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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This report includes forward-looking statements based on management’s current expectations relating to our operations and business plans. Examples of forward-
looking statements contained in this report include the scenarios used in our strategic planning process, including the underlying assumptions, the estimated impacts
on our business, including operating costs, revenues and cost of capital, and technology related to climate-related risks. Words or phrases such as “anticipate,” “estimate,”
"believe,” “budget,” “continue,” “could,” “intend,” “may,” “plan,” “potential,” “predict,” “seek,” “should,” “will,” “would,” “expect,” “objective,” “projection,” “forecast,” “goal,”
"guidance,” “outlook,” “effort,” “target” or similar expressions that convey the prospective nature of events or outcomes generally indicate forward-looking statements.
The reader should not place undue reliance on these forward-looking statements, which speak only as of the date of this report. These statements are not guarantees
of future performance as they involve assumptions that, while made in good faith, may prove to be incorrect, and involve risks, uncertainties and other factors, many
of which are beyond the company’s control and we cannot predict. Actual results could differ materially from anticipated results and reported results should not be
considered an indication of future performance. Factors that could cause results to differ include, but are not limited to: the impact of significant declines in prices
for crude oil, bitumen, natural gas, LNG and natural gas liquids; potential failures or delays in achieving expected reserve or production levels from future oil and
gas developments, including due to operating hazards, drilling risks and the inherent uncertainties in predicting reserves and reservoir performance; unsuccessful
exploratory drilling activities or the inability to obtain access to exploratory acreage; legislative and regulatory initiatives addressing environmental concerns, including
initiatives addressing the impact of global climate change or further regulating hydraulic fracturing, methane emissions, flaring or water disposal; reduced demand for
our products or the use of competing energy products, including alternative energy sources; substantial investment in and development of alternative energy sources,
including as a result of existing or future environmental rules and regulations; general domestic and international economic and political developments, including
changes in governmental policies relating to crude oil, bitumen, natural gas, LNG and natural gas liquids pricing, regulation or taxation; competition in the oil and gas
exploration and production industry; failures in risk management and other factors discussed in this report and described in Item 1A—Risk Factors in our 2018 Annual
Report on Form 10-K and any additional risks described in our other filings with the Securities and Exchange Commission (SEC). Unless legally required, ConocoPhillips
undertakes no obligation to update publicly any forward-looking statements, whether as a result of new information, future events or otherwise. Third-party scenarios
discussed in this report reflect the modeling assumptions and outputs of their respective authors, not ConocoPhillips, and their use or inclusion herein is not an
endorsement by ConocoPhillips of their likelihood or probability.

Cautionary Note to U.S. Investors — The SEC permits oil and gas companies, in their filings with the SEC, to disclose only proved, probable and possible reserves. We
use the term “resource” in this report that the SEC's guidelines prohibit us from including in filings with the SEC. U.S. investors are urged to consider closely the oil and
gas disclosures in our 2017 Form 10-K and other reports and filings with the SEC. Copies are available from the SEC and from the ConocoPhillips website.



CEO LETTER

With this report, ConocoPhillips is consolidating our climate-related disclosures to provide improved
accessibility and meet evolving reporting guidelines and rising stakeholder expectations. We have
transparently reported on our efforts to reduce our greenhouse gas (GHG) emissions and manage
climate-related risk since 2003, when we developed our Climate Change Position. This report

further aligns our reporting to the recommendations of the Task Force on Climate-related Financial
Disclosures to provide investors and the financial community with
information to evaluate our performance and progress.

We have the governance structure in place to manage climate-
related risks and opportunities throughout the organization, from
strategic planning to operating decisions. Our board of directors
plays an oversight role in climate-related strategic planning and
enterprise risk management, with our Executive Leadership Team
responsible for direct management and assisting our business
units in planning and implementation. Climate-related risks are
mapped to relevant enterprise risks, and our Climate Change
Action Plan includes line-of-sight goals for business units and

key functions.

Our current business strategy, including our asset portfolio mix
and capital allocation approach, has been tested and showed
resilience in a volatile and challenging marketplace. We have
managed through a severe industry downturn, emerging with greater efficiency, enhanced technical
capability and reduced cost of supply. We have also divested higher-emission-intensity assets such as
oil sands and some older natural gas fields.

Chairman and CEO Ryan Lance

Consumer choices, government policies and technology advances will drive many possible pathways
to a lower-carbon transition. We integrate climate-related risk scenarios into our strategic planning
process to test our portfolio and we utilize annual GHG price forecasts for long-range planning and
project evaluation. Consideration of these scenarios and monitoring of emerging issues provide the
ability to manage risk, optimize opportunities and respond effectively to uncertainties. We believe
that this capacity, along with our capital and portfolio flexibility and strong strategic planning process,
equips us to manage long-term transitions in energy markets.

As we go about our primary mission of competitively delivering reliable, affordable and sustainable
energy to meet demand, we aspire to be a leader in managing climate-related risk. We believe we have
the governance structure, strategy, risk management processes and engagement approach that will
enable us to achieve these goals and provide disclosure that transparently tracks our performance.

/;;d_q I, L ance

Ryan Lance
Chairman and Chief Executive Officer
February, 2019
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INTRODUCTION
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This is the first consolidated climate change report for
ConocoPhillips. It is aligned with the four central themes
of the Task Force on Climate-related Financial Disclosures

(TCED) recommendations — Governance, Strategy, Risk
Management and Metrics and Targets.

The purpose of the report is to describe:

« Our climate-related risk governance from the board of
directors, through executive and senior management,
to the implementation levels in our business units.

- How we integrate climate-related risk considerations
into our corporate strategy and business unit goals.

- How we identify, assess, characterize and manage
climate-related risks.

« Key metrics and targets that demonstrate our perfor-
mance and progress in managing climate-related risks.

Structure of the report

We have addressed the TCFD recommendations in order
to provide better understanding of our processes and
integrated decision-making. Following the TCFD recom-
mendations leads necessarily to repetition. For example,
we address the use of scenarios in the Strategy section
where they inform our strategy and in Risk Management
where they inform our risk assessment.

Engagement

We engaged in development of the TCFD recommenda-
tions from the outset through the consultation process,
our membership in IPIECA, the oil and gas industry
association for environmental and social issues, and
through participation in panels and workshops with key
stakeholders. Senior management and, when necessary,
board members also remain engaged with investors and
the financial sector to share perspectives and progress
on effective disclosure of climate-related risks and
opportunities.

We are committed to continuing that discussion and
look forward to working with the TCFD and industry to
implement, build on and refine the framework over time,

while protecting proprietary or commercially sensitive
company information. We see the publication of this
report as a constructive step in that process.

An important disclosure issue requiring further engage-
ment is the use of scenario planning as a tool to charac-
terize and disclose comparative financial risk. We believe
different 2-degree scenarios that depict a wide range of
future possibilities should be used to facilitate strategic
planning, not as reference scenarios to compare compa-
nies. The key to scenario planning is the use of a wide-
enough range so that uncertainty can be characterized,
rather than trying to correctly guess specific future
variables or parameters. For example, addressing market
price uncertainty has led us to significantly change our
portfolio, capital flexibility and cost structure over a short
period of time. This illustrates how misleading it can

be to compare companies based on a static view of a
current portfolio that will continue to change, to a single
‘reference” scenario of the thousands that are possible.
We believe that the thoughtful application of scenarios
in strategic planning is core to a company’s ability to
navigate future uncertainty and is a practical way of con-
veying this information in a decision-useful manner.

Reporting scope

The report’s discussion of governance, risk management
and strategy is current as of the end of 2018. Data pre-
sented in the report is up to Dec. 31. 2017, except where
noted. Data to Dec. 31, 2018 and additional information
will be updated on our website.

Feedback

We welcome your feedback on our approach to scenario
planning or any other content in this report. If you have
comments, suggestions or questions, please send them
to our Sustainable Development team at SDTeam@
ConocoPhillips.com.

Find additional content
throughout this report
by clicking on these icons.

Web Video Document
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GOVERNANCE FRAMEWORK

-
Governance Framework

We have a comprehensive climate-related risk gover-
nance framework that extends from the board of direc-
tors, through executive and senior management, to the
working levels in each of our business units.

Board oversight

The ConocoPhillips Board of Directors oversees our
position on climate change and related strategic
planning and risk management policies and procedures,
including those for managing climate-related risks and
opportunities.

The board delegates certain elements of its climate
oversight functions to one or more of its five standing
committees: Executive, Audit and Finance, Human
Resources and Compensation, Directors’ Affairs, and
Public Policy. Each committee, other than the Executive
Committee, is made up of independent directors and
convenes at least quarterly.

The Audit and Finance Committee (AFC) mandate
includes enterprise risk management (ERM). The AFC facil-
itates appropriate coordination among the committees
to ensure that our risk management processes, including
those related to climate change, are functioning properly
with necessary steps taken to foster a culture of prudent
decision-making throughout the company. The AFC
receives annual updates on how enterprise risk is being
addressed, mitigated and managed across the company,
including climate-related considerations that influence
market, reputational, operational and political risks within
the ERM system.

