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Phillips 66 [NYSE: PSX]: Due to the company’s FAILURE to:

e Commit to reducing its greenhouse gas (GHG) emissions to net zero by 2050,

e Align its capital allocation with limiting warming to 1.5°C, and

e Make a specific commitment to conduct all of its lobbying in line with the goals of the Paris Agreement, and its general
opposition to U.S. federal and state climate policy;

Vote AGAINST:

e Gregory J. Hayes, (Item 1a)
Charles M. Holley, (Item 1b)
Denise R. Singleton, (ltem 1c)
Glenn F. Tilton, (Iltem 1d) and
Marna C. Whittington (1e).

The physical and financial risks posed by climate change to long-term investors are systemic, portfolio-wide,
unhedgeable and undiversifiable. Therefore, the actions of companies that fail to align to limiting warming to 1.5°C pose risks to
the financial system as a whole, and to investors’ entire portfolios. See www.proxyvoting.majorityaction.us for more information
regarding Majority Action’s Proxy Voting for a 1.5°C World initiative and the transformation required in key industries.

Phillips 66 is a U.S.-based energy multinational created when ConocoPhillips spun off its downstream and midstream
assets,! with twelve petroleum refineries in the U.S. and Europe.2 It owns and operates 72,000 miles of pipelines in the United
States for crude and refined petroleum products as well as fossil gas and natural gas quuids.3 Phillips 66 also ranks 27th among
global producers of single use plastic waste.? It is among the 166 focus companies named by Climate Action 100+ as one of the
largest global emitters and “key to driving the global net zero emissions transition.”

Petroleum and fossil gas products, including those used in transportation, buildings, industrial processes, and electricity

production, account for nearly 80% of carbon emissions from the U.S. energy system.6 In 2021, the International Energy
Agency (IEA) released its Net Zero Emissions by 2050 Scenario (NZE), which sets out a pathway to reduce emissions from the
global energy system aligned with limiting warming to 1.5°C. Under the




NZE, fossil fuel use falls dramatically in the next decade, and remaining fossil fuel demand can be met through existing supplies
and infrastructure. Approving new oil and gas fields is incompatible with this pathway.

Failure to set ambitious decarbonization targets in line with 1.5°C pathways, and to align companies’ business plans and
policy influence to those targets, is a failure of strategy and corporate governance, for which long-term investors should
hold directors accountable. At companies where the production, processing, sale, and/or consumption of fossil fuels is central to
their core business, GHG emissions reductions have profound strategic implications. Where the company has failed to take the
initial step of committing to net zero emissions by 2050, the entire board should be held accountable. Phillips 66 has a classified

board, with only five directors facing election in 2023; Majority Action is recommending investors vote against all five.”
In 2023, we have updated our metrics to more closely align with the Climate Action 100+ Net Zero Benchmark Indicators

for the oil and gas sector, while still focusing on the three core pillars of target setting, capital allocation, and policy influence. This
allows for a more standardized assessment across companies that is broadly accepted by investors.

Target setting




Phillips 66 does not have a net zero by 2050 ambition.8 In September 2021, Phillips 66 announced a goal to reduce scope 1 and 2
emissions intensity by 30% and scope 3 emissions intensity by 15%, both by 2030, compared to a 2019 baseline.? In February

2022, the company announced that it would reduce scope 1 and 2 emissions intensity by 50% by 2050.10 The company does not
address how these long and medium term emissions intensity reductions will lead to absolute reductions in line with limiting

warming to 1.5°Cc."

Despite its existing goals, the company’s board recommended shareholders vote against shareholder proposals to set public GHG
emissions targets that are consistent with the goal of the Paris Climate Agreement at its 2022 annual meeting.12 The proposal
received strong support from shareholders, with 36.2% of shares voted in favor.13

Capital allocation




According to the Climate Action 100+ Net Zero Company Benchmark, Phillips 66 does not meet any of the indicators for capital

allocation alignment.14 To do so, the company would need to align future capital expenditures with its long-term GHG reduction
target(s), commit to aligning future capital expenditures with the Paris Agreement’s objective of limiting global warming to 1.5°C,
and disclose the methodology it uses to assess such alignment.

The company states that its $2 billion capital program includes $1.1 billion for growth capital, of which 50% supports “lower-carbon
opportunities.”15 While Phillips 66 discusses investments into areas such as renewable fuels, hydrogen, and production of

batteries,'® it does not address specific expected emissions savings, including anticipated reduction in production of refined
products.

Policy influence

According to InfluenceMap, the company received an E grade for its obstructive policy engagement18, receiving among the lowest

scores for policy engagement of all U.S. oil and gas companies on the Climate Action 100+ focus company list. 19 Phillips 66 has not
yet met all of the Climate 100+ Net Zero Company Benchmark indicators for climate policy engagement. While the company

discloses its trade associationszo, and has published a climate lobbying report, it does not have a Paris Agreement-aligned climate
lobbying position, expectations that the trade associations to which it belongs be aligned to the goals of the Paris Agreement, or a
process to ensure its trade associations lobby in accordance with the Paris Agreement. The organization’s score for climate policy

engagement not only shows misalignment, but also shows opposition to climate policy aligned with the Paris Agreement.21 22

The company's lobbying report states that Phillips 66 belongs to the Liquid Energy Pipeline Association?3, formerly the Association
of Oil Pipe Lines. In March 2023, the association released a polling report to make the case that “Americans support pipelines as

the most sustainable way to deliver energy and cleaner fuels.” 24 This study is an example of industry backed research that
undermines the climate goals outlined in the Paris Agreement. Former CEO and current Executive Chairman Greg Garland?®
serves on the board of the American Petroleum Institute, %8 despite that organization’s record of climate obstructionism.2”

Conclusion: Phillips 66 has failed to set a net zero emissions by 2050 target and realign its capital allocation and policy
influence to limit warming to 1.5°C. Therefore, we recommend




that shareholders vote AGAINST all directors facing re-election at the company’s annual meeting on May 10, 2023:
Gregory J. Hayes (Item 1a), Charles M. Holley (ltem 1b), Denise R. Singleton (Iltem 1c), Glenn F. Tilton (Item 1d), and Marna C.
Whittington (1e).
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