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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

ANNUAL REPORT AND FINANCIAL STATEMENTS 2009

Board of directors: P C Warwick
N G Lee
S Vaage
D E Chenter
R H Anderson
A D Hastings
C W Conway

Directors’ report

The directors present their annual report on the affairs of the company, together with the finanaal statements and
auditor’s report, for the year ended 31 December 2009

Principal activities

The company ts a wholly owned subsidiary of ConocoPhillips Holdings Limited  The company’s ultimate parent
company is ConocoPhillips, an internattonal, integrated energy company listed on the New York Stock Exchange

The prninapal activities of the company comprise the exploration for, and the development and preduction of crude
oIl and natural gas resources Iin the United Kingdom and on the United Kingdom continental shelf, and the
processing and marketing of hydrocarbon products

The directors are not aware, at the date of this report, of any likely major changes in the company’s principal
activities In the next year

Business review

The company has traded profitably during the year and it 1s the intention that the principal activities of the company
will continue for the foreseeabie future

The profit for the year was £81 0 nullion (2008 £189.9 milhen) The company patd an ordinary dividend of £105 0
million (2008 £175 0 million) and a preference dividend of £1 8 millilon (2008 £1 6 million) The resulting surplus
was transferred to distributable reserves

The company’s balance sheet, on page 9, of the financal statements, shows the company has net assets of £235.2
milhon (2008 £25% 2 million) The movements on the company’s reserves comprise the profit for the year and the
payment of ordinary dividends.

The company has many performance indicators 1n place measuring Health, Safety and Environment to ensure that it
continues to build on a legacy of strong commitment and performance. Safety of personnel, coupled with a
responsible pro-active approach to managing the envircnment 1s core to the company’s business The ultimate
financial impact ansing from environmental policies, laws and requlations 1s difficult to determine as current and
new standards continue to evolve




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Directors’ report (continued)
Business review (continued)

Under s417 of the Companies Act 2006, the directors are required to disclose the company's financial and non
financial Key Performance Indicators ConocoPhilips manages its operations at a segmental and geographical level
For this reason the company’s directors believe that the disclosure of Key Performance Indicators for this company
IS not necessary or appropriate for an understanding of the development, performance or position of the business
The performance of the ConocoPhillips group, which includes this company, 1s discussed within the annual report of
the ultimate parent undertaking, ConocoPhallips

There were no significant events ansing after the balance sheet date
Principal nsks and uncertainties

The principal nsks and uncertainties facing the company are those that impact profitabiity The company operates
mn the worldwide crude ol and natural gas markets, and as such, 1s exposed to fluctuations in crude oIl and gas
prices  Generally, the ConocoPhillips’ group policy Is to remain exposed to market prices of commodities, however,
executive management may elect to use denvative instruments to hedge the price risk of natural gas and crude ol
production

Another significant factor that can affect profitability 1s asset impairment The company’s investment in fixed assets
can become impaired when reserve estimates are revised downward or when commodity prices decline significantly
for long periods of time  Following an impairment review management do not believe there 1s any impairment in
the asset value

The nisks and uncertainties facing the ConocoPhillips group, which tncludes this company, are discussed within the
annual report of the ultimate parent undertaking, ConocoPhillips

Financial risk management objectives and policies
Commodity price risk

The company operates in the worldwide crude ol and natural gas markets, and 15 exposed to fluctuations in the
prices for these commodittes Generally, the ConocoPhillips group policy I1s to remain exposed to market prices of
commeodities, however, executive management may elect to use dervative instruments to hedge the price nsk of
crude oil and gas preduction

The group’s commercial organisation uses futures, forwards, swaps and options in various markets to accomplish
the following objectives

» Balance physical systems In addition to cash seftlement prior to contract expiration, exchange traded
futures contracts may also be settled by physical delivery of the commodity, providing another source of
supply to meet marketing demand,

+ Manage the risk to the company’s cash flows from price exposures on specific crude ol and natural gas
transactions,

« Enable the use of market knowledge gained from these activities to do a limited amount of trading not
directly related to the company’s physical business For the years ended 31 December 2009 and 2008, the
gans and losses from this activity were not material to the company’s cash flows or tncome from continuing
operations

The company engages the services of an affihate company, ConocoPhillips Lirmited, to enter into nsk management
transactions on its behalf The affihate company’s commercial organisation uses futures and swaps I1n vanous
markets to manage the nsk to cash flows from price exposures on specific crude ol transactions




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Directors’ report (continued)
Financial risk management objectives and policies (continued)

Interest Rate Risk

The company may be exposed to interest rate risk resulting from the company’s loan and banking arrangements.
The interest charged on the company’s loans 1s hinked to LIBOR and therefore 1s exposed to movements In UK rates
The company does not comprehensively hedge its exposure to interest rate changes although the company may
selectively hedge exposure to interest rate nsk

