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The following Management’s Discussion and Analysis (“MD&A”) was prepared and approved by the Board of Directors (the “Board”)
of Gibson Energy Inc. (“we”, “our”, “us”, its”, “Gibson Energy”, “Gibson” or the “Company”) as of March 4, 2019 and should be read
in conjunction with the audited consolidated financial statements and related notes of the Company for the years ended December
31, 2018 and 2017, which were prepared under International Financial Reporting Standards (“IFRS”) as set out in the Handbook of the
Canadian Institute of Chartered Professional Accountants and as issued by the International Accounting Standards Board (“IASB”),
also referred to as GAAP. Amounts are stated in thousands of Canadian dollars except per share data, unless otherwise noted.
Additional information about Gibson, including the Annual Information Form for the year ended December 31, 2018 (“AlF”) is available
on SEDAR at www.sedar.com and on our website at www.gibsonenergy.com. This MD&A contains forward-looking statements and
non-GAAP measures and readers are cautioned that this MD&A should be read in conjunction with the Company’s disclosure under
“Forward-Looking Statements” and “Non-GAAP Financial Measures” included at the end of this MD&A.

BUSINESS OVERVIEW

Gibson is a Canadian-based oil infrastructure company with its principal businesses consisting of the storage, optimization,
processing, and gathering of crude oil and refined products. Headquartered in Calgary, Alberta, the Company’s operations are focused
around its core terminal assets located at Hardisty and Edmonton, Alberta, and also include the Moose Jaw Facility and an
infrastructure position in the United States (U.S.).

Our strategy and strengths
The key attributes of our strategy are:

e an oil infrastructure focus, with the Infrastructure segment targeting to comprise approximately 85% of segment profit and
the terminals and pipelines representing approximately 75% of total segment profit;

e targeting 10% distributable cash flow per share growth *; and

e offering a secure, growing dividend that is underpinned by long-term contracts with investment grade counterparties at its
terminal assets, with total Company cash flows expected to be comprised of approximately 85% take-or-pay, stable fee-
based structures, inclusive of internal take-or-pay.

In order to be successful in our strategy we will:

e leverage our competitive position at our terminals to continue to secure a significant proportion of new tankage business.
Through offering the most connectivity to inbound and outbound pipelines at Hardisty, as well as exclusive access to the
only unit train rail facility at Hardisty, we have built a position that provides us a competitive advantage to service our
customers. We intend to harvest additional opportunities within our terminals to provide incremental connectivity and other
services to existing terminal customers;

e seek complementary growth through our basin strategy, focusing on the oil sands, Viking and Duvernay basins in Canada,
and the Permian and SCOOP / STACK basins in the U.S. Within these basins, we will leverage our core terminals and growing
infrastructure position in the U.S. to advantage us in competing for gathering pipeline and related infrastructure
opportunities;

e pursue high quality cash flows to underpin our dividend and fund growth capital;

e maintain a strong balance sheet and financial position through targeting a debt leverage ratio of 3.0x — 3.5x and a payout
ratio of 70% — 80% of distributable cash flow 1. We anticipate being fully funded for our growth capital through the end of
2019 through internally generated cash flows and proceeds from non-core asset dispositions and will subsequently seek to
fund growth capital with a maximum of 50% - 60% debt. We also target an investment grade credit rating to decrease our
funding costs and increase our access to capital;

e remain highly skilled in building and operating our infrastructure while aggressively managing costs to maintain and improve
operating margins. We will be customer-focused and will foster long-term relationships with our customers in order to better
understand their infrastructure requirements and be more responsive in providing the best solutions for them; and

e continue our firm commitment to be a leader in environment, health, and safety. Our experienced leadership team has a
proven history of successful operations and a strong industry reputation.

! See definition of non-GAAP measures on page 28 and 42.
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SELECTED FINANCIAL MEASURES

Continuing operations ?

Segment Profit 4. ...ecceecveeeeieee e
Adjusted EBITDA 34
Cash flow from operating activities 4 ...........ccceue...
Distributable cash flow 346 ........c.ccceevvririeneniennn.
Growth capital expenditures ? .......cccecvveeveevreennnnns

Combined operations 2
Combined Adjusted EBITDA 234.........ccoevvevvenreenene
Distributable cash flow 346 ..........cc.cooveviiiirereens

Debt and dividend payout ratios 2°

Debt leverage ratio ......cccccvevveeeieiieeeiieeeeiee e

Interest coverage ratio

Combined dividend payout ratio .........ccccceeeevveecreeceeenen.

