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Building a Resilient Strategy
for the Energy Transition

Managing Climate-Related Risks

In a world aiming for net-zero emissions, we have a framework that consists of the
governance, strategic capability, risk management processes and disclosure to
demonstrate resilience across a range of transition scenarios. Our current Climate Risk
Strategy and actions for our oil and gas operations are aligned with the aims of the
Paris Agreement while being responsive to shareholder interests for long-term value
and competitive returns.

2022 PERFORMANCE HIGHLIGHTS
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Published a progress report on our Plan for the Net-Zero
Energy Transition to describe key milestones achieved
throughout 2022 as we advance our efforts to manage
through the energy transition and address the associated
risks and opportunities.

Developed a new net-zero scenario modeling the
collective global government and societal actions that
would be required to align with limiting warming to
1.5 degrees.

Improved our Paris-aligned target framework with
progress against our targets, including:

Strengthening our previously announced operational
GHG emissions intensity reduction target to 50-60%
by 2030 on both a gross operated and net equity
basis from a 2016 baseline.

+ Achieving near-zero methane emissions intensity by
2030. This goal was set in response to meeting our
10% methane emissions intensity reduction target
four years early, from a 2019 baseline.

- Achieving a target of zero routine flaring by 2025,
five years sooner than the World Bank Initiative's
goal of 2030.
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Spent approximately $150 million on Scope 1and 2
emissions reductions and low-carbon opportunities.

Joined the Qil and Gas Methane Partnership (OGMP) 2.0
Initiative, a globally recognized initiative for methane
emissions measurement and reporting.

Compared to 2021, reduced our operational GHG
emissions on both an intensity and absolute basis by 14%.

Reduced both our methane intensity and flaring intensity
(4% and 12% respectively) and decreased total flaring
volumes by 13% compared to 2021. Routine flaring
decreased 90% from 2021.

Developed an implementation plan for our Scope 3
Supplier Emissions Strategy to address climate-related
risks in our supply chain.

Demonstrated active advocacy for an economy-

wide U.S. carbon price that would directly address
consumer demand for energy and end-use (Scope 3)
emissions. Supported policy advocacy beyond carbon
pricing to include other end-use emissions policy and
regulatory action.

Advanced several energy transition and low-carbon
technologies efforts, including LNG and potential CCS
and hydrogen projects.



Governance Framework

Governance Framework

Our comprehensive climate-related risk governance framework extends from the Board of Directors through executive and
senior management to the working levels in each of our business units (BUs).

Board Oversight

The ConocoPhillips Board of Directors oversees our position The board delegates certain elements of climate oversight
on climate change and related strategic planning and risk functions to one or more of the five standing committees:
management policies and procedures, including those o Executive

for managing climate-related risks and opportunities. « Audit and Finance

In particular, the board reviews:
¢ Human Resources and Compensation
¢ Sustainable development risk management processes.
e Directors’ Affairs
e Enterprise risk management policy and output.
e Public Policy and Sustainability
¢ Corporate strategy and Climate Risk Strategy.
« Energy transition scenarios and planning. Each committee, other than the Executive Committee, is
o ) ) made up of independent directors and convenes at least
¢ GHG emissions intensity target and progress. . .
quarterly. Issues considered by the committees are, as

* Low Carbon Technologies plans. appropriate, regularly reported to the full board.
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Governance Framework

The Audit and Finance Committee (AFC) oversees enterprise
risk management (ERM). The AFC facilitates 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,
through the ERM system, we address, mitigate and manage
enterprise risk, including climate-related considerations
that influence market, reputational, operational and
political risks.

The Public Policy and Sustainability Committee (PPSC)

is responsible for identifying, evaluating and monitoring
climate-related trends and risks that could affect business
activities and performance. In 2022, the PPSC met

five times, received in-depth briefings and engaged in
discussions on the following climate-related topics:

¢ Development and implementation of strategies for climate
risk, the energy transition, supplier emissions, financial
sector engagement and low-carbon technologies.

¢ |Improvement to target-setting with addition of near-
zero methane intensity goal and commitments under
OGMP 2.0.

¢ Reporting and disclosure efforts including SD report issue
prioritization, framework mapping, integrated reporting,
low-carbon technology communications and elevated
assurance process updates.

¢ Review of our feedback to the E&P Net-Zero Principles
created by the Ceres Investor Network-led Roundtable.

¢ Review of ESG trends in the financial sector and
climate-related shareholder resolutions.

¢ Review of SD achievements in 2022 and priorities
for 2023.
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Actions from the PPSC are reported to the full board at the
next board meeting on a quarterly basis.

Other board committees also address climate-related
issues. The Human Resources and Compensation Committee
reviews executive compensation and performance-based
components, including sustainability performance. Annual
incentive programs promote responsibility for sustainability
progress throughout all levels of the organization as well

as achievement of strategic milestones and objectives

that address stakeholder issues essential to sustaining
excellence in environmental and social performance.

Read more about the skills and qualifications of our
board members.

Executive Management

The Executive Leadership Team (ELT) manages climate-
related risks and opportunities and drives the business in
implementing climate-related plans, including:

¢ Reviewing and approving GHG pricing forecasts for
inclusion in our Long-Range Planning and project
authorization reviews.

e Supporting climate-related Variable Compensation
Incentive Plan milestones.

¢ Reviewing the GHG emissions Long-Range Plan and
peer analysis.

e Approving plans for advancing low-carbon technologies
and transition opportunities.

The Executive Vice President (EVP), Strategy, Sustainability
and Technology, who reports to the chief executive officer,
has overall accountability for corporate planning and
development, including corporate strategy and Long-Range
Planning. The EVP, Strategy, Sustainability and Technology,
has ultimate responsibility for climate risk management


http://static.conocophillips.com/files/resources/afc-charter-120718.pdf
https://static.conocophillips.com/files/resources/ppsc-charter-1072021.pdf
http://static.conocophillips.com/files/resources/hrcc-charter-120718.pdf
https://www.conocophillips.com/investor-relations/corporate-governance/board-of-directors/board-members/

and the implementation of our net-zero ambition. The

SVP, Government Affairs is responsible for government
engagement and advocacy on climate-related public policy.
In addition, the Sustainability and Public Policy Executive
Council (SPEC), a subcommittee of the Executive Leadership
Team, leads global oversight of existing and emerging
sustainable development and public policy risks including

climate change.

Members of SPEC met five times during the year for
detailed briefing and discussion on emerging climate-related
issues, strategic priorities and the Climate Risk Strategy.
Examples of climate-related issues reviewed by SPEC during

2022 include:

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 mitigation
activities. Enterprise risks are then presented to the Audit
and Finance Committee of the board. The climate-related
risk category is managed by the SD team; the EVP, Strategy,
Sustainability and Technology and SVP, Government Affairs
are jointly accountable for this risk.

SD report highlights, reporting landscape overview and

assurance process updates.

Our external collaboration with the Ceres Investor
Network-led E&P Net-Zero Principles Roundtable and our
financial sector engagement strategy.

Review of climate-related shareholder resolutions and
proposed revisions to ESG milestones within the Variable

Cash Incentive Program.

Net-zero governance process and review of SD priorities

for 2023.

Governance Framework

GOVERNANCE FRAMEWORK

Feedback and communication at all levels of the chain
is an important feature of our governance structure.

BOARD OF
DIRECTORS

EXECUTIVE
LEADERSHIP
TEAM

SUSTAINABLE
DEVELOPMENT
LEADERSHIP
TEAM

OPERATIONS

Note: Each layer represents a governance level and
the corresponding membership entity/support.

* Public Policy
and Sustainability
Committee

 Sustainability and
Public Policy
Executive Council

* Business Unit
Presidents

* Function Heads

* Sustainable
Development Team

* Business Unit
Leadership

* Subject Matter Experts
* HSE Leadership

* Global SD Issues
Working Groups
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Governance Framework

Organizational
Management

Sustainable Development
Leadership Team

The Sustainable Development Leadership Team (SDLT) is
comprised of global business unit presidents and functional
department heads supported by the SD team. Chaired by the
vice president, Sustainable Development, the SDLT consults
on and facilitates alignment on SD strategic priorities, goals,
action plans and results throughout the company.

Sustainable Development Team

The SD team is responsible for advising the ELT and board
on long-term climate-related risks and opportunities for

our business and ensuring that these issues are integrated
appropriately into strategic decisions. The SD team reports
to the executive vice president, Strategy, Sustainability and
Technology, who reports to the chief executive officer. The
vice president, Sustainable Development, leads the standing
SD agenda item for the PPSC.

The SD team works closely with the Environmental
Assurance group within the Health, Safety and Environment
(HSE) function to provide and validate environmental
metrics for public disclosure and track our performance
against those metrics, aiming for completeness, accuracy
and consistency. The groups collaborate to ensure that

the requisite climate risk tools, processes and procedures
are developed and integrated into our activities. The SD
team also works with the Low Carbon Technologies (LCT)
organization on cross-functional efforts to achieve our

6 ConocoPhillips Managing Climate-Related Risks 2022

net-zero operational emissions ambition. The individual SD
and LCT governance processes are each fit-for-business
governance structures established to drive oversight

and accountability.

Governance of Net-Zero
Operational Emissions Ambition

In 2022, we established a governance structure and decision
framework to operationalize and achieve our net-zero
operational emissions ambition through business planning,
collaboration, project execution, technology advancement
and innovation that complements our Sustainable
Development governance structure and decision framework.
The Net-Zero Executive Council (NZEC) and Net-Zero
Leadership Team (NZLT) will provide the direction and
decision making necessary to properly resource and execute
actions to achieve our net-zero ambition. Our executives’
engagement and ownership of these efforts will drive
accountability and action across the company.

