Sea Block, and a 2D seismic survey was completed on the block by year end. One
appraisal well was drilled at the South Belut field, and one appraisal well and one exploration well were drilled at the North
Belut field.
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China

Production related to our 49 percent share of the Peng Lai 19-3 field in Bohai Bay Block 11-05 averaged 14,000 barrels of oil per
day in 2008, compared with 10,000 in 2007. We also hold a 49 percent interest in the nearby Peng Lai 25-6 field. An FPSO
vessel to accommodate production from both fields is expected to be installed in early 2009. Concurrent development of both
fields continues.

The Xijiang development consists of two fields located approximately 80 miles south of Hong Kong in the South China Sea. Our
ownership in these fields ranges from 12.3 percent to 24.5 percent. Facilities include two manned platforms and an FPSO vessel.
Combined net production of oil from the Xijiang fields averaged 7,000 barrels per day in 2008, compared with 8,000 in 2007.

We have a 24.5 percent interest in the offshore Panyu field, also located in the South China Sea, which produced 12,000 net
barrels of oil per day in 2008 and 13,000 in 2007. In July 2008, we sold our 100 percent interest in the onshore Ba Jiao Chang
natural gas field.

Vietnam

Our ownership interest in Vietnam is centered around the Cuu Long Basin in the South China Sea and consists of two primarily
oil-producing blocks, four exploration blocks, and one gas pipeline transportation system.

We have a 23.3 percent interest in Block 15-1 in the Cuu Long Basin. Net production in 2008 was 13,000 barrels of oil per day,
compared with 14,000 in 2007. The oil is processed through a 1-million-barrel FPSO vessel and through the Su Tu Vang central
processing platform and new floating storage and offloading (FSO) vessel. First oil production from the Su Tu Vang satellite
field was achieved in October 2008.

Also in the Cuu Long Basin, we have a 36 percent interest in the Rang Dong field in Block 15-2. All wellhead platforms produce
into an FSO vessel. Net production in 2008 was 9,000 barrels per day of liquids and 16 million cubic feet per day of natural gas,
compared with 8,000 barrels per day and 15 million cubic feet per day in 2007.

Transportation

We own a 16.3 percent interest in the Nam Con Son natural gas pipeline. This 244-mile transportation system links gas supplies
from the Nam Con Son Basin to gas markets in southern Vietnam.

Exploration
In 2008, we drilled one exploration well in Block 15-1 that was expensed as a dry hole.
Malaysia

We have interests in three deepwater PSCs located off the eastern Malaysian state of Sabah: Block G, Block J, and the
Kebabangan Cluster. Development of the Gumusut discovery in Block J continues.

Exploration

In 2008, we completed two successful appraisal wells in Block G to evaluate the prior Ubah and Petai discoveries. Kebabangan
and Malikai, a Block G discovery, are moving toward field development.

E&P—MIDDLE EAST AND AFRICA

During 2008, E&P operations in the Middle East and Africa contributed 8 percent of E&P’s worldwide liquids production and
2 percent of natural gas production, the same as in 2007.

Qatar

Qatargas 3 is an integrated project jointly owned by Qatar Petroleum (68.5 percent), ConocoPhillips (30 percent) and Mitsui &
Co., Ltd. (1.5 percent). The project comprises upstream natural gas production facilities to produce approximately 1.4 billion
gross cubic feet per day of natural gas from Qatar’s North field. The project also includes a 7.8-million-gross-ton-per-year LNG
facility, from which LNG will be shipped in
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new LNG carriers destined for sale in the United States and other markets. The first LNG cargoes are expected to be loaded in
the fourth quarter of 2010.

In order to capture cost savings, Qatargas 3 is executing the development of the onshore and offshore assets as a single integrated
project with Qatargas 4, a joint venture between Qatar Petroleum and Royal Dutch Shell plc. This includes the joint development
of offshore facilities situated in a common offshore block in the North field, as well as the construction of two identical LNG
process trains and associated gas treating facilities for both the Qatargas 3 and Qatargas 4 joint ventures. Upon completion of the
Qatargas 3 and Qatargas 4 projects, production from the LNG plant and associated facilities will be combined and shared.

We have a 12.4 percent ownership interest in the Golden Pass LNG regasification facility and associated pipeline. The facilities
are currently being constructed on the Sabine-Neches Industrial Ship Channel northwest of Sabine Pass, Texas. Subject to the
negotiation of definitive agreements, ConocoPhillips will also secure capacity rights in the regasification terminal and pipeline to
manage the LNG we will purchase from Qatargas 3. In addition to the United States, other market alternatives for Qatargas 3
LNG production are being pursued. Despite sustaining some damage during Hurricane Ike, the Golden Pass LNG terminal is
expected to be operational in time to receive the first cargoes of Qatargas 3 production.

Libya

ConocoPhillips holds a 16.3 percent interest in the Waha concessions in Libya, which encompass nearly 13 million gross acres.
Net oil production averaged 47,000 barrels per day in 2008 and 2007.