REVENUE 2 ...ttt ettt s eve e
Net income (I0SS) 4 .....ueieeuiieeeeee e

Basic income (loss) per share “......
Diluted income (loss) per share *

Dividends declared..........ccceeeiiieieiiee e

TOtal @SSELS .oeiiieviieiiee et e
Total non-current liabilities.......c.coceeevveeeiiieicciee e,

Three months ended December 31

Years ended December 31

2018 2017? 2018 2017?
S 153,569 S 71,387 S 487,087 S 261,758
134,001 68,475 457,315 229,201
262,044 37,371 527,086 175,272
78,190 50,181 259,126 160,479
S 81,745 S 56,271 S 221,198 S 151,154
S 140,479 S 82,271 S 490,083 S 291,272
S 84,123 S 73,556 S 282,517 S 180,493
Last Twelve Months - As at December 31
2018 2017
2.3 4.0
6.7 3.7
67% 104%
For the years ended December 31
2018 2017? 2016
S 6,846,589 S 5,659,646 S 4,221,712
81,125 (66,326) (19,854)
0.57 (0.47) (0.15)
0.56 (0.47) (0.15)
S 190,326 S 188,470 S 181,994
As at December 31
2018 2017} 2016
S 2,809,576 S 2,964,434 S 3,261,347
S 1,461,685 S 1,498,900 S 1,639,045

1. The current period results include the impacts from the adoption of new accounting standards as discussed on page 34. Comparative
information has not been restated and, therefore, may not be comparable.

2. See definition of non-GAAP measures on pages 20 to 21 and 42. Combined Adjusted EBITDA and Combined distributable cash flow, represents
the aggregated results of both continuing and discontinued operations.

3. See pages 21 to 22 and 28 to 29 for a reconciliation of Adjusted EBITDA to segment profit and distributable cash flow to cash flow from

operations, respectively.

4.  Comparative period information has been represented to reflect the impact of discontinued operations.

5. Refer to page 27 and 34 for more information on the ratio calculation and impact of new accounting standards adoption on the covenant

calculations.

6.  The distributable cash flow calculation was revised during 2018 and comparative information has been restated, refer to page 29 for details.
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2018 REVIEW

Financial highlights

o Segment profit for the Infrastructure segment of $283 million increased by $48 million, for the year ended December 31,
2018 compared to $235 million, for the year ended December 31, 2017 primarily due to additional tankage brought into
service at the beginning of 2018 under take-or-pay, stable fee-based contracts.

o Segment profit for the Wholesale segment of $211 million increased by $180 million, for the year ended December 31,
2018 compared to $31 million, for the year ended December 31, 2017 due to higher margins earned from the refined
product and the crude marketing businesses, and the impact of the adoption of IFRS 16 — Leases (“IFRS 16”) resulting in
higher segment profit by 8.8 million and $40.1 million in the three months and year ended December 31, 2018, as noted
in the “Accounting Policies” section.

o Segment profit from continuing operations of $487 million increased by $225 million, for the year ended December 31,
2018 compared to $262 million, for the year ended December 31, 2017 driven by stronger performance from
Infrastructure and Wholesale.

o Adjusted EBITDA from continuing operations of $457 million increased by $228 million, for the year ended December 31,
2018 compared to $229 million, for the year ended December 31, 2017 due to higher segment profits from the
Infrastructure and Wholesale business segments. As at December 31, 2018, the debt to EBITDA leverage ratio was 2.3 on
a trailing twelve-month basis.

o Distributable cash flow from combined operations of $283 million increased by $103 million, for the year ended December
31, 2018 compared to $180 million, for the year ended December 31, 2017. Distributable cash flow from combined
operations during the year ended December 31, 2018 resulted in a payout ratio of approximately 67%.

o Net income from continuing operations of $81 million increased by $147 million, for the year ended December 31, 2018
compared to a net loss of $66 million, for the year ended December 31, 2017.

o In the fourth quarter of 2018 and 2017, the Company declared a dividend of $0.33 per common share, respectively. Total
dividends declared for the years ended December 31, 2018 and 2017 were $190 million and $188 million, respectively or
$1.32 per common share.

Capital projects highlights

o During the year ended December 31, 2018, the Company incurred total growth capital expenditures, including acquisitions,
of $302 million on construction of new tanks and related infrastructure at the Hardisty and Edmonton Terminals, the Viking
Pipeline project (“Viking Pipeline”) and the extension of the Pyote gathering system.

o On January 3, 2018 the Company placed into service a total of 800,000 barrels of crude oil storage tank capacity and related
pipeline connection infrastructure at the Edmonton Terminal which are underpinned by long-term take or pay contracts.

o On February 21, 2018, the Company announced the sanction of the $50 million Viking Pipeline.

o On August 8, 2018, the Company announced an additional $200 to $250 million of growth capital opportunities, consisting
of the following:

e Sanction of 1.0 million barrels of new tankage at the Hardisty Terminal related to the second phase of development
at the Top of the Hill portion of the Hardisty Terminal underpinned by long-term take or pay contracts;

e The acceleration of the U.S. strategy through investments made in and around its existing Pyote gathering system;
and

e The expansion of the Moose Jaw Facility.

o On October 15, 2018, the Company announced the sanction of an additional 1.0 million barrels of new tankage at the
Hardisty Terminal, underpinned by a long-term contract with an investment grade, senior oil sands customer.
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o On December 4, 2018, the Company announced the approval of the 2019 growth capital expenditure budget in the range of
$200 million to $250 million with an additional $30 to $35 million allocated to replacement capital expenditures.

o On December 16, 2018, the Viking Pipeline went into service.

