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Presentation Notes
It’s wonderful to be here in San Antonio, talking at this conference about how together we’re going to build the economy of Texas in the 21st Century, and make it sustainable and allow it to grow. So what I’ll talk about today is a really amazing event occurring here in Texas and across America. That’s the Unconventional Reservoirs Revolution, and I’ll tell you about how it’s profoundly changing the future of our nation and our state. 



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 or operating results. 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 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).  
 
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 in an appendix. 
 
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. 

Greg Leveille
Presentation Notes
I work for a publically traded company, and because I’ll be talking about the future, I have to show this cautionary statement. It tells you that we do not have a perfect crystal ball. We can’t predict the future with absolute accuracy. So if you want to understand some of the uncertainties associated with future predictions, look at our SEC filings.
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Greg Leveille
Presentation Notes
What I’ll cover today is on this slide. So I’ll start at a very high level, and talk about how the Unconventional Reservoirs Revolution is changing the trajectory of America’s future, Texas’ future and particularly the future of South Texas. I’ll then talk a little bit about ConocoPhillips’ Eagle Ford business, and wrap up with some discussion around how we believe companies and communities can work together to create this sustainable, vital and exiting future. 



American Unconventional Reservoirs (a.k.a. "shales") 
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Greg Leveille
Presentation Notes
I’m giving you some insight – this is something big, and I’ll start with a map of the U.S., which shows where these unconventional reservoirs are located. “Unconventional reservoirs” is a term used in the industry that’s basically synonymous with “shale” for the most part. There are a few things that aren’t shales that are unconventional reservoirs, but for the most part you can think of the two as the same type of opportunity. You see on this slide that unconventional reservoirs extend across our nation, all the way from the Canadian border, where you have the Bakken in North Dakota, down to South Texas where the Eagle Ford touches on the Rio Grande. You look at the East Coast and you have the Marcellus. Then go all the way across to the West Coast and you see the Monterey Shale. So clearly from a geographic perspective this is big. And it’s something in which every Texan can take great pride, because this revolution, which is changing the direction of our country, started right here in Texas. If you just go up I-35 to the Fort Worth Basin, that’s where the Barnett shale is located. Most of you know that shortly after the turn of the century the industry and particularly George Mitchell of Mitchell Energy found ways to extract natural gas from the Barnett shale.



The Gas Side of the Revolution:  Born Deep in the Heart of Texas   
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Greg Leveille
Presentation Notes
And what you see here on the map is that very quickly this revolution spread from Texas to many other basins around the U.S. Then if you look at the graph on the right you see how significant the growth has been in natural gas production from these unconventional reservoirs. You can see that at the turn of the century natural gas production in the U.S. was around 50 billion cubic feet per day. That’s certainly a large number. But today it’s up to almost 70 billion cubic feet per day, with more than 20 of that from unconventional reservoirs. About half of that comes from the Marcellus on the East Coast, but the other half mostly comes from Texas. So the Barnett, the Eagle Ford, and the gas production in the Permian Basin are something that Texans, as I said, can be very, very proud of.



Texas – Leading the Way in U.S. Oil Production Growth 

Source : U.S. Department of Energy, Energy Information Administration (EIA) 
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Greg Leveille
Presentation Notes
The oil side of the story is even better. And I would say that this is the greatest comeback story you can possibly imagine. Everyone loves a comeback story, right? On the oil side the chronology is that the U.S. was once the world’s leading oil producing nation. If you go back to 1970, we were producing around 11 million barrels of liquids a day, including oil, oil condensate and natural gas liquids. That was more than any other country. You can see that after 1970 production in the U.S. started to decline. It was basically the depletion of conventional reservoirs that had been discovered a long time ago, back in the teens, the ‘20s and the ‘30s. As those conventional reservoirs declined, less and less of the oil being consumed in the U.S. came from here, and we became more and more beholden to countries outside North America for our imports. You can imagine the reaction in Washington, the reaction around the entire nation to this dramatic change, because no one wants to be beholden to others for energy. Then you see, near the right edge of the left-hand graph, a dramatic change in the trajectory of oil production. That curve just jumps straight up, and that’s the production now coming from unconventional reservoirs. As a result, today we’re at almost 10 million barrels a day of production and that number’s growing fast. Very soon we’ll be producing more than we had at the peak in 1970. And if you go into detail, if you look at the graph on the right, what you see is that this tremendous turnaround is really coming from two states – North Dakota and Texas. I’ll talk about North Dakota first. I mean it’s an amazing story. North Dakota was an also-ran as an oil producer as recently as 10 years ago. Today it’s the number-two oil producing state, all because of production coming out of the Bakken – an unconventional reservoir. So a dramatic turnaround. The Bakken today is producing more than a million barrels of oil per day. 