Foreign Currency Risk

The company may be exposed to foreign currency exchange rate risk resulting from entering into certain
transactions denominated in currencies other than GBP Sterling The company does not comprehensively hedge its
exposure to currency rate changes, although the company may selectively hedge exposures to foreign currency rate
rnisk

Going concern

There are no material uncertainties relating to events or conditions that may cast significant doubt about the ability
of the company to continue as a going concern

The company’s business activities, together with the factors likely to affect its future development, its financial
position and 1ts exposure to price and Interest rate nsk are described within this Directors’ Report

The company’s assets are expected to generate positive cash flows for the foreseeable future The company has
significant financial resources and tagether with financial forecasts and production budgets the directors believe that
the company ts well placed to manage its business and financial rsks for the foreseeable future The company
participates in the group’s centralised cash peoling arrangements and so shares banking arrangements with other
ConocoPhillips affihates The iquidity of the cash pool 1s underwntten by ConocoPhillips Company

After making enquinies, the directors have a reasonable expectation that the company has adequate resources to
continue n operation for the foreseeable future., Accordingly, they continue to adopt the going concern basis In
prepanng the financia! statements

Dividends

The company paid dividends to ordinary shareholders during the year of £105 0 milion (2008 : £175 0 million)

The dividends on the 5 75% redeemable preference shares, amounting to £1 8 mullion (2008 £1 € million), were
paid throughout the year

The directors did not recommend a final dividend for the year ended 31 December 2009.

On 19 February 2010 the company paid a dividend to ordinary shareholders of £65 0 million




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Directors’ report (continued)
Directors
The directors, who served throughout the year except as noted, were as follows

P C Warwick

T W Fredin {resigned 31 January 2010)

C Gautrey (resigned 7 September 2009)
A R Hallwell {resigned 5 March 2010)

N G Lee

S Vaage

D A V Farthing (resigned 9 Octcber 2009)
J M Warrender (resigned 9 October 2009)
A W Kennedy (resigned 3 Apnl 2009)

R H Anderson {(appointed 7 September 2009)
D E Chemer (appointed 9 October 2009)
A D Hastings (appointed 9 October 2009)
C W Conway (appointed 9 April 2010)

Auditors
Each of the persons who 1s a director at the date of approval of this report confirms that

» 5o far as the director 1s aware, there 15 no relevant audit information of which the company’s auditors are
unaware, and

+ the director has taken all steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to estabiish that the company’s auditors are aware of that
information

This confirmation 1s given and should be interpreted tn accordance with the provisions of s418 of the Companies Act
2006

Pursuant to s386 of the Companies Act 1985, an elective resolution was passed dispensing with the requirement to
appoint auditors annually This election was In force immediately before 1 October 2007, therefore Ernst & Young
LLP are deemed to continue as auditors

Approved by the Board and signed on 1ts behalf by

) VS P,

R H Anderson
Director

\ July 2010

Registered office
Portman House

2 Portman Street
London

WiH eDU




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Statement of directors’ responsibilities

The directors are responsible for prepanng the Directors’ Report and the financial statements in accordance with
applicable taw and regulations

Company law requires the directors to prepare the financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of
the affairs of the company and of the profit or loss of the company for that period In preparing these financial
statements, the directors are required to

s select suitable accounting policies and then apply them consistently,
make judgments and accounting estimates that are reasonable and prudent;

+ state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t 1s Inappropriate to presume that the
company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the company and hence taking reasonable steps for the prevention and
detection of fraud and other irregulanties




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CONOCOPHILLIPS
PETROLEUM COMPANY U.K. LIMITED

We have audited the financial statements of ConocoPhillips Petroleum Company U K Limited for the year ended 31
December 2009 which comprise the Profit and Loss Account, the Balance Sheet and the related notes 1 to 23 The
financial reporting framework that has been applied in their preparation 1s applicable law and United Kingdorn
Accounting Standards (United Kingdem Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor's report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors

As explained more fully In the Directors’ Responsibilities Statement, set out on page 5, the directors are responsible
for the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibility 1s to audit the financial statements 1n accordance with applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audit invelves obtaining evidence about the amounts and disclosures n the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud
or error  This includes an assessment of whether the accounting pohcies are appropnate to the company’s
crcumstances and have been consistently applied and adequately disclosed, the reasonableness of significant
accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on the financial statements
In our opimien the financial statements

= give a true and fair view of the state of the company’s affairs as at 31 December 2009 and of its profit for
the year then ended,

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

« have been properly prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opimion the information given 1n the Directors” Report for the financial year for which the financial statements
are prepared is consistent with the financial statements




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF CONOCOPHILLIPS
PETROLEUM COMPANY U.K. LIMITED (continued)

Matters on which we are required to report on by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you If, in our opinion

« adequate accounting records have not been kept, or returns adequate for our audit have not been recewved
from branches not visited by us, or
the financial statements are not in agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit

Gﬂ5+ t+ L?ot_,«\j L2

Moira Ann Lawrence

Senior Statutory Auditor

For and on behaif of Ernst & Young LLP
Statutory Auditor

Aberdeen

gJUi—U) 2010




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Profit and loss account
For the year ended 31 December 2009

2009 2008

Note £000 £'000

Turnover 1 1,063,454 1,649,599
Cost of sales (897,559) (1,260,131)
Operating profit 2 165,895 389,468
Income from shares in associated undertaking 7,318 5,072

Profit on ordinary activities before interest and

taxation 173,213 394,540
Interest receivable and similar income 5 2,172 24,160
Interest payable and similar charges 6 (10,723) (17,839)
Profit on ordinary activities before taxation 164,662 400,861
Tax on profit on ordinary activities 7 (83,648) {210,993)
Profit for the financial year 18 81,014 189,868

All recognised gains and losses are included n the profit and loss account and all activities related to continuing
operations




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Registered number: 792712

Balance sheet
At 31 December 2009

Fixed Assets
Intangible assets
Tangtble assets
Investments

Current Assets
Stocks
Debtors
- due within one year
- due out with one year
Cash at bank and n hand

Creditors - amounts falling due within one year
Provisions for liabilities

Net current assets

Total assets less current liabilities
Creditors — amounts faliing due after one year
Provisions for liabilities

Net assets

Capital and reserves

Called up share capital

Share premium

Capital contnbution

Profit and loss account

Shareholder’s funds

Note

10
11
12

13

14
14

15

16

15

16

17
18
18
18

19

2009 2008
£000 £000
43,933 47,237
229,608 212,342
32,034 31,965
305,575 291,544
10,781 7,484
662,092 405,419
40,000 40,003
124,157 194,342
837,030 647,248
(645,903) (443,442)
(323) (323)
190,804 203,483
496,379 495,027
(32,092) (32,092)
(229,110) (203,772)
235,177 259,163
57 57
28,517 28,517
585 585
206,018 230,004
235,177 259,163

The financial statements were approved by the Board of Directors and authonsed for 1ssue on 1 July 2010 and

signed on 1ts behalf by,

W

R H Anderson
Director

V3uly 2010




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Statement of accounting policies
For the year ended 31 December 2009

The principal accounting policies are summansed below. They have all been applied consistently throughout the
year and the preceding year

Basis of preparation

The financial statements have been prepared under the historical cost convention and 1n accordance with applicable
United Kingdom accounting standards and the Statement of Recommended Practice "Accounting for ol and gas
exploration, development, production and decommissioning activities” (“the SORP"}, except of certain provistons of
the SORP as detailed below

The financial statements have been prepared in accordance with the provisions of the SORP currently in effect,
except in respect of the valuation of crude ol overlifts/underhfts, the depreciation policy for production and
development costs and the disclosure of reserves The SORP recommends that crude ol averlifts/underhifts should
be valued at market value, whereas the company values its stock of crude ol overliftsfunderhfts at the lower of
production cost, calculated on an average basis, and net realisable value This 1s consistent with corporate policy
and the company beheves It is appropriate to recognise profit at the point of sale The SORP recommends that the
cost element of the unit of production amortisation calculation for well costs should be the costs incurred to date
together with the estimated future development costs of obtatning access to all the reserves included in the unut of
production calculation The company behleves that using estimated future development costs to compute
amortisation rates can introduce a subjective element into the financial accounting and reporting process and
therefore, consistent with corporate policy, only costs incurred to date are amortised on the basis of proved
developed reserves (future capital expenditure and proved undeveloped reserves are excluded from the calculation)
The company has not made reserves disclosures on the basis that these are commercially sensitive  Reserve
disclosures are made In the financial statements of the company’s ultimate parent company, ConocoPhillips, for the
ConocoPhtllips group worldwide.

In accordance with FRS1 (5) (revised) "Cash flow statements” the company has taken advantage of the 90% owned
subsidiary exemption and not presented a cash flow statement The company’s cash flows are included in the cash
fltow statement prepared by its ultimate parent company, ConocoPhillips

Basis of consolidation
The company 1s exempt from preparing consolidated financial statements by virtue of section 400 of the Companies
Act 2006

Intangible assets
Intangible assets are included at cost and are amortised over their estimated useful economic lives

Tangible fixed assets

Al capitalised costs including license and concession costs associated with developed properties are considered to
be tangible costs for the purpose of these financial statements Such costs are amortised on a unit-of-production
basis which 1s calculated to wnte off the book value of each field in line with the depletion of total proved reserves,
or proved developed reserves for well costs Where tangible fixed assets comprise two or more major componernts
with substantially different useful economic lives, each component 1s accounted for separately for depreciation
purposes and depreciated over its individual useful economic Life

Other tangible assets, excluding freehold land, are depreciated at rates between 10% to 33 1/3%, which are
calculated to write off their cost by equal annual instalments over their estimated useful lives.