Disposition of non-core businesses

o On January 30, 2018, the Company announced its new corporate strategy and plans for the sale of its non-core businesses,
including Wholesale Propane, Canadian Truck Transportation, non-core Environmental Services North (“ESN”) and non-
core U.S. Injection Stations and Truck Transportation assets.

o On May 3, 2018, the Company completed the sale of its U.S. Environmental Services business for gross proceeds of $123
million (US$96 million).

o On November 26, 2018, the Company announced the sale of its Wholesale Propane and ESN businesses for aggregate
proceeds of approximately $100 million, prior to closing adjustments.

o On December 3, 2018, the Company completed the sale of its Wholesale Propane business.

o The Company continues to progress on the divestiture of its Canadian Truck Transportation business with a target of
concluding the divestiture process by mid-2019.

o Aggregate proceeds from the sale of non-core businesses have been and are expected to be reinvested into the core
infrastructure business through funding future growth capital expenditures.

Capital Structure

o On April 11, 2018 the Company extended the maturity date of its unsecured revolving credit facility (“Revolving Credit
Facility”) from March 2022 to March 2023, and among other revisions, the maximum consolidated senior debt leverage
ratio and the maximum consolidated total debt leverage ratio were revised to 4.85 to 1.0 until the end of the 2018 fiscal
year, 4.50 to 1.0 for the 2019 fiscal year and 4.0 to 1.0 thereafter.

o On August 30, 2018 S&P Global ratings raised its long-term issuer credit and senior unsecured debt ratings on the Company
to “BB+” from “BB”.

Accounting standards

o As disclosed in note 4 of the 2018 consolidated financial statements, the Company has adopted certain new accounting
standards as at January 1, 2018. These standards have been applied retrospectively using the modified retrospective
approach, which does not require restatement of prior period financial information and applies the standard prospectively
effective January 1, 2018. Accordingly, comparative information, including non-GAAP measures, included herein are not
restated for the impact of these standards. Where the impact was material, the amounts have been quantified for
comparative analysis purposes in the respective sections of this document. Refer to “Accounting Policies” section for
further details.

SUBSEQUENT EVENTS

Disposition of non-core business

o On February 28, 2019, the Company completed the sale of its non-core ESN business.
Dividend
o On March 4, 2019, the Board declared a quarterly dividend of $0.33 per common share for the first quarter on its

outstanding common shares. The dividend is payable on April 17, 2019 to shareholders of record at the close of business
on March 29, 2019.
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PROJECT DEVELOPMENTS AND MARKET OUTLOOK

Major growth projects

The Company continues to progress several major growth projects within its Infrastructure segment, including advancing the
construction of 3.1 million barrels of tankage at Hardisty and completing the Viking Pipeline during the year. All major growth projects
currently under construction are expected to be completed within or ahead of initial timelines. The following represents key activities
with respect to major growth projects over 2018:

o

On January 3, 2018, the Company placed into service 800,000 barrels of crude oil storage tanks and related pipeline
connection infrastructure at the Edmonton Terminal;

On February 21, 2018, the Company announced the sanction of the S50 million Viking Pipeline, which went into services
on December 16, 2018;

On August 8, 2018, the Company secured an additional $200 to $250 million of growth capital opportunities, consisting of
the sanction of 1.0 million barrels of new tankage at the Hardisty Terminal, underpinned by long-term take or pay contracts
and expected to be placed in service in the fourth quarter of 2019, the acceleration of the U.S. strategy through the
extension of the Pyote gathering system and the expansion of the Moose Jaw Facility;

On October 15, 2018, the Company announced the sanction of 1.0 million barrels of new tankage at the Hardisty Terminal,
underpinned by a long-term contract with an investment grade, senior oil sands customer. The construction of two new
500,000 barrel tanks represents the third phase of development at the Top of the Hill portion of the Hardisty Terminal, and
will leverage certain infrastructure built as part of the prior phases. The third phase is expected to be in service in the first
quarter of 2020. In aggregate the three phases currently under construction will add seven new tanks, representing an
incremental 3.1 million barrels of storage, an approximately 35% expansion of the Hardisty Terminal;

The expansion of the Hardisty Unit Rail Facility, which is expected to be placed in service in the first quarter of 2019, while
the expansion of the Moose Jaw Facility is expected to be placed into service during the second quarter of 2019; and

Subsequent to the end of the quarter, the Company successfully placed the first phase of development at the Top of the
Hill portion of the Hardisty Terminal into service ahead of schedule with capital costs in-line with budget. With the three
tanks from first phase at the Top of the Hill adding an incremental 1.1 million barrels of storage, Gibson’s Hardisty Terminal
has reached an aggregate storage capacity of 10 million barrels.