Nigeria

During 2008, we produced from four onshore Oil Mining Leases (OMLs), in which we have a 20 percent nonoperator interest.
Net production from these leases was 21,000 barrels of liquids per day and 105 million cubic feet of natural gas per day in 2008,
compared with 19,000 barrels per day and 117 million cubic feet per day in 2007.

We have a 20 percent interest in a 480-megawatt gas-fired power plant in Kwale, Nigeria, which supplies electricity to Nigeria’s
national electricity supplier. In 2008, the plant consumed 11 million net cubic feet per day of natural gas sourced from our proved
reserves in the OMLs.

We have a 17 percent equity interest in Brass LNG Limited, which plans to construct an LNG facility in the Niger Delta.
Exploration

We drilled an exploration well in block OPL214 that did not confirm commercial quantities of hydrocarbons and was expensed
as a dry hole. Development planning activities for the prior Uge discovery in the same block continue. In the fourth quarter of
2007, we assigned our interest in OPL248 to a co-venturer. This assignment was formally acknowledged by the Nigerian
government in the third quarter of 2008.

Abu Dhabi

In July 2008, we signed an Interim Agreement with the Abu Dhabi National Oil Company (ADNOC) to develop the Shah gas
field in Abu Dhabi. This large-scale project involves the development of natural gas condensate reservoirs within the onshore
Shah gas field, the construction of a new 1-billion-cubic-feet-per-day natural gas processing plant at Shah, new natural gas and
liquid pipelines, and sulfur-exporting facilities at Ruwais. ADNOC would have a 60 percent interest and we would have a

40 percent interest in the project. We are currently working on final project agreements with ADNOC.

Algeria

We have interests in three fields in Block 405a: the Menzel Lejmat North field, the Ourhoud field, and the development stage El
Merk (EMK) oil field unit. Net production from these fields averaged 13,000 barrels of oil per day in 2008, compared with
11,000 in 2007.
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E&P—RUSSIA AND CASPIAN
Russia
Polar Lights

We have a 50 percent equity interest in Polar Lights Company, an entity created to develop fields in the Timan-Pechora Basin in
northern Russia. Net production averaged 11,000 barrels of oil per day in 2008, compared with 12,000 in 2007.

NMNG

We have a 30 percent ownership interest with a 50 percent governance interest in OOO Naryanmarneftegaz (NMNG), a joint
venture with LUKOIL. NMNG is working to develop resources in the northern part of Russia’s Timan-Pechora province,
including the Yuzhno Khylchuyu (YK) field. Initial production from YK was achieved in June 2008, with the field producing at a
net rate of 24,000 barrels of oil per day at year end. Net peak production of 45,000 barrels per day is expected to be reached in
the second quarter of 2009. Production from the NMNG joint venture fields is transported via pipeline to LUKOIL’s terminal at
Varandey Bay on the Barents Sea and then shipped via tanker to international markets. Late in the second quarter of 2008,
LUKOIL completed an expansion of the terminal’s gross oil-throughput capacity from 30,000 barrels per day to 240,000 barrels
per day to accommodate production from the YK field.

Caspian

In the Caspian Sea, we have an interest in the Republic of Kazakhstan’s North Caspian Sea Production Sharing Agreement
(NCSPSA), which includes the Kashagan field. The first phase of field development currently being executed includes
construction of artificial drilling islands with processing facilities and living quarters, and pipelines to carry production onshore.
First production is expected in the latter part of 2012. The initial production phase of the contract is for 20 years, with options to
extend the agreement an additional 20 years.

In 2004, the Republic of Kazakhstan approved the submitted development plan and budget relating to the Kashagan oil field
development and, in 2007, triggered dispute proceedings under the NCSPSA following submission of a revised development
plan and budget reflecting Kashagan cost increases and schedule delays. Definitive agreements were signed October 31, 2008,
resolving the Kashagan field development dispute and allowing Kazakhstan’s state-owned energy company, JSC National
Company KazMunayGas, to increase its ownership interest from 8.33 percent to 16.81 percent. As a result, our interest in the
NCSPSA was reduced from 9.26 percent to 8.40 percent, effective January 1, 2008. We will receive our share of the purchase
price plus accrued interest in three annual installments beginning from the date of first commercial production. In addition, a new
joint operating company, with significant involvement from the owners, was established and will operate future phases of
Kashagan. We will have seconded employees in the joint operating company.

Transportation

We have a 2.5 percent interest in the Baku-Thbilisi-Ceyhan (BTC) pipeline, which transports crude oil from the Caspian region
through Azerbaijan, Georgia and Turkey for tanker loadings at the port of Ceyhan.

Exploration

In October 2008, we signed a Memorandum of Understanding to negotiate terms for the exploration and development of the

N Block, located offshore Kazakhstan, under a new subsoil use contract. Subsequently, in December 2008, we signed a Heads of
Agreement that would give us a 24.5 percent interest in the exploration and development of the N Block. In addition,
development studies continue for the next phase of Kashagan and the satellite fields of Kalamkas, Kairan and Aktote.