NZEC provides oversight and direction on enterprise-

wide strategies, policies and progress toward achieving

our net-zero operational emissions ambition and interim
emissions reduction targets. With coordinated membership
and timing, NZEC and SPEC meet regularly to align net-zero
objectives with our Climate Risk Strategy and external
commitments. Responsibilities include:

e Setting strategic priorities relating to emissions
reductions efforts, including goal setting, pace of
execution and progress.

¢ Approving annual marginal abatement cost curve
(MACC) budget, informed by the Net-Zero Operational
Emissions Roadmap.



Governance Framework

NZLT, whose membership includes BU presidents and NZEC and NZLT are also supported and advised by the
leaders within LCT, HSE, Global Technical Functions, SD, IT, cross-functional Net-Zero Advisory Council (NZAC). NZAC
Planning and Development, Legal and Public Policy, provides are partners for collaboration alongside Low Carbon
oversight on operationalizing the net-zero operational Technologies to:

emissions ambition in our BUs and provides functional « Provide input to MACC process for clarity and

support and subject matter expertise. The NZLT addresses observability to potential pathways to net-zero by 2050.

tactical implementation issues and decisions relating to o )
, , ) , e Work with internal teams to address and articulate
BU-level target setting, ensuring alignment with corporate ) ) ] )
o potential capital and resource requirements for meeting
targets. Responsibilities include: ) o
our operational net-zero ambition.

e Establish goals aligned with BU emissions reduction o o
e Engage with internal stakeholders to ensure emissions
programs, corporate targets and strategy. , . )
reduction strategies are embedded into our core

e Drive accountability, alignment, focus and action for ConocoPhillips culture.

execution. )
¢ Ensure we have the right tools and process to plan,

* Champion BU strategy and endorse potential BU execute and track our emissions reductions efforts within

roadmaps. Read more about our Operational Net-Zero a flexible framework responsive to shifts in regulations

Roadmap. and technology.
e Drive alignment and set consistent messaging across

the organization.

GOVERNANCE ALIGNMENT

Sustainable Development Net-Zero
SPEC & SDLT NZEC & NZLT

Setting strategy through external targets é Enabling strategy through BU execution

Climate risk strategy focus 21 Net-Zero “operationalization” focus
/' \

External communication and disclosure x Internal communication and planning
Setting emissions target metrics @ Translating targets into BU goals
Corporate strategy integration '\OJ BU operational strategy integration

000
SD function principally accountable m LCT function principally accountable
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Governance Framework

Operations

Each ConocoPhillips business unit is responsible for
identifying and monitoring near-and medium-term climate-
related risks and opportunities and integrating sustainability
issues, as appropriate, into day-to-day operations, project
development and decision making. BUs participate in our
internal HSE auditing program as well as an annual goal-
setting process that includes the Climate Change Action
Plan to mitigate risks and a GHG emissions intensity target;
they report progress to the ELT.

The SD team leads the Climate Change Issues Working
Group (CCIWG), an internal, global, cross-functional group
for knowledge sharing among business units and functions.
Subject matter experts from the business units are members
of the CCIWG, which meets quarterly to discuss climate-
related risk, including:

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

¢ Developments in operational emissions reduction
technology.

¢ The outlook for GHG prices that might impact our
operations.

¢ Climate-related Long-Range Planning issues.

e |egislative and regulatory actions and related activities
and positions of trade associations.

¢ Emerging climate-related risks.

8 ConocoPhillips Managing Climate-Related Risks 2022

The objective of the CCIWG is to share key climate-related
risk learnings across the company, identify issues and work
to resolve them as they arise. The CCIWG also provides input
from subject matter experts on climate-related processes,
procedures and issues prior to review by the SDLT.

Climate-Linked
Compensation

Climate-related performance is considered in our annual
short-term Variable Cash Incentive Program (VCIP) that
applies to all employees. In 2022, this performance was
considered within our Strategic and ESG Milestones where
we demonstrated progress toward our Paris-aligned climate
risk framework by establishing new methane and flaring
targets, executing more than 90 operational emissions
reduction projects and advancing business development
opportunities for low-carbon investments.

The company is also closely engaged with the Human
Resources and Compensation Committee to ensure our
emissions reduction and climate-related goals continue to
be reflected in our employee and executive compensation
programs. To add additional accountability to reducing
our GHG emissions intensity, the 2023 VCIP will include a
stand-alone measure requiring that we achieve an annual
GHG emissions intensity aligned with our 2030 target
trajectory range.

Read more about how sustainability performance is a
component of executive compensation.


https://www.conocophillips.com/sustainability/managing-climate-related-risks/metrics-targets/ghg-target-principles/
https://www.conocophillips.com/sustainability/integrating-sustainability/sustainable-development-governance/executive-management/

Key Processes

Climate-related considerations are integrated into the

following key business planning processes for the company:

e Scenario planning.

e Corporate strategy.

e Long-Range Plan.

¢ SD risk management process.

e Enterprise Risk Management.

Governance Framework

Our SD risk management process, risk register and Climate
Change Action Plan are used to identify risks, guide goal
setting and track performance. 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.

MANAGEMENT SYSTEM APPROACH TO SUSTAINABLE DEVELOPMENT 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.

IDENTIFY 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 Managing Climate-Related Risks 2022 9



Strategy

Strategy

Our objective is to manage climate-related risk, optimize
opportunities and better equip the company to respond to
evolving investor sentiment, technologies for emissions
reduction, alternative energy technologies and uncertainties
such as government policies.

The continually evolving energy landscape requires a
strategy that will remain robust across a range of potential
future outcomes. Our strategy is comprised of four pillars:

e Targets: Our framework consists of a hierarchy of
targets — a long-term ambition that sets the direction and
aim of the strategy, medium-term performance targets
for operational GHG emissions and methane intensity,
and near-term targets for flaring and methane intensity
reductions that guide implementation of our strategy.

¢ Technology choices: We continue to enhance our
emissions reduction programs in our current operations,
while also evaluating new opportunities and technologies
that can closely integrate with our global operations,
markets and competencies.

¢ Portfolio choices: We have integrated climate-related risk
into our portfolio decision making through consideration
of carbon pricing and focusing on low cost-of-supply, low
GHG intensity resources.

* External engagement: Our stakeholders’ points of view
inform the evolution of our climate-related frameworks,
actions and public policy.

Progress in these four pillars is demonstrated throughout
the following sections. Across the pillars, our strategy takes
into consideration transition demand, results from scenario
planning, near-, medium-, and long-term risks and ways to
address impacts from those risks.

10 ConocoPhillips Managing Climate-Related Risks 2022

Plan for the Net-Zero
Energy Transition

Overview

An important component of our Climate Risk Strategy is the
Plan for the Net-Zero Energy Transition, first published in our
Proxy Statement in 2022. The plan shows how we intend to
play a valued role in the energy transition by executing on
our Triple Mandate: reliably and responsibly meeting energy
transition pathway demand, delivering competitive returns
on and of capital and achieving our net-zero operational
emissions ambition.

First, meeting transition pathway energy demand requires

a focus on delivering production that will best compete in
any transition scenario. This production will be delivered
from resources with a competitive cost of supply and low
GHG intensity, as well as diversity by market and asset type.
Next, in delivering competitive returns, ConocoPhillips has
been a leader in shifting the exploration and production
sector’s value proposition away from one focused on

TRIPLE MANDATE

DELIVER
COMPETITIVE
RETURNS

MEET
TRANSITION
PATHWAY DEMAND

ACHIEVE
NET-ZERO
OPERATIONAL EMISSIONS
AMBITION'

' Scope 1and 2 emissions on a net equity and gross operated basis.


https://static.conocophillips.com/files/resources/plan-for-the-net-zero-energy-transition.pdf

production toward one focused on returns. Finally, to drive

accountability for the emissions that are within our control,
we are progressing toward achieving our net-zero Scope 1

and 2 emissions ambition.

In service of these three objectives, our plan describes how
the company will:

Maintain strategic flexibility:

e Build a resilient asset portfolio with a focus on low cost of
supply and low GHG intensity to meet transition pathway
energy demand.

e Commit to capital discipline through use of a fully
burdened cost of supply, including cost of carbon, as the
primary basis for capital allocation.

e Track the energy transition through a comprehensive
scenario planning process to calibrate and understand
alternative energy transition pathways and test the
resilience of our corporate strategy to climate risk.

Reduce Scope 1 and 2 emissions:

e Set targets for emissions over which we have ownership
and control, with an ambition to become a net-zero

company for Scope 1 and 2 emissions by 2050.

Address Scope 3 emissions:

e Advocate for a well-designed, economy-wide price on
carbon and engage in development of other policy and
legislation to address end-use emissions.

e Work with our suppliers for alignment on GHG emissions
reductions.

Contribute to an orderly energy transition:
e Build an attractive LNG portfolio.

¢ Evaluate potential investments in emerging energy
transition and low-carbon technologies.

The Energy Transition Challenge

Meeting the central aim of the Paris Agreement to
strengthen the response to climate change is a worldwide
imperative for which governments and companies alike
have adopted net-zero ambitions. The resulting energy
transition will be complex, with many possible pathways
and uncertainties — more likely an evolution than a
near-term step-change. We acknowledge the urgency and

Strategy

importance of limiting global average temperature increases.
ConocoPhillips is applying its strategic capabilities and
resources to meet this challenge in an economically viable,
accountable and actionable way that balances the interests
of our stakeholders. Our goal is to support an orderly
transition that matches supply to demand and focuses

on returns on and of capital while safely and responsibly
delivering affordable energy.

Our plan does not include a Scope 3 (end-use) emissions
target. We recognize that end-use emissions must be
reduced to meet global climate objectives. However, it is our
view that supply-side constraints through Scope 3 targets
for North American and European upstream oil and gas
producers would be counterproductive to climate goals. In
the absence of policy measures that address global demand
and with the shape and pace of technology and policy yet
to be determined, Scope 3 targets would shift production to
other global operators, potentially eroding energy security
and affordability.