The Public Policy Committee (PPC) is responsible for

identifying, evaluating and monitoring climate-related
trends and risks that could affect business activities and
performance. The PPC reviews sustainable development
(SD) as a standing agenda item, including briefings and
discussions on SD strategic priorities to advance the SD
risk management process, implementation of the green-
house gas (GHG) emissions intensity reduction target,
and the use of reporting and disclosure frameworks such
as the Task Force on Climate-related Financial Disclosures
(TCFD). Other topics include climate-related risk scenarios
and climate-related risk management strategy imple-
mentation. Issues considered by the PPC are regularly
reported to the full board.

“The board regularly addresses climate-related matters. This includes in-depth
engagement through the ConocoPhillips strategic planning process, consideration
of climate-related risk scenarios and the inclusion of climate-related risk in enterprise
risk management. We ensure that we have the information required to evaluate
climate-related risk through periodic briefings by external experts and by engaging
with investors and key stakeholders to gain their input and feedback.”

—Board Public Policy Committee Chair Jody Freeman

ConocoPhillips Climate Change Report
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Other board committees also address climate-related
issues. The Human Resources and Compensation

Committee oversees executive compensation and
performance-based components, including sustainabil-
ity performance. Annual incentive programs promote

Board Skills and Qualifications Align with

Long-Term Business Strategy

Committees

achievement of strategic milestones and objectives that
address stakeholder issues essential to sustaining excel-
lence in environmental and social performance. In 2017,
executives were recognized for maintaining our focus on
sustainability, including climate-related scenario planning

@ CEO or senior officer

Environmental/
sustainability

@ Financial reporting

@ Industry

@) dlobal
®
©),

Regulatory/
government

Public company
board service

@ Technology

Charles E. Bunch e Audit and Finance Committee

Former Chairman and CEQ of * Committee on Directors’ Affairs °® PY S S S
PPG Industries, Inc.

Caroline Maury Devine * Audit and Finance Committee

Former President and Managing Director * Public Policy Committee P P S S S ° °
of a Norwegian affiliate of ExxonMobil

John V. Faraci * Audit and Finance Committee (Chair)

Former Chairman and CEO of * Human Resources and Compensation Committee ® ® ® ® ®
International Paper Co. « Executive Committee

Jody Freeman * Committee on Directors’ Affairs

Archibald Cox Professor of Law at * Public Policy Committee (Chair) PY PY P

Harvard Law School * Executive Committee

Gay Huey Evans, OBE * Audit and Finance Committee

Deputy Chairman, Financial * Public Policy Committee P ° ° °
Reporting Council

Jeffrey Joerres * Auditand Finance Committee

Retired Chief Executive Officer and Executive ~ * Committee on Directors’Affairs PY PY PS PS S
Chairman of ManpowerGroup Inc.

Ryan M. Lance * Executive Committee (Chair)

Chairman and CEO of ConocoPhillips Y ° ° ° °
William McRaven * Audit and Finance Committee

Retired U.S. Navy Admiral * Human Resources and Compensation Committee P PY PY
Sharmila Mulligan * Audit and Finance Committee

Founder and CEO of ClearStory Data Inc. * Human Resources and Compensation Committee P ° P
Arjun N. Murti * Audit and Finance Committee

Senior Advisor at Warburg Pincus * Public Policy Committee ° S S

Robert A. Niblock * Human Resources and Compensation Committee (Chair)

Chairman, President and CEQ of Lowe’s » Committee on Directors’ Affairs °® PY S
Companies, Inc. * Executive Committee

Harald J. Norvik  Human Resources and Compensation Committee

Former Chairman, President and * Committee on Directors’ Affairs (Chair) ° ° ° P P P
CEO of Statoil « Executive Committee

The ® indicates that the item is a specific qualification, characteristic, skill or experience that the director brings to the board. The lack of a ® for an item does not mean that

the director does not possess that qualification, characteristic, skill or experience. We look to each director to be knowledgeable in these areas.
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GOVERNANCE FRAMEWORK

and strategy, and setting a long-term GHG emissions
intensity reduction target.

Executive management

The Executive Leadership Team (ELT) manages day-to-
day climate-related risks and opportunities and assists
the businesses in implementing climate-related plans.
Responsibility for managing climate-related issues rests
with the chief operating officer (COO) and the senior
vice president (SVP), Government Affairs, who report
directly to the chief executive officer. The COO serves

as the ELT's climate change champion, with overall
accountability for corporate planning and development,
including corporate strategy and long-range planning.
The SVP, Government Affairs, is responsible for public
policy positions and engagement with government on
climate-related public policy. These executives are briefed

Governance Structure

quarterly on emerging climate-related issues, strategic
priorities and the Climate Change Action Plan in order to
understand their implications and represent them to the
ELT on an as-needed basis. The briefings also include our
three regional presidents, who oversee our global opera-
tions and environmental performance, including setting
business unit goals for GHG emissions, implementing
action plans and reporting GHG emissions.

Climate-related risks are communicated and integrated
into strategy through the SD risk management process
and ERM system. Climate-related risks from the corporate
SD Risk Register are mapped to relevant enterprise risks.
Owners of these enterprise risks, who are ELT members or
senior managers, are briefed on the risks and our mitiga-
tion activities. Enterprise risks are then presented to the
Audit and Finance Committee of the board.

Board of Directors

Public Policy Commitee

A

Executive Leadership Team (ELT)

ELT Champion for Climate Change

V A

Sustainable Development Leadership Team (SDLT)

Sustainable Development Team

V A

Health, Safety & Environment Leadership Team (HSELT)

Environmental Assurance Group

V A

Business Units (BU)

BU leadership teams, subject-matter experts and Global Climate Change Issue Working Group

ConocoPhillips Climate Change Report



GOVERNANCE FRAMEWORK

Organizational management

Leadership teams

The Sustainable Development Leadership Team (SDLT) is
comprised of global business unit presidents and func-
tional department heads. Chaired by the global head,
Sustainable Development, the SDLT provides consultation
and approval for SD focus areas, goals, priorities, action
plans and results. The Health, Safety and Environment
Leadership Team (HSELT) is made up of global leaders
within the function and the global head of Sustainable
Development. Chaired by the vice president (VP), Health,
Safety and Environment, it reviews HSE performance

and drives implementation of company-wide initiatives,
including implementation of the GHG emissions intensity
reduction target. Strategic planning, goalsetting, imple-
mentation performance and reporting for climate-related
risk are reviewed by the SDLT and HSELT.

Sustainable development team

Within Corporate Planning and Development, the SD
team is responsible for informing the ELT and board of
long-term climate-related risks and opportunities for our
business and ensuring that these issues are integrated
appropriately into strategic decisions. The SD group
reports to the VP, Corporate Planning and Development,
who reports to the COO. The Global Head, Sustainable
Development, chairs the SDLT, sits on the HSELT and
leads the standing SD agenda item for the PPC.

GHG intensity target — In 2017, the board
endorsed a long-term target to reduce our
GHG emissions intensity between 5 and

15 percent by 2030, from a Jan. 1, 2017 baseline.
This goal demonstrates our commitment to
GHG emissions reductions and managing
climate-related risks and issues throughout the
business. It also ensures that appropriate risk
management discussions occur throughout the

lifecycles of our assets.

ConocoPhillips Climate Change Report
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Health, safety and environment

The SD team works closely with the Environmental
Assurance group within HSE to ensure that climate-re-
lated risks and opportunities are identified and moni-
tored by our business units and environmental metrics
are provided for public disclosure. The groups collaborate
to ensure that the requisite climate risk tools, processes
and procedures are developed and integrated into the
company’s HSE Management System. The Environmental
Assurance group reports to the VP, HSE, who reports to
the COQ.

Climate Change Issues Working Group (CCIWG)

The CCIWG is an internal global cross-functional group
of subject-matter experts that meets quarterly to discuss
the external context for climate-related risk, including:

- Legislative and regulatory actions.
- Trade association activities.

- Internal activities to address climate-related risks
and opportunities, including energy efficiency and
emissions-reduction projects.

- Technology.

- Carbon price outlook.

- Long-range plan.

The objective is to share key climate-related risk learnings

across the company, identify issues and work to resolve
them as they arise.



GOVERNANCE FRAMEWORK

Business units

Each ConocoPhillips business unit is responsible for
integrating sustainability issues, as appropriate, into
day-to-day operations, project development and deci-
sion-making. They are held accountable through an
annual goal-setting process that includes the Climate
Change Action Plan and GHG target implementation
plan, and they report progress to the ELT.

Key processes

Climate-related considerations are integrated into the key
business planning processes for the company:

+ Scenario planning. « SD risk management

process.
- Corporate strategy. o
- Enterprise risk

- Long-range plan. management.

SD risk management process — Existing
production, planned exploration activities
and major projects are examined against the
physical, social and political settings of our

operations to ascertain potential risks.

Our SD risk management process, risk register and
Climate Change Action Plan are used to track perfor-
mance and guide goal-setting. Line-of-sight goals
for business units and key functions are shown as
specific action items within the action plan. Progress
against the plan is reported through our governance
structure to the ELT and board of directors.

% Read our Climate Change Position.

Management System Approach to Climate-Related Risk

Adjust, Innovate and
Continuously Improve

Measure and Monitor

Track and assess
actions.

Engage

Communicate risks to
executives and board of
directors; input to Enterprise
Risk Management.

|dentify and Map

Develop risk register which ranks
corporate-wide and local risks.

Address Risk
Collaborate on strategies
and action plans to
manage ranked risks.