Texas:   From Rags to Riches (in only 5 Years) 
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Greg Leveille
Presentation Notes
No matter how good the North Dakota story is, now look at Texas. What an incredible change. You can see this graph goes from 1981 up to the present. We were producing a little more than 2.5 million barrels a day in the early 1980s. That went down to about a million barrels a day. But today it has climbed up to around 2.9 million barrels per day. That’s due to new unconventional production in the Eagle Ford and the Permian Basin for the most part. So an incredible story here in Texas.To put this in perspective; I’ve got another slide that compares Texas’ production to that of the 12 nations that make up OPEC. OPEC consists of the countries that are the big oil producers. These countries hold enormous reserves of oil, and are the ones that come to mind when most people think about OPEC. If you go back to December 2009, Texas was producing more than only one of the OPEC nations – Ecuador. Ecuador produces about half a million barrels a day, so it’s not a big producer. But if we go forward to December 2012, Texas had jumped up to 2.2 million barrels of oil per day and had passed four other OPEC nations. But we were still behind several of the big producers. Then by December of this past year we were up to 2.8 million barrels of oil per day. We had now passed everyone except for the three OPEC super powers – Saudi Arabia, Iran and Iraq. Now if you fast-forward to the end of this year, Texas will be producing more than every OPEC nation except Saudi Arabia. That’s something to be proud of. And it gets even better. There are big producing nations that aren’t in OPEC. Of them, Texas is already bigger than Norway, the United Kingdom, Mexico and Brazil. If you actually dig a little bit deeper, as I said at the outset, Eagle Ford and the Permian Basin are really the two main drivers here. The Eagle Ford alone today produces more than the United Kingdom, and by the end of the year it will be producing more than Norway, Ecuador, Libya, Qatar and Algeria. So we are involved in something that is really transformational here in Texas, something that is absolutely transforming the future of oil and gas production around the world. 



Benefits for U.S. from Unconventional Reservoirs Revolution 
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Greg Leveille
Presentation Notes
If you look at the benefits associated with this, we’ve already had a large amount of discussion about the economics, energy security and environmental stories. If you come to San Antonio or Houston from other parts of the nation, you realize that their economies are vibrant, they’re growing. In Houston you see nothing but construction cranes along the skyline as you drive in on I-10. Unemployment is low. Everyone is excited about the future. The middle graph shows energy security. San Antonio is a town with a big military presence. A nation importing most of its energy or a large part of its energy must be worried about what’s happening out in the world, and stand ready to defend the shipping lanes that carry that energy. You can see that from the early 1980s, when I started my career in 1984, the U.S. was importing a large amount of oil, but not much natural gas or other energy. But then over the next 20-plus years, into the first part of this century, energy imports were just going up and up and up. We were depending more and more on others for our energy security. Now look at what has happened in the last few years. That curve has turned around and taken a nosedive, going from 30 quadrillion BTUs of energy imports down to 15. A great story on the energy security side. Now look at where that’s going in the not-too-distant future. It’s very likely that the U.S. will be essentially self-sufficient as far as energy generation. That doesn’t mean we won’t be importing some things. We’ll be importing some oil, but we’ll also be exporting a lot of natural gas and perhaps a lot of coal, and in whole will be energy self-sufficient. Now, the last chart on this slide. When you talk to people about the oil and gas industry, there aren’t often many good-news environmental stories. Frankly, our industry has a relatively poor reputation. Most people think of it as kind of old, low tech and dirty. But that is not the case by any means. If you think about what’s happening today as far as CO2 emissions, there’s a tremendous story to be told. That graph shows that total CO2 emissions in the U.S. are down by over 12% from their peak around 2007, and still falling. The primary driver behind that is the conversion of some electricity generation from coal to natural gas. Coal generates far more CO2 per megawatt of power than natural gas does. So you see this change happening, and it’s something that’s going to continue into the future. U.S. government projections suggest that by the mid-2030s there’ll be more electricity generated from natural gas than from coal. It’s the other way around today, and as that flip happens you’ll see even less CO2 going into the atmosphere. So, a great news story from an environmental perspective.



