low breakeven price
SPIRIT Values

Accelerating Our
Value Proposition
Canada Transaction Provides
Significant Catalyst

transformation

smart growth

differentiation

low cost of supply
acceleration

March 29, 2017
superior returns

flexibility

Cautionary Statement
The following presentation includes forward-looking statements. These statements relate to future events, such as anticipated revenues, earnings,
business strategies, competitive position or other aspects of our operations, operating results or the industries or markets in which we operate or
participate in general. Actual outcomes and results may differ materially from what is expressed or forecast in such forward-looking statements. These
statements are not guarantees of future performance and involve certain risks, uncertainties and assumptions that may prove to be incorrect and are
difficult to predict such as our ability to complete our sale of certain of our assets in western Canada (the Sale Transaction) to Cenovus Energy Inc.
(Cenovus) on the timeline currently anticipated, if at all; the possibility that regulatory approvals for the Sale Transaction will not be received on a timely
basis, if at all, or that such approvals may require modification to the terms of the Sale Transaction or our remaining business; business disruptions
during or following the Sale Transaction, including the diversion of management time and attention; our ability to liquidate the Cenovus common stock
received in the Sale Transaction at prices we deem acceptable, or at all; the ability to deploy the net proceeds from the Sale Transaction in the manner
and timeframe we currently anticipate, if at all; oil and gas prices; operational hazards and drilling risks; potential failure to achieve, and potential delays
in achieving expected reserves or production levels from existing and future oil and gas development projects; unsuccessful exploratory activities;
unexpected cost increases or technical difficulties in constructing, maintaining or modifying company facilities; international monetary conditions and
exchange controls; potential liability for remedial actions under existing or future environmental regulations or from pending or future litigation; limited
access to capital or significantly higher cost of capital related to illiquidity or uncertainty in the domestic or international financial markets; general
domestic and international economic and political conditions, and changes in tax, environmental and other laws applicable to ConocoPhillips’ business;
and other economic, business, competitive and/or regulatory factors affecting ConocoPhillips’ business generally as set forth in ConocoPhillips’ filings
with the Securities and Exchange Commission (SEC). We caution you not to place undue reliance on our forward-looking statements, which are only as
of the date of this presentation or as otherwise indicated, and we expressly disclaim any responsibility for updating such information.
Use of non-GAAP financial information – This presentation may include non-GAAP financial measures, which help facilitate comparison of company
operating performance across periods and with peer companies. Any non-GAAP measures included herein will be accompanied by a reconciliation to
the nearest corresponding GAAP measure either within the presentation or on our website at www.conocophillips.com/nongaap.
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 presentation 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 Form 10-K and other reports and filings with the SEC. Copies are available from the SEC and
from the ConocoPhillips website.
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Portfolio & Strategy Impact
Matt Fox
EVP, Strategy, Exploration & Technology
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Transformational, Win-Win Transaction

ConocoPhillips

Cenovus

• Immediate, significant impact on
value proposition

• Achieves scope and scale of
Canadian major

• Accelerates rapid reduction of
debt and doubling of share
repurchases

• Premier operator in two top-tier
asset classes (Deep Basin gas and
FCCL)

• Improves portfolio cost of supply
and margins

• Opportunity to accelerate growth
and create value

• Retains price upside via contingent
payment and Cenovus equity

• ConocoPhillips equity ownership
demonstrates confidence in
Cenovus’ outlook

• Retains focused position in
Surmont and Blueberry-Montney
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Summary of Transaction
Scope & Terms

Canada Assets – 2016 Actuals
Assets Sold
Assets Retained

Transaction Scope
Included

FCCL, Deep Basin, Kaybob-Edson & Clearwater

Excluded

Surmont, Blueberry-Montney

Upfront Consideration Elements ($B)
Cash

10.6

Cenovus Equity1

2.7

Purchase Price

13.3

Contingent Payment Over 5 Years

CA$6MM quarterly for every CA$1 WCS price
above CA$52/BBL (~$52/BBL WTI2)
Closing anticipated 2Q17
1
2

Equity value based on closing price March 28, 2017.
Assuming CAD/USD of 0.75 and WCS – WTI differential of ~$13/BBL (as of March 28, 2017).

Blueberry
82 M acres

Deep Basin, KaybobEdson & Clearwater
~115 MBOED
~3 MM acres

British Columbia

Surmont
~35 MBOED

FCCL
~150 MBOED

Alberta

Transaction Asset Metrics
2016 Net After Royalty (NAR) Production

YE 2016 NAR
Reserves (BBOE)

265 MBOED
(Liquids: 179 MBD, Gas: 520 MMCFD)

1.3
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Use of Transaction Cash Proceeds Guided by Principles & Priorities
Value Proposition Principles

Strong
Balance
Sheet

Cash Allocation Priorities
1st

Invest capital to maintain
production and pay existing
dividend

2nd

Annual dividend growth

3rd

Reduce debt and target ‘A’
credit rating

4th

20-30% of CFO total
shareholder payout

5th

Disciplined growth capital

PRIORITY

Growing
Dividend

PRIORITY

RETURNS

Disciplined
Growth

PRIORITY

PRIORITY

PRIORITY

Percent of cash returned to shareholders includes dividends and repurchase of company common stock divided by cash provided by operating activities.