ConocoPhillips Climate Change Report 9
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STRATEGY

@trategy

We integrate climate-related risk considerations into our corporate strategy and Climate Change Action Plan. Our objec-
tive is to manage climate-related risk, optimize opportunities and equip the company to respond to changes in key
uncertainties, including government policies around the world, technologies for emissions reduction and alternative

energy technologies.

Resilience

In its 2018 World Energy Outlook, the International Energy ~ natural gas and oil have different outcomes across the

Agency (IEA) illustrated a range of different energy mix IEA scenarios. Oil demand grows relative to 2016 in the
scenarios in 2040. Total energy demand increases in IEA's Current and New Policies scenarios but declines in SDS.
Current Policies and New Policies scenarios, but remains In contrast, natural gas demand increases by year 2040

relatively stable compared to 2016 in the 2-degree

across all the IEA scenarios.

Sustainable Development Scenario (SDS). Demand for

2040 IEA World Energy Outlook Scenarios

Million barrels of oil equivalent per day
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Source: © OECD/IEA 2018 World Energy Outlook, IEA Publishing. License: https//www.iea.org/t&c/termsandconditions/
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Compression dehydration facility, Montney, British Columbia

Achieving the IEA's 2-degree scenario requires significant
progress on several fronts:

- Improving energy efficiency of power generation,
transportation and industrial processes.

- Reducing emissions from fossil fuels or capturing and
storing or utilizing those emissions.

« Increasing the amount of non-carbon energy, such as
renewables and nuclear power.

Changes in the energy system take time, as energy
infrastructure components have long asset lives and
change would have to go beyond replacing the power
generation and distribution systems to include replacing
the automobile, truck, ship and aircraft fleets or retro-
fitting them to meet tougher specifications. Increasing

12 ConocoPhillips Climate Change Report
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renewable power utilization would also require signif-
icant improvement in the daily reliability of wind- and
solar-powered electricity generation, or a significant
improvement in energy storage that would reduce the
amount of backup fossil fuel-fired electricity generation
needed.

These widely varying factors are the reason scenario
planning is important. There is not just one pathway to

a 2-degree future, there are numerous ways in which
government action and technology development

could interact with consumer behavior to bring about a
lower-carbon future. Performance on climate-related risk
is driven by the strength of strategic planning, includ-
ing the use of widely varying scenarios, as well as the
financial strength and asset flexibility to manage across a
range of possibilities.
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Scenario planning

Scenarios represent plausible potential future states of
the world. We use scenarios in our strategic planning
process to:

- Gain better understanding of external factors that
impact our business.

- Test robustness of our strategy across different business
environments.

- Communicate risks appropriately.

- Adjust prudently to changes in the business
environment.

Using scenarios enables us to understand a range of risks
around commodity prices, and the potential price risk
associated with various greenhouse gas (GHG) reduction
scenarios. To assist our capital allocation decisions, we
can test our current portfolio of assets and investment
opportunities against these future possibilities and
identify where weaknesses may exist.

Analyzing and modeling potential outcomes is not

the end of the process, as we also need to understand
the probability of the world moving toward a specific
scenario. We use a scenario monitoring system to identify
crucial signposts that would indicate whether we are
moving toward one scenario or another. This analysis is
presented to executive management and the board of
directors to assist in strategic decision-making.

Corporate Scenarios

High A

A
\j

Demand Growth

Carbon
Scenario

y

Supply Growth High

Our scenario planning framework includes corporate
scenarios for oil and natural gas supply and demand
and climate-related risk scenarios that reflect possible
pathways to a 2-degree future through technology
development and the introduction of government
policies.

The corporate scenario with low demand and low
supply has been used to reflect a world with carbon
constraints. Our climate-related risk scenarios charac-
terize possible pathways that could result from a mix

of technology advancement and government policy
actions. Technology development encompasses a wide
variety of lower-carbon advances that influence demand
for energy or ways to supply energy, including electric
vehicle battery technology, designs for windmill turbines,
carbon capture use and storage, and other innovations.
Government polices include any local, state, federal or
international actions that could correlate to reductions in
future demand for oil or natural gas or to restrictions on
carbon emissions.

Each of these plausible pathways is designed to stretch
our thinking about potential rates of new technology
adoption and policy development. Three of the four
climate-related risk scenarios achieved a pathway in line
with the IPCC's scenario of achieving a 50 percent chance
of limiting the increase in global average temperature

to 2 degrees Celsius above the pre-industrial average.

Breakout of Carbon Scenario into
Climate-Related Risk Scenarios
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Scenario descriptions

Scenario 1 includes rapid technology development
with a low carbon price introduced by governments to
kick-start technology advancement. The technological
progress accelerates the development and uptake of
electric cars, battery storage, smart grids and renewable
power, all of which reduce GHG emissions. The techno-
logical transformation is so rapid that CO, capture and
storage is not required. Breakthroughs in technology,
such as power storage, drive the adoption of alternatives
to oil and natural gas together with energy efficiency
improvements.

In Scenario 2, legislation takes the form of global agree-
ments to limit GHG emissions primarily through linked
carbon pricing mechanisms assisted by technologi-

cal innovations. This could drive the development of
lower-cost alternative energy and carbon capture and
storage. In situations with an increasing carbon price,
coal-to-gas fuel switching, efficiency improvement and
renewables would be expected. This could also increase
natural gas demand through 2030 before it is offset by
increased use of renewables in power generation.

Scenario 3 envisions a world in which national trade and
energy security are considered more urgent than emis-
sions reductions and new technology adoption is slower.
In this scenario, there could be expansion of energy
efficiency, existing renewable technologies and nuclear
power in countries that do not have access to domestic
energy sources, and in those with abundant domestic
supply, the use of fossil fuels, especially coal.

Scenario 4 is one in which governments respond to
slower development of technology and costlier alterna-
tives by introducing command and control measures,
such as renewable portfolio standards, to force higher-
cost technologies into the mix. Demand for natural gas
stays higher for longer given the need to rapidly reduce
the use of coal for power generation.

Our current climate-related risk scenarios were modeled
with an end date of 2030. We are now updating and
re-running our climate-related risk scenario models,
extending them to 2040 to enable us to further align
with the TCFD recommendations.

Scenario Comparison — Estimated Global Emissions Trajectories
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Key strategic linkages to our scenario planning
Our corporate strategy and Climate Change Action Plan
reflect several findings from our scenario analyses. We
have acted to:

« Use a “fully loaded” cost of supply, including cost of
carbon where legislation exists, as an important metric
in our project authorization process. Our portfolio
changes have created a resource base of 16 billion
barrels of oil equivalent with less than a $40 per
barrel cost of supply and an average cost of supply of
less than $30 per barrel. Our strategic objective is to
provide resilience in lower price environments, with
any oil price above our cost of supply generating an
after-tax fully burdened return greater than 10 percent.

« Prepare for diverse portfolio and policy environments
by maintaining a less than $40 per barrel of oil equiva-
lent sustaining price that will generate the cash to fund
capital expenditure to keep production flat over time
and generate a dividend to shareholders.

« Maintain diversification in our portfolio to be able to
balance our production and capital expenditures, as
commodity prices become more volatile.

« Provide a distinctive payout of cash flows to investors
via both dividends and share repurchases.

« Identify and fund profitable emissions reduction
projects, including methane emissions reductions.
Reducing our Scope 1 and Scope 2 emissions inten-
sity reduces the impact of any future regulations, or
the introduction of carbon prices or taxes and helps
maintain our low cost of supply into the future. We
have upgraded the use of a marginal abatement cost
curve (MACCQ) in Long-Range Planning to identify the
most cost-effective emissions-reduction opportunities
available to the company globally.

« Introduce a proxy cost of carbon into qualifying project
sensitivities to help us be more resilient to climate-
related risk in the short to medium term and provide
the flexibility to remain resilient in the long term.

+ Focus near-term technology investments on reducing
both costs and emissions where feasible.

« Monitor for potential disruptive technologies that
might impact the market for natural gas or oil, enabling
us to take advantage of our capital flexibility and
reduce our exposure to lower commodity prices at an
early point in time.

Polar tanker, Alaska

« Monitor global regulatory and legislative develop-
ments and engage in development of pragmatic
policies aligned with the climate policy principles
outlined in our Global Climate Change Position.

Short, medium and long-term risks

As described in the Risk Management section, we
evaluate and track our climate-related risk through our SD
Risk Register and Climate Change Action Plan. Those risks
broadly fall into four categories:

+ GHG-related policy.
« Emissions and emissions management.
« Climate-related disclosure and reporting.

« Physical climate-related impacts.

The time horizons we use for climate-related issues are
based on the time taken for the risks to manifest them-
selves, our planning time horizons and the time required
to realize the majority of the net present value of our
projects.

Short-term risks

Our short-term time horizon is one to five years, during
which we can complete short-cycle drilling campaigns
and small projects. Our GHG forecasting and financial
planning processes are used to determine risks and
opportunities that could have a material financial impact

ConocoPhillips Climate Change Report 15
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for that period. Our short-term climate-related risks are
generally government policy-related and managed at the
business unit level through policy advocacy and technol-
ogy to reduce emissions.