The plan was endorsed by the board’s PPSC and was
designed to help investors and other stakeholders gain an
understanding of the valued role ConocoPhillips intends to
play in an orderly energy transition.

Since first publishing the plan, we have continued to focus
on implementing our Climate Risk Strategy and advancing
the plan’s objectives. Our commitment to these efforts is
demonstrated by our achievements made to date — many
of which have been completed ahead of schedule. As we
achieve our goals, we fine-tune our strategy and refine our
commitments in ongoing alignment with the aims of the
Paris Agreement.

Through our ongoing consideration of transition scenarios,
the strategic planning process and stakeholder engagement,
we expect the plan to continue evolving as the energy
transition progresses over time. The following table shows
our progress on key milestones since the plan’s first
publication. Updates represent progress through the end of
2022 and include our 2023 plans to continue advancing our
strategy to remain resilient under any scenario. Reflecting
the recommended TCFD report structure, the following
components of the plan are linked and detailed elsewhere in
this report.

ConocoPhillips Managing Climate-Related Risks 2022 11



Strategy

2022-2023 PROGRESS REPORT

STRATEGIC
FLEXIBILITY

REDUCING SCOPE 1 AND 2 EMISSIONS

ADDRESSING END-USE (SCOPE 3) EMISSIONS

4
=
=
(2]
Z
<
o
-
>
O
o
L
4
w
L
I
=
(o]
[t
(L)
=
[
2
=
o
[
Z
o
(&)
[=]
Z
<

Resilient
Portfolio
and Scenario

Flaring Methane

Overall GHG

Offsets

Advocacy and
Public Policy

Supply Chain
LNG Engagement

CcCs

Hydrogen

Analysis

Continued focus on low cost of supply and low GHG intensity resources that meet transition pathway energy demand.

Developed a new net-zero scenario modeling the collective global government and societal actions that would be
required to align with limiting warming to 1.5 degrees.

Assets with less than 10 kg CO,e/BOE are projected to represent a larger portion of our portfolio by 2030.

Achieved near-term 10% methane intensity reduction target four years early.
Reduced methane intensity by ~70% since 2015.

Set new target to achieve near-zero methane intensity by 2030 (1.5 kg CO,e/BOE or approximately 0.15%
of natural gas produced).

Joined OGMP 2.0 and Veritas initiatives to improve methane measurement and reporting transparency.

On schedule to meet the World Bank Zero Routine Flaring goal by 2025.
In 2022, routine flaring decreased nearly 90% from 2021.

Strengthened GHG intensity reduction target to 50-60% by 2030 from a 2016 baseline for both gross operated
and net equity emissions.

Achieved 41% gross operated and 36% net equity GHG intensity reductions by year-end 2022 from 2016.
Spent approximately $150 million on Scope 1 and 2 emissions reductions and low-carbon opportunities in 2022.

Participated in a Ceres-led Roundtable to discuss solutions for reaching net-zero emissions with cross-sector
participation from the financial sector and exploration and production (E&P) oil and gas companies.

Tasked each global business unit with developing potential options to achieve our operational net-zero ambition.
Expanded third-party limited assurance to all sustainability disclosures in this Sustainability Report.
Began chairing a National Petroleum Council study on GHG emissions reduction across the U.S. natural gas value chain.

Began evaluating diversified investments in offset projects and funds, such as Climate Asset Management’s
Nature-Based Carbon fund which has supported the Restore Africa Programme. Supporting offset projects in Mexico
aimed at improved forest management for future offset issuance.

Expanded policy advocacy beyond carbon pricing to include end-use emissions policy and regulatory action such as
direct federal regulation of methane, supporting alternative transportation and power generation, and national policy
recommendations on natural gas across the value chain.

Continued support of the Climate Leadership Council (CLC) and Americans for Carbon Dividends (AFCD)

to advance carbon pricing in the U.S. as the most effective and predictable policy action to reduce GHG emissions
across the economy.

Worked closely with members of the Business Roundtable (BRT) and the American Petroleum Institute (API)

to engage with the Voluntary Carbon Markets Initiative.

Working with World Bank’s Carbon Pricing Leadership Coalition (CPLC) as a private sector partner to share

and expand the evidence base for effective carbon pricing.

Incorporated Scope 3 supplier emissions into targeted supplier evaluations.
Held annual ConocoPhillips Supplier Sustainability Forum to share key sustainability messages and best practices.
Began building a governance framework for supplier sustainability.

Collaborating with industry groups and third-party partners to align on collection, reporting and supplier engagement
for supplier emissions.

Purchased an additional 10% shareholding interest in Australia Pacific LNG (APLNG) in 2022 and in 2023
announced plans to acquire up to an additional 2.49% shareholding interest.

In the first quarter of 2023, purchased an equity interest in new large-scale LNG facility with Sempra Infrastructure
and secured 5 MTPA of offtake.

Signed agreements to supply long-term LNG to Germany in partnership with QatarEnergy.

Continued evaluation of potential opportunities to develop carbon capture and storage (CCS) hubs along the
U.S. Gulf Coast.

Joined Canada’s Oil Sands Pathways Alliance working toward net-zero by 2050 through CCS.

Established strategic technology partnership with a chemistry innovator to advance CCS process capability for
deployment in company projects.

Evaluating the development of blue and green ammonia as a low-carbon power generation fuel from

the U.S. Gulf Coast with Japanese energy company JERA.

Invested in a venture with Canadian energy technology company Ekona Power to develop hydrogen production
technology through methane pyrolysis.

12 ConocoPhillips Managing Climate-Related Risks 2022
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Managing Our Energy
Transition Plan

As we navigate an uncharted energy transition in coming
years and decades, the plan will evolve in the same way

it has developed: through experienced professionals,
well-practiced processes, meaningful action, ongoing
engagement and learnings from best practices. Our subject
matter experts will closely monitor transition drivers
including technology, policy and market sentiment. We will
continue to actively collaborate with peers, industry experts
and financial sector stakeholders to better understand these
drivers and learn from best practices. We are also actively
engaged throughout the entire organization — including

our Board of Directors, Executive Leadership Team and
operations teams — for successful strategy alignment and
implementation.

Our Triple Mandate will drive continued focus and
accountability for both returns and resilience, allowing

us to play a valued, meaningful role in a managed and
orderly energy transition. The updates in this report reflect
our commitment to reducing Scope 1 and 2 emissions,
addressing end-use emissions (Scope 3) in our supply chain
and through policy advocacy, and developing business
opportunities in LNG, CCS and hydrogen. We are well
positioned to continue to execute this plan and participate

We acknowledge the findings of the
Intergovernmental Panel on Climate Change
that GHG emissions from the use of fossil fuels
contribute to increases in global temperatures.
We also recognize the importance that current
science places on limiting global average
temperature increases to below 2-degrees
Celsius compared to pre-industrial times, and to
achieve that, current science shows that global
GHG emissions need to reach net-zero in the

Strategy

in energy transition opportunities, while also fulfilling our
commitment to create long-term value for our stakeholders.

We intend to report on continued implementation of our plan
and provide periodic updates on our website.

ENERGY TRANSITION ACTIVITIES

Planning for the energy transition requires a variety of
sectors to collaborate and work together to drive change.
Our emphasis on these activities is influenced by ongoing
engagement with our stakeholders.

Portfolio Production Electrification
High-Grading Efficiency
Methane
and Flaring Rl LG Hydrogen
R and Storage
Reductions
Supply Chain
Offsets Engagement Advocacy

& o Y

second half of this century. We support the
Paris Agreement as a welcomed global policy
response to that challenge.

We have had a public global climate change
position since 2003. The position is reviewed
periodically, agreed to by the Executive
Leadership Team and then recommended

to the board. Read more about our Climate
Change Position.
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Scenario Analysis
IEA Energy Outlook

We reference two energy scenarios from the International
Energy Agency (IEA) 2022 World Energy Outlook that
illustrate future demand and track the Paris Agreement

goal of reducing global GHG emissions to limit the global
temperature increase to 2 degrees Celsius while pursuing
efforts to limit warming to 1.5 degrees. These scenarios
reflect changes in total energy demand in 2050 as compared
to 2021

¢ Announced Pledges: Total energy demand increases by
just over 1%.

e Net Zero Emissions: Total energy demand declines by
more than 14%.

Total demand stays flat compared to 2021 in the Announced
Pledges scenario but declines in the Net Zero Emissions
scenario. Demand for natural gas and oil has different
outcomes across the |IEA scenarios.

Even in the Net Zero Emissions scenario, 2050 oil demand
remains at 19 MMBOD and natural gas at 20 MMBOED and,
despite a reallocation of capital to renewables, significant
investment in upstream natural gas and oil is still required.
IEA estimates this to average $394 billion each year from
2022 to 2050 globally in the Announced Pledges Scenario
(APS) and $255 billion per year from 2022 to 2050 in the
Net Zero Emissions scenario, a total of approximately

S11.4 trillion globally and $7.4 trillion respectively for the
period 2022 to 2050.

Achieving the IEA APS (limiting temperature to 1.7 degrees
Celsius) 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 clean energy electricity, innovation and
investment.

IEA WORLD ENERGY OUTLOOK
SCENARIOS - 2050
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Source: © OECD/IEA 2022 World Energy Outlook, IEA Publishing. License: www.iea.org
Note: EJ converted to MMBOE at 173.727 per EJ.

