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Forward-Looking Statements
PDC Energy’s 2022 TCFD Report contains “forward-looking statements”
within the meaning of securities laws, including discussion of potential
future risks, and the company’s objectives, goals, plans, processes,
intentions and expectations in managing such potential future risks and
PDC Energy’s business as a whole. Forward-looking statements involve
known or unknown risks, either of which may cause the company’s
results to differ materially from information expressly or impliedly
contained within the forward-looking statements. All statements (other
than statements of historical fact) included in the 2022 TCFD Report that
address objectives, goals, plans, processes, intentions and expectations
of the company are forward-looking statements. These statements are
subject to assumptions, risks and uncertainties that are beyond the
company’s control. Future results, objectives, goals, plans, expectations
and forecasts may be impacted by the risks discussed in the Risk Factors
section of PDC Energy’s most recent Annual Report on Form 10-K, Form
10-Q or other filings with the SEC. Forward-looking statements contained
within this report are made as of the date of this report. Although PDC
Energy may voluntarily update its prior forward-looking statements at
any time, the company disclaims any commitment to do so other than as
required by securities laws.
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Approach to Assessing
Climate-Related Risks and
Opportunities
SCENARIOS AND STRATEGIES
1. OVERVIEW
In deciding to proceed with a Task Force for Climate-Related Financial Disclosure (TCFD), PDC Energy, Inc.
(“PDC”) chose to make its assessment of climate-related risks and opportunities a meaningful business
analysis rather than a perfunctory exercise to meet reporting expectations. PDC explicitly chose to follow
the intent and not just the letter of TCFD. PDC is proud of the efforts it has undertaken to date.
PDC focused on three principles in preparing for TCFD disclosure:
A. Substantive Senior Management Team (“SMT”) engagement in the process and ownership of
the outcomes;
B. Open consideration of a wide range of potential climate scenarios including 2 degree
scenarios; and
C. Meaningful integration of the results and implications into business strategy and decisions.
The result has been a highly meaningful TCFD preparation process with profound insights and
implications for the business. The most important parts of this analysis were done by Senior
Management, not for Senior Management.
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2. PROCESS
a. TCFD Guidance
PDC followed the guidance of TCFD’s 2017 Technical Supplement on The Use of Scenario Analysis in Disclosure
of Climate-related Risks and Opportunities, as supplemented by TCFD’s 2020 Guidance on Scenario Analysis for
Non-Financial Companies.
The critical elements focused on by PDC include:
• Providing clear governance and executive-level leadership, reporting to the CEO, with C-Suite engagement
and Board awareness and oversight. This ensures that scenarios are “relevant for (and have legitimacy in
the eyes of) the managers who will use them.”
• Challenging company assumptions “[i]n setting climate-related scenario time horizons,” rather than
accepting “traditional planning horizons, which are often too short.”
• Developing sound qualitative scenario narratives before moving to quantification, avoiding “excessive
focus on quantification.”
• Rigorously testing of current and potential strategies to see their value and resilience under
different scenarios.
• Using outside third party expert resources to provide insight, “challenge [the company’s] own thinking
about the organization and its business (model),” and “avoid the trap of ‘business as usual’ mental models
[which] can impair the engagement process.”

b. Leadership Engagement
Leadership engagement took place through the entire SMT of the company, not an ad hoc group assembled for
TCFD purposes. The SMT is comprised of:
• President and CEO
• Executive Vice President – Corporate Development and Strategy
• Chief Financial Officer
• General Counsel and Corporate Secretary (co-Executive Sponsor of internal ESG Steering Committee
(“Steering Committee”)
• Senior Vice President – Operations (co-Executive Sponsor of Steering Committee)
The entire SMT actively participated in every step of the analysis, both individually and as the entire executive
leadership team. The SMT will continue to be actively engaged (again both individually and as a leadership
team) in further development of the strategic direction, integration of the direction into all areas within their
responsibilities, and implementation.
The outcomes of this process were then shared for consultation with the Environmental, Social, Governance
and Nominating Committee of the Board of Directors (“ESG&N Board Committee”). The ESG&N Board
Committee engaged in robust discussion and reviewed both the process and outcomes of the scenarios and
strategy analysis.
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c. Time Frames
The scenario interviews began with an open-ended exploration of what the appropriate time frames were for
the scenario development. SMT members were prompted to consider the differing time frames of a variety of
key stakeholders, including but not limited to investors, communities, regulatory bodies, company management
and employees (noting the wide age distribution of current and future employees). These were contrasted with
existing company time frames for other processes (such as return on investment calculations for evaluation of
capital expenditures).