Regulations to address climate-related risk, including GHG
emissions, are a short-term risk for several of our busi-
nesses. For example, regulations issued by the Alberta
government in 2007 under the Climate Change and
Emissions Act require any existing facility with emissions
equal to or greater than 100,000 metric tons of carbon
dioxide or equivalent per year to reduce the net emis-
sions intensity, with reduction increases over time. The
cost of compliance and investment in emissions-intensity
reduction technologies influence investment decisions
for the Canada business unit. We are purchasing carbon
offsets while evaluating and developing technology
opportunities to reduce emissions for existing and new
facilities. A good example of technology development is
our piloting of flow control devices at our oil sand oper-
ations, which have improved steam-to-oil ratios by up to
15 percent, thereby decreasing GHG intensity.

GHG or carbon taxes are another near-term risk in some
jurisdictions where we operate. For example, in our
Norway business unit, we are managing the risk with
specific actions to study emissions reduction opportuni-
ties and we also evaluate project economics with full CO,
tax and European Union emissions allowance costs.

Medium-term risks

Our medium-term time horizon is six to 10 years, during
which we can complete most major projects and revise
our portfolio significantly if required. Our GHG fore-
casting and financial planning processes are used to
determine the risks and opportunities that could have a
material financial impact for that period. Medium-term
risks take longer to impact our business and may include
emerging policy that is not yet fully defined. These risks
are managed by business unit planning, but if signifi-
cant, may also be managed by corporate strategies and
company-wide risk assessments.

Offset requirements have been identified as both a
medium-term risk and as an opportunity for some
business units. For example, the Clean Energy Regulator
in Australia has established the Emissions Reduction

Tubb McKnight Water Station, Permian, Texas

Fund for the sale and purchase of offsets. Since 2006,
Darwin LNG has supported the West Arnhem Land Fire
Abatement (WALFA) carbon offset program. Through
this project, indigenous rangers in West Arnhem Land
in the Northern Territory have offset almost two million
tonnes of CO,e that would have resulted from wildfires
by utilizing early dry-season preventive burning. In 2014,
the WALFA project was formally recognized as an eligible
offset program under the Australian federal govern-
ment’s Carbon Farming Initiative. During Emissions
Reduction Fund abatement auctions, savannah-burning
projects from across Australia have been successful in
selling contracts for carbon abatement — all using the
methodology pioneered by WALFA.

View “Fire with Fire” about the WALFA
carbon offset program.

Chronic physical changes are a medium-term risk for
some of our operations. Temperature extremes could
impact facilities located in Arctic regions if warmer tem-
peratures reduce the length of the ice road season and
restrict well and facility construction times. Mitigation
measures could include utilizing gravel road connections
to reduce reliance on ice roads, pre-packing to extend
the start of ice road season and constructing roads that
prevent permafrost thawing.


http://www.qp.alberta.ca/documents/Acts/C16P7.pdf
http://www.qp.alberta.ca/documents/Acts/C16P7.pdf
http://www.cleanenergyregulator.gov.au/ERF
http://www.cleanenergyregulator.gov.au/ERF
http://www.conocophillips.com.au/sustainable-development/walfa/
https://www.youtube.com/watch?v=0kkkNJg3oOQ&t=2s
https://www.youtube.com/watch?v=0kkkNJg3oOQ&t=2s
https://www.youtube.com/watch?v=0kkkNJg3oOQ&t=2s
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Long-term risks

Our long-term time horizon is 11 years and beyond.
Generally, long-term risks are managed by our scenario
analysis and climate-related risk strategy, as they include
long-term government policy and technology trends
that affect supply and demand. They may also include
risks that align with long-term physical climate scenarios.

We recognize that our GHG intensity will be compared
against peers, so we track this as a competitive risk at the
corporate level. Investors, the financial sector and other
stakeholders compare companies based on climate-

related performance, and GHG intensity is a key indicator.

For this reason, our GHG intensity target aligns with the

Climate Change Action Plan

long-term time horizon to ensure we manage the risk
appropriately. It also demonstrates our goal to be a leader
in managing climate-related risk.

Physical climate risk is a long-term risk for our business. In
some parts of the U.S. we have identified potential storm
severity as a risk for future operations, based on previous
storms and flooding. Science suggests that future
extreme weather events may become more intense

or more frequent, thus placing at risk our operations in
coastal regions and areas susceptible to typhoons or hur-
ricanes. We have a crisis management system in place to
manage that risk before, during and after a storm event.

Our Climate Change Action Plan addresses the significant or high risks from our Sustainable Development (SD) Risk

Register and includes milestones over a number of years.

Risks

GHG Policy

GHG regulations, including
carbon taxes

2018 Mitigation Actions and Milestones

Understand baseline levels for various efficiency measures (steam, electricity, etc.)
to focus on GHG intensity reduction.

Develop regional climate and energy position with regard to regional regulation.
Aggregate marginal abatemet cost curve for global business units.

Review emerging issues with Public Policy Leadership Team each quarter.
Complete energy optimization study.

Obtain partner approval for power cable to offshore platform.

Commence flare gas recovery study.

Switch from main power generators to smaller temporary generators at gas
terminal to finalize pipeline decomissioning.

GHG Offset requirements

Purchase qualifying offsets for compliance with emissions regulations.

Monitor regulatory developments.

Emissions and Emissions Management

GHG intensity relative to peers

Set up steering committee to oversee innovation focused on greenfield and

brownfield sites; emissions detection; and combustion alternatives.

Air emissions regulations
Climate-Related Disclosure and Reporting
Physical Climate-Related Impacts

Note: Actions relate to specific business units unless indicated as “global.”

Monitor air emissions regulations and consult through industry associations.
Complete standalone global climate-related risk report ready for publication.

Maintain safety systems and emergency response protocols.

ConocoPhillips Climate Change Report

17



STRATEGY

Central Tank Battery, Bakken, North Dakota

—
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Impact on business and strategy

Climate-related risks have the potential to impact our
business in several ways. Our SD risk management
processes identify those risks and assess the potential
size, scope and prioritization of each. We have aligned a
description of these impacts with the recommendations
of the TCFD.

Products and services

Compliance with policy changes that create a GHG tax,
emissions trading scheme or GHG reductions could
significantly increase product costs for consumers and

reduce demand for natural gas- and oil-derived products.

Demand could also be eroded by conservation plans and
efforts undertaken in response to global climate-related
risk, including plans developed in connection with the
Paris agreement. Many governments also provide, or may
in the future provide, tax advantages and other subsi-
dies to support the use and development of alternative
energy technologies that could impact demand for our
products. However, there are also opportunities associ-
ated with increased demand for lower-carbon energy
sources such as natural gas.

Our scenario analysis indicates that as the energy sector
transitions, it will be important to be competitive on
both cost of supply and carbon. We have adjusted our
portfolio to concentrate on lower-cost production and
have divested some of our higher-emissions-intensity

natural gas and oil sands fields. We have also set a GHG
emissions-intensity-reduction target for our Scope 1 and
Scope 2 emissions.

Supply chain and/or value chain

We engage with suppliers on the environmental and
social aspects of their operations and supply chains
through each step of the procurement process, from
supplier prequalification through supplier performance
evaluation. This includes communicating our expec-
tations and priorities and identifying opportunities for
improvement and collaboration related to climate issues,
including energy use, GHG management and environ-
mental supply chain risks. We also engage through mem-
bership in several trade associations, such as [PIECA, that
address climate-related issues through working groups
and task forces that include downstream businesses as
well as suppliers. We continue to monitor climate-related
risks and opportunities related to our supply chain

and value chain and believe that maintaining a global
network of businesses and suppliers will mitigate physical
climate-related risks.

Adaptation and mitigation activities

While our business operations are designed and
operated to accommodate a range of potential climate
conditions, significant changes, such as more frequent
severe weather in the markets we serve or the areas


http://www.conocophillips.com/operations/integrating-sustainability/supply-chain/
http://www.ipieca.org/

where our assets are located, could cause increased
expenses and impact to our operations. The costs
associated with interrupted operations will depend on
the duration and severity of any physical event and the
damage and remedial work to be carried out. Financial
implications could include business interruption, damage
or loss of production uptime and delayed access

to resources and markets. For example, a three-day
shutdown of all U.S. Gulf Coast production would cause
$18.5 million in lost revenue, based on the 2017 average
realized price of $39.19 per barrel of oil equivalent (BOE).
[t is likely that not all our area production would be
affected, as assets further inland are less susceptible to
hurricanes than assets in the Gulf of Mexico.

Business-resiliency planning is a process that helps us
prepare to mitigate potential physical risks of a changing
climate in a cost-effective manner. During Hurricane

Bayu-Undan platforms, Australia

Harvey in 2017, we put our hurricane and crisis response
training and business continuity plans into action in

the United States. The first priority was to account for
every employee. Teams also monitored and evaluated
conditions at our corporate and Lower 48 offices in
Houston, while others worked to safely and efficiently
restore operations to the Houston data center. Much

of our corporate data center operations, including 658
servers housing 1.6 petabytes of data, were relocated to
Bartlesville, Oklahoma, in about 10 hours in anticipation
of the storm. Prior to Harvey’s landfall, Lower 48 employ-
ees implemented their business continuity plan to
safely shut down and secure Eagle Ford production and

STRATEGY

associated facilities. Personnel were evacuated from our
Magnolia platform in the Gulf of Mexico, though produc-
tion remained online. Once the storm passed, production
in the Eagle Ford resumed within several days, despite
unprecedented conditions and infrastructure constraints
in the area.