10




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Statement of accounting policies (continued)
For the year ended 31 December 2009

Impairment of fixed assets

Fixed assets used in operations are assessed for impairment whenever changes in facts and circumstances indicate
a possible significant deterioration in the future cash flows expected to be generated Where the sum of the
discounted pre-tax cash fiows 1s less than the carrying value of the asset, the carrying value 1s wntten down to
estimated fair value Assets are grouped for impairment purposes at the lowest level for which there are identifiable
cash flows that are largely independent of the cash flows of other assets

The fair value of impaired assets 1s determined based on the present values of expected future cash flows using
discount rates The discount rates used equate to the rate of return that the market would generally expect from
equally nsky investments

The expected future cash flows used for impairment reviews are based on estimated future production volumes,
prices and costs, considenng all avallable evidence at the date of review

Investments
Fixed asset investments are stated at cost less provisions for diminution in value

Investments are assessed for impairment whenever changes In the facts and circumstances indicate a loss 1n value
has occurred which is other than a temporary dechne in value

Stocks

Under or overlift of production compared to the company’s entitlement 1s stated at the lower of production cost,
calculated on an average basis, and net realisable value and the amounts are reflected in current assets or current
liabilities respectively. Other stocks, including warehouse stock, are vatued at average cost

Taxation
Current taxation, including UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or
recovered) using tax rates and law that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s recognised In respect of all timing differences that have onginated but not reversed at the balance
sheet date where transactions or events that result in an obligation to pay more tax in the future or a rnight to pay
less tax in the future have occurred at the balance sheet date Timing differences are differences between the
company's taxable profits and its results stated in the financial statements that anse from the inclusion of gains and
losses I1n tax assessments in penods different from those 1n which they are recognised in the financial statements

A net deferred tax asset i1s regarded as recoverable and therefore recognised only to the extent that, on the basis of
all avallabie evidence, 1t can be regarded as more likely than not that there will be sufficient taxable profits from
which the future reversal of the underlying timing differences can be deducted

Deferred tax 1s not recognised when fixed assets are revalued unless, by the balance sheet date, there 15 a binding
agreement to sell the revalued assets and the gain or loss expected to arise on sale has been recognised in the
financial statements Neither is deferred tax recognised when fixed assets are sold and i1t 1s more likely than not
that the taxable gain will be rolied over, being charged to tax only if and when the replacement assets are sold

Deferred tax 1s measured at the average rates that are expected to apply Iin the periods in which the timing

differences are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted
by the balance sheet date Deferred tax 1s measured on an undiscounted basis

11




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Statement of accounting policies (continued)
For the year ended 31 December 2009

Petroleum revenue tax

The charge for petroleum revenue tax (PRT) forms part of the taxation charge in the profit and loss account It s
calculated on a perniod-by-period basis with reference to the operating income of chargeable fields, PRT allowances
utiised and timing differences ansing 1n the pertod

Decommissioning

Prowvision for the future cost of decommissioning oil and natural gas production related facihities is recognised n full
in the penod in which the legal obligation s incurred  When the lhability s inttially recorded, this cost 1s capitalised
by Increasing the carrying value of the related tangible fixed assets

The amount recognised I1s the present value of the estimated future expenditure determined in accordance with
statutory conditions and requirements The provision increases as the discount factors applied 1n calculating the
present value of estimated future expenditure unwind The unwinding of the discount is included within interest
payable in the profit and loss account The capitalised cost 1s depreciated as part of the overall capital costs of the
related assets,

Revenue recognition

Revenues associated with the production of crude oil and natural gas properties are recognised based on the actual
volumes sold during any pericd Volumes sold are recognised when title passes to the customer, which 1s when the
risk of ownership passes to the purchaser and physical delivery occurs, either immediately or within a fixed delivery
schedule that Is reasonable and customary in the industry

Qil/gas field expenditure

Expenditure on acquiring unproved properties and explonng for and developing oil/gas reserves 1s, in general,
capitahsed and amortised over the life of the field on a umt-of-production basis  Only those costs that are directly
attributable to bringing the relevant assets into working condition for their intended use are capitalised Subsequent
expenditure 1s capitalised where such expenditure -

(1) Enbances the econoemic benefits of the asset In excess of its previously assessed standard of
performance or

{n) Replaces or restores a component of the asset that has been treated separately for deprecation
purposes and depreciated over its individual useful economic life or

() Relates to a major inspection or overhaul that restores the economic benefits of the asset that have
been consumed by the entity and have already been reflected in depreciation

Immediate wnte-offs are made in the following circumstances

(1)  Geological and geophysical expenses as incurred

(n) Expenditure on unproved properties to the extent that the value is considered to have been impaired by
the absence of successful dnlling resuits

() Costs of those exploratory wells which have been determined as being dry holes

{tv) Subsequent expenditure undertaken to ensure that the asset maintains its previously assessed standard
of performance, for example routine repairs and maintenance expenditure.