In addition to the sanctioned major growth projects currently under construction and discussed above, the Company continues to
advance numerous commercial development opportunities at its Hardisty and Edmonton Terminals, outside its Terminals within
Canada and around its Permian position in the U.S. The ability to reach long-term commercial agreements on these opportunities,
and underpin the sanction of the construction of additional infrastructure for the Company’s existing and potential customers, would
help increase the Infrastructure Segment’s revenues and segment profit in the future.
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Market outlook

Gibson regularly evaluates its long-range strategic plan in order to assess the implications of emerging industry trends. These industry
trends have the ability to affect Gibson’s business and prospects over the short-term (generally less than two years) and the medium
to long-term (generally two to five years).

There are a number of factors that affect customers’ views of market access over the short and medium term, particularly in the
Western Canadian Sedimentary Basin (the “WCSB”). These views, in addition to commodity prices, impact capital expenditure
programs and ultimately the growth in production that creates a meaningful portion of opportunities at the Hardisty and Edmonton
terminals, as well as services that support those assets:

o In the short-term, crude oil pricing, location and quality disconnects, combined with the existing shortage of pipeline
takeaway capacity from the WCSB, increase demand for terminal services as well as the use of crude by rail as a solution
for market access. The Company believes that increased reliance on storage during periods of limited egress, especially
during pipeline upsets or to facilitate crude by rail, may lead customers to consider increasing their available storage. Wider
differentials improve margins at the Moose Jaw Facility, and, in conjunction with increased price fluctuations, typically
provide increased opportunities within the Crude Wholesale business.

o There are currently three large pipeline projects at various stages of development and/or regulatory approval that have
the potential to impact the Company over the short, medium and long-term. Over the long-term, the Company would
expect to benefit from incremental egress from Enbridge’s Line 3 pipeline, TC Pipeline’s Keystone XL project and the
Government of Canada’s Trans Mountain Expansion, as it would encourage additional oil sands development. This increase
in production in the WCSB would lead to further demand for tankage at the Company’s Hardisty and Edmonton Terminals,
which are either connected or in close proximity to the respective starting points of these pipeline projects. There is a risk
that these projects may be substantially delayed or cancelled.

The recent stabilization in global oil price and improving cost efficiencies has resulted in improved project economics for many of
Gibson’s producer customers. In addition, the Government of Alberta’s recently mandated oil production curtailments have improved
Canadian oil price differentials relative to global benchmarks and increased pricing for crude oil in Western Canada. These factors
have been supportive of the cash flows of Gibson’s producer customers and have helped improve their financial position, including
the ability to fund growth capital programs. Assuming a continued supportive global macro environment for oil prices, Gibson
anticipates additional greenfield and brownfield project sanctions from its oil sands customers pending resolution of existing pipeline
egress concerns. In the short term, the Company expects investment in heavy oil production in Alberta to be modest as long as the
Government of Alberta’s mandated oil production curtailments are in place.

Price fluctuations between crude oil types can create incremental margin opportunities in multiple areas of the Company’s
operations. Crude price differentials remain volatile and the Company remains attentive to potential opportunities.

RESULTS OF CONTINUING OPERATIONS

The Company’s senior management evaluates segment performance based on a variety of measures depending on the particular
segment being evaluated, including profit, volumes, operating expenses, profit per barrel and replacement capital requirements. The
Company defines segment profit as revenues less cost of sales (excluding depreciation, amortization and impairment expense) and
operating expenses. Revenues presented by segment in the table below include inter-segment revenue, as this is considered more
indicative of the level of each segment’s activity. Profit by segments excludes depreciation, amortization, accretion, impairment
charges, stock based compensation and corporate expenses, as senior management looks at each period’s earnings before corporate
expenses and non-cash items, as one of the Company’s important measures of segment performance.
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The following is a discussion of the Company’s segmented results of operations for the three months and years ended December 31,
2018 and 2017 and the following table sets forth revenue and profit by segment for those periods:

Three months ended Years ended
December 31 December 31

2018 2017* 2018 2017¢
Segment revenue
INTFASTIUCTUIE ettt ettt et s e e bt e s e e e eaeesaaeens S 95,531 S 82,690 S 391,627 S 336,901
LOBISTICS . eeeeeee ettt e e e e e 13,151 16,609 48,520 74,705
WHOIESAIE ..ot aae e 1,366,269 1,714,250 7,142,713 5,817,252
Total SEEMENT FEVENUE ....oeeeiiiiiiiiieeciee ettt saee e 1,474,951 1,813,549 7,582,860 6,228,858
Revenue — inter-segmental.......ccoceeeeeneeeceesee e (160,346) (163,104) (736,271) (569,212)
Total revenue — eXterNal ........oooovvcueeieeiiieeeeee e 1,314,605 1,650,445 6,846,589 5,659,646
Segment profit (loss)
Infrastructure... 71,712 55,737 283,489 235,276
Logistics............ 383 (3,008) (7,513) (4,103)
Wholesale ............... 81,474 18,658 211,111 30,585
Total segment profit 153,569 71,387 487,087 261,758
General and admMiNiStratiVe..........covveeeeeeeie i 8,597 22,975 32,155 50,016
Depreciation and impairment .........ccooceeeeiiiiiniieeee e 25,265 24,589 143,160 100,837
Right-of-use asset depreciation ..........cceevcveeeiiieeciiee e 10,359 - 43,184 -
Amortization and iMPaIrMeENt........cccceeevciieeeiiee e 3,146 2,898 10,870 23,340
Impairment of 0OdWill........cccevvveiierieee e - 69,414 20,479 69,414
Stock based COMPENSALION ....c.eeveeerieerieeiece e 8,050 8,492 19,124 23,244
Debt extinguishment COSES........oiveiiiiviiiiiecceecee e - (2,630) - 60,492
Loss on net assets held for sale.. 4,974 - 4,974 -
Foreign exchange loss (gain) .. (1,732) 2,534 2,314 (18,136)
Net interest expense................. 17,669 17,341 74,089 77,081
Income (loss) before income taX.......cocceeeecieeeeiieecciececeee e, 77,241 (74,226) 136,738 (124,530)
INCOME taX EXPENSE (FECOVEIY) ..veeveeiereeieeereereeereesireereesareesseeseneens 29,966 (18,375) 55,613 (58,204)
Net income (loss) from continuing operations ..........cceeveeeevveereennens S 47,275 S (55,851) S 81,125 S (66,326)