We have conducted workshops on resiliency risks in key
business units to establish future mitigations for poten-
tial physical changes to the operating environment.
Business units in Texas, Alaska, Canada and Australia
have participated in this process and integrated the
results into their goals.

Research and development

Technology will play a major role in addressing GHG
emissions, whether through reducing fugitive emissions
or lowering the energy intensity of our operations or
value chain. In Canada we are sponsoring an XPRIZE to
support development of innovative ways to reuse carbon
associated with steam generation in the oil sands.

Our annual MACC process identifies and prioritizes our
emissions-reduction opportunities from operations
based on the cost per tonne of carbon dioxide equiva-
lent abated. This data helps identify projects that might
become viable in the future through further research,
development and deployment. As a result of this work,
we have focused our near-term technology invest-
ments on reducing both costs and emissions where
feasible, such as improving the steam-to-oil ratio in the
oil sands. One new research and development effort is
the non-condensable gas co-injection pilot program to
reduce the energy required in oil extraction.

Operations

We have acted to mitigate our GHG emissions for many
years. Our first Climate Change Action Plan was intro-
duced in 2008 and we have voluntarily reduced our
annual GHG emissions by almost 7 million tonnes of CO,
equivalent per year compared to business as usual since
2009. Most of the reduction projects carried out over this
period have paid for themselves through increased sales
of natural gas, or in one case the sale of carbon dioxide
to a third party for use in enhanced oil recovery. Around
two-thirds of the projects carried out relate to the
reduced emissions of methane from reduced venting,
updated plunger lifts or replacing pneumatic controllers.

ConocoPhillips Climate Change Report
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To continue those reductions, we have set up regional
teams in North America, Australia, Southeast Asia and
Europe to use the MACC process to identify energy
efficiency projects for consideration in the Long-Range
Plan. By evaluating our day-to-day decisions regarding
flaring, drilling, completions and equipment use we have
gained a sharper focus on energy consumption, along
with increased revenue, reduced energy costs, reduced
emissions and an improved overall cost of supply.

Kebabangan platform, Malaysia

We are one of 25 companies participating in The.
Environmental Partnership, a coalition of natural gas and
oil companies focused on accelerating environmental
performance improvements from operations across

the United States. The partnership prioritizes managing
methane emissions and aligns with our focus on emis-
sions reductions and high environmental standards.

Climate-related issues and
financial planning

We take climate-related issues into account in our finan-
cial planning in several ways. In the short to medium
term, we use a range of commodity prices derived from
our corporate scenario work. In the long term our four
climate-related risk scenarios provide insight into the
possibilities for future supply, demand and price of key
commaodities. This helps us understand a range of risk
around commodity prices, and the potential price risk
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associated with various GHG reduction scenarios. History
has shown an interdependency between commodity
prices and operating and capital costs. In the past, lower
commodity prices have driven down operating and
capital costs, whereas the opposite has been true when
commodity prices have risen. We have aligned a descrip-
tion of the potential impacts on financial planning with
the recommendations of the TCFD.

Operating costs and revenues

We recognize the potential impact on our costs, demand
for fossil fuels, the cost and availability of capital and
exposure to litigation caused by new or changing
climate-related policy. The long-term impact on our
financial performance, either positive or negative, will
depend on several factors:

- Extent and timing of policy.

- Implementation detail such as cap-and-trade or an
emissions tax system.

- GHG reductions required.

- Level of carbon price.

- Price and availability of offsets.

-+ Amount and allocation of allowances.

- Technological and scientific developments leading to
new products or services.

- Potential physical climate effects, such as increased
severe-weather events, changes in sea levels and
changes in temperature.

- Extent to which increased compliance costs are
reflected in the prices of our products and services.

The long-term financial impact from GHG regulations is
impossible to accurately predict, but is expected to rise
globally.

Capital expenditures and capital allocation

We test our current portfolio of assets and investment
opportunities against the future prices generated from
our scenarios and identify where weaknesses may exist,
assisting with our capital allocation. As a result of our
strategy and scenario work, we have focused capital on
lower cost of supply resources, reducing our investments
in oil sands and exiting deep water, while increasing our
investments in unconventional oil projects.


https://theenvironmentalpartnership.org/
https://theenvironmentalpartnership.org/
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Acquisitions and divestments

Business development decisions consider the impact to
our portfolio from the financial, operational and sustain-
ability perspectives. In our long-range planning process,
we run sensitivities on our GHG emissions intensity based
on possible acquisitions, divestments and project deci-
sions. We focus on cost of supply to account for lower
and more volatile product prices and possible introduc-
tion of carbon taxes. In recent years, we have divested
higher-emissions-intensity assets, such as oil sands and
some older gas fields.

Access to capital

In addition to cost of supply and carbon, we also strive
to compete more effectively by earning the confidence
and trust of the communities in which we operate, as
well as our equity and debt holders. We consider how
our relative environmental, social and governance per-
formance could affect our standing with investors and
the financial sector, including banks and credit-rating
agencies. Our engagement with investors has focused
on climate-related risks in many one-on-one meetings
and periodic conferences, such as with the Interfaith
Center on Corporate Responsibility. In 2018, we held a
global Sustainable Development workshop in which
stakeholders from banks, credit rating agencies and
other financial institutions engaged with our sustainable
development subject-matter experts and members of
our Executive Leadership Team. We have also engaged
on climate-related issues and sustainability risks with
institutions such as Moody's and Standard & Poor’s. An
important priority in our corporate strategy has been
to pay down debt and target an “A” credit rating to
maintain, facilitate and ensure access to capital through
commaodity price cycles.

Carbon asset risk

Scenario analysis and our climate-related risk strategy
help build optionality into our strategic plans to reduce
the risk of stranded assets. Key elements of our climate-
related risk management process include: considering

a range of possible future carbon-constraint scenarios;
developing strategic alternatives to manage shareholder
value in a future with uncertain carbon constraints;
testing strategies and asset portfolios in various scenar-
ios; developing actionable insights and incorporating risk
mitigation actions into the Long-Range Plan and Climate
Change Action Plan.

Cost of supply — We have 16 billion barrels of
oil equivalent resources with a cost of supply
of less than $40 per barrel and an average cost

of supply of less than $30 per barrel.

We have taken action to reduce our cost of supply and
are the only oil and natural gas company to transpar-
ently disclose the full cost of supply of our reserve base.
Combined with the fact that we have the lowest sustain-
ing capital required to maintain flat production among
our peers, this demonstrates a competitive advantage in
reducing “carbon asset risk.”

2018 Sustaining Capital for Flat Production ($/BOE)

. ConocoPhillips . U.S. Independents

Source: Wood Mackenzie — Corporate Benchmarking Tool.
U.S. Independents include: APA, APC, CLR, DVN, EOG, HES, NBL, OXY and PXD.

The cost of supply of our resource base shown in the
Metrics and Targets section supports our assertion that
resources with the lowest cost of supply are most likely
to be developed in scenarios with lower demand, such as
the IEA's Sustainable Development Scenario.

All' U.S-based publicly traded companies must adhere
to a consistent set of regulations that enable investors
to evaluate and compare investment choices. We fully
comply with such rules and regulations, including for
reporting natural gas and oil reserves. In order to meet
the Securities and Exchange Commission requirement
that reserve estimates be based on current economic
conditions, our reserves include a carbon tax calculation
for jurisdictions with existing carbon tax requirements
only. We have also increased our disclosure over the years
to offer investors and stakeholders additional insights
into the processes and procedures we use to manage
climate-related risks, including carbon asset risk.

ConocoPhillips Climate Change Report
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Risk Management

Our governance structure provides board and management oversight of our risk processes and mitigation plans. We
utilize an integrated management system approach to identify, assess, characterize and manage climate-related risks.
This system links directly to the enterprise risk management (ERM) process, which includes an annual risk review by

executive leadership and the board of directors.

Assessing climate-related risks

The diagram below illustrates how we assess climate-related physical and transition risk for operations and

developments, and new major projects.

SD Risk .
Management Vlitltce)sr;llsehrgcys
Process P

: l

Operations and Development

Our management system includes practices and tools
aligned with how we make business decisions to ensure
the consistent global identification and assessment of
climate-related risks.

Scenarios

For the purpose of understanding long-term risk

and mitigation options, we have developed four
climate-related risk scenarios, three of which would
achieve an emissions trajectory consistent with the
Intergovernmental Panel on Climate Change (IPCC)
“2-degree scenario.” Utilizing this scenario approach
helps us evaluate distinct outcomes related to the
potential timing and intensity of government climate
change policy development and the pace of alternative
energy technology development. This information is
then used to shape our analysis and consideration of
various outcomes for policy, technology and market
risk. We describe our use of scenarios for the purpose

Climate-Related
Risk Assessment

Project
Authorization

: l

Major Projects

of strategy formulation in the Strategy section of
this report.