The APS requires achieving all major national emissions
reduction targets made by governments around the world,
as well as meeting all country-level targets in full for access
to energy/electricity. This includes supporting policies that
could reduce the need for coal-fired capacity or even halt
new coal investment through cost-effective, low-emissions
electricity deployment. Even with these changes and
requirements, APS will still require flexibility to use existing
infrastructure while new options are being developed to
replicate natural gas services. Such flexibility requirements
in the power sector may be met with low-carbon hydrogen
and hydrogen-based fuels. Oil and gas resources will still
be needed in the APS but will be consolidated to include

a smaller number of low-cost, responsible producers.
Changes in the energy system will take time, as energy
infrastructure components have long asset lives and require
cross-sector, system-wide changes and retrofits to meet
new specifications.

! The Sustainable Development Scenario (SDS), a component of previous IEA scenarios, is not featured in the most recent edition of the World Energy Outlook, as temperature outcomes and

sustainable development goals in the SDS are similar to those in the APS.
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The Net Zero Emissions scenario provides useful
hypothetical data to inform the decisions to be made by
policymakers, who have the greatest scope to move the
world closer to its climate goals. The assumptions used in
the scenario are challenging. For example:

¢ Reducing energy demand by almost 14% from 2021 levels
would require reverting energy demand back to 2010
levels, while supporting 3 billion more people with three
times the economic activity.

¢ Increasing the share of renewable electricity supply to
the level assumed in 2050 would require annual capacity

additions four times the record capacity achieved in 2020.

The electricity market in 2050 is assumed to be 150%
greater than the market in 2021, the equivalent of adding
an electricity market the size of India every year between
now and then.

e Of 400 milestones needed to achieve net-zero emissions
described in the Net Zero Emissions scenario, 85% are
demand-side actions that would require government
intervention. It will continue to be important for
policymakers to address the imperatives of energy
security and affordability alongside climate risk.

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

a low-carbon future; there are numerous ways in which
government action and technology development could
interact with consumer behavior to bring about a low-carbon
future. Performance on climate-related risk and opportunity
is driven by planning across a range of widely varying
scenarios and having the financial strength and asset
flexibility to adapt to different outcomes.

Scenario Planning at
ConocoPhillips

The scenarios we have developed describe possible
pathways leading to a particular outcome. Scenarios are
hypothetical constructs and are not predictions or forecasts
of what we think is going to happen; they are used to
illustrate which factors drive future developments. We use
scenarios in our strategic planning process to:

e Gain better understanding of external factors that impact
our business to assist in the identification of major risks
and opportunities and inform mitigating actions.

Strategy

¢ |dentify leading indicators and trends.

e Test the robustness of our strategy across different

business environments.
e Communicate risks appropriately.

¢ Inform how we position our business, as technologies and
markets evolve, to capitalize on opportunities that meet
risk and return criteria.

Using scenarios enables us to understand a range of risks
around potential commodity market prices associated with
various GHG emissions 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 strengths and weaknesses
may exist.

We use a range of analyses, input and information when
developing our strategy. The detail of our scenarios gives
insight into the analysis we use to inform our strategic
decision making and reinforces to stakeholders and
shareholders that we are both preparing for reductions in
GHG emissions consistent with the Paris Climate Agreement
and developing resilient strategies that reflect the complex
and uncertain range of energy futures.

We use four main energy transition scenarios in our global
energy model: Pre-Pandemic Trend, Moderate Transition,
Accelerated Transition and 1.5 Net-Zero. The four scenarios
incorporate a wide range of possible outcomes for energy
and carbon emissions.

While these scenarios extend to 2050, well beyond our
near-term operational planning period, they give insights
on trends that could have an implication for near- and
medium-term decisions and enable choices on the creation
or preservation of future options.

Each scenario models the full energy system including

coal, oil, natural gas, solar, wind and nuclear, as well as

their related GHG emissions and pricing policies. Each of
these plausible pathways is designed to stretch our thinking
about potential rates of new technology adoption, policy
development and consumer behavior.
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GLOBAL ENERGY-RELATED CO, EMISSIONS
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The scenarios describe four pathways out of the myriad

that are possible, given the uncertainty surrounding the
development of future energy markets out to 2050. They do
not describe all possible future outcomes and are not used
as a reliable indicator of the actual impact of climate change
on ConocoPhillips’ portfolio or business.

In addition to using the four scenarios to analyze potential
outcomes, we regularly monitor key signposts as we work

to track the pace and direction of the energy transition and
identify potential leading indicators of change in the demand
for hydrocarbons. In this way we aim to establish not just
which scenario we are moving toward, but also to identify
emerging disruptive scenarios. This analysis is presented to
executive management and the Board of Directors to assist
in strategic decision making.

The thoughtful application of scenarios in strategic planning
is core to our ability to navigate future uncertainty and is a
practical way of conveying this information in a decision-
useful manner. The key to scenario planning is the use of

a wide-enough range to characterize uncertainty, rather
than trying to correctly guess specific future variables

or parameters.
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Scenario Descriptions

The scenarios reflect differing economic activity, technology
developments, public policy developments and consumer
choices. A common thread across all four scenarios is that
GDP becomes less energy intense as the global economy
requires less incremental energy-intensive manufacturing
and industrial activity relative to service-oriented activity.
The outcome for global energy-related CO, emissions from
our four scenarios is shown in the “Global Energy-Related
CO, Emissions by Scenario” chart.

Pre-Pandemic Trend Scenario

This scenario is built on the assumption that trends
established from 2010 to 2019 in energy production and
consumption continue. Government policies for carbon
emissions remain globally uncoordinated. Technologies
evolve at a gradual pace and current modes of
transportation and power generation remain the lowest
cost, most efficient avenues for energy consumption and
generation. Carbon taxes are introduced at a moderate rate
in Organisation for Economic Co-operation and Development
(OECD) countries, rising to only $30/tonne of CO, equivalent
(TeCO,e) in 2050. It is assumed that non-OECD countries
have not implemented carbon pricing by 2050 in this
scenario. Consequently, fossil fuels continue to deliver
roughly 80% of global energy needs in 2050, and energy-
related carbon emissions continue to increase.

The global oil market grows by 20% over 2019's 100 MMBOD
level, driven by solid economic growth and a lack of
competitive alternatives. Transportation’s share of total

oil demand expands from ~60% today to 65% in 2050.

The automotive sector continues to evolve gradually, and
the global share of electric vehicle sales increases from
1-2% today to 20% in 2050. The global average internal
combustion engine efficiency modestly improves by around
15%, and petroleum remains the most prevalent fuel for all
modes of transportation. Production from all regions and
resource types is developed.

The natural gas market expands at a faster rate than oil over
the long term. By 2050, natural gas demand is ~75% larger
than 2021, reaching just under 700 billion cubic feet per

day (BCFD) as growing economies utilize more natural gas.



The volume of natural gas consumed in power demand more
than doubles by 2050. The focal point of global demand
shifts away from North America and Europe to Asia and the
Middle East.

Moderate Transition Scenario

This scenario assumes moderate advances in national level
carbon pricing policies and alternative energy technologies,
with incremental shifts in consumer preferences for
low-carbon products. Fossil fuels remain at roughly 81%

of the primary energy mix in 2050. Carbon taxes go into
effect across OECD countries during the mid-2020s and are
$25/TeCO,e in 2030, rising to $60 in 2050. It is assumed that
China implements its proposed national carbon pricing policy
at 50% of the OECD carbon fee and that no other non-OECD
country implements a carbon pricing policy prior to 2050.
Global energy-related carbon emissions stabilize by 2050.

Global oil demand plateaus in the late 2030’s at around

110 MMBOD and then declines very slowly. Average internal
combustion engine efficiency improves by one-third. Electric
vehicle penetration is slow in the early years but accelerates
in the 2030s and 2040s, reaching 30% of the passenger auto
fleet in 2050 (compared to 1% in 2021). Regional policies also
influence the outcome for electrification in transportation.
Global oil production benefits from technology advances
which improve productivity and enable global demand to

be satisfied. U.S. crude oil production grows through 2030
then falls as incremental productivity improvements slow
and high-quality acreage is exhausted. Russia and OPEC
grow to take a larger share of global supply which increases
geopolitical risk to supply.

By 2050, the global gas market expands by 40% from 2021
levels. The primary driver for natural gas demand growth

is power generation. Natural gas consumed in power
generation increases from 155 BCFD in 2021 to 240 in 2050.
Improvements in energy storage enable wind and solar to be
available throughout the day, increasing their contribution to
power generation. As in the Pre-Pandemic Trend scenario,
global demand shifts east to Asia and the Middle East.
Global supplies remain heavily weighted to North America.
U.S. shale gas and Permian associated gas drive North
American growth until the 2030s, after which Canada leads
North America’s production growth.

Strategy

In this scenario, hydrogen and Carbon Capture Utilization
and Storage (CCUS) move to become viable, standalone
business lines. Moderate progression toward national
net-zero targets increases availability of capital funding
which paves the way for these technologies to take hold.
CCUS grows to 2.1 gigatonnes captured in 2050, while the
total hydrogen market expands to 250 million metric tons
in 2050.

CONOCOPHILLIPS GLOBAL ENERGY
MODEL SCENARIOS

MMBOED
500 Fossil Fuels
o)
450 75 /0 Fossil Fuels
- '70% Fossil Fuels
0
400 60%
Fossil Fuels - Fossil Fuels
350 80% 20/
3 o
300 [e—
250
200
150
100
50
0
Actuals Pre-Pandemic Moderate Accelerated 1.5
2021 Trend Transition  Transition Net-Zero
2050 2050 2050 2050
M oil M Natural Gas H Coal M Nuclear
Biomass I Renewables B Hydro

Accelerated Transition Scenario

This is a scenario with more aggressive changes in
technologies, consumer preferences and government
policies relative to Moderate Transition. Technology is vital to
limiting growth in energy demand as the global population
and economy expand. Social trends that are prevalent

today in specific regions or municipalities spread because
technological advances make these choices universally
economic. For example, individual auto ownership gives

way to shared mobility. Mass transit and ridesharing are
accessible and cost effective for more people in more regions.
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Consumers shift purchases toward products and services
with lower carbon footprints, and society demands more
transparent environmental stewardship from businesses they
patronize. Governments target aggressive policies toward
GHG emissions, fossil fuel production and consumption.
Economy-wide carbon pricing goes into effect across OECD
countries during the mid-2020s and is $30 per TeCO,e in
2030, rising to $80 in 2050. Again, China implements an
economy-wide carbon pricing policy at 50% of the OECD
price. Other non-OECD countries impose a very low S5 per
TeCO,e price by 2030.

