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Cautionary Statement
The following presentation includes forward-looking statements. These statements relate to future events, such as anticipated revenues, earnings, business
strategies, competitive position or other aspects of our operations, operating results or the industries or markets in which we operate or participate in general.
Actual outcomes and results may differ materially from what is expressed or forecast in such forward-looking statements. These statements are not guarantees
of future performance and involve certain risks, uncertainties and assumptions that may prove to be incorrect and are difficult to predict such as oil and gas
prices; operational hazards and drilling risks; potential failure to achieve, and potential delays in achieving expected reserves or production levels from existing
and future oil and gas development projects; unsuccessful exploratory activities; unexpected cost increases or technical difficulties in constructing, maintaining
or modifying company facilities; international monetary conditions and exchange controls; potential liability for remedial actions under existing or future
environmental regulations or from pending or future litigation; limited access to capital or significantly higher cost of capital related to illiquidity or uncertainty in
the domestic or international financial markets; general domestic and international economic and political conditions, as well as changes in tax, environmental
and other laws applicable to ConocoPhillips’ business and other economic, business, competitive and/or regulatory factors affecting ConocoPhillips’ business
generally as set forth in ConocoPhillips’ filings with the Securities and Exchange Commission (SEC). We caution you not to place undue reliance on our forwardlooking statements, which are only as of the date of this presentation or as otherwise indicated, and we expressly disclaim any responsibility for updating such
information.
Use of non-GAAP financial information – This presentation may include non-GAAP financial measures, which help facilitate comparison of company operating
performance across periods and with peer companies. Any non-GAAP measures included herein will be accompanied by a reconciliation to the nearest
corresponding GAAP measure on our website at www.conocophillips.com/nongaap.
Cautionary Note to U.S. Investors – The SEC permits oil and gas companies, in their filings with the SEC, to disclose only proved, probable and possible reserves.
We use the term "resource" in this presentation that the SEC’s guidelines prohibit us from including in filings with the SEC. U.S. investors are urged to consider
closely the oil and gas disclosures in our Form 10-K and other reports and filings with the SEC. Copies are available from the SEC and from the ConocoPhillips
website.
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Key Messages
• For the last few years, higher costs have been impacting returns
• These impacts are exacerbated in the current market environment

• Industry is recalibrating to a “value over volume” mindset
• Owners and suppliers, together, are facing challenges to reduce supply chain costs
• Cost reduction approach should consider “one size does not fit all”

• Real-time market intelligence and a data-driven approach to cost management is
critical
• ConocoPhillips is leveraging its supplier relationships to capture deflation and
efficiency opportunities whenever possible
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Our Industry has an Issue
Major energy companies' cash from operations and uses of cash
billion 2014 dollars, annualized values from quarterly reports
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Debt among upstream firms has been rising as
lower oil prices and high costs pressure margins.
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• Contributing Factors:
• Reduced production volume
per dollar invested
• Insufficient supplier
collaboration
• Lack of standardization
• Increasing labor costs –
Productivity under pressure –
grown too quickly?
• Favorable high-yield market
enabled greater use of debt
• Poor execution on
megaprojects

Industrywide Capex Reduction in 2015
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2015 Announced Budget Cut
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• Over 40 firms have announced capital reduction totaling ~$60 Bn in 2015
• Significant cutbacks among North American shale producers, especially independents and
Canadian oil sands operators

• Deferral of exploration and megaproject FIDs have started among majors
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Industry Levers to Address Cash Flow
• Capex reduction/deferral
• Cost reduction
• Waste elimination
• Productivity and production improvements
• Reduce or eliminate share buybacks
• Asset sales
• Raise debt levels
• Dividend reduction
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Sustainable Cost Reductions Program
• Goal:
• Deliver savings from marketplace deflations
while maintaining our SPIRIT values and
strong supplier relationships

Process

Performance
Metrics

• Approach:
Lead by the business
Coordinated by Supply Chain
Collaborative approach with our suppliers
Prospects are prioritized by category, supplier
and savings potential
• Opportunities leveraged across the business
• Value continually assessed against market
intelligence
•
•
•
•
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Market Intel

Our Supply Chain Vision
ConocoPhillips
Strategic
Priorities

Vision
Deployment

World-class
Delivery

• Smart Growth
• Superior Return

$ Well Spent

• SPIRIT Values

Commercial Innovation
8

Value Delivered

Suppliers Who Manage Sustainability Are Key For Smart Growth
shared

focus and values mitigate

risk and enhance community acceptance

bringing solutions

to sustainably
develop resources supports growth

quality and consistency throughout
the supply

chain
is key

9