Allocation of Cash Proceeds
• Flat production for <$5B and
pay dividend

Funded by
cash from
operations • Expect to grow dividend
annually

Funded by • Reducing debt to $20B in 2017;
reset target to ~$15B
transaction
cash
• Doubling share repurchase
proceeds
program to $6B
Future
• Maintaining capital discipline
opportunity
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Transaction Has Immediate & Significant Impact on Value Proposition
• Supercharges value proposition – three-year financial plan exceeded in less than one year
• Accelerates priorities and strategy outlined at November 2016 Investor Meeting
• Expect to achieve gross debt of $20B in 2017
• Doubling share repurchase authorization to $6B total over three years; tripling 2017 repurchases to $3B
• Closing expected in 2Q17
• Continuing to market the asset packages announced for sale at November 2016 Investor Meeting
• Total asset sales now expected to be >$16B in 2017
• Positions company for differential free cash flow generation & improved returns

• Unlocks value of Canadian portfolio
• Top-tier Canadian assets achieve a premium valuation inside Canadian company
• Accelerates value realization from under-exploited Deep Basin assets
• ConocoPhillips retains top-tier, operated oil sands and Blueberry-Montney liquids-rich unconventional

• Improves underlying financial and portfolio metrics
•
•
•
•

CFO at $50/BBL Brent unchanged; Cenovus equity/contingent payment retain upside exposure at >$50/BBL Brent
Increases cash margins by 20%1
Portfolio average cost of supply (CoS) improves to ~$35/BBL from ~$40/BBL at November 2016 Investor Meeting
Capital for flat production unchanged; maintain 30+ years of inventory at an average CoS of ~$35/BBL

At $50/BBL Brent. Cash margins is a non-GAAP term, calculated as cash provided by operating activities divided by production.
Free cash flow is a non-GAAP measure and is defined in the non-GAAP reconciliation on our website.

1
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Cash Proceeds Used to Reduce Debt to $20 Billion in 2017
DELEVERAGING
ACHIEVED

Maturity Profile
6

<$15B NET DEBT
PLAN TO MAINTAIN NET
DEBT ~$15B

5
4

NET DEBT

$20B
Gross
Debt

$B

$27B
Gross
Debt

~$15B
Gross
Debt

YE 2016

YE 2017E

YE 2019

YE 2016
@ $44/BBL

YE 2017E
@ $55/BBL

YE 2019
@ $55/BBL1

Debt/CFO

5.6x

~2.8x

~1.6x

Net Debt/CFO

4.8x

~1.8x

<1.6x

Annual Interest

$1.25B

~$0.95B2

~$0.80B2

Brent flat real price.
Figures presented on a pro forma basis as if the transaction were completed on Jan. 1, 2017. Actual closing expected in 2Q17.
Net debt is a non-GAAP measure and is defined in the non-GAAP reconciliation on our website.

Maturities retired by YE 2017
Potential maturities retired by YE 2019
Retired at maturity

3
2
1
0

2017 2018 2019 2020 2021 2022 2023 2024 2025

MOST OBLIGATIONS CLEARED
THROUGH 2023

1
2
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Cash Proceeds Used to Double & Accelerate Share Repurchases
• Doubling current repurchase authorization from $3B to $6B
• Original plan returned >30% of CFO to shareholders through
dividend and share buybacks at $50/BBL Brent
• New plan also returns 30% of transaction cash proceeds

• Tripling share buybacks from $1B to $3B in 2017
• Delivering scope of original three-year program in one year

EXCEEDING
TARGET
RETURNS
TO SHAREHOLDERS

Percent of cash returned to shareholders includes dividends and repurchase of company common stock divided by cash provided by operating activities.
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Transaction Proceeds Retain Exposure to Price Upside
Equity Consideration

Contingent Payment

• 5-year duration
• No annual or cumulative caps
• CA$6MM quarterly for every CA$1 WCS
price above CA$52/BBL (~$52/BBL WTI2)
• Adjusted for material production outages
1

Equity priced at closing on March 28, 2017.
CAD/USD of 0.75 and WCS – WTI differential of ~$13/BBL (as of March 28, 2017).

2 Assuming

18
16

Total Consideration ($B)

• Receiving 208 million shares of Cenovus
common stock
• Lock-up period of 6 months begins at
closing

Total Consideration vs. Price

14
12

$2.7B Equity Proceeds1

10

$10.6B Cash Proceeds

8
6
4
2
0
50

60

70

Brent Flat Real ($/BBL)
Gain in Equity Value vs. Price
Equity

Contingent Payment
Cash
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Maintaining Portfolio Strength
2017 Estimated Pro Forma Metrics1

2017 NAR Production

Pre-Transaction

Post-Transaction

1,540 – 1,570 MBOED

1,260 – 1,290 MBOED
Oil

Oil
20

Production Mix

35
20
10

15

NGL
Int'l Gas
NA Gas

Asset Class Production Split %

15

Bitumen

Bitumen
40

30
10 5

30/55/15

25/55/20

$6B

$5.6B

CFO @ $50/BBL Brent

$6.5B

$6.5B

GAAP Capital for Flat
Production ($B)

<$5B

<$5B

6.4 BBOE

5.1 BBOE

(Oil Sands & LNG/Conv./Uncon.)