Receipts and payments in respect of unitisations and redeterminations are credited or charged to the respective
fixed asset accounts when the new partner shares have been formally agreed.

Fareign currency

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction Monetary assets and
habilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet
date All dfferences are taken to the profit and loss account.

12




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Statement of accounting policies (continued)
For the year ended 31 December 2009

Operating leases
Rentals paid under operating leases are charged to the profit and loss account in the penod in which they arise

Derivative instruments

The company, through arrangements with an affihate company, ConocoPhillips Limited, uses derivative instruments
to hedge the effects of fluctuations 1n the price of crude od. Any gains or losses ansing from cormmodity derivative
contracts are recognised in the profit and loss account in line with the underlying sales transaction

Share based payments

The company has applied the requirements of FRS20 “Share based payments” FRS20 requires that the entity
receiving the benefit of service should recognise an expense relating to share based payments irrespective of the
entity holds the employees contract of service All contracts of service are held within other group undertakings

All UK employees are ehgible to participate 1n the Share Incentive Plan The shares purchased by the employees are
ehigible for matching In accordance with FRS20, the company records an expense of obtaining the matching
shares to satisfy the terms of the Partnership Share Agreement for employees who provide services to the company

Certain eligible UK employees are awarded Restricted Stock Units as part of the Restricted Stock Programme
granted by ConocoPhillips The awards are held in escrow until the restrictions lapse The company records the
expense of obtaining the shares to satisfy its obligations to the employees who provide services to this company A
hability equal to the cost of obtaining the shares to satisfy the company’s obligations to 1ts employees 1s recognised
for each cash-settled share based payment

Related party transactions

In accordance with FRS 8(3) “Related party disclosures” the company has taken advantage of the wholly-owned
subsidiary exemption not to disclose related party transactions with members of the group

13




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements
For the year ended 31 December 2009

1.

2.

Turnover

Turnover represents the sales amounts derived from the company’s production of oIl and gas during the
year, crude trading and tanff income on a receivable basis, stated net of value added tax No significant
difference anises between the company’s share of production and its sales entitlement based on equity
ownership of its interests

Turnover and operating profit are principally attnbutable to the production and trading of hydrocarbons in
Europe An analysis of turnover 1s given below No further segmental analysis of operating profit 1s provided
as the directors believe that this could be senously prejudicial to the best interests of the company

2009 2008
£'000 £'000
Exploration and production activities 298,350 495,319
Crude trading 758,988 1,151,733
Cther income 6,116 2,547
1,063,454 1,649,599
Operating profit
Cperating profit 1s stated after charging
2009 2008
£000 £'000
Operating lease rentals
- land & buildings 67 134
Depreciation and amortisation
- owned assets 61,828 43,618
Exploration wnite off 3,366 6,766

14




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED
Notes to the financial statements (continued)
For the year ended 31 December 2009 |

3. Information regarding directors’ and employees

{a) Directors’ emoluments

2009 2008
£°000 £7000
Aggregate emoluments for qualifying services 271 156

At 31 December 2009, 8 directors were accruing benefits under a defined benefit pension scheme

(2008 9)
During the year, 2 directors exercised share options with respect to the shares of the parent company
(2008 5)
Emoluments of the highest paid director
2009 2008 w
£'000 £°000 ‘
Aggregate emoluments 141 156
Accrued penston at the end of the year 51 51

{b) Employees

The company had no employees in the current or preceding year All contracts of employment are
held with another group company

4. Auditors’ remuneration

2009 2008
£7000 £'000

Fees payable to the company’s auditors for the audit of the
company’s annual accounts Q0 a0

Fees paid to the company’s auditor, Ernst & Young LLP, for services other than the statutory audit of the
company are not disclosed within this company’s accounts as the consolidated accounts of the company’s
parent, ConocoPhillips Holdings Lirmited, are required to disclose non-audit fees on a consolidated basis

The auditors’ remuneration 1s barne by another group company

5. Interest receivable and similar income
2009 2008
£'000 £'000
Bank interest 360 9,422
Interest received from group companies 1,651 13,862
Other interest 161 876
2,172 24,160

15




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

6. Interest payable and similar charges
2009 2008
£000 £'000
Bank loans and overdrafts 44 9,938
Interest paid to group companies - 2
Unwinding of discount (Note 16} 8,767 6,281
Other interest 84 5
Dividends paid on preference shares 1,828 1,613
10,723 17,839
7. Tax on profit on ordinary activities
2009 2008
£'000 £°000
Current tax

UK corporation tax at 28% and 50% (2008 28.5% & 50%) 81,829 172,554
Adjustments in respect of prior periods (1,851) (5,280)
UK petroleurn revenue tax at 50% 8,003 47,028
Total current tax 87,581 214,302

Deferred tax
Orngination and reversal of timing differences (6,480) 4,358
Petroleum revenue tax at 50% (2008 50%) 2,147 (7,667)
Total deferred tax (4,333) (3,309}
Taxation on profit on ordinary activities 83,648 210,993

The following table provides a reconcihiation of the UK statutory corporation tax rate to the effective current
tax rate of the company on its profit before taxation

Factors affecting current tax charge

2009 2008

£'000 £000

Profit on ordinary activities before taxation 164,662 400,861
Current tax charge 87,981 214,302
Effective rate of current tax 53 4% 53 5%
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

7.