The global oil market peaks in size by 2028 and remains
near that level until tapering more quickly after 2035. The
combination of internal combustion engine efficiencies and
faster adoption of electric vehicles, which reach a 40% share
of the passenger vehicle fleet by 2050, reduces oil demand
in the transportation sector. Oil demand from the industrial
sector grows for plastics and chemicals.

The global natural gas market grows at an average annual
rate of 0.6% into the 2040s, peaking near 450 BCFD in

2045 and slowly declining thereafter. Natural gas remains

a prominent fuel in electricity generation but starts to yield
market share to wind and solar as energy storage technology
allows renewables to contribute a larger share of power
generation. North America’s gas production increases 15%
over today’s level, plateauing in about 2040 before declining.

Faster progression toward net-zero targets and higher
carbon prices increase capital available to new technologies,
with hydrogen and CCUS remaining the frontrunners.
Captured carbon increases to 3.4 gigatonnes by 2050, and
advances in renewables-powered hydrogen technology
expand the hydrogen market to around 300 million

metric tons.

1.5 Net-Zero Scenario

This scenario assumes technology breakthroughs, rapid
global policy coordination to price GHG emissions at a
level that materially reduces fossil fuel use and emissions
and shifts in consumer preferences towards lower GHG
products and services. In this pathway, OECD countries
and China implement a transparent economy-wide carbon
price? mechanism by 2025 which rises from $50/TeCO.e
in 2030 to $190 by 2050. Other non-OECD nations follow

2 All carbon taxes are in 2022 dollars.
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by imposing economy-wide carbon prices of $10/TeCO.e

in 2030 rising to $50 by 2050. The scenario assumes
significant technological advances which reduce battery,
wind and solar generation costs, improve fuel efficiencies
for internal combustion engines (80% more fuel efficient by
2050), improve energy efficiency in buildings and lighting,
and impact energy production, delivery and consumption.
Technology and efficiencies allow total energy demand in
2050 to be only about 2% below 2021's level with about 70%
of energy provided by non-fossil fuels.

Global oil demand peaks in 2023 and declines to 40 MMBOD
in 2050. Energy storage improvements lead to EVs achieving
parity with internal combustion engine vehicles by the
mid-2020s, thus incentivizing consumers to purchase EVs.
Consequently, 70% of the passenger automobile fleet is
electric in 2050, and transportation sector demand falls

to 25% of total oil demand. Oil supply dynamics evolve as
most production occurs in OPEC countries and Russia, and
geopolitics play an even larger role in oil prices and the
supply of oil.

The natural gas market is much more resilient in this
scenario in comparison to oil as natural gas is needed as

a lower-carbon fuel for reliable, dispatchable electricity
generation. Global natural gas demand peaks in 2030.
Natural gas generates only 4% of global electricity in 2050,
while wind and solar grow to produce 73% of electricity in
2050. Global gas demand shifts to emerging markets in Asia,
the Middle East, Commonwealth of Independent States (CIS)
and Africa. Only 26% of global gas demand remains in North
America and Europe.

In this scenario, countries and companies push for
accelerated progression along net-zero pathways and
implement supportive policies along with capital funding
to progress new technologies. Hydrogen remains a
front-runner, with blue (using CCS) and green hydrogen
supporting increased petrochemical and industrial
activities. Over time, electrolysis costs fall sharply. Green
hydrogen accelerates along with other new technologies,
pushing out blue and grey (Steam Methane Reforming)
hydrogen production. The hydrogen market grows to around
400 million metric tons in 2050. CCS plays a critical role in
emissions reduction, expanding to 7.0 gigatonnes by 2050.



Our scenarios have a wide range of assumptions regarding o
technological advances, government policies (e.g., carbon

prices) and consumer behaviors leading to a range of oil and
natural gas prices. We take this future price uncertainty into
account in our strategy by using a fully burdened cost of

supply as our primary criteria for capital allocation. Of the

~20 billion barrels of resources with a cost of supply at $40

per barrel and below held in our portfolio, resources at the

average cost of supply can be produced at $32 per barrel.®

This compares favorably to the expected commodity prices o
detailed in our own scenarios as well as external scenarios

such as the IEA's Net Zero Emissions scenario.

The scenarios are designed to address transitional risks.

A separate scenario process addresses physical climate-

related risk using consultant scenarios based on the
Intergovernmental Panel on Climate Change (IPCC) modeling. o

Key Strategic Linkages to Our

Scenario Planning

Our corporate strategy reflects several findings from our
scenario analysis process. We have acted to:

e Use a fully burdened cost of supply, including cost of
carbon aligned with our current probability-weighted
energy scenario, as an important metric in our project
authorization process. In 2023, we had a resource base
of ~20 billion barrels of oil equivalent (BOE) with $40 per
barrel (or lower) cost of supply and an average cost of
supply of $32 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 rate of return greater than 10%.

e Prepare for diverse policy environments by maintaining
a less than $40 per BOE sustaining price to generate
the cash to fund capital expenditure to keep production
flat over time and generate competitive returns to
shareholders.

e Maintain diversification in our portfolio to balance our
production and capital expenditures as commodity prices
become more volatile.

¢ Provide competitive distributions from cash flows

to investors.

® Costs assume a mid-cycle price environment of $60/BBL WTI.

Strategy

Identify and fund emissions reduction projects to reduce
the impact of any future regulations, carbon prices or
taxes, and to help maintain a low life-cycle cost of supply.
We have upgraded the use of a marginal abatement

cost curve (MACC) in Long-Range Planning to identify
emissions reduction opportunities available to the
company globally. These process upgrades have resulted
in more efficient collection, recording, sharing and
funding of emissions reduction projects.

Task each business unit with developing potential options
to achieve our operational net-zero emissions ambition.

Introduce a proxy cost of carbon into qualifying project
economics 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
our costs and our emissions where economically 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.

Focus on the carbon and cost competitive supply of
natural gas and oil while continuing to utilize our scenario
planning system to monitor and assess additional
business opportunities within the evolving energy
transition.

Pursue hydrogen production and carbon sequestration
as potentially attractive investments in meeting transition
demand for low carbon energy.

Monitor global regulatory and legislative developments
and engage in development of pragmatic policies aligned
with the climate policy principles outlined in our Global
Climate Change Position.
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Near-, 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:

e GHG-related policy.
¢ Emissions reductions and emissions management.
¢ Physical climate-related impacts.

e (Climate-related disclosure and reporting.

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

Near-Term Risks

Our near-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 for that

period. Our near-term climate-related risks are generally
government policy related and managed at the business
unit level through policy advocacy and technology to
reduce emissions.

Regulations to address climate-related risk, including GHG
emissions, are a near-term risk for several of our businesses.
For example, regulations issued by the Alberta government
under the Emissions Management and Climate Resilience
Act require any facility existing in 2016, with emissions
equal to or greater than 100,000 metric tons of carbon
dioxide or equivalent per year, to reduce its net emissions
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, where we are purchasing carbon offsets while
evaluating and developing technology opportunities such

as CCS and subsurface technology to reduce emissions for
existing and new facilities. Good examples of technology
developments that decrease GHG emissions intensity are
our commercialization of non-condensable gas co-injection
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at our oil sands operations which improves our steam-to-oil
ratios by 20-30%, the deployment of wellbore technology
such as flow control devices and multilateral wells which
improve steam-to-oil ratios by 10-20%, and the piloting

of steam additives which has the potential for a 20%
improvement to our steam-to-oil ratio.

GHG emissions costs, or carbon costs, are another near-term
risk in some jurisdictions where we operate. For example,

in Norway, we are managing carbon cost risk with specific
actions to study both operational emissions reduction
opportunities as well as technical modification opportunities
and evaluate project economics that include the

Norwegian carbon fee and European Union CO, emissions
costs (EU ETS).

While a price on carbon in the U.S. will increase our costs
and decrease demand for our product, we support a well-
designed pricing regime on carbon emissions as the most
effective and predictable policy action to reduce GHG
emissions across the economy. By enacting a legislative
requirement for a price on carbon, we believe the U.S. would
maintain the energy advantage it currently has while at

the same time incentivizing other countries to also adopt

a price on carbon. We are members of the Carbon Pricing
Leadership Coalition (CPLC), a voluntary initiative working
to catalyze action towards the successful implementation of
carbon pricing around the world. We are a Founding Member
of the Climate Leadership Council (CLC), a collaboration of
business and environmental interests working to develop

a carbon dividend plan for the U.S. The plan has four key
pillars: a gradually increasing price on carbon, a carbon
dividend, border carbon adjustments and regulatory
simplification. Read more about the carbon dividend plan.
To supplement our work on carbon price advocacy, we

also advocate for effective and efficient regulations and
legislation to advance economic incentives and reduce GHG
emissions through regulatory approaches.