1. The current period results include the impacts from the adoption of new accounting standards as discussed on page 34. Comparative information has not been
restated and, therefore, may not be comparable throughout the discussion on continuing operations. In addition, Comparative period segment information was
represented to reflect the results of continuing operations separately from discontinued operations (see note 8 of the consolidated financial statements).

The exclusion of depreciation, amortization and impairment expense could be viewed as limiting the usefulness of segment profit as
a performance measure because it does not take into account, in current periods, the implied reduction in value of the Company’s
capital assets (such as, tanks, pipelines, plant and equipment, rolling stock and disposal wells) caused by use, aging and wear and
tear. Repair and maintenance expenditures that do not extend the useful life, improve the efficiency or expand the operating capacity
of the Company’s capital assets are charged to operating expense as incurred.

The Company’s segment analysis involves an element of judgment relating to the allocations between segments. Inter-segment sales,
cost of sales and operating expenses are eliminated on consolidation. Transactions between segments and within segments are
valued at prevailing market rates. The Company believes that the estimates with respect to these allocations and rates are reasonable.

INFRASTRUCTURE

The Infrastructure segment is comprised of a network of oil infrastructure assets that include oil terminals, rail loading and unloading
facilities, injection stations, gathering pipelines, a crude oil processing facility and procession, recovery, and disposal (“PRD”)
terminals. The primary facilities within this segment include the terminals located at Hardisty and Edmonton, which are the principal
hubs for aggregating and exporting oil and refined products out of the WCSB; gathering pipelines, which are connected to the Hardisty
Terminal; an infrastructure position located in the U.S, a crude oil processing facility in Moose Jaw, Saskatchewan. The Moose Jaw
Facility is impacted by maintenance turnarounds typically occurring within the spring period. PRD business is dependent upon the
drilling activity in various areas of operations and as a result, the PRD business is impacted by seasonality due to road bans as part of
spring break-up.
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The following tables set forth the operating results from the Company’s Infrastructure segment for the three months and years ended
December 31, 2018 and 2017:

Three months ended Years ended
December 31 December 31
Volumes (barrels in thousands) 2018 20171 2018 2017
Terminals and facilities
Hardisty Terminal.......cccocceeeevierieereesie e 80,084 70,424 310,909 259,953
EdmMOoNton Terminal .....ccccvveeeeeieiiiiieiee e 11,761 5,358 35,420 20,835
Mo00S€E JaW FaCility ....c.eeeriuieeeiiiieccieec e 1,551 1,483 5,741 5,524
PRD TeIrmMINalS ..ceuvveieeeieeeiiieeee et ceeeirree e eeeeabere e e e e eeanes 5,144 3,453 16,282 13,301
INJECtioN STAtIONS ...eevieieieeee e 2,553 2,259 8,970 17,238
Total terminals and facilities .......cccveeeeiiieeieeeeee e 101,093 82,977 377,322 316,851
Three months ended Years ended
December 31 December 31
2018? 2017 2018? 20171
Revenue
Hardisty TErminal .....ccveieeereieeieiieereereeee e ere e eveennens S 53,804 S 47,693 S 217,253 S 198,926
EAmMoNnton Terminal........coocccveeeeieeeeiiieeee et 18,954 12,944 84,052 52,119
M005€ JaW FaCility....cecoveereeeiiecee e 9,845 9,844 39,379 39,391
PRD Terminals ....ccueieeiiieeeiiee ettt e 11,737 11,679 46,421 43,114
INJECLION STAtIONS....viiiiiiiiiiiiiieec e 1,191 530 4,522 3,351
REVENUE ..ottt ettt e sbae e st e e aree s 95,531 82,690 391,627 336,901
Operating expenses and other... 23,819 26,953 108,138 101,625
SEEMENT Profit c.vveeeieeceiecee e S 71,712 S 55,737 S 283,489 S 235,276

1. The current period results include the impacts from the adoption of new accounting standards as discussed on pages 34. Comparative information has not been
restated and, therefore, may not be comparable throughout the discussion on continuing operations. In addition, Comparative period segment information was
represented to reflect the results of continuing operations separately from discontinued operations (see note 8 of the consolidated financial statements).