d. Qualitative Scenario Narratives
The SMT developed its own qualitative narrative scenarios. As TCFD’s 2017 guidance noted:
Organizations just beginning to use scenario analysis may choose to start with qualitative scenario
narratives or storylines to help management explore the potential range of climate change implications
for the organization.
This approach enables management to understand, own and use the scenarios and therefore truly
participate in the scenario analysis and its strategic implications. After this is done, management is much
better able to determine what should be addressed in future formal TCFD analysis and disclosure.
PDC used TCFD’s “STEEP Model of Driving Forces” to develop its scenarios:
• Social: Demographic factors, health and education trends, civil stability
• Technology: Research trends, emerging technologies, technology diffusion
• Economic: Macro- and micro-economic trends, regional and national trends, financial market trends,
trade rules and protectionism
• Environment: Ecosystem trends, climate and weather trends, pollution, land use, energy and waste
• Political: Policy, laws and regulations, court decisions, political considerations
Scenario development began by looking at potential future directions in environment (especially physical climate
change) and political (especially climate-related public policy). Those hypotheses were then tested against the
other STEEP forces and modified accordingly.
Scenario development was refined by exploring how each scenario might translate into a different market
context, taking into account:
• Energy supply
• Energy demand
• Energy costs
• Energy pricing
• Regulation (both regional and national)
• Social “License to operate” (both regional and national)
Each SMT member was interviewed individually for development of their own potential scenarios without the
influence of other SMT members or the “group think” that might stifle challenging conventional wisdom. The results
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of the interviews were then aggregated anonymously, retaining the key words from SMT members’ own scenarios.
The results were reviewed and revised in a workshop with all SMT members and third party expert facilitation.
These scenarios were developed rigorously as forward-looking hypothetical futures, without regard for current or
potential business strategies or consequences.

e. Strategies and Resilience
A second round of individual SMT member interviews were conducted focused on strategy. Using the scenarios
that emerged from the prior SMT workshop, SMT members:
• Identified potential business strategies to optimize PDC outcomes for each scenario
• Tested those strategies against all the scenarios
• Tested current PDC strategy against those scenarios
The results of these interviews were again aggregated anonymously, retaining the key words from SMT
members’ own strategies. The results were reviewed and revised in a second workshop with all SMT members
and third party expert facilitation.

3. OUTCOMES: SCENARIOS
a. Time Frames
The SMT agreed on three separate time frames, with scenario development focusing on the two longer periods.
It was agreed that these could be summarized as 2030 and 2050 to facilitate reference to other external
scenarios at later stages:

Basis
Time period
Reference year

Short-term

Medium-term

Long-term

Operations and
budget time frame

Planning
time frame

Stakeholder time frame
(including many employees)

1-2 years

5-10 years

20-30 years

--

2030

2050

PDC ENERGY | 2022 TCFD Reporting

7

b. Applying STEEP Model of Driving Forces
Use of the TCFD STEEP Model of Driving Forces produced a number of insights into critical issues that refined
the development of these scenarios, influenced the perceived relative likelihood of different scenarios, and would
later provide insight into some of the critical “signposts” to be monitored in the future. Key insights included:
• Social: Social factors are likely to drive continued increases in demand for energy. Long-term global
increases in wealth will continue to drive demands for increased quality-of-life which historically
translates directly into increased demand for traditional energy. Other social initiatives (such as bridging
the digital divide, improving and expanding high-speed and high-quality internet access) will exacerbate
that demand.
• Technology: Technology has the potential for huge impact on the nature and likelihood of future energy
scenarios – but the direction of that impact could go either way:
– Technology may reduce demand for fossil fuels by increasing the availability, cost and reliability of
renewable energy and other energy sources with lower climate impact.
– Technology may reduce restrictions on fossil fuels by reducing GHG emissions from fossil fuel
production and refining, or by making carbon capture, storage and use realistic and economical
at scale.
• Economic: If regulation and technology are inconsistent, the result may be an unacceptable economic
burden (especially on lower income groups) from reliance on high-cost renewables costs and/or higher
fossil fuel regulatory costs. This could in turn affect climate policy and regulation by creating a backlash
against decarbonization.

