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Introduction: New West Opportunities

New West Opportunities (NWO) 1s a cross-border Canada-U.S. Business Strategy consulting firm.

The firm currently has 8 Partners, 57 Associates and 19 research and project/client support staff —
located in 10 major regional business centres across North America.

CANADA: Edmonton, Calgary, Vancouver, Toronto, Ottawa
USA: Detroit, Houston, Washington DC, Seattle, West Palm Beach FL

Practice Groups:

Business Strategy and Project Execution

Energy Sector Strategy and Supply Chain Optimization
Export Market Development

Strategic Communications, Branding and Social Media

Community and Economic Development
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Commercial/Retail Business Optimization Strategy
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Lecture, Discussion, Respectful Dialogue

O Public policy decisionsare typically made after careful and thoughtful consideration of the
range of potential responses available...and after considering and “weighing” the often
“competing” rational and narrative behind each option.

L This afternoon’s session will provide an opportunity for you to engage in a discussion on
Alberta’s energy sector, the future development of the Canadian oil sands, and for us to
explore the increasingly-contentious issues of Economics and the Environment, Social
License and Politics.

» Whatis the future of hydrocarbon production and consumption in an increasingly carbon-
constrained world? How should Canada be positioning itself to respond and take full advantage of
emerging opportunities?

0 We’ll have our own public policy discussion, hopefully one that goes beyond the usual 30-
second sound bites, and that focuses on the potential trade-offs and various interests at play.

L Respect for the views and values of others, and recognizing their potential biases on a
particular public policy issue, is always important...but informed facts-based decisions and
opinions are what we should all be striving to achieve. \ |/
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Community/Societal Values and Needs

Economic

Socio- SUSTAINABILITY

Economic and
Cultural

Fiscal and
Rule of Law Financial

Governance Structures

Environmental
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Community/Societal Values and Needs

» Public Policy Paradigm: Interconnected, Interdependent
» Public Policy Challenge: Balance, Sustainability
L Growing awareness of the need to address global warming/climate change.
O Industry-environment interface?
L Boreal forest eco-system “management” or stewardship?
L Urban growth and the environment impacts?

L Industry-Indigenous communities impacts/implications?
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Community/Societal Values and Needs

Economic, environmental, social, cultural, political...the “public” is ultimately (or, at least,
should be) paramount in public policy formulation and implementation.

Jobs, investment, economic growth, increased energy/national security and energy self-
sufficiency...many feel this is the bottom line.

Fuel switching opportunities (e.g., coal and liquid fuels to natural gas and renewables)?

Governments, industry, ENGOs and Court- and constitutionally-mandated First Nations/Métis
communities consultation and accommodation obligations.

ENGOs/environmental activists: Aprincipled, facts-based stand against oil sands
development...or proposed pipeline developments? Or a purely ideologically-driven “winner
take all” agenda?

Economics and the Environment, Social License and Politics — interconnected,
interdependent and definitely searching for balance!
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Global Energy Landscape (1)

WORLD OIL SUPPLY AND DEMAND:

2013-2018
(IEA, OPEC, NWO data)
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Global Energy Landscape (2)

2016-2017 WORLD CRUDE OIL PRODUCTION
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‘TOP 15’ PRODUCING COUNTRIES (IEA, OPECAND NWO DATA)
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Global Energy Landscape (3)

2016-2017 WORLD OIL PRODUCTION
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Global Energy Landscape (4)

2018 WORLD CRUDE OIL SUPPLY
PROVEN RESERVES
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Global Energy Landscape (5)

2016-2017 WORLD OIL CONSUMPTION
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Global Energy Landscape: Longer Term
Trends, Challenges and Opportunities

TREND ANALYSIS: World Energy Outlook Conference (London UK), November 14,2017

L The United States is turning into the undisputed leader for oil and gas with the demonstrated
resilience of shale gas and tight oil production.

O Solar PV is on track to be the cheapest source of new electricity in many countries...with
rapid deployment and falling costs of most commercially-viable clean energy technologies
helping shift reliance away from more carbon-intensive energy sources.

O China’s shift to a more service-oriented economy and drive to “make the sky blue again” is
recasting its role in energy...but India will increasingly “backfill” China’s previous role as the
world’s most rapidly-expanding carbon-intensive energy consumer.

O The increasing global electrification of energy will accelerate with the growing demand for
cooling, electric vehicles and digitalization.
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Global Energy Landscape: Longer Term
Trends, Challenges and Opportunities

HIGHLIGHTS: World Energy Outlook Conference (London UK), November 14,2017

g

g

Global energy needs rise more slowly than in the past...but still expand by 30% by 2040.

Energy efficiency, fuel-switching and renewables — combined with increasingly supportive
public policy —all play a huge role in offsetting the traditional (carbon-intensive) supply side
responses.

By 2040, renewables reach a 40% share of total power generation globally.

Since 2000, coal-fired power generation capacity has grown by nearly 900 gigawatts (GW)...
but forecast net new additions to 2040 are only 400 GW.