Operational performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Hardisty Terminal volumes increased 14% and 20%, respectively. The increase in both comparative periods was largely driven by the
addition of infrastructure connections which provided for higher throughput volumes primarily from certain customers with
additional volumes from an oil sands project with dedicated tankage underpinned by long-term take or pay contracts, higher
customer’s contract tankage volumes, increased traffic from the Hardisty Unit Rail Facility (“HURC”) and higher trucked volumes.

Edmonton Terminal volumes increased by 120% and 70%, respectively. The increase in both comparative periods was mainly due to
the commissioning of two new tanks and common infrastructure at the Edmonton Terminal in January of 2018.

Moose Jaw Facility volumes increased by 5% and 4%, respectively. The increase was primarily due to a higher throughput efficiency
to support higher refined product volumes and a shorter turnaround period in the current year.

PRD Terminal volumes increased by 49% and 22%, respectively. The increase was mainly due to higher facility activity levels in the
Company’s WCSB service areas, particularly in the Alberta Montney.

Injection Station volumes increased by 13% and decreased by 48%, respectively. The quarter over quarter increase was due to
additional activity created by favorable locational pricing differential opportunities in the Permian basin. The decrease in the year
ended comparative period was due to the termination of the exclusive injection station access contract with a major customer in
November 2017.
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Financial performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Revenue at the Hardisty Terminal increased by $6.1 million and $18.3 million, respectively, which was largely driven by the increase
in volumes as discussed above.

Revenue at the Edmonton Terminal increased by $6.0 million and $31.9 million, respectively. The increase was primarily due to the
commissioning of the two new tanks and related common infrastructure in Q1 2018 which are supported by take-or-pay, stable fee-
based arrangements and the receipt of additional revenue related to a contractual amendment regarding a future capital
commitment. Additionally, the increase in revenue was supported by the commissioning of the Heartland sulfur facility in the current
period.

PRD Terminal revenues were consistent and increased by $3.3 million, respectively. The increase was mainly due to higher facility
activity levels in the Company’s WCSB service areas, particularly in the Alberta Montney, as well as higher revenues from recovered
oil.

There was no material change in the revenue for the Moose Jaw Facility in both periods.

Injection Station revenues increased by $0.7 million and $1.2 million, respectively. These increases were mainly due to locational
pricing differential opportunities and new rental service arrangements.

Segment profit increased by $16.0 million and $48.2 million, respectively. As described above, the increase was primarily due to the
increased revenues from the Hardisty and Edmonton Terminals. The quarter over quarter increase was also supported by lower
operating costs due to the focus on cost reduction and recovery initiatives. The year ended comparative period increase was also
impacted by higher salaries and benefit costs relating to the addition of rail loading operators, and higher environmental remediation
costs.

Capital expenditures
Below is the summary of Infrastructure capital expenditures for the years ended December 31, 2018 and 2017:

Years ended December 31

2018 2017
(G oYV s or=T o] 1 - | TP SPUPRN S 219,213 S 146,739
Replacement capital . S 17,547 S 17,436
F Xl U TEY 1 Lo 3 P PSSP PPPPRPPPPP S 80,844 S -

The increase in growth capital expenditures for the year ended December 31, 2018 compared to the year ended December 31, 2017
primarily relate to an increase in project development activities specific to additional tanks and related infrastructure at the Hardisty
Terminal and the Viking Pipeline in the current period.

Replacement capital includes purchases that replace existing assets as necessary to maintain current service levels or replace assets
that no longer have a useful economic life and was consistent year over year.

Acquisitions include an agreement to acquire, develop and operate a pipeline gathering network adjacent to the existing Pyote system
in the U.S, of which the purchase price is payable in two installments, with U.5.525 million paid on August 8, 2018 and U.S.530 million
payable by August 8, 2019. In addition, Acquisitions also include the Company’s purchase of the remaining interests in the Plato
Pipeline.
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LOGISTICS

The Logistics segment represents the Company’s U.S Truck Transportation business due to the Canadian Truck Transportation
business being classified as a discontinued operation during 2018. This segment provides truck transportation services in the Permian
and SCOOP/STACK basins in the U.S. that enable oil production to access fixed midstream infrastructure.

The following tables set forth operating results from the Company’s Logistics segment for the three months and years ended
December 31, 2018 and 2017:

Three months ended Years ended
December 31 December 31
Volumes (barrels in thousands) 2018 2017 2018 2017
Crude and other Products.......ccccveevieeiiiieeeiieee e 2,778 6,431 16,074 26,848
Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
REVENUE ... S 13,151 S 16,609 S 48,520 S 74,705
COSt OF SAlES ...t 8,698 12,480 33,155 53,896
Operating expenses and other........cccoccevceeveeeceese s 4,070 7,137 22,878 24,912
Segment Profit (I0SS) ...cueceererrieeeireeeeereeeenre et eere e s S 383 S (3,008) S (7,513) S (4,103)

1. The current period results include the impacts from the adoption of new accounting standards as discussed on pages 34. Comparative information has not been
restated and, therefore, may not be comparable throughout the discussion on continuing operations. In addition, Comparative period segment information was
represented to reflect the results of continuing operations separately from discontinued operations (see note 8 of the consolidated financial statements).