We continually review emerging climate-related risks
through our scenario monitoring system. A cross-
functional team enters events into a centralized database
that is reviewed regularly for indications that risks are
changing or developing. We use this “early warning”
system to inform our strategies in a timely manner so
that we can identify and implement effective mitiga-
tion measures. The Scenario Monitoring System helps
us understand how far and how fast we are moving in
any direction. For example, if we found that regulations
and technology were moving more quickly than in our
scenarios, this would indicate that we might be moving
to a 1.5-degree scenario similar to the range identified
in the recent IPCC “1.5 degree” report. In our resiliency
workshops, we use externally produced scenarios that
describe the range of possible future physical risk.
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Offshore platform, Bohai Bay, China

SD risk management process

As part of our sustainable development (SD) risk man-
agement process, existing and planned exploration and
production and major projects are examined against the
physical, social and political settings of our operations.

Pricing sensitivity impact — We evaluated an
international gas development opportunity in
an existing field with high native CO, content.
Testing it against the $40/tonne sensitivity
price indicated it was economically challenged
without the availability of offsets or the
potential for carbon capture and storage.
When we took the carbon price sensitivity into
account with other risk factors, we decided not

to pursue the project.

Climate-related risks are identified and described by a
diverse group of subject-matter experts in each business
unit (BU) and project.

Each risk is then plotted on a matrix that evaluates both
its likelihood and consequence. In evaluating the intensity
level, we consider potential impacts on employee and
public safety, socio-cultural and economic impacts to
stakeholders, environmental impact, and reputational and
financial implications. Risks rated significant or high are
included in the corporate SD Risk Register. As part of the
process, we examine the interdependence of risks and
work to identify emerging risks such as regulatory require-
ments and greenhouse gas (GHG) pricing regimes.

Resiliency planning workshops

We facilitate resiliency planning workshops in key BUs
to identify and assess the risks and opportunities associ-
ated with the physical impacts of changing climate and
the potential technology and solutions to mitigate risks
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and take advantage of opportunities. These workshops
are conducted on a periodic basis to ensure that our
operations have access to the most up-to-date science
provided by qualified consultants to inform their engi-
neering and infrastructure decisions.

Climate-related risk assessment

A climate-related risk assessment is conducted on any
project that costs more than $50 million net and is
expected to emit more than 25,000 metric tons CO,
equivalent (CO,(e)) net to ConocoPhillips during any year
of its lifespan. This assessment is mandatory for invest-
ment approval. Project teams for qualifying projects are
required to assess the potential risks and opportunities
associated with GHG emissions, GHG regulation and a
physically changing climate. The climate risk assessment
guideline provides a framework for project teams to:

- Forecast GHG emissions for the life of the project.

- Evaluate climate-related risks and opportunities, includ-
ing physical and transition risks.

+ Make decisions on GHG emissions control in project
design, including energy efficiency solutions, power
source selection, emissions management, carbon
capture and storage/utilization, and external compli-
ance options such as the purchase or origination of
GHG offsets.

- Evaluate the potential cost of GHG emissions in project
economics.

We assess climate-related risks early in the project engi-
neering stage to better inform our investment decisions
and facility design. The ConocoPhillips Health, Safety
and Environment (HSE) Due Diligence Standard also
provides further guidance on accounting for sustainable

development issues for new acquisitions, new business
ventures, joint ventures and real property transactions.

Project authorization

Our corporate authorization process requires all qualify-
ing projects to run a GHG pricing sensitivity using a price
of $40 tonnes CO,(e) (TeCO,(e)), plus annual inflation,

for all Scope 1 and Scope 2 GHG emissions produced in
2024 and later. Projects in jurisdictions with existing GHG
pricing regimes must incorporate that price into their
base case economics. Where the existing GHG price is
below the corporate price, the $40/TeCO,(e) sensitivity
must also be run from 2024 onward. This ensures that
both existing and emerging regulatory requirements are
considered in our decision-making.

Managing climate-related risks

Our climate-related risk management process is designed
to drive appropriate action for adapting to a range of
possible future scenarios. Through integrated planning
and decision-making, we develop mitigation plans for
climate-related risk, track performance against our goals
and adjust our plans as we learn and conditions evolve.

Local risks and opportunities related to our operations
and projects are assessed and managed at the BU level,
enabling tailored region-specific business goals to
address the challenges and opportunities unique to their
operations. Other overarching climate-related risks, such
as GHG target-setting, prioritization of global emissions-
abatement projects and disclosure and reporting, are
managed at the corporate level.

The diagram below shows a simplified process flow of
our climate-related risk management process.

Enterprise Risk Corporate Strategy
— Management — including Climate-related
System Risk Strategy
SD Risk Management
Process including SD — ¢
Risk Register
. Long Range Plan includin

L AimeisCisngs — !\%argir?al Abatement °

Action Plan

Cost Curve
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Corporate strategy

Our corporate strategy and the embedded Climate-
Related Risk Strategy are informed by the output of our
scenarios and the risk management system. Examples of
impacts on our corporate strategy include:

+ Reducing the sustaining price of the company — the
equivalent oil price at which we can sustain production
and pay our dividend.

- Lowering the cost of supply to manage market risk.

- Maintaining a diversified portfolio of projects and
opportunities.

- Developing technologies that reduce both costs and
emissions.

- Monitoring alternative energy technologies.

The objective of our Climate-Related Risk Strategy is to
manage climate-related risk, optimize opportunities and
equip the company to respond to changes in key uncer-
tainties, including government policies around the world,
technologies for emissions reduction and alternative
energy technologies. The strategy sets out our choices
around emissions reductions, targets and incentives,
emissions-related technology development, and our
climate-related policy advocacy.

In 2017, in accordance with our strategy, we set a
public long-term GHG emissions target based on the
architecture of the Paris Agreement, with an aspira-
tion to become a leader in GHG climate-related risk
management.

Long-Range Plan

The ConocoPhillips Long-Range Plan provides the data
that underlies our corporate strategy and enables us to
test our portfolio of projects against our climate-related
risk scenarios, and thus make better-informed strategic
decisions.

We use a marginal abatement cost curve (MACC) process
to collect potential GHG emissions reduction projects
from our business units, prioritize them based on their
cost and reduction volume, and implement the most
cost-effective projects. As a result of our focus on emis-
sions reductions, we have completed the installation of
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Grissik Gas Plant, South Sumatra

flow control devices (FCDs) in the Canadian oil sands to
better distribute steam across the reservoir, more effi-
ciently heating the bitumen and enhancing production
while reducing energy consumption and emissions. In
the U.S. Lower 48, the replacement of high-bleed pneu-
matic devices with lower-bleed pneumatics, plunger lift
optimization and compression optimization has reduced
methane emissions. To continue those reductions, we
have set up regional teams in North America, Australia,
Southeast Asia and Europe to use the MACC process to
identify further energy efficiency projects. Output from
the MACC will inform our annual budget, Long-Range
Plan and technology strategy.

SD risk management process/

Climate Change Action Plan

The SD risk management process ensures that a Climate
Change Action Plan is developed to track mitigation
activities for each climate-related risk included in the cor-
porate SD Risk Register. This plan includes details about
our commitments, related responsibilities, resources and
milestones. As part of regular updates to the register,
the action plan and its effectiveness are evaluated, and
decisions are made to continue mitigation measures,
add new measures, or simply monitor the risk for further
developments.
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Risk Management Scope
Process
Corporate strategy Corporate/portfolio

Climate-related risk Corporate/portfolio

strategy

GHG emissions intensity
target

Business units and qualifying
projects

Long-Range Plan Corporate/portfolio

Marginal abatement cost Business units

curve (MACC)

Corporate, business units and
qualifying projects

SD risk management
process

Climate Change Action Plan Corporate, business units and

qualifying projects

Integrating climate-related risks
into ERM

Climate-related risks from the corporate SD Risk Register
are mapped to key categories in the enterprise risk man-
agement process. Descriptions of these risks and mitiga-
tion measures are shared with ERM risk owners to inform
their assessments of risk ranking, corporate actions and
mitigations. Each risk owner evaluates and prioritizes
risks in their area based on likelihood and consequences,
thereby determining the relative significance of climate-
related risks in relation to other enterprise risks.

The ERM process is a direct input into our strategic

planning process. By identifying major cross-cutting risks

and trends, we closely link action plan efforts to key per-

formance issues and address and mitigate identified risks.

The ERM system and mitigation actions are reviewed
regularly by the board.

Description

Defines the company’s direction for exploration and
development, including portfolio, capital allocation and cost
structure.

Identifies options to reduce and mitigate climate-related risks
as policies, markets and technologies develop over time.

Drives actions, reviews and management of future policy and
market risk.

Forecasts key data for our corporate strategy covering our
proposed portfolio development and performance, including
production, costs, cash flows and emissions.

Collects a list of GHG emissions-reduction projects across
our business units and prioritizes them based on cost and
emissions abated.

Records all SD-related risks that are prioritized as significant
and high in the SD Risk Register to ensure that mitigation
progress is reported and issues are managed effectively.

Records mitigation actions, milestones and progress in
managing climate-related risks from the SD Risk Register.

Jasmine Platform, North Sea, U.K.
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‘Metrics and Targets

We use key metrics and targets to measure and monitor
our performance and progress in managing climate-re-
lated risks and opportunities in line with our strategy and
risk management process. These include:

+ Scope 1, Scope 2 and Scope 3 greenhouse gas (GHG)
emissions.

« Metrics for water, methane and flaring.

- Internal proxy carbon pricing and the financial impact
of existing carbon pricing on our businesses across the
globe.

« GHG emissions intensity target.

We believe that these metrics and targets are the most
useful in managing climate-related risks and opportuni-
ties and monitoring performance.