Importance of Oil and Natural Gas to the Texas Economy 
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Greg Leveille
Presentation Notes
Bringing this all back to Texas, we are number one in energy production, bar none. We are the heart and soul of America when it comes to energy production. We’re also the country’s largest energy consumer, with a lot of this consumption driving our manufacturing and chemical industries. If you look at Texas, we’re way ahead of the curve as far as use of natural gas to generate electricity. Nearly half of Texas’ electricity is generated with natural gas, while in other parts of the U.S. that proportion is not nearly as large. But probably the last set of bullet points is the most important. I get to travel a lot. I get to speak with a lot of different people around this country, and I can tell you almost everyone I talk to is envious of what’s happening in Texas. Because we really are finding ways to have the best of all worlds. We’re having growth and improved environmental performance. We’re creating a sustainable future, which other states and countries would love to be able to replicate. So this is a great news story for Texas, and as I said the Eagle Ford is a big, big part of that.



ConocoPhillips – An Industry Leader in Liquids-Rich U.R. Plays 
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Greg Leveille
Presentation Notes
Now a little about ConocoPhillips. We’re one of the world’s largest independent oil and gas companies. One of the things we’re very proud of is that we’re a leader in unconventional reservoirs, specifically their liquids-rich plays. By liquids-rich, I mean opportunities or assets that produce oil condensate or natural gas liquids – like the Eagle Ford, Bakken and many of the plays in the Permian Basin. You have two graphs here. The one at left shows that ConocoPhillips is one of only two companies with large positions in these “big three” liquids-rich plays. There are a lot of companies with big positions in two, and many with big positions in one. But we’re in all three, and we’re very proud of that fact, because we believe these will be the areas with the biggest impact on our country’s energy future. Then at right is a very interesting graph. It shows the value per acre of the different companies’ positions in the Eagle Ford. This is by a third-party company, Wood Mackenzie.  They’ve assessed the quality of each company’s acreage position. The graph shows that ConocoPhillips has the highest value per acre, and we have a large position. There are other large companies down there, so we’re not saying by any means that we are the only one working in the Eagle Ford. But we’re happy to be number one, and we’d love to be number one in all three of these plays. We can’t claim that. But if we were going to be number one in any of them, we’d certainly pick the Eagle Ford. It’s by far the most important unconventional reservoir in North America today. It’s got the highest oil production, at over 1.3 million barrels a day, plus over 6 billion cubic feet of gas per day. And we think it has the greatest growth potential. So it’s an absolutely fabulous place to be.



ConocoPhillips’ Eagle Ford Position 

 221,000 net acres 

 2.5 BBOE net EUR 

 >3,000 identified drilling locations 
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Greg Leveille
Presentation Notes
This slide shows the counties in which we’re operating in the Eagle Ford – McMullen, Live Oak, Karnes, DeWitt and Lavaca counties. The colors on the map represent the different types of hydrocarbons present. Green is where the Eagle Ford gives up mostly oil, with very little gas. Yellow indicates kind of a mixture of oil, condensate and natural gas liquids. Red is more or less dry gas, with very little liquid. So you can see we’re right along that line between the oily areas and the area shaded in yellow, which is a great place to be. It offers some of the best opportunities in the Eagle Ford. The oil and gas come out of the ground at a very high rate. Several numbers are on the right. I’ll touch on two of them. The 2.5 billion barrels of oil equivalent of estimated ultimate resource recovery is a number that’s very, very important. This is a number that we just increased at our recent analyst day presentation, from 1.8 billion barrels. We added 700 million barrels. There’s a lot of conversation about how long the Eagle Ford will be producing. If you look at the volume that we believe we’ll recover from our acreage, at our current production rate of around 160,000 barrels of oil equivalent per day, our resources will last about 40 years. But we believe that our total resource number could grow significantly. In any case, we’re looking at decades and decades of production at the current rates. You also see that the number of drilling locations remaining for us totals more than 3,000. This represents over 15 years of drilling inventory. Once again, we think we may be able to increase that significantly, even though it already went up by 1,000 between 2013 and 2014. So clearly we’re looking at a very, very significant opportunity here in the Eagle Ford – something that will make a difference in South Texas for decades to come.



Unconventional Reservoir Oil & Gas Projects Life Cycle 
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Presentation Notes
The next slide ties to the theme of my talk. There’s a life cycle involved in any exploration and development opportunity, and it’s shown here in five parts. Phases one and two, which you might think of being somewhat conjoined, are picking up the acreage. In these phases, companies come in and make deals with individual mineral owners, and then explore and appraise the acreage to develop a sense of how big the opportunity is. For the Eagle Ford, that really started back in 2006. By 2010 the industry had basically reached the point where we realized this was a big deal. It was going to be commercial and highly productive. We’re in the development and production phases now – phases three and four. We’ve got some numbers here showing three to 10 years-plus for development of a typical play. Clearly, for the Eagle Ford we’re looking at multiple decades. We see a drilling inventory that goes out well into the 2020s, and we expect it will be extended out into the 2030s. So this is not a flash in the pan. It’s not something that will be gone in the not-too-distant future. Production will extend well beyond the middle part of this century. I’m 55 years old this year, and I expect to be long gone before the last drop of oil is produced in the Eagle Ford. There are a few young people in the room today, and in your own old ages you might see that day, but it’s a long way out there. So this is a very amazing future for South Texas.