c. Wide Range of Potential Climate Scenarios
The SMT identified four different scenarios for consideration. In keeping with TCFD guidance, these scenarios
represent a wide range of challenging hypothetical futures for PDC. These scenarios can be summarized:
1. Energy Shortfall (including renewables)
• High demand, lower supply
• Still high expectations for environmental performance
2. Survival of Fewer/Leaders
• Spike in expectations and regulation
• Much lower demand for fossil fuels
3. Oil Diminishes, Natural Gas Expands
• Electrification and electric vehicles succeed
• Oil markets phase down (driven more by markets than by regulation)
4. Oil & Gas Both Phase Down
• Both market and regulatory drivers
• Alternatives amply available
• Economic/equity consequences?

2030

(Reflecting a mid term,
5-10 year time frame)

2050

and Beyond
(Reflecting a longer-term,
20-30 year time frame)

It should be noted that the Russian invasion of Ukraine and subsequent pressure on global energy supplies
occurred during the scenario process and was subsequently taken into account. Interestingly, this did not result
in identification of an additional scenario. Rather, it was recognized as a different set of causes which might lead
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to the same effect already identified in Scenario 1, demonstrating resiliency of identified scenarios. There were
additional insights and nuances within each scenario considered, including substantial insights into climaterelated opportunities and risks:

SCENARIO 1: Energy Shortfall (including renewables) | 2030
Energy demand remains high, driven by social and economic considerations. Policy makers and markets
are increasingly sensitive to climate impacts and set high and rising expectations for the climate (and
broader environmental) performance of energy companies. However, growth in affordable, reliable
renewable energy generation and transmission has not kept pace with energy demand and there is still
a reluctant reliance on substantial use of fossil fuels. (Geopolitical factors that suddenly limit access to
energy sources can create the same effect, as seen in Europe in 2022.) This puts a premium on fossil fuel
providers who can meet increasingly exacting standards and expectations.

SCENARIO 2: Survival of Fewer/Leaders | 2030
Policy makers’ and markets’ concerns over climate change continue to grow substantially. Efforts on both
the supply and demand side have borne fruit. On the supply side, renewable power’s market share has
grown substantially. On the demand side, growth in electric vehicles and energy improvements in other
sectors have muted increases in energy demand, especially fossil fuels. There is a lower residual demand
for fossil fuels, coupled with substantially higher expectations and regulation. In this world, there will be
far fewer surviving oil and gas companies – but they will have to be the top performers in all aspects of
climate/environmental impact.

SCENARIO 3: Oil Diminishes, Natural Gas Expands | 2050
Significant structural changes have taken place in the market, driven by strong, sustained policy and
market commitment to drive down GHG emissions across the economy. Substantial electrification of
transportation has taken hold, including effective replacement of internal combustion engine vehicles with
electric vehicles. These market and regulatory changes, coupled with continued investment in technology
to reduce GHG impacts of natural gas, have led the market to prioritize natural gas. Oil markets are phasing
down as demand dwindles. Natural gas, however, continues to be a major energy source including some
continued expansion. Even for natural gas, though, the market is likely to be unforgiving in its expectation
for the climate/environmental performance of individual companies.