Natural gas use rises by 45% to 2040...with more limited room to expand in the power sector,
industrial demand becomes the largest area for growth.
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Global Energy Landscape: Longer Term
Trends, Challenges and Opportunities

HIGHLIGHTS: World Energy Outlook Conference (London UK), November 14,2017

O Indiais forecast to account for almost 30% of global energy demand growth over the 2018-
2040 period...with its total share of global energy use rising to 11% by 2040.

O China will overtake the U.S. as the largest oil consumer around 2030, and its net imports are
forecast to reach 13 million bbl/day in 2040.

O Global oil demand will continue to grow to 2040, albeit at a steadily decreasingrate...oil
demand is forecast to increase to 105 million bbl/day by 2040.

0 The 8 million bbl/day increase in U.S. tight oil output from 2010 to 2025 would match the
highest sustained period of oil output growth by any single country.

0 A 630bcmincrease in U.S. shale gas production over the 15 years from 2008 would exceed
the previous record for gas.
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Global Energy Landscape: Longer Term
Trends, Challenges and Opportunities

HIGHLIGHTS: World Energy Outlook Conference (London UK), November 14,2017

O Already anet exporter of gas...by the mid-2020s, the U.S. becomes the largest liquified
natural gas (LNG) exporter and a few years later, a net exporter of oil.

O The U.S. will, however, still remain a major importer of heavier crudes that fit the existing
configuration of many of'its larger Gulf Coast and Midwest refineries. This is the longer term
Canadian oil sands “North America Play.”

Challenges? or Opportunities?

Transportation Constraints (Pipelines, Oil-by-Rail)
Western Canadian Select (WCS)-West Texas Intermediate (WTI) Differentials
U.S. Economic Nationalism/National Security Dynamics

/ /
0‘0 0‘0

L/
0’0

Investor Confidence (Competitiveness) Realities/Perceptions

L/ L/
0’0 0’0

Longer Term Confidence in Supply Chain Integration
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Global Energy Landscape: U.S. Resurgence

U.S. Oil and Gas Production: 2005-2030
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SOURCE: DOE, EIA AND NWO DATA, FEBRUARY 2018.
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Global Energy Landscape: North America Play

U.S. Oil Imports by Country (million bbl/day)
Source: DOE, EIA and NWO data, February 2018.
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Alberta: Innovation, Best Practices
Performance, and Corporate Responsibility

O Alberta’s oil sands have been built on a history of technological innovation and continuous
improvement in both operational and environmental performance.

\/
0’0

Improvements in technical efficiency and performance.

Reductions in environment impacts and significant and meaningful improvements in
environmental performance.

CRITICAL: Reductions in operating cost profiles through leading-edge innovation, all
while continuing to meet some of the most stringent regulatory frameworks in the world.

The development of even stronger relationships with First Nations and Métis
communities, the true stewards of the lands upon which industry operates.

PIPELINES: The same can be said regarding each of the major Alberta-based pipeline
proponents...these companies are all fully committed to environmentally-responsible
projects. This means continuing to meet and exceed what are among the safest project
build-out and pipeline operations standards that exist anywhere.

\ | /
N ,

~ —

NEW WEST

OPPORTUNITIES



Global Energy Landscape: Continued
North American Supply Chain Integration?

Total Alberta Oil Production: 2010-2018
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2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016

e Conventional Heavy 0.123 | 0.113 _
* Conventional Light & Medium 0.347 | 0.331

SOURCE: AER AND NWO MARCH 31 FYE DATA, MAY 2018.

¥ Conventional Light & Medium ¥ Conventional Heavy ™ Condensate ¥ Bitumen ™ Upgraded Bitumen
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Alberta’s Energy Sector: Political Influencers and Drivers

America First does not
mean America alone.

" Donald Trump

Prosicknt of tha Uritad Stales of Amercs
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Alberta’s Energy Sector: Political Influencers and Drivers
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Economics and the Environment:
Alberta’s Climate Leadership Plan

Reduce Greenhouse Gas Emissions (GHGs) and Address Climate Change

Diversify the Economy

Create Jobs

Grow the Renewable Energy Sector (30% of electricity to come from renewables by 2030)
New (Major) Deficit Spending on Transit and Infrastructure Projects

Carbon Levy (Tax) on Heating and Transportation Fuels that Emit GHGs and
Targeted Rebates to Offset Cost Increases

¢ January 2017 - $20/tonne (4.49 cents/litre on gasoline; $1.011/GJ on natural gas)
¢ January 2018 - $30/tonne (6.73 cents/litre on gasoline; $1.517/GJ on natural gas)
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Economics and the Environment:
Alberta’s Climate Leadership Plan

POLICY OBJECTIVES:
v" Put a Price on Carbon/GHGs

v" Incent the Right Behaviours/Encourage Energy Efficiency (residential, commercial,
institutional and industrial users)

v" End Pollution from Coal-Fired Electricity Generation by 2030

v’ Cap Oil Sands Emissions at 100 Megatonnes (Mt)/Year (currently at 72 Mt/year)

v" Reduce Methane Gas Emissions by 45% by 2025

v’ Provide Alberta “Social License” for Critical Energy Infrastructure Expansion (e.g.,

expanded pipeline access to tidewater and the U.S. Midwest/Gulf Coast).
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Economics and the Environment:
Alberta’s Current Electricity Generation Mix