Another policy area we monitor is related to border carbon
adjustments (BCAs). For example, the EU Carbon Border
Adjustment Mechanism (CBAM) seeks to put a price on
carbon for carbon-intensive traded goods. The transition
phase for the CBAM will begin in October 2023, during
which importers will begin reporting emissions data to the
EU. While oil and gas production is currently outside the


https://static.conocophillips.com/files/resources/clc-fact-sheet-final.pdf

scope of CBAM, a review of industries to consider including
in the future is due at the end of the transition phase in
2025. We continue to monitor the applicability of CBAM
and other border carbon adjustment proposals to our oil
and gas operations. We are engaged in discussions around
additional policy options, such as a standalone World
Trade Organization-compliant Border Carbon Adjustment
(BCA) mechanism. We will continue working with the CLC
and our trade associations to identify opportunities to
support and shape policies in alignment with our carbon
pricing principles.

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 if required. Our GHG forecasting 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 significant, 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
where carbon offsets can be used for compliance with an
emissions reduction program.

Climate-related physical changes are a medium-term risk
for some of our operations. In Alaska, mitigation measures
include pre-packing snow to accelerate the start of the ice
road season and engineering and maintaining gravel roads
and pads to be protective of underlying permafrost.

Another medium-term risk is access to capital markets.
Increasing attention to global climate change has resulted
in pressure from and on stockholders, financial institutions
and other market participants to modify their relationships
with oil and gas companies and to limit or discontinue
investments, insurance and funding to such companies.
For example, a significant number of financial institutions
are now members of the Glasgow Financial Alliance for
Net-Zero (GFANZ), thereby voluntarily pledging to achieve
net-zero emissions by 2050 on Scope 1, 2 and 3 emissions,
as well as setting interim targets for 2030 or earlier.
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While GFANZ members are not prohibited from having
relationships with oil and gas companies, the nature of their
target commitments may imply that greater restrictions will
be placed on GFANZ members in the future. Conversely, we
also face pressure from some in the investment community
and certain public interest groups to limit the focus on

ESG in our decision-making. If public pressure continues

to mount, our access to capital on terms we find favorable
may be limited, and our costs may increase. Additionally, our
reputation could be damaged, and our business and results
of operations may be otherwise adversely affected.

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 Risk Strategy, as they include long-term government
policy, technology trends and consumer preferences 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 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.

Both chronic and acute physical climate risks are 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.
Consensus science suggests that future extreme weather
events may become more intense and/or more frequent,
thus potentially adding incremental risk to our operations

in coastal regions and areas susceptible to typhoons or
hurricanes. We have a crisis management system in place to
manage that risk before, during and after a storm event.

Read more about our Risk Register and Climate Change
Action Plan.
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Risk Response

Our Climate Change Action Plan described on the following
page, addresses the significant/ high risks from our SD
Risk Register and includes milestones over several years.
Actions within the plan address individual risks identified
by our business units or global/regional risks identified by
our central corporate staff. For example, both chronic and
physical climate-related impacts are more likely to apply to
a single business unit, given the specific local nature of the
risk and geographical location of our assets. Actions relate
to specific business units unless indicated as “global.”

Addressing Climate-
Related Risks and
Opportunities

Climate-related risks and opportunities that have the
potential to impact our company are addressed through
business and operational planning, strategic planning and
financial planning. 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 Task Force on
Climate-related Financial Disclosures (TCFD).

Business Planning

Climate-related risks and opportunities may affect our
business planning through impacts to demand for our
product, product costs, supply chain, daily operating and
mitigation activities, project design and emissions reduction
projects, among others.

Products and Services

Compliance with policy changes that create a GHG tax,
fee, 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

22 ConocoPhillips Managing Climate-Related Risks 2022

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 subsidies
to support the use and development of alternative energy
technologies that could impact demand for our products.
However, there are also opportunities associated with
increased demand for lower-carbon energy sources such
as natural gas to displace coal in power generation and

in combination with carbon capture and storage in the
production of hydrogen for industrial use. More information
about these opportunities is included in the Liquefied
Natural Gas and Low Carbon Opportunities sections.

Supply Chain and/or Value Chain

We engage with suppliers on the environmental and social
aspects of their operations throughout the procurement
process. This includes communicating our expectations and
priorities and identifying opportunities for improvement and
collaboration related to climate issues, including energy use,
GHG management and environmental supply chain risks.

We engage through membership in several trade
associations, such as Ipieca, 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.

We also recognize the importance of Scope 3 emissions
generated by our suppliers in the upstream value chain.
Therefore, we have ongoing engagements with major
suppliers for alignment of their GHG emissions goals with
our plans for the energy transition, and we have incorporated
an assessment of their emissions into targeted supplier
evaluations. We utilize a sustainability questionnaire in key
bids that includes questions on supplier GHG emissions and
their own Scope 1 and 2 emissions reduction targets.


https://www.fsb-tcfd.org/
https://www.conocophillips.com/sustainability/integrating-sustainability/supply-chain-sustainability/
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CLIMATE CHANGE ACTION PLAN

RISKS
GHG Policy

Climate change
policy, including
carbon taxes

2022 MITIGATION ACTIONS AND MILESTONES

* Review global emerging issues with Sustainability and Public Policy Executive Council on a regular basis.

* Work with Climate Leadership Council and API Climate Working Group to develop U.S. carbon tax framework; advocate
for a carbon price through the Climate Leadership Council/Americans for Carbon Dividends as well as the Carbon Pricing
Leadership Coalition.

» Directly engage governments on evolving climate policy and monitor policy developments.
* Engage in industry working groups to provide input to federal consultation on border carbon adjustment policies.
» Use carbon price in base case Long-Range Planning and forecasting; elevate GHG forecasting guidelines to a company practice.

* Support effective incentives for emissions reductions, including tax and production credits and protocols for use of carbon
credits and offsets.

Low carbon
technologies
activities

+ Implement global corporate position and strategy on carbon offsets purchases.

+ Assess opportunities to reduce Scope 2 emissions with low carbon technologies and electricity grid connection opportunities.
» Explore novel technology and investments through Low Carbon Technologies organization.

« Explore implementing CCS technology in project design.

+ Consider partnering with future renewable energy project developers to power our operations where operationally
and economically feasible and monitor new opportunities.

Emissions and Emissions Management

GHG emissions
regulations

* Support enactment of cost-effective federal methane regulations on new and existing sources that would preserve a state’s
ability to adapt implementation to local conditions.

* Explore new technology solutions and facility improvements to meet methane and flaring reduction targets.
» Continue regulatory advocacy efforts around methane and flaring.
» Work with industry trade groups and task forces to respond to proposed GHG regulations.

GHG emissions
reductions

+ Design and develop new facilities with lower emission footprints. Focus on operational efficiency globally to reduce
GHG intensity.

» Execute U.S. flare reduction plans including revising commercial agreements to incorporate flare reduction incentives.
Consider developing additional flaring reduction targets.

« Continue implementation of corporate Climate Risk Strategy including energy transition plan with updated targets.
Continue integration of BU Climate Risk Strategy and development.

* Improve GHG data collection efforts and advance MACC emissions reduction projects, plans and low-carbon ideas.
Continue to assess transformational technology pilots.

« Continue to grow emissions monitoring program. Advance methane mitigation measures through leak detection surveys,
source testing and tank monitoring.

Physical Climate-Related Impacts

Acute and
chronic physical
risks

Assessment

» Continue to include physical climate risk in SD risk management process.

» Develop global physical risk assessment guidelines for business units and continue with ongoing review cycle.
* Initiate asset-specific climate risk assessments.

Fresh water constraints

* Increase application of mitigation measures (fresh water use minimization) in project design phase and adjust project execution
timing based on water availability.

* Investigate alternative sources for water (e.g. pipelines, desalination, etc.).

* Monitor stream flow and use forecast exercises to identify potential water availability concerns in upcoming development.
+ Alter well completion schedule as required or needed.

Permafrost thaw

« Continue assessment of risk of permafrost thaw for construction of new infrastructure and implementation of mitigation
measures. Use remote sensing to detect landscape change patterns.

 Investigate effective approaches for monitoring permafrost thaw and thaw degree days.

+ Continually review and update engineering and design specifications, including equipment and site maintenance.

Wildfire

» Participate in desktop regional wildfire annual risk assessment and mitigation planning efforts.

* Execute emergency response plan exercises, drills and training for wildfire threats.

* Integrate development of planning with regional forest company’s harvest timeline to enable landscape-scale resource
management which could reduce forest fuel near the asset.

* Implement and execute safety barriers and controls to enable facility and personnel protection in the case of fire and advance
warning of potential wildfire threats.
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We plan to make additional inroads in reducing Scope 3
emissions from those sources that we may be able to
influence within our supply chain through continued supplier
engagement as part of our Scope 3 Supplier Emissions
Strategy.* In 2022, we developed a plan for implementation
in 2023 to ensure that key elements of our supply chain are
evaluated for climate risk, including:

e |dentifying suppliers with high relative impact on Scope 3
upstream supplier emissions.

e Promoting alignment of suppliers’ GHG targets with our
net-zero ambition.

e Building a governance framework for supplier
sustainability to include Scope 3 supplier emissions.

¢ Updating our Supplier Expectations to highlight climate,
biodiversity, responsible use of natural resources
and human rights. We will revise and implement
this documentation through a structured plan to
systematically engage with suppliers on sustainability
issues throughout the year.

e Collaborating with suppliers in conjunction with industry
partners like APl and Ipieca to align on disclosure
frameworks and systems for collecting and reporting
supplier emissions.

We plan to provide guidance to key internal stakeholders
on how and when to include emissions impact in supplier
bids. During regular engagements between our executive
team and those of our major suppliers, we intend to include
a standing climate agenda item to discuss GHG targets,
performance, opportunities and actions to be taken.