Operational performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Crude and other product hauling barrels decreased by 57% and 40%, respectively. The decrease was primarily attributable to the
limited availability of drivers as a result of significant competition for drivers and the decline in business with Logistics’ largest U.S.
trucking customer triggered by the termination of the exclusive injection station access contract in November 2017. Trucking volumes
with other customers are increasing due to the acceleration of the Company’s U.S. strategy in the Permian, however are not yet
sufficient to overcome the overall effect of the decline with the former largest customer.

Financial performance
In the three months and year ended December 31, 2018 compared to the three month and year ended December 31, 2017:

Crude and other revenue decreased by 21% and 35%, respectively. The decrease was primarily driven by lower volumes as discussed
above.

Segment profit increased by $3.4 million and decreased by $3.4 million, respectively. The quarter over quarter increase was mainly
due to the reduction in overhead costs to align with the current fleet size and reduced repair and maintenance costs. The year over
year decrease was mainly due to the decline in the U.S. crude hauling profit as a result of one-time expenses such as severance,
relocation, and office move costs and the loss in volumes as discussed above, partially offset by lower operating expenses in the latter
half of 2018.
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WHOLESALE

The Wholesale segment involves the purchasing, selling, storing and optimizing of hydrocarbon products as part of supplying the
Moose Jaw Facility and marketing its refined products as well as helping to drive volumes through the Company’s key infrastructure
assets. The hydrocarbon products would include crude oil, NGLs, road asphalt, roofing flux, frac oils, light and heavy straight run
distillates, CVGO and an oil-based mud product. The Wholesale segment’s opportunities are typically location, quality or time-based.
The Wholesale segment sources the majority of its hydrocarbon products from Western Canada and markets those products
throughout Canada and the U.S.

The Wholesale segment is exposed to commodity price fluctuations arising between the time contracted volumes are purchased and
the time they are sold, as well as being exposed to pricing differentials between different geographic markets and/or hydrocarbon
qualities. These risks are managed by purchasing and selling products at prices based on the same or similar indices or benchmarks,
and through physical and financial contracts that include energy-related forward contracts, swaps, futures, options and other hedging
instruments. Fair values of these derivative contracts fluctuate depending on the commodity prices and can impact the segment
profits in the form of realized or unrealized gains and losses, often offset by physical inventories, that can change significantly period
over period.

Canadian road asphalt activity, related to refined products, is affected by the impact of weather conditions on road construction.
Road asphalt demand peaks during the summer months when most of the road construction activity in Canada takes place. In the
off-peak demand months for road asphalt, the demand for roofing flux continues. Demand for wellsite fluids is dependent on overall
well drilling and completion activities, with activity normally the busiest in the winter months. Demand for propane and other NGLs
is also highest in the colder months of the year.

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017

Western Taxes Intermediate (“WTI”) average price (SUSD/bbl) ...... $58.81 $55.40 $64.77 $50.95
Western Canadian Select (“WCS”) average differential (SUSD/bbl) . 39.43 12.26 26.31 11.98
Average foreign exchange rates (SCAD/SUSD) ......ccoevvevevreeeenreenenne 1.32 1.27 1.30 1.30
Propane average price (SUSD/U.S. gallon) .....cccevevvevvevvenecirecreenens 0.66 0.95 0.77 0.73
Butane average price (SUSD/U.S. gallon)......cccveveevreveenreireenreereenens 0.75 1.05 0.93 0.91

The following tables set forth operating results from the Company’s Wholesale segment for the three months and years ended
December 31, 2018 and 2017:

Three months ended Years ended

December 31 December 31
Volumes (barrels in thousands) 2018 2017 2018 2017
Crude and dilUNT ....ccuviiieiie et 32,155 29,936 124,440 114,466
Propane and other NGL 2,855 3,524 9,985 11,154
Refined ProdUCTS.....ccuviiiiiiieciee ettt 1,132 1,031 4,427 4,000
TO A et et et ra e e raeeeans 36,142 34,491 138,852 129,620

Three months ended Years ended

December 31 December 31
2018? 20171 2018! 20171

Revenue

Crude and dilUENT ......ooviiiie e S 1,115,276 S 1,422,596 S 6,161,513 S 4,907,011
Propane and other NGL........cccocvviieiiiiiieeiiee e 138,293 195,913 530,155 551,854
Refined ProducCts ......cccceeererrieecee e 112,700 95,741 451,045 358,387
TOtal FEVENUE ...ttt ettt e e eaae e 1,366,269 1,714,250 7,142,713 5,817,252
COSt OF SAlES ... 1,274,250 1,689,472 6,901,885 5,761,215
Operating expenses and Other.........ccccocveiiiiiiiciiee e 10,545 6,120 29,717 25,452
Segment Profit (I0SS) ...cveviererriieecreeeeireeeeere et et err v e re e S 81,474 S 18,658 S 211,111 S 30,585