Adj. Operating Costs ($B)

Reserves (YE 2016)

1 Figures presented on a pro forma basis as if the transaction were completed on Jan. 1, 2017. Actual closing expected in 2Q17.
Adjusted operating costs is a non-GAAP measure. A non-GAAP reconciliation is available in the appendix of this deck.

NGL
Int'l Gas
NA Gas
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Transaction Reduces Average Portfolio Cost of Supply to ~$35/BBL
Transaction Impact on Resource with Cost
of Supply <$50/BBL

15 BBOE with Cost of Supply <$50/BBL

18

15

Cost of Supply ($/BBL)

BBOE

60

1

FCCL &
Deep Basin

Post
Transaction

Avg. CoS1

~$40/BBL

~$35/BBL

Resource life1

31 Years

32 Years

Average cost of supply and resource life calculated based on total resources with <$50/BBL Brent cost of supply.

REDUCED FROM ~$40/BBL
TO ~$35/BBL

40

20

0
Investor Meeting
Nov. 2016

AVERAGE COST OF SUPPLY

0

0

LNG & Oil Sands

5

10
Conventional

15
Unconventional
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Retaining High-Quality, Operated Assets with Upside Potential

Surmont
• Operated legacy project
• Major investment phase complete
• ~5 BBOE resource; reducing cost of supply
• ~70 MBOED long life base production
• Potential for 50% capacity increase through
debottlenecking and brownfield expansion

Blueberry-Montney
• Now entirely focused on 100% owned and
operated liquids-rich unconventional play
• Encouraging appraisal well results
• Expect <$40/BBL cost of supply
• Continuing to expand acreage position
• Currently updating our resource assessment
based on well results and expanded acreage
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The Plan We Presented in November Achieved All Priorities in 3 Years
Estimated Sources and Uses of Cash (2017-2019) at $50/BBL Brent

Leverage
to Upside
Accelerating
Value Proposition

Reduced Portfolio
Breakeven

Cash Allocated to Maximize
Total Shareholder Returns

>$50/BBL
Brent
Expected
Dispositions

$3B Authorized
Debt Reduced
$7B

Starting Cash

CFO @
~$50/BBL
Brent

Sources
of Cash

Modest
Growth

Capital for
Flat Production

Sustainable
through the
cycles
Base
Dividend

Annual
growth

Achieve debt
target of
$20B

Return 20-30%
CFO to
shareholders

High return
organic
investment

Dividend
Growth

Debt
Reduction

Share
Repurchases

Disciplined
Growth Capital

2nd

3rd

4th

5th

1st

Priority
Percent of cash returned to shareholders includes dividends and repurchase of company common stock divided by cash from operating activities.

Priority

Priority

Priority

Priority
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…This Transaction Allows ConocoPhillips to Achieve Priorities in 1 Year
Estimated Sources and Uses of Cash (2017-2019) at $50/BBL Brent
Leverage
to Upside

Contingent
payment &
>$50/BBL

Cash Allocated to Maximize
Total Shareholder Returns

Additional
Dispositions

Accelerating
Value Proposition

+$3B

Canada
Transaction
Proceeds

$3B Authorized

+$5B

Starting Cash

Reduced Portfolio
Breakeven

Debt Reduced
$7B

$20B debt
target
achieved

CFO @
~$50/BBL
Brent

Sources
of Cash

Modest
Growth

Capital for
Flat Production

Sustainable
through the
cycles
Base
Dividend

Doubling &
accelerating
repurchases

Annual
growth

New target of
~$15B by
YE 2019

Exceeding
30% of CFO
payout in the
near term

High return
organic
investment

Dividend
Growth

Debt
Reduction

Share
Repurchases

Disciplined
Growth Capital

2nd

3rd

4th

5th

1st

Priority
Percent of cash returned to shareholders includes dividends and repurchase of company common stock divided by cash from operating activities.

Priority

Priority

Priority

Priority
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Transaction Represents Significant Catalyst
• Achieved three-year plan in less than one year
• Provides catalyst for investors
• Immediate deleveraging of balance sheet
• Commitment to return capital to shareholders via growing dividend and
buybacks
• Confidence in execution of the business plan

• Transaction clears the way for delivering unique value
proposition

• Focus on free cash flow generation
• Allocate cash flow according to priorities
• Disciplined growth from low cost of supply portfolio

• Goal to deliver double-digit returns to shareholders annually
Free cash flow is a non-GAAP measure and is defined in the non-GAAP reconciliation on our website.
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Reconciliation
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