Strategic flexibility and planning

A robust and flexible corporate strategy will be key to
navigating the energy transition. The three key strategy
components for an exploration and production company
are portfolio, capital allocation and management of
uncertainty. We manage uncertainty by focusing on

Percent of Proved Reserves by Hydrocarbon Type
(net equity), 2013-2017

B Crude Oil
¥ Natural Gas Liquids

B Natural Gas

Bitumen
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80% -
60%
40% 1

20% -

0% -
2013 2014 2015 2016 2017

METRICS AND TARGETS

the fundamental characteristics that drive competitive
advantage in a commodity business — a low sustaining
price, a low cost of supply, capital flexibility and a strong
balance sheet. Based on our scenario analysis and mon-
itoring of signposts, we decide when we should act and
which actions to take.

Proved reserves

The mix and location of the resources in our portfolio
demonstrates flexibility and the ability to adapt to
change as we monitor scenarios and global trends. Our
short-cycle project times and capital flexibility enable us
to redirect capital to the most competitive basins. Our
extensive low cost of supply resource base allows us to
divest higher cost assets to high-grade our portfolio as
our strategy evolves. This applies not only to hydrocar-
bon mix, but geographic region as well. If policy in a
country or region significantly impacts cost of supply,
we can shift capital to other opportunities. Examples
include our presence in the oil sands business in Canada
and in North American natural gas. Changing market
fundamentals led us to significantly reduce our focus on
both, while our portfolio diversity enabled expansion in
other areas.

Percent of Proved Reserves by Region
(net equity), 2013-2017

I Alaska

I Lower 48
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METRICS AND TARGETS

Capital and operating spend

Our strategy is also made more robust by discipline in capital and operating costs. When oil prices dropped in 2014,
we could quickly respond with changes to short- and long-term planning, as well as more cost-effective and efficient

operations.
Capital Expenditures Expenses
— Average Oil Price, $/BBL — Average Oil Price, $/BBL
[ Capital Expenditures and Investments, $MM [ Expenses, $/BOE Produced
18,000 ~ r 120 20.0 r 120
16,000 A 18.0 1
F100
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10,000 Sow 29
= U 1
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Expenses include ‘production and operating expenses” and “selling, general, and admin expenses” as defined in our financial filings with the SEC.

Cost of supply
Cost of supply is the West Texas Intermediate (WTI) [ Unconventional [l Conventional [ LNG & Oil Sands
equivalent price necessary to generate a 10 percent
after-tax return on a point-forward and fully burdened
basis. In our definition, cost of supply is fully burdened
with exploration, midstream infrastructure, facilities cost,
price-related inflation and foreign exchange impact, and
both regional and corporate general and administrative
costs. Cost of supply is the primary metric that we use
for capital allocation, and it has the advantage of being
independent of price forecasts. Any oil price above the
cost of supply will generate an after-tax fully burdened
return that is greater than 10 percent.

40

30 A

20 1

Cost of Supply ($/BBL WTI)

The cost of supply of our resource base supports our 5 10
assertion that resources with the lowest cost of supply Net Resources (BBOE)
are most likely to be developed in scenarios with lower

demand, such as the |[EA's Sustainable Development

Scenario.
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METRICS AND TARGETS

Sustaining price
Our sustaining price, which is the WTI price that gener- Estimated Sources and Uses of Cash
ates enough cash flow to maintain flat production and

grow the dividend, is less than $40 per barrel and, we —
believe, is the lowest among U.S. independents. -
. <S$40/BBL CFO at
Carbon price sustaining RN
We use carbon pricing to navigate GHG regulations, price $3.58/Yr
change internal behavior, drive energy efficiency and
low-carbon investment, and stress-test investments. The
company uses a range of estimated future costs of GHG Sources Sustaining Base Dividend
emissions for internal planning purposes, including an of Cash Capital Dividend Growth
estimate of $40 per metric tonne applied beginning in i ‘
the year 2024 as a sensitivity to evaluate certain future 2018 Analystand investor Meeting
projects and opportunities. The company does not
use an estimated market cost of GHG emissions when
assessing reserves in jurisdictions without existing GHG
regulations.
Cost of Compliance with Carbon Legislation
Carbon Legislation 2017 Cost of Operations Percent of
Compliance, Net Share Subject 2017
Before Tax (USD) to Legislation Production*
European Emissions Trading Scheme (ETS) $1.5 million UK., Norway 15
Alberta Specified Gas Emitter regulations (SGER) $3 million Canada 12
Norwegian carbon tax $29 million Norway 10
British Colombia and Alberta carbon tax $1 million Canada 12

*2017 country production over total production; cost of carbon may only apply to some of our assets in a country, or to a portion of our emissions over a set baseline value.
Canada production includes oil sands assets sold during 2017. On an ongoing basis Canada production represented 4.5 percent of 2017 production.
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METR

ICS AND TARGETS

32

GHG emissions

Scope 1 and Scope 2 emissions

Our Scope 1 and Scope 2 GHG emissions and emissions intensity directly measure our climate performance and help
us understand climate transition risk. For example, our ability to manage GHG emissions can help us measure resilience
to emerging carbon tax regulation. Since 2009, we have carried out discretionary projects that have reduced our annual
GHG emissions by almost 7 million tonnes CO,e compared to business as usual.

Total GHG emissions and intensity Total 2017 GHG emissions
(CO, equivalent)
= Tonnes/MMBOE 9.28% 0.23%

I Million Tonnes Methane (CO,e) N,O (CO,e)

5.93%
CO, from Imported

37.8 Electricity
36.2 35.4 34.6

394

276 276 ¢, 2.5
20.6

\ 84.56%

2013 2014 2015 2016 2017 Percent of Total Company CO, from Operations

Asset dispositions substantially reduced our emissions in 2017.

2017 GHG Emission Changes

30.0 7
26.5
_ 0.5 20.6
200 0.5 203 03 1.2 —
o
I
O
e
'_
=
=
10.0 A
0 T T T T T T T T
2016 Disposition  Disposition  Disposition Methodology Other Ramp up- Ramp up- 2017
Emissions Lower 48 Canada Indonesia Change-Alaska* Reductions Oil Sands APLNG Emissions

*Alpine methodology for GHG emissions from AP-42 to Part 98 for consistency

Additional information regarding our year-over-year changes can be found in our 2017 Sustainability Report.
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We report our operated emissions in the following
regions, countries and provinces in accordance with
regulation:

Australia: The National Greenhouse and Energy
Reporting Act 2007 (NGER Act) and the National
Greenhouse and Energy Reporting (Measurement)
Determination 2008

European Union: EU Emissions Trading System,
Monitoring and Reporting Regulation Council
Directive 2003/87/EC, as amended by Council
Directive 2009/29/EC

Norway: Greenhouse Gas Emission Trading Act of
17 December 2004

United Kingdom: The Greenhouse Gas Emissions
Trading Scheme Regulations 2012

Alberta, Canada: The Climate Change and Emissions
Management Act: Specified Gas Reporting Regulation,
Alberta Regulation 251/2004

British Columbia, Canada: Greenhouse Gas
Industrial Reporting and Control Act: Greenhouse
Gas Emission Reporting Regulation, British Columbia
Reg. 249/2015

Indonesia: Minister of Environment Regulation No.
12 of 2013 regarding Guideline for the Emission Load
Calculation for Oil and Gas Industry Activities

United States: 40 CFR 98 Subparts C.PP, UU & W —
Stategionary Combustion Sources; Suppliers of COy;
Injection of CO,; Petroleum and Natural Gas Systems.

Our corporate reporting system uses the rules, emission
factors and thresholds for regulatory emissions with the
following amendments. We use a facility threshold for
reporting of 25,000 tonnes per year increasing the corpo-
rate emissions reported for Alberta, Canada, which uses

a regulatory threshold of 100,000 tonnes per year. In our
corporate reporting system we include Scope 2 (emis-
sions from imported electricity) which are not required
under regulatory reporting.

METRICS AND TARGETS

Scope 1 — Direct GHG emissions from sources

owned or controlled by ConocoPhillips

Scope 2 — GHG emissions from the generation of

purchased electricity consumed by ConocoPhillips

Scope 3 — All other indirect GHG emissions as a
result of ConocoPhillips activities, from sources

not owned or controlled by the company

Read more about GHG Protocol
definitions.

Scope 3 emissions

For oil and natural gas exploration and production com-
panies, Scope 3 emissions fall primarily into the “use of
sold products” category. Our GHG intensity target does
not cover Scope 3 emissions. As an exploration and pro-
duction company with no downstream assets we have
no control over how the raw materials we produce are
transformed into other products or consumed. We do,
however, calculate our Scope 3 emissions annually based
on net equity production numbers. The latest update to
the EPA's GHG Emission Factors Hub required a revision to
our emissions factors that, in conjunction with lower net
production, resulted in our Scope 3 emissions decreasing
in 2017.

Source Estimated Million
Tonnes CO,e

Upstream transportation and 1.6

distribution

Downstream transportation and 6.1

distribution

Processing of sold products 22.1

Use of sold products 194.0
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METRICS AND TARGETS

GHG emissions intensity target

We have a long-term target to reduce our GHG emissions
intensity from five to 15 percent by 2030 from a Jan. 1,
2017 baseline. The target will support innovation on effi-
ciency and emissions reduction, GHG regulatory risk miti-
gation and climate-related risk management throughout
the lifecycles of our assets.