SCENARIO 4: Oil & Gas Both Phase Down | 2050
Both market and regulatory drivers are permanently and irrevocably reducing demand for oil and gas.
Technology has evolved to make replacement sources of energy amply and reliably available for any
conceivable oil and gas use. The total market for oil and gas has shrunk substantially. While the industry
may survive longer (comparable possibly to coal in 2022), it is clearly operating in a diminishing market
space. However, there may be substantial social and economic impacts, as replacement energy and/
or higher-efficiency applications (such as housing and transportation) may not be evenly-distributed or
equally-affordable across geography and income.
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d. Crosswalk to IPCC Scenarios
The PDC-developed qualitative scenario narratives can be compared to the most recent IPCC scenarios. While
not identical, the PDC scenarios are roughly equivalent to three of the five IPCC scenarios. This is important for
several reasons, demonstrating that:
• PDC has indeed considered a wide range of scenarios.
• PDC has not been captive to “conventional wisdom,” such as the industry reference case (US Energy
Information Administration, Annual Energy Outlook 2022), which shows both “petroleum and other
liquids” and “natural gas” consumption as increasing 11-12% from 2020 to 2050, maintaining their
combined 69% share of energy consumption during that period.
• PDC has considered scenarios (both #3 and #4), which are consistent with IPCC scenarios for remaining
below 2 degrees.

IPCC
Scenario

Description

CO2
Emissions

Near Term
Best Est (°C)
2021-2040

4

SSP1-1.9

Very Low
GHG
emissions

Net zero ≈
2050

1.5

1.6

1.4

3

SSP1-2.6

Low GHG
emissions

Net zero ≈
2075

1.5

1.7

1.8

SSP2-4.5

Intermediate
GHG
emissions

Stable until
2050
Net zero >
2100

1.5

2.0

2.7

SSP3-7.0

High GHG
emissions

Double by
2100

1.5

2.1

3.6

SSP5-8.5

Very high
GHG
emissions

Triple by
2075

1.6

2.4

4.4

PDC
Scenario

1 and 2

Mid-Term
Long Term
Best Est (°C) Best Est (°C)
2041-2060
2081-2100
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4. OUTCOMES: OPPORTUNITIES AND RISKS
a. Physical Climate Risk
The nature of potential physical climate risks for PDC is the same in each scenario, with only confidence, timing
and intensity varying. In light of the location and nature of PDC’s operations, the primary physical climate risks
for PDC arise from increased exposure of field operations to water stress and wildfire. These risks represent
potential increases in frequency and severity of historically-present conditions and events in this region.
These risks will require monitoring and management but are not expected to fundamentally alter the strategy
and key processes of the company. PDC will continue to study and monitor the best available science to
understand and consider both the overall risks and sub-regional variations. In the near term, these may impact
operations, budget and capital plans related to preparedness, resiliency and adaptation. In the longer term,
depending on developments in the science and granularity of future projects, there could be some strategic
impact in prioritizing both operations and potentially M&A activity.
As PDC’s understanding of these risks and their impacts develops, this will be included in future disclosure reports.

b. Transition Risk
As a company currently based entirely on upstream oil and gas, PDC recognizes its biggest risks and
opportunities are overwhelmingly related to transition as the US and global economies move away from
dependence on fossil fuels. These risks are minimal over the short term, but may grow substantially over the
medium and long term.
In every scenario considered, certain factors are common which could increase PDC costs and/or reduce PDC
markets, including:
• Increased regulation aimed at reducing all possible GHG emissions from exploration and production of
fossil fuels.
• Increased public policy actions to reduce the consumption of fossil fuels, including potential
regulation on use of fossil fuels, taxing the use of fossil fuels, promotion of the development and
adoption of energy-efficiency measures, and promotion of the development and adoption of alternative
energy sources.
These factors raise the potential of material financial impacts on the company including:
• Decreased revenues
• Decreased margins
• Increased capital demands
• Challenges in attracting and retaining employees
• Reduced access to capital and as the market anticipates investors those decreases.
Quantification of these risks will be extremely complex and will depend on a number of different assumptions.
PDC has not yet moved to that quantification of these risks. PDC will work to better understand the quantification
of these risks in the future and will disclose as meaningful quantification becomes available.
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c. Transition Opportunities
The opportunities for PDC are found in its ability to identify and potential to manage these risks better than
competing firms. While some scenarios (especially #3 and #4) would show a substantial decline in the overall
market, there would still be a market and PDC would be able to compete for an increased share (perhaps with a
reduction in marginal competitors unable to meet rising expectations).
PDC’s scale may be a limiting factor in its ability to realize these opportunities. To the extent that success
depends on major levels of investment, scale may be a crucial factor.
However, it is possible that realizing these opportunities will require agility, operating efficiency, experience in
acquiring and improving operations, and flexibility in identifying and allying with less conventional partners.
In this case, PDC’s scale and experience might make it much better able to realize these opportunities than
substantially larger firms.
As in considering risks, quantification of these opportunities will be extremely complex and will depend on a
number of different assumptions. PDC has not yet moved to that quantification of these opportunities. PDC will
work to better understand the quantification of these opportunities in the future and will disclose as meaningful
quantification becomes available.