L Total Installed Electricity Generating Capacity: 16,602 megawatts (MW)
% 87% of electricity production from fossils fuels
“ 47% of electricity production from coal
% 40% of electricity production from natural gas

O Current Operational Coal-Fired Generation Capacity: 6,287 MW

O Current Operational Wind Energy Capacity: 1,467 MW

O Some estimates are that Alberta will need between $20-$25 billion in new investment in
electricity generation and related transmission infrastructure by 2030 to support the transition

to cleaner sources of energy.
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Social License: Manageable Challenge
or Irreconcilable Differences?

Regardless of established federal/provincial/municipal regulatory review frameworks, it 1s
critical that project proponents also work hard to build and maintain broad public support.

Industry and ENGOs/environmental activists now often compete openly, strategically and
tactically to win the hearts and minds of the public.

Crown’s Duty to “Consult” and “Accommodate” Re: Indigenous Communities/Peoples,
Treaty Rights, etc.

Indigenous (First Nations and Métis) Communities Social License
Traditional Land Use (TLU) and Industry-Indigenous Communities Consultation Areas

Offset Benefits — Revenue Sharing, Community Capacity-Building, Jobs, Training,
Opportunities for Aboriginally-Owned Businesses, Affiliated Joint Venture Partnerships, etc.
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Social License and the Politics of Pipelines

$7.9 billion Enbridge Northern Gateway Project (525,000 bbl/day)

» November 2016: Cancelled/Federal Government imposes tanker ban along northwest
B.C. coast.

$7.5 billion Enbridge Line 3 Replacement Program (760,000 bbl/day)

» Under construction but facing some recent U.S. state-level regulatory uncertainties.

$15.7 billion TCPL Energy East Pipeline Project (1.1 million bbl/day)

» October 2017: Cancelled/NEB shifts the regulatory goal-posts, announcing that GHG
emissions will now be considered and assessed in its review process.

$8 billion TCPL Keystone XL Project (830,000 bbl/day)

» 7-yearregulatory review under previous U.S. (Obama) Administration and ultimately
found to not be in the “national interest”...the current U.S. (Trump) Administration has
since reversed this decision and approved at the federal level.
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Social License and the Politics of Pipelines

O $7.4 billion TransMountain Expansion Project (590,000 bbl/day)

» May 2018: Federal Government buys-out Kinder Morgan Canada and its parent
company; announcing a new “nationalized” ownership/construction indemnification
structure to ensure the TransMountain Expansion Project is built.

» The Federal Government’s decision was really the only one remaining...and comes in
spite of continued opposition from the B.C. Government, ENGOs, environmental
activists and a significant number of more-outspoken, more-litigious Indigenous interests
(far from being all those having an interface with the project, but enough to supporta
strong Indigenous rights counter-narrative).

» The fight will certainly continue in the Courts and many expect increased civil
disobedience over the Summer and into the Fall...and with a federal election on the
horizon, there is no doubt the federal Liberal’s block of seats in and around the B.C.
Lower Mainland may be a lot less secure than they were just a few short weeks ago.
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Social License and the Politics of Pipelines

THE ECONOMICS:

» Western Canadian Select (WCS)-West Texas Intermediate (WTI) Differentials

L Current Forecast Internalized Costs to Canadian (Alberta/Federal) Governments and Industry:
% $8-%9 billion annual cost to the Alberta/federal governments

% $5-$7 billion annual cost to industry

% TOTAL: $13-$16 billion/year*

*Total could (would) increase with widening WCS-WTI differentials...which certainly remains a very
real risk with existing pipeline capacity constraints and the land-locked, distressed-barrel pricing
strategies which have began to re-emerge over the past year.

NEW WEST

OPPORTUNITIES



Where To From Here?

Risks? (economic, environmental, social and political)

Competitiveness? (tax and regulatory)

» Total Canadian CAPEX (2017): C$43 billion —a 47% decline compared to the
$81 billion recordedin 2014; Total U.S. CAPEX (2017): US$116 billion

Market Access/Diversification? (our largest market has become our largest competitor;
clearly, Canada is late to the game in expanding pipeline access to tidewater, in LNG
export terminal development, etc.)

Leadership?

» Additional Risk Exposure: Growing Levels of Provincial Debt (Ontario and Alberta)?
Rising Interest Rates? Future Fiscal Capacity Constraints? Accelerating U.S. Economic
and Employment Growth? NAFTA Renegotiations? “America-First” Pressure/Posturing
on International Trade?
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THANK YOU!

Contact Information:

Shane Pospisil
Senior Partner, Western Canada
New West Opportunities Inc.

Direct: (780) 758-7336
Email: Shane@NWOpportunities.com
Web: www.NWOpportunities.com
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