ConocoPhillips in Eagle Ford Communities 
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Presentation Notes
My last two slides are among the most important in my presentation, because they are about community engagement. If you think about what I just described – a decades-long period of time – this is kind of like a marriage. It’s a case of two groups getting involved in something for decades. So there will be ups and downs. People will come and go, and a lot of things will happen. But I’m proud to be celebrating my 30th wedding anniversary this year, and ConocoPhillips is proud that we’re looking at the Eagle Ford as an opportunity in which we’ll be here for decades to come. Because of that, we recognize that we need to properly engage with the communities in which we work. We’re committed to being a company that mitigates the impacts of oil and gas development. We realize this is large-scale industrial process. There’s something like 200 rigs working in the Eagle Ford right now. If you go out to I-10 you see trucks carrying pipe every single day, every hour of every day, from the Port of Houston down to the oil field. One of things we’re proud of is that we’ve dramatically cut down our truck traffic. We’ve significantly cut amount of oil hauled by trucks, and pretty much eliminated the use of trucks to haul fresh water to the drill sites for hydraulic fracturing. We’re doing a lot to try to ensure that everyone working for the industry driving on the roads pays absolute attention to safety. That’s our biggest risk factor as far as injury to our employees, and we realize that it’s a risk factor for everyone in the communities. We’re not just trying to mitigate impacts. We’re also trying to improve the quality of life in the communities. There are lots of different ways we do this. We show a few here on the slide. We’re very happy and excited to be welcomed into communities, and to find ways to work together to make them even better places to live.



There’s Power in Cooperation 
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Greg Leveille
Presentation Notes
Next is Power in Cooperation. This is a theme we’ve adopted as a company when we think about how we want to interact with communities. You see that the slide says “engagement and dialogue.” We’ve learned that to do them well, you really have to listen well. Today’s forum only has me talking to you. That can be useful. But you’ll find that if you go and talk with the ConocoPhillips employees who are running our businesses, they like to listen as well. We try to understand concerns in the community and find ways to mitigate them to help improve the quality of life. And we also realize that we absolutely must be transparent and straightforward in how we talk about what we’re doing. We are involved, as I said, in a large-scale industrial operation. We do hydraulic fracturing on a regular basis. There are a lot of misnomers about what hydraulic fracturing entails reported in the press, but we also know there are very legitimate concerns. We always want to talk with people about what those concerns are and what really happens. For example, as when we hydraulically fracture a well, or how we’re working to reduce the amount of fresh water used in our operations. And how we’re working to cut down the emissions associated with our operations. 



Take Away Messages 

 Revolution of enormous scale 

 Texas is leading the way 

 Economic, energy security and 
environmental benefits 

 Eagle Ford growth to continue 

 ConocoPhillips working to be a 
responsible community partner 
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Presentation Notes
That brings me to my last slide. I’ll give you a few thoughts to take away from the conference. What you’re seeing unfold in the Eagle Ford is probably the greatest energy success story we’ll see in the 21st century. This unconventional reservoir revolution has changed the trajectory of our country’s future. Dana mentioned that I worked in the commercial liquefied natural gas organization for ConocoPhillips. I was stationed in Singapore during 2010, and even then I’d say that most people in Asia and other parts of the world thought that America’s time as world leader was over. Our industries were not as competitive as they once were, and other countries’ industries were growing. But look at what’s happened since. The oil and gas industry in America is dramatically changing that trajectory. There’s no reason why America can’t end the 21st century as the world leader, just as it ended the 20th century. Texas we should be really proud of what we’re doing. That said, I don’t know if people from other parts of the country have come up to you and hugged you, and said “thank you.” If they haven’t, they should. I mean a lot of the national economic growth and recovery that’s underway is being driven by what’s happening here in Texas. Those millions of barrels of oil that are being produced from our reservoirs are driving growth not just in Texas, but across the nation. Lastly, this whole idea of companies and communities partnering together is very powerful. It’s why, as Dana said, we are so happy to have a chance to come here and speak with you and be part of this conference, and really work with you to make this future even better. Thank you.
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