5. STRATEGY RESILIENCE
a. Strategic Resilience
While PDC has not yet moved to quantification of the climate risks and opportunities, the scenario and strategy
process has enabled PDC to understand the broad direction and potential scale of those risks and opportunities.
The scenario analysis identified the potential for substantial risks to the resilience of the business. Increased
efforts to decarbonize the economy are likely to include both:
• Efforts to shift away from fossil fuels and
• Higher expectations (both regulatory and market) on the carbon efficiency of residual fossil
fuel providers.
The resilience of the company’s strategy – and indeed the extent to which these efforts represent opportunities
or risks – will increasingly depend on both:
• How the company compares to other fossil fuel providers in its climate and environmental efficiency; and
• Whether the company reduces its dependency on fossil fuels as its only energy business.
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b. Strategic Direction
The appreciation of climate risks and opportunities arising from this process has led PDC leadership to consider
a different strategic direction, which can be currently summarized as:

“Move towards climate leadership in our industry and geography while learning about
and investing in emerging energy technologies.”
This is clearly a direction and not a detailed, studied strategy. Over the balance of 2022, PDC will take a number
of steps to develop and build out this strategy, with significant engagement of the SMT, Steering Committee
and appropriate oversight and engagement from the ESG&N Board Committee. The resulting strategy will then
be translated into quantitative goals, including potential changes to Scope 1 and 2 emission reduction goals.
However, changes in goals now would be premature, and PDC continues to stand behind all public commitments
for emissions reduction and environmental performance.

6. NEXT STEPS
PDC sees assessing and managing climate-related risks and opportunities as an ongoing process, not a one-off
event to meet reporting requirements. PDC anticipates focusing on five distinct steps going forward:

a. Further Strategy Development
As noted above, there is substantial work to transform a potential strategic direction into a clearly-articulated
strategy. It is crucial to note that the resulting strategy would be fully integrated into PDC’s larger business
strategy, not a separate stand-alone climate strategy which does not carry weight in day-to-day operations.

b. Integration into Business Goals and Processes
As the strategic direction is tested and clarified, PDC will ensure that it is meaningfully integrated into ongoing
business strategies, processes and decisions. As many companies have learned, this integration is crucial in
turning climate ambition into business achievement. PDC will ensure continuing ESGN oversight of
integration progress.

c. Employee Engagement
The strategic direction could have implications for all PDC employees now and in the future. The scenario
process clearly indicated that this is likely to be of increasing interest to PDC employees over time. In addition,
implementation of any new strategic direction would require the understanding and meaningful participation of
employees throughout the company.

PDC ENERGY | 2022 TCFD Reporting 13

d. Process for Ongoing Review (“Signposts”)
As TCFD’s guidance notes:
Managing for resilient strategies requires adaptive probing — a continual exploration of alternative
strategies, even if the current strategies seem to be working fine. This means periodic refreshment of
a company’s scenario analysis, regular monitoring of the key indicators and signposts of the external
environment, and adjustments when necessary.
PDC intends to develop and implement an ongoing process for ongoing review during 2022, while the initial
scenario/strategy process is still fresh. This will harness the energy and enthusiasm from the SMT’s involvement,
but also prevent a lapse during which a new strategy simply becomes the new “accepted wisdom”, missing
critical changes in the external context and discouraging internal challenges.
This process is under review and development in 2022 in light of this year’s scenario and strategy analysis.
The details of this process will be fully disclosed in 2023.

e. Ongoing BOD Engagement and Oversight
Crucially, the ESG&N Board Committee will actively oversee continued development, implementation and
outcomes from these processes, including strategy development, business integration, employee engagement
and periodic review. Schedules, updates, progress and outcomes will be routinely provided to, and discussed
with, the ESG&N Board Committee on a quarterly basis, at a minimum.
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