Tax on profit on ordinary activities (continued)

% profit before tax
UK corporation tax rate 28 0% 28 5%

Increase/{decrease) resulting from
UK ring fence corporation tax and supplementary

charge 21 0% 20 8%
Twning differences 30% (0 3%)
Adjustments I1n respect of prior perniods (1 0%) (1 4%)
Petroleum revenue tax (net of corporation tax) 2 4% 5 9%
Effective current tax rate 53 4% 53 5%

The statutory rate of UK corporation tax on profits other than North Sea ol & gas profits was 28% The
company expects that its total effective tax rate on profits will continue to exceed the UK statutory
corporation tax rate of 28% as a consequence of the supplementary charge and petroleum revenue tax
applying to its ring fence profits

Dividends on equity shares

Amounts recogrused as distributions to equity holders in the year

2009 2008
£000 £'000

Interim dividend for the year ended 31 December 2009 of £1,826 09
(2008 . £3,043 48) per ord:nary share 105,000 175,000
105,000 175,000

There are no proposed final dividends for the year ended 31 December 2009 (2008 Nil)

The company’s redeemable preference shares are included in the balance sheet as a hability and accordingly
the dividends payable on them are included in interest payable and similar charges

On 19 February 2010 the company paid dividends to ordinary shareholders of £65.0 milion
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

9.

Share based payments
Cash-settled share based payments

Share Incentive Plan

All UK employees are eligible to partictpate in the ConocoPhillips Share Incentive Plan Employees can
contnbute a portion of their pre-tax monthly salary The employee's contributions are then used to
purchase shares in the company’s ulbimate parent company, ConocoPhillips, at market value Contributions
up to 2 5% of base salary (2008 2 5%) are eligible for company matching on a “2 for 1" basis. The
matching shares must be left in the plan for at lease five years to qualify for tax rehef

To satisfy the group’s obligation under the Share Incentive Plan, the company recognised an expense of

2009 2008

£°000 £°000

Matching shares 505 486
No. No.

Number of issued ordinary shares 17,374 11,720
£ £

Average price of ordinary shares 1ssued 29 423 41 514

Restricted Stock Units

Certain ehgible UK employees are awarded Restricted Stock Units (RSUs) Each award 15 held in escrow
until the restrictions on the awards lapse When the restrictions iapse, the number of shares of unrestricted
stock, equal to the number of RSUs will be registered in the name of the employee and the RSUs will be
terminated

To satisfy the group’s obligations under the RSU award programme, the company recogmsed an expense of

2009 2008

£'000 £000

Restricted Stock Units 193 101
No. No.

Number of lapsed RSU awards and ordinary shares 1ssued 3,455 2,606
Exercise pnce of ordinary shares (£) 32 68 39 56
Exercise price of ordinary shares ($) 46 93 77 55
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

10.

11.

Intangible fixed assets

Total
£'000
Cost
At 1 January 2009 47,237
Additions 62
Exploration wiite off (3,366}
At 31 December 2009 43,933
Tangible fixed assets
Production
& Other
development operating
costs assets Total
£'000 £°000 £'000
Cost
At 1 January 2009 820,449 5,322 825,771
Additions 79,094 - 759,094
At 31 December 2009 899,543 5,322 904,865
Depreciation
At 1 January 2009 609,256 4,173 613,429
Charge n year 61,148 680 61,828
At 31 December 2009 670,404 4,853 675,257
Net book value
At 31 December 2009 229,139 469 229,608
At 31 December 2008 211,193 1,149 212,342
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

12. Fixed asset investments

Subsidiary Associated Total
undertakings undertakings
£'000 £°000 £°000
Cost
At 1 January 2009 29,737 2,228 31,965
Additions - 69 69
At 31 December 2009 29,737 2,297 32,034

Particulars of principal subsidiary undertakings:

ConocoPhillips Petroleum Chemicals UK Limited
ConocoPhillips OiIl {GB) Limited
ConocoPhithips Pension Plan Trustees Limited

Principal activities
Dormant
Dormant
Dormant

The campany holds 100% of the share capital and votung rights in each of the comparnies above

Particulars of associated undertakings:
Proportion of
shares and
voting rights
Norsea Pipeline Limited 29.26%

ConocoPhillips (U K ) Lemited 0 0004%

Principal activities

NGL plant eperation & crude otl stabilisation
through ws-subsidiary

Exploration, development, production & sale of
crude o, natural gas & natural gas liquids

Norsea Pipeline Limited and ConocoPhillips (U K } Limited are registered in England and Wales and the

Interests are held directly by this company

The company also holds ¢ 832% of the preference share capital of ConocoPhiliips (U.K ) Limited

The company 1s exempt from preparing consolidated financial statements by virtue of section 400 of the
Companies Act 2006, as the company 1s a wholly owned subsidiary of ConocoPhillips Holdings Limited, for

which conschdated financial statements are prepared

20




CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

13

14,

15.