There are similarities in how we framed this target and
the framing of the Paris Agreement. The Paris process
uses “Nationally Determined Contributions” (NDCs) to set
interim performance targets that are reviewed on a five-
year basis to move toward achieving the agreement’s
objective. We intend to review and adjust our perfor-
mance target in a similar way.

Our performance will be based on gross operated GHG
emissions, stated in carbon dioxide-equivalent terms,
divided by our gross operated production, stated in
barrels of oil equivalent. The target is set in relation to our
Scope 1 emissions and Scope 2 gross operated emissions
as these are the emissions over which we have the most
control. The target covers all GHGs, but in practice will
likely apply to carbon dioxide and methane emissions as

our emissions of other greenhouse gases are not material.

The target informs climate goals at the business level. We
intend to report our progress against the target on an
annual, calendar-year basis.

@ Read more about our target.

Flaring

Flaring is a regulated and permitted process for the
controlled release and burning of natural gas during oil
and gas exploration, production and processing opera-
tions. Flaring is required to safely dispose of flammable
gas released during process upsets or other unplanned
events, and to safely relieve pressure before performing
equipment maintenance. Flaring is also used to control
and reduce emissions of volatile organic compounds
from oil and condensate storage tanks, and to manage
emissions at well sites that lack sufficient pipeline
infrastructure to capture gas for sale. Flaring has been
significantly reduced by utilizing closed-loop comple-
tions, central gas gathering systems, vapor recovery units,
directing condensate to sales pipelines and improving
uptime through operational excellence (a major focus for
all our operating facilities).
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Total Flaring Volume

— MMCF/MMBOE
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Methane and fugitive emissions

Managing emissions, particularly methane, is one of our
key priorities. Reducing emissions, even the small equip-
ment leaks known as fugitive emissions, is a key aspect of
our Global Onshore Well Management Principles. While
there are differing methods and many measurement
points, estimates of natural gas leakage rates between
gas processing plants and electric power plants vary
widely, from 0.7 to 2.6 percent.

We have standard operating procedures to detect and
repair leaks. Audio-visual-olfactory (AVO) inspections are
routinely performed during operator rounds to identify
any leaks or other issues. Leak detection and repair
(LDAR) is a work practice used to identify and quickly
repair leaking components, including valves, compres-
sors, pumps, tanks and connectors, in order to reduce
GHG emissions and increase efficiency.

At many of our locations, especially high-rate producing
wells and stand-alone compressor stations, we instituted
a periodic voluntary fugitive monitoring program using
forward-looking infrared (FLIR) cameras to enhance our
LDAR. FLIR cameras create real-time images of gases or
liquids leaking from pipes, vessels, tanks and other types
of process equipment. FLIR surveys are completed at
new or modified well sites and subsequent monitoring
surveys are conducted at least annually.

» | View more about LDAR.
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We fix leaks as soon as feasible, with many leaks

repaired either the same day or within a few days of
being detected. If additional time is required, we follow
standard maintenance processes by adding the required
repairs to our maintenance tracking system. After repairs
are completed, inspections ensure that the repairs are
successful. We implement engineered solutions and/or
operational changes if we identify developing trends of
systemic hardware problems.

Total Methane Emissions

B MM Tonnes CO, Equivalent

2013 2014 2015 2016 2017

Energy efficiency

We continually strive to make our operations more
energy efficient. This can provide an environmental
benefit through reduced emissions, as well as an
economic benefit through lower production costs or
greater sales revenue. Through the natural decline of pro-
duction, as our fields diminish in size, they tend to require
either the same, or in some cases, even greater amounts
of energy to extract the product and transport it for
processing or refining. Newer operations also tend to be
more energy intensive, as was the case in 2017 when our
intensity increased by 8.6 percent due to higher-intensity
operations at our Surmont 2 facility in Canada and the
divestment of lower-intensity assets. The chart below
shows how our use of energy per barrel of oil equivalent
produced has increased over time, despite conducting
several projects to improve the energy efficiency of our
producing fields.

METRICS AND TARGETS

Total Energy Use

— Trillion BTU/MMBOE
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Low-carbon products

In 2017, we supplied consumers with approximately

1.2 trillion cubic feet (or 3.270 billion cubic feet per day)
of natural gas. To put this in perspective, if all the natural
gas we produced in 2017 had been used to replace coal
for electricity generation, GHG emissions would have
been reduced by approximately 63 million metric tons,
more than double the company’s combined Scope 1 and
Scope 2 emissions for the year.

Carbon capture, use and sequestration

In the U.S. in 2017, we sold almost 120,000 tonnes of CO,
from process emissions to a third party that uses it for
enhanced or tertiary oil recovery and reservoir pressure
maintenance in oil reservoirs. Additionally, our operations
at Buckeye East in New Mexico use recycled CO, for
enhanced oil recovery, and in 2017 we purchased over
250,000 tonnes of CO, for injection.

Seven of Canada’s Oil Sands Innovation Alliance (COSIA)
member companies, led by ConocoPhillips Canada, part-
nered with NRG Energy, an integrated power company
in the U.S, to back a global competition to research
technologies to capture and transform CO,. The NRG.
COSIA Carbon XPRIZE challenges the world to reimagine
what can be done with CO, emissions by incentivizing
and accelerating the development of technologies that
convert CO, from fossil fuel combustion into valuable
products. Ten teams from five countries were recently
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METRICS AND TARGETS

IPIECA Global Water Tool Output: Water Resources by Watershed
Projected annual renewable water availability per person (2025)

[] Stress

[l Nodata M Extreme Scarcity [ Scarcity

named finalists for the $20 million competition. Teams
range from entrepreneurs and start-ups to academic
institutions and companies that have been tackling the
carbon challenge for more than a decade. The competi-
tion has two tracks: one focused on testing technologies
at a coal-fired power plant and one at a natural gas-fired
power plant. The 10 finalists received equal shares of

a $5 million milestone prize to test their technologies

at commercial scale under real-world conditions at the
Integrated Test Center in Gillette, Wyoming for the coal
track or at the Alberta Carbon Conversion Technology
Centre in Calgary for the natural gas track. Teams will be
scored on how much CO, they convert and the net value
of their products. Ultimately, each of the two winning
teams in the natural gas and coal tracks will be awarded a
$7.5 million grand prize in spring 2020.

Water

Water is integral to our operations and may be affected
by physical climate-related risks as some regions experi-
ence changes in temperature and precipitation patterns.
Water metrics are used to assess risk related to water
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[ sSufficient

B Abundant O ConocoPhillips operated asset

supply and disposal as well as opportunities for water
recycle and reuse. In regions with physical, regulatory or
social-related water risks, we explore alternatives to fresh
water, including deep brackish groundwater, recycled
produced water and reused municipal wastewater.

When evaluating water-related risks, we start at a high
level with an enterprise-wide review of physical water
supply risks around the world using the IPIECA Global
Water Tool for Oil and Gas. Each major operated asset
has completed a water risk assessment and, if required,
developed a Water Action Plan. We plot the locations of
our operated assets on a Global Water Tool map showing
projected water resources by watershed in 2025.

Some of our U.S. assets are in regions experiencing water
stress or scarcity or that are predicted to do so in the
future. We integrate water strategy and risk management
into our Long-Range Planning and business processes
and develop fit-for-purpose solutions to manage water
risks for each asset within its local context. Our Water
Action Plan includes multiple actions on freshwater con-
servation for our assets.
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Total Fresh Water Withdrawn

I Million Cubic Meters

Non-Fresh Water Withdrawn

I Million Cubic Meters

METRICS AND TARGETS

Produced Water Recycle/Reuse

I Million Cubic Meters
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In the arid Delaware Basin of western Texas and southern
New Mexico, we use non-fresh water for the majority of
our drilling and hydraulic fracturing and have worked

to improve our treatment and use of produced water
through multiple pilot projects using recycled produced
water since 2012. Our solution is a central water gather-
ing and distribution system with a portable treatment
system that can accept water from the drilling site, then
return it for use in hydraulic fracturing. This infrastruc-
ture, tailored to the region, offers flexibility for water
disposal or reuse, reducing our surface footprint as well
as emissions, dust and road noise associated with truck
transportation.

In the Eagle Ford region of southern Texas, less water
is produced with the natural gas and oil, so we target
deeper, more brackish water sources that are not

2017 Lower 48 Freshwater Withdrawal*

B Eagle Ford Niobrara
g

[ Bakken

I Delaware

3%

Niobrara

34%

Bakken

63%

Eagle Ford

*Basins not represented in the charts had no withdrawals.

used for municipal, domestic or agricultural purposes.
We've conducted several pilot projects, including using
non-freshwater sources, treated municipal wastewater
and recycled produced water to hydraulically fracture
our wells. We have also developed a three-dimensional
visualization tool, which provides a 3-D digital model of
aquifers, water wells and natural gas and oil wells.

Assurance

We conduct independent third-party limited assurance
for Scope 1, Scope 2 and Scope 3 emissions annually.
Every three years, we also include assurance on energy
use, flaring, criteria air pollutants, waste, liquid hydrocar-
bon spills, water and safety metrics. See our ERM CVS
Assurance Statement.

2017 Lower 48 Non-Freshwater Withdrawal*
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