Finally, we continue to highlight climate and sustainability
expectations for suppliers through our annual Supplier
Sustainability Forum. In November 2022, we hosted our
10th annual Supplier Sustainability Forum which brought
together over 150 participants, including suppliers from
more than 40 companies and ConocoPhillips representatives
from across the globe. The agenda was designed to share
information for sustainability best practices that are
transferable throughout our diverse supply chains. A key
panel discussion was “Changing Landscapes and Net-Zero
Alignment” with ConocoPhillips leaders from our Lower 48
organization, the Low Carbon Technologies team, the

Supply Chain team and industry association representatives
from the National Association of Manufacturers and the
Energy Workforce & Technology Council. They discussed
meaningful measures to show alignment in a world aiming
for net-zero, opportunities and challenges on the road to
net-zero, and the importance of integrating risk management
into supply chain, business planning and decision making.

Operations

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 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 result in
approximately 660 MBOE of lost production. It is unlikely
all our Gulf Coast area production would be affected, as
our operations are located across a wide span of the coast
including inland and offshore assets.

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

Canada

For example, in 2021, British Columbia, Canada experienced
one of its worst fire seasons on record. The Montney
development team has made a concerted effort to situate
pads within existing cut blocks where timber has been
cleared to minimize the risk from increased wildfire activity.
Similarly, in response to previous years’ increased wildfire
activity in Alberta, our Surmont team undertook reactive
forest fuel reductions near critical infrastructure and
completed a Fire Smart hazard assessment where we are
working on an integrated land management plan with a local
forest company to strategically reduce forest fuel loading
in areas of future infrastructure development. We have

4 Upstream Scope 3 emissions covered under the strategy include Category 1, purchased goods and services and Category 2, capital goods.

24 ConocoPhillips Managing Climate-Related Risks 2022



also developed an in-house automated active wildfire early
warning system around both assets to identify risks and
keep people and infrastructure safe.

In addition to mitigating fire risk, the Canada BU has
addressed increased surface water flow from high-
frequency and short-duration storm events in Surmont with
increased on-site training for managing the movement of
water from well pads and central processing facilities. We
have also implemented recommendations from an industry
study on bioengineering techniques, such as live willow

silt fences to mitigate erosion and sedimentation issues
during intense rainfall events. This proactive surface water
management is critical in preventing on-site erosion from
damaging critical infrastructure. In the Montney region, in
the fall we monitor streamflow at the Halfway River, which
acts as a signal for potential upcoming low-flow conditions

in winter so appropriate mitigation measures can be enacted.

Seasonal learnings like this inform streamflow prediction
exercises and future development. We have also proactively
assessed infrastructure design risks to account for a
potential increase in high-frequency, short-duration storm
events and are piloting the same bioengineering sediment
control techniques as Surmont.

Australia

In 2021, our Australia BU conducted climate water
catchment-level modeling to inform a drought risk
assessment to determine future impacts to water supply.
Results showed that long-term evaporation and long-term
and severe drought duration are projected to increase over
the next 30 years in the local area. To mitigate this potential
risk, both ConocoPhillips and the local water authority are
investigating supplementary water supplies from alternate
sources. We will use results from this, and future updates to
the risk assessment, to plan for water availability in future
operations as we adapt our practices to a changing climate.

Alaska

Climate change is also considered during new project
design. In 2020 in our Alaska BU, we updated our
Foundational Design Specification to increase the
embedment depths for vertical support members and piles
to align with predicted soil temperature trends. This revision

Strategy

updated the specification based on permafrost temperature
trends and geothermal modeling predictions from 2020
through 2070. Use of the Foundational Design Specification
continues to date and will be revised as needed in the future.
Additionally, permafrost thermistors will be installed in the
Willow project area. Data will be used to evaluate permafrost
temperatures near the surface, and data will be incorporated
into engineering models and construction best practices.

We have also acted to mitigate our Scope 1 and 2 GHG
emissions for many years. Our first Climate Change Action
Plan was introduced in 2008. In 2017, we introduced a GHG
emissions intensity target to incentivize GHG reductions

in our production operations in connection with project
design, exploration and portfolio decisions. To date, this
has resulted in a reduction of both our emissions intensity
and our absolute emissions. Approximately half of our
GHG reduction projects carried out since 2008 relate to
the reduced emissions of methane from reducing venting,
updating plunger lifts or replacing pneumatic controllers.
Most of these projects have paid for themselves through
increased sales of natural gas. Following the success

of our overall GHG intensity target, in 2022 we set a
near-zero methane intensity target to further drive methane

emissions reductions.

To continue reducing emissions, 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.

Read more about our MACC process and the Operational
Net-Zero Roadmap.
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Strategic Planning

A robust and flexible corporate strategy is key to addressing
climate-related risks and navigating the energy transition.
Some key climate-related components of an exploration and
production company’s strategy are portfolio management,
including portfolio resilience and diversification, focus on
low cost of supply and capital allocation, carbon pricing,

and investment in new technology through research and
development.

Acquisitions and Divestments

Business development decisions consider possible financial,
operational and sustainability impacts to our portfolio. In

our Long-Range Planning process, we run sensitivities on
our GHG emissions intensity based on possible acquisitions,
divestments and project decisions. We focus on cost of
supply to account for lower and more volatile product prices
and possible introduction of carbon taxes. In recent years,
we have divested higher emissions intensity gas fields.

Resilient Portfolio

Our ability to address climate-related risks and meet
transition pathway demand will depend on our ability to
deliver competitive returns on and of capital. We work to

continually improve the underlying cost of supply of our
portfolio, with a commitment to return more than 30%

of cash from operations to stockholders through the
cycles. Our sector-leading approach focuses on the cost
of supply of our portfolio, committing to balance sheet
strength and moderating growth by holding to disciplined
reinvestment rates.

We have communicated to stakeholders a 10-year strategic
plan intended to generate double-digit returns on capital
employed that are competitive with the top quartile of the
S&P 500. We returned $15 billion of capital for 2022, which
represented over 50% of our cash from operations, well in
excess of our greater than 30% annual commitment.

Qil and natural gas are projected to remain essential parts
of the energy supply mix in coming decades across a broad
range of transition scenarios. ConocoPhillips intends to
maintain its key market role through competitive returns
that are resilient to transition-related risks. We focus on
remaining resilient and competitive in any scenario by
providing low-cost, low-GHG intensity barrels by asset type
with continuously improving sustainability performance.

PERCENT OF PROVED RESERVES
BY HYDROCARBON TYPE
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Portfolio Diversification

The mix and location of the resources in our portfolio
provide flexibility and adaptability 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 to
both hydrocarbon mix and geographic region. If policy in a
country or region significantly impacts cost of supply, we can
shift capital to other opportunities.

One example of portfolio diversification is the significant
expansion of our LNG portfolio in recent years through

our increased interest in APLNG and participation in joint
ventures with QatarEnergy, as described in the Liquefied
Natural Gas section. These projects have a low cost of
supply and low GHG emissions intensity on a life cycle basis
and align with our view that LNG is expected to play an
increasingly important role in helping meet energy transition
pathway demand, with its lower GHG intensity compared to
burning coal for power generation.

ConocoPhillips has long been a participant in the LNG
business, utilizing our commercial capabilities to develop
and supply markets. We believe that U.S. LNG is well placed
to provide lower emissions intensity, reliable energy to
European and Asian markets. Our U.S. Gulf LNG partnerships
also allow for optionality for future offtake from expansion
trains and access to excess cargos from equity investments.
Find more details about these projects in the Liquefied
Natural Gas section.

Cost of Supply and Capital Allocation

Cost of supply is the West Texas Intermediate (WTI)
equivalent price that generates 10% after-tax return on a
point-forward and fully burdened basis. In our definition,
cost of supply is fully burdened with capital infrastructure,
foreign exchange, price-related inflation, G&A and carbon
tax (if currently assessed). If no carbon tax exists for the
asset, carbon pricing aligned with internal energy scenarios
is applied. Cost of supply is the primary metric that we use
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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%. Providing low cost of supply also
addresses a key component of a just transition — reliable and
affordable energy supply.

The cost of supply of our resource base 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 Net Zero Emissions Scenario. In 2023, we
have a resource base of ~20 billion barrels of oil equivalent
with $40 per barrel (or lower) cost of supply and an average
cost of supply of $32 per barrel.

To assist our capital allocation decisions, we test our current
portfolio of assets and investment opportunities against
future possibilities and identify strengths and weaknesses
that may exist. As a result of our strategy and scenario
work, we have focused capital on resources with low cost of
supply, exiting deep water and high emissions intensity gas
fields while increasing our investments in unconventional

oil projects.

GHG EMISSIONS INTENSITY OF
GROSS OPERATED PRODUCTION
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arranged by GHG intensity. 2030 data is estimated from forecasts current as of
August 2022 and subject to change.

ConocoPhillips Managing Climate-Related Risks 2022 27



Strategy

In recent years we have dramatically high-graded our
portfolio and applied stringent capital allocation criteria
that direct investments to resources that will best match
transition demand. We are equally focused on developing
assets that have a low cost of supply and low GHG intensity,
as these are most likely to compete in any future energy
transition pathway with each asset type contributing to
its unique market (e.g., unconventionals, LNG, oil sands).
Based on our current forecasts, our GHG intensity

will improve over time and assets with less than 10 kg
CO0,e/BOE are projected to represent a larger portion of
our portfolio by 2030.

OIL PRICES BY IEA SCENARIO'

S/BBL
STATED ANNOUNCED NETZERO

POLICIES? PLEDGES® EMISSIONS*
Temperature Outcome 2.5°C 17°C 1.5°C
USD® 2022 Real Terms
in 2022 2 2 2
USD 2022 Real Terms
in 2030 86 67 37
USD 2022 Real Terms
in 2050 99 63 25

12021 IEA prices inflated to 2022 dollars to enable direct comparison
with Cost of Supply figures.

2 Stated Policies Scenario: No new policies.

3 Announced Pledges Scenario: Net-Zero pledges.
4 Net Zero Emissions by 2050 Scenario.

5 U.S. Dollars (USD)

WTI COST OF SUPPLY
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Carbon Asset Risk

Scenario analysis and our Climate 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.

e Testing strategies and asset portfolios in various

scenarios.

e |ncorporating risk mitigation actions into the Long-Range
Plan and Climate Change Action Plan.