E&P—OTHER
LNG

We have a long-term agreement with Freeport LNG Development, L.P. to use 0.9 billion cubic feet per day of regasification
capacity at Freeport’s 1.5-billion-cubic-feet-per-day LNG receiving terminal in Quintana, Texas. The terminal became
operational late in the second quarter of 2008. In order to deliver natural gas from the Freeport terminal to market, we
constructed a 32-mile, 42-inch pipeline from the Freeport terminal to a point near Iowa Colony, Texas. Construction was
completed in the second quarter of 2008 to coincide with the

13




Table of Contents

Freeport terminal startup. Due to present market conditions, which favor the flow of LNG to European and Asian markets, our
near-to-mid-term utilization of the Freeport terminal is expected to be limited. We are responsible for monthly process-or-pay
payments to Freeport irrespective of whether we utilize the terminal for regasification. The financial impact of this capacity
underutilization is not expected to be material to our future earnings or cash flows.

We received planning permission in 2008 for an LNG regasification facility and combined heat and power plant at the existing
Norsea Pipeline Limited oil terminal site at Teesside, United Kingdom.

Commercial

Our Commercial organization optimizes the commodity flows of our E&P segment. This group markets our crude oil and natural
gas production, using commodity buyers, traders and marketers in offices in the United States, the United Kingdom, Singapore,
Canada and Dubai.

E&P—RESERVES

We have not filed any information with any other federal authority or agency with respect to our estimated total proved reserves
at December 31, 2008. No difference exists between our estimated total proved reserves for year-end 2007 and year-end 2006,
which are shown in this filing, and estimates of these reserves shown in a filing with another federal agency in 2008.

DELIVERY COMMITMENTS

We sell crude oil and natural gas from our E&P producing operations under a variety of contractual arrangements, some of which
specify the delivery of a fixed and determinable quantity. Our Commercial organization also enters into natural gas sales
contracts where the source of the natural gas used to fulfill the contract can be the spot market or a combination of our reserves
and the spot market. Worldwide, we are contractually committed to deliver approximately 6 trillion cubic feet of natural gas and
119 million barrels of crude oil in the future, including approximately 800 billion cubic feet related to the minority interests of
consolidated subsidiaries. These contracts have various expiration dates through the year 2025. We expect to fulfill the majority
of these delivery commitments with proved developed reserves. In addition, we anticipate using proved undeveloped reserves
and spot market purchases to fulfill these commitments. See the disclosure on “Proved Undeveloped Reserves” in Management’s
Discussion and Analysis of Financial Condition and Results of Operations, for information on the development of proved
undeveloped reserves.
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MIDSTREAM

At December 31, 2008, our Midstream segment represented 1 percent of ConocoPhillips’ total assets. Our Midstream business is
primarily conducted through our 50 percent equity investment in DCP Midstream, LL.C, a joint venture with Spectra Energy.

The Midstream business purchases raw natural gas from producers and gathers natural gas through extensive pipeline gathering
systems. The gathered natural gas is then processed to extract natural gas liquids. The remaining “residue” gas is marketed to
electrical utilities, industrial users and gas marketing companies. Most of the natural gas liquids are fractionated—separated into
individual components like ethane, butane and propane—and marketed as chemical feedstock, fuel or blendstock. Total natural
gas liquids extracted in 2008, including our share of DCP Midstream, were 188,000 barrels per day, compared with 211,000 in
2007.

DCP Midstream markets a portion of its natural gas liquids to ConocoPhillips and Chevron Phillips Chemical Company LLC
under a supply agreement that continues until December 31, 2014. This purchase commitment is on an “if-produced, will-
purchase” basis and so has no fixed production schedule, but has had, and is expected over the remaining term of the contract to
have, a relatively stable purchase pattern. Under the agreement, natural gas liquids are purchased at various published market
index prices, less transportation and fractionation fees.

DCP Midstream is headquartered in Denver, Colorado. At December 31, 2008, DCP Midstream owned or operated 53 natural
gas liquids extraction and 10 natural gas liquids fractionation plants, and its gathering and transmission systems included
approximately 60,000 miles of pipeline. In 2008, DCP Midstream’s raw natural gas throughput averaged 6.2 billion cubic feet
per day, and natural gas liquids extraction averaged 360,000 barrels per day, compared with 5.9 billion cubic feet per day and
363,000 barrels per day in 2007. DCP Midstream’s assets are primarily located in the following producing regions of the United
States: Rocky Mountains, Midcontinent, Permian, East Texas/North Louisiana, South Texas, Central Texas, and Gulf Coast.

Outside of DCP Midstream, our U.S. natural gas liquids business included the following as of year-end 2008:
e A 25,000-barrel-per-day capacity natural gas liquids fractionation plant in Gallup, New Mexico.

e A 22.5 percent equity interest in Gulf Coast Fractionators, which owns a natural gas liquids fractionation plant in Mont
Belvieu, Texas (with our net share of capacity at 25,000 bar