Stocks

2009 2008

£'000 £000

Raw matenals and consurnables 10,781 7,484
Debtors

2009 2008

Within After one Within one After one

one year year year year

£°000 £'000 £'000 £°000

Trade debtors 170,131 - 90,128 -

Amounts owed by group companies 470,690 40,000 278,081 40,003

Amounts owed by related parties 2,421 - 29,477 -

Other debtors 15,033 - 7,382 -

Prepayments and accrued income - - 351 -

petroleum Revenue Tax 3,817 - - -

662,092 40,000 405,419 40,003

Amounts owed by group undertakings due after one year include an interest-bearing loan of £40.0 miihon
(2008 £40 0 mulion) which Is repayable in 2011 The interest rate 1s 3/8ths of 1% over LIBOR During
the year Interest of £1 4 mullion was charged and paid on the loan (2008 : £0 0 million) The outstanding

loan balance was repaid in February 2010

Amounts owed by related parties include an interest-beaning loan-of £nl million (2008 £10 7 million) which

was repaid on 2 January 2009 The interest rate was 3/8ths of 1% over LIBOR

Creditors

2009 2008
Within After one Within one After one
one year year year year
E£'000 £'000 £'000 £7000
Bank loans and overdrafts 440,264 - 234,378 -
Trade creditors 32,296 - 22,089 -
Amounts owed to group companies 111,055 - 133,005 -
Corporation tax 25,570 - 24,580 -
Accruals and deferred income 36,718 - 29,390 -
Preference share capital (Note 17) - 32,092 - 32,092
645,903 32,092 443,442 32,092
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the vear ended 31 December 2009

16. Provisions for liabilities

Decommissioning Deferred
provision taxation Total
£°000 £°000 £°000
At 1 January 2009 139,850 64,235 204,095
Changes 1n estimates of existing
obligations 5,300 - 5,300
New obligations 3,073 - 3,073
Adjustment for change in discount
rate 13,539 13,539
Unwinding of discount (Note 6} 8,767 - 8,767
Costs incurred on existing
obligations {1,008) - (1,008)
Credited to profit & loss account - (4,333) (4,333)
At 31 December 2009 169,531 59,902 229,433
(a) (b)
At 31 December 2009
Current 323 - 323
Non-current 169,208 59,902 229,110
169,531 59,902 229,433
At 31 December 2008
Current 323 - 323
Non-current 139,537 64,235 203,772
139,860 64,235 204,095

{a} At 31 December 2009, the provision for the future costs of decommussioning o and natural gas
production and related facilities was £169 5 mullion (2008 £139 9 million) The provision has heen
estimated using the present value of future decommissioning costs, inflated at 2 5% (2008 2 5%) and
discounted at 3.4% and 5 6% where settlement 15 expected within 10 years and after 10 years
respectively (2008 4 8% and 6 1%) Costs expected to be incurred within the next year have been
disclosed as current All other costs are not currently expected to be incurred within the next year
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED
Notes to the financial statements {(continued)
For the year ended 31 Decermber 2009

16. Provisions for hiabilities (continued)

(b) Deferred taxation

Restated
2009 2008
£'000 £000
Analysis of movements during the year
At 1 January 64,235 67,544
Profit and loss account (Note 7) (4,333) {3,309)
At 31 December 59,902 64,235
2009 2008
£'000 £'000
Analysis of provision
Accelerated capital allowances 126,931 117,340
Rolled over gatns 13,535 13,536
Abandonment (B4,766) (69,769)
Petroleum Revenue Tax {PRT) 4,202 3,128
59,902 64,235
17. Called up share capital
Allotted, called up and fully-paid 2009 2008
£000 £'000
57,500 ordinary shares of £1 00 each 57 57
Share capital classified as a liability under FRS25
500,000 class "B” cumulative redeemable
preference shares of US$100 each 32,092 32,092

The 500,000 class "B” cumulative redeemable preference shares, which were i1ssued at par in 1996, are

redeemable at any time upon one months notice from the company. They carry a fixed dividend of 5 75%
payable quarterly in arrears

The class "B” cumulative redeemable preference shares are denominated in United States dollars and carry
no voting nghts unless the preference dividend 15 10 arrears by six months or more They have no premium
paid on redemption They have preferential nghts over the ordinary shares to receive on winding up the
amount of US$100 per share together with the accrued dividend