We have taken action to reduce our cost of supply and

are one of only a few oil and natural gas companies to
transparently disclose the full cost of supply of our resource
base. Combined with our belief that we have the lowest
sustaining capital required to maintain flat production
among our peers, this demonstrates a competitive advantage
in reducing carbon asset risk. The cost of supply of our
resource base 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 Net Zero
Emissions Scenario.

All U.S. publicly traded companies must adhere to a
consistent set of regulations that enable investors to
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evaluate and compare investment choices. We fully comply
with 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 reported
reserves are determined by applying a carbon tax only in
jurisdictions with existing carbon tax requirements. 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.

Carbon Price

We use assumptions of GHG pricing to navigate GHG
regulations, drive culture shift, encourage energy efficiency
and low-carbon investment, and stress test investments.

In 2022, the company used a range of estimated future
costs of GHG emissions for internal planning purposes,
including an estimate of $S60 per tonne CO.e as a sensitivity
to evaluate certain future projects and opportunities.

We have further developed the methodology by which
qualifying projects will include assumed or actual GHG
pricing in their project approval economics and long-term
planning. The base case for project approval economics
and planning will now include either the forecast of existing
GHG pricing regulations or our current probability-weighted
energy transition scenario for that jurisdiction, depending
on which is higher. Where there is no GHG price regulation,

COST OF COMPLIANCE WITH CARBON LEGISLATION

2022 COST OF COMPLIANCE,

OPERATIONS

CLIMATE LEGISLATION NET SHARE BEFORE TAX SUBJECT TO REE NI RCoce
(SUSD APPROX) LEGISLATION

European Emissions Trading Scheme (EUETS) $22 million Norway 7

U.K. Emissions Trading Scheme (U.K. ETS) $0.6 million U.K. 0

Norwegian Carbon Fee $36 million Norway 7

é:izgtiz::;Zr:jc:::tgizr:?$rg;)tlon and No costs incurred Canada 4

British Columbia and Alberta Carbon Tax $6 million Canada 5

' 2022 country production over total production; cost of GHG emissions may only apply to some of our assets or to a portion of our emissions over a set baseline.
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we use the current transition scenario for that jurisdiction.

We also run two sensitivities:

e With only existing carbon pricing regulations, to reflect
near-term cash more accurately.

» With a sensitivity of $S60 per tonne CO,e to act as a stress
test to reduce the risk of stranded assets should climate
regulation accelerate.

This ensures that both existing and emerging regulatory
requirements are considered in our planning and
decision making.

In addition to the use of carbon pricing in planning and
project economics, we use it in impairment testing, cost of
supply calculations, and reserve calculations.

¢ Impairment testing: BU Long-Range Plan submissions
are the basis for the assumptions used in our impairment
testing model for both operated and non-operated
assets aligned with the higher of existing regulations
or the carbon pricing assumptions used in the current

energy scenario.

e Cost of supply: On appraised resource volumes in our cost
of supply model and Long-Range Plan, we assume the
higher of the carbon prices from existing regulations or
those implied by the current scenario where applicable.

¢ Reserve calculations: In accordance with SEC guidelines,
the company does not use an estimated market cost of
GHG emissions when assessing reserves in jurisdictions
without existing GHG regulations. In jurisdictions where
GHG regulations exist we base carbon prices on market
actuals. In cases where existing carbon prices are not
based on the market but are pre-set by a regulatory body,
we use the pre-published prices (e.g. Alberta).

Research and Development

Technology will play a major role in addressing GHG
emissions, whether through reducing emissions or lowering
the energy intensity of our operations or value chain. As
discussed in our External Collaboration and Engagement
and Public Policy sections, we participate in a number

of research and industry initiatives, two of which are the
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Natural Gas Initiative and Oil Sands Pathways to Net-Zero
Alliance. The Natural Gas Initiative is a program led by
Stanford University researchers with participation from
industry, government, inter-governmental organizations and
foundations. The initiative aims to increase public access to
information about the accuracy of methane detection and
guantification technologies.

In 2022, ConocoPhillips joined the Oil Sands Pathways

to Net-Zero Alliance, which includes Canadian Natural
Resources, Cenovus Energy, Imperial, MEG Energy and
Suncor Energy. Together this group represents the
companies operating approximately 95% of Canada’s oil
sands production. The goal of the alliance is to achieve
net-zero GHG emissions from oil sands operations by

2050 to help Canada meet its climate goals, including

the country’s Paris Agreement commitments and 2050
net-zero aspirations, with the help of CCS. ConocoPhillips is
partnering with governments and the founding members of
the Alliance to accelerate emissions reduction efforts.

Another way we support technology development is
through our annual marginal abatement cost curve (MACC)
process. The MACC process identifies and prioritizes our
emissions reduction opportunities from operations based
on the project’s breakeven cost. 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
investments on reducing both costs and emissions where
feasible, such as improving the steam-to-oil ratio in the oil
sands. Part of a new research and development effort is a
multilateral well technology pilot, which enables the drilling
of multiple lateral sections without the need for additional
aboveground capital or additional steam injection, thereby
reducing emissions intensity and operating costs.

Over the past five years we have spent more than
$550 million on research and development, equipment,
products and services which have reduced our GHG
emissions. Read more about MACC.
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Financial Planning

We take climate-related issues into account in our financial
planning in several ways. We focus on the fundamental
characteristics that drive competitive advantage in a
commodity business — a low sustaining price, low cost of
supply, low decline rates and low capital intensity that drive
free cash flow, capital flexibility and a strong balance sheet.
We have aligned a description of the potential impacts on
financial planning with the recommendations of the TCFD
and included additional descriptions of strategic measures
we take to mitigate impacts.

Commodity Prices

In the short-to-medium term, we use a range of commodity
prices derived from our scenario work. In the longer term
our scenarios provide insight into the possibilities for future
supply, demand and price of key commodities. This helps us
understand a range of risk around commodity prices, and the
potential price risk 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.
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Capital Expenditures and Operating Costs

New or changing climate-related policy can impact our

costs, demand for fossil fuels, the cost and availability of

capital and exposure to litigation. The long-term impact on

our financial performance, either positive or negative, will

depend on several factors, including:

Extent and timing of policy.

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

Supply- and demand-side renewable fuels or energy
efficiency mandates.

GHG reductions required.

Level of carbon price.

Price, availability and allowability 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.
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Strategy

The long-term financial impact from GHG regulations

is impossible to predict accurately, but we expect the
geographical reach of regulations and their associated costs
to increase over time. We model such increases and test our
portfolio in our long-term transition scenarios.

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

Reputation and Access to Capital

In addition to considering cost of supply, portfolio resilience
and cost of 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 performance could affect our
standing with investors and the financial sector, including
banks and credit-rating agencies. 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 commodity price cycles.

Financial Position

Material information related to our financial position,
including material climate-related matters, is disclosed in
our most recently filed periodic report on Form 10-K and
subsequent filings on Form 10-Q. Discussion of material
climate-related factors includes, but is not limited to,
disclosures under the heading “Risk Factors” and within the
section “Contingencies — Company Response to Climate-
Related Risks.”
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Contributing to the
Energy Transition

ConocoPhillips is also focused on participating in and
contributing to an orderly energy transition and creating
business value through differentiated products, business
adjacencies, low-carbon opportunities and mitigation
measures. Below we describe our efforts to develop our
liguefied natural gas portfolio and low-carbon opportunities
like CCS and hydrogen.

Liquefied Natural Gas (LNG)

ConocoPhillips has a 60-year history of leadership in LNG
and LNG technology. While LNG is still considered part of our
traditional oil and gas business, its prominence is increasing
in global energy markets. We view LNG as an important
component of responsibly meeting energy transition demand
in the coming decades.

The use of natural gas in place of coal and refined products
represents a specific opportunity for significant reductions
in end-use GHG emissions across the globe and it is a key
contribution to the energy transition. We expect LNG to play
an increasingly important role in the global energy mix, as
it has lower GHG emissions than traditional hydrocarbon
resources like coal used for electricity generation.
ConocoPhillips will leverage its existing strengths in natural
gas marketing and trading in support of its growing global
LNG portfolio to meet transition demand and energy
security needs.

In 2022, we grew our LNG portfolio in several key areas. In
February 2022, we completed the purchase of an additional
10% shareholding interest in APLNG from Origin Energy,


https://www.conocophillips.com/investor-relations/sec-filings/

expanding our total equity share to 47.5%. This additional
stake demonstrates our commitment to provide a reliable
and efficient supply of natural gas to the growing Asia
Pacific market and to Australia’s east coast gas market. In
early 2023, we entered into an agreement to purchase up to
an additional 2.49% shareholding interest for a total interest
of up to 49.99%.°

In July 2022, we invested in a new large-scale LNG facility
under development by Sempra Infrastructure, a subsidiary
of Sempra Energy, in Jefferson County, Texas. We entered
into an agreement to acquire a 30% direct equity holding in
Port Arthur Liquefaction Holdings, LLC, as well as 5 MTPA
LNG offtake from the Port Arthur LNG project. The first
phase of the project is expected to include two liquefaction
trains, LNG storage tanks and associated facilities. Our
position as one of the largest natural gas marketers in North
America enables us to provide feedstock supply. Entering
this agreement with Sempra provides us with a ground-floor
opportunity to participate in a premier LNG development,
reinforcing our commitment to help solve the world’s energy
supply needs and seeking to strengthen U.S. and global
energy security as we transition to a lower carbon future.
Further, equity ownership in the Port Arthur LNG project
provides options for ConocoPhillips to participate in futu