The 1ssued preference share capttal of £32 1 milhon 1s classified as a financial liability under the
regutrements of FRS25 “Financial Instruments Disclosure and Presentation (Note 15)
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

18. Reserves
Profit &
Share Capital loss
premium contribution account
£'000 £'000 £°000
At 1 January 2009 28,517 585 230,004
Profit for the financial year - - 81,014
Dividends paid - - (105,000)
At 31 December 2009 28,517 585 206,018
19, Reconciliation of movements in shareholder’'s funds
2009 2008
£°000 £°000
Profit for the financial year 81,014 189,868
Dividends paid (105,000) {175,000}
Net (decrease)/increase to shareholder’s funds {23,986) 14,868
Opening shareholder’s funds 259,163 244,295
Closing shareholder’s funds 235,177 259,163
20. Financial commitments
(a) Capital commitments
At 31 December commitments for future capital expenditure were as follows
2009 2008
£000 £°000
Contracted but not provided for 4,316 17,836

{b) Operating lease commitments
At 31 December the following payments were committed to be made during the following year in
respect of non-cancellable operating leases

2009 2008
£'000 £'000

Land & buildings - operating leases which expire
- within one year - -
- between two and five years - 134
- after five years - -

- 134

The lease 1n respect of land & buildings was surrendered dunng the year
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

21.

22,

Derivatives not at fair value

The company has derivatives that it has not included in the financial statements at fair value The fair value

of dernvatives held at the year end are as follows

2009 2008
Asset Liability Asset Liability
£'000 £'000 £'000 £'000
Ol price contracts 1,566 - 1,323 -

The oil price contract hedge the price nsk on specific crude oil transactions and are through arrangements
with ConocoPhillips Limited, an affiliated company.

Related party transactions

In accordance with FRS 8 3(e) “Related Party Disclosures” the company has taken advantage of the wholly

owned subsidiary exemption nat to disclose related party transactions with members of the group
The company’s interests in associated undertakings are detalled in Note 12.

Other related parties and their relationship to the company are as follows*

Company name Relationship
Norpipe Petroleum UK Limited Common control
Norpipe OIl AS Common control

Transactions with related parties relating to recharged costs, on an arms length basis, are detailed below

Debtor/(Creditor)

Net Recharges at
to/(from}) 31 December
2009 2008 2009 2008
£'million E'million E'million  £'million
Norsea Pipeline Lirited 616 651 58 130
Norpipe Petroleum UK Limited 330 400 29 53
Norpipe Oil AS 11 09 g6 c5
Details of the company’s loans to related partes are as follows
Loan balance at
Interest received 31
December
2009 2008 2009 2008
E'million E£'million E£'million £'million
Norsea Pipeline Limited - - - 107

The loan balance was repaid on 2™ January 2009
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Notes to the financial statements (continued)
For the year ended 31 December 2009

23, Ultimate controlling party

ConocoPhilips, a company registered in Delaware, USA, which the directors regard as the company’s
ultimate parent undertaking with respect to the year to 31 December 2009, 1s the parent undertaking of the
largest group of undertakings for which group financial statements are drawn up and of which the company
i1s @ member Copies of the 2009 Annual Report may be obtained from 600 North Dairy Ashford, Houston,
TX 77079, USA

ConocoPhiilips Holdings Limited, a company registered in England is the parent undertaking of the smallest
group of undertakings for which group financial statements are drawn up and of which the company s a
member Copies of the financial statements may be obtained from Portman House, 2 Portman Street,
London, W1H 6DU
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THE FOLLOWING SUPPLEMENTARY
INFORMATION IS UNAUDITED
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CONOCOPHILLIPS PETROLEUM COMPANY U.K. LIMITED

Supplementary infermation on oil exploration & production activities - unaudited

This mformatian has been prepared n accordance with the provisions of the Statement of Recommended Practice —

Accounting for Oil and Gas exploration, devetopment, production and decommissioning activities

(a) Capitalised costs relating to oil & gas exploration and production activities as at 31 December:

2009 2008
£000 £'000
Gross capitalised costs
Proved properties 904,865 825,771
Unproved preoperties 43,933 47,237
948,798 873,008
Accumulated depreciation & amortisation (675,257) (613,429)
Net capitalised costs 273,541 259,579

(b) Pre-production costs incurred in oil & gas exploration and production activities as at 31

December:

2009 2008
£'000 £'000
Exploration & appraisal costs 24,115 36,090
Capitalised costs included in total above - 23,900

{c) Results of operations of oil & gas exploration and production activities as at 31 December:
2009 2008
£°000 £°000
Turnover 1,063,454 1,649,599
Production costs (B11,616) (1,204,323)
Exploration & appraisal costs (24,115) (12,190)
Depreciation & amortisation {61,828) (43,618)
165,895 389,468
Allocable taxes (87,459) (210,082)
Results of operations & production 78,436 179,386
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