1.  The current period results include the impacts from the adoption of new accounting standards as discussed on page 34. Comparative information has not been
restated and, therefore, may not be comparable throughout the discussion on continuing operations.
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Operational performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Sales volumes for refined products increased by 10% and 11%, respectively. The increase was primarily due to higher available
volumes from the Moose Jaw Facility driven by higher efficiencies which supported increased sales volumes for drilling fluids and
roofing flux. Sales volumes for drilling fluids have increased principally as a result of increased U.S. drilling activity, and the ability of
the Company to gain market share in the Permian and Niobrara-Denver Julesburg basins, while the increase in sales volumes for
roofing flux is supported by the Company’s ability to gain market share within the roofing flux market due to the closure of certain
competing refineries in the U.S and the Company’s continued efforts to access new markets to maximize profitability.

Sales volumes for crude and diluent increased by 7% and 9%, respectively. The increase was mainly due to additional opportunities
to bring volumes into the Company’s integrated assets, primarily attributable to the addition of new storage tanks and common
infrastructure added in 2018.

Sales volumes for propane and other NGLs decreased by 19% and 10%, respectively primarily due to the sale of the Wholesale
Propane business during 2018 and lower condensate sales in the current quarter, with the year over year results also being impacted
by the constraint of rail service in the market place in the first quarter on 2018.

Financial performance

In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Revenue for refined products increased by 18% and 26%, respectively. The increase was primarily due to higher volumes sold for
drilling fluids and roofing asphalt as discussed above as well as higher average crude oil prices which supported the increase in prices
for these products.

Revenue for crude and diluent decreased by 22% and increased by 26%, respectively. The quarter over quarter decrease was largely
due to lower realized pricing in the current quarter, partially offset by the increase in volumes in the current period as discussed
above. The year over year increase was largely due to higher average prices and the increase in volumes in the current period as
discussed above.

Revenue for propane and other NGLs decreased by 29% and 4% respectively mainly due to lower volumes as discussed above, with
the quarter over quarter period also being impacted by lower prices.

Segment profit increased significantly in both periods. The increase was attributable to higher refined product margins driven by a
greater proportion of higher margin product sales and by the differentials which supported lower cost of sales in the current periods.
The increase was also driven by higher crude margins due to crude pricing spreads and locational as well as blend quality differentials.
Additionally, the increase was due to lower rail car lease expenses of $8.8 million and $40.1 million in the three months and year
ended December 31, 2018, respectively, as a result of the adoption of IFRS 16 as discussed under “Accounting Policies” section. These
increases were offset by lower margins earned on propane and other NGLs due to the sale of the Wholesale Propane business during
the fourth quarter of 2018 and regional pricing constraints at certain distribution hubs.
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EXPENSES

General and administrative (“G&A”), excluding depreciation and amortization

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
General and adminNiStratiVe........c.ecieieevieiieceeie e S 8,597 S 22,975 S 32,155 S 50,016

The quarter over quarter decrease was primarily due to the recognition of non-recurring reorganization and executive related costs
incurred in the comparative period and lower head office lease costs due to the adoption of IFRS 16. The year over year comparative
period decrease was due to lower payroll costs due to the continuing impact of our headcount rationalization efforts from the fourth
quarter of 2017 and lower head office lease costs due to the adoption of IFRS 16. The lease cost reduction was related to the adoption
of IFRS 16, as noted in the “Accounting Policies” section, which resulted in $2.0 million and $6.2 million reduction in expenses in the
three months and year ended December 31, 2018, respectively.

Depreciation and impairment

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
Depreciation and iMpPairMENt ........cccceeeevreeeenreeeenre e ereereereennens S 25,265 S 24,589 S 143,160 S 100,837

The increase in both periods was primarily due to impact of impairment related to assets held for sale and depreciation on asset
additions in the current periods, partially offset by asset dispositions.

Right-of-use asset depreciation

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
Right-of-use depreciation ..........ccccceeeeeeeieceieeceeeeee e S 10,359 s - S 43,184 S -

The increase in both periods relates to right of use depreciation which represents the impact of the adoption of IFRS 16 as noted in
the “Accounting Policies” section. The right-of-use assets are depreciated over the lease term.

Amortization and impairment

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
Amortization and iIMPairMENt..........cceeriereeiieieeireeeese et S 3,146 S 2,898 S 10,870 S 23,340

The decrease in the year ended comparative period was driven by the impact of certain intangible assets becoming fully amortized
in prior year periods. No impairment related to intangibles was recorded in 2018.

Goodwill impairment

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
GoodWill IMPAIFMENT ....iveieeieticieeie et S - S 69,414 S 20,479 S 69,414
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In the year ended December 31, 2018, the impairment charge relates to the assets held for sale. In the three months and year ended
December 31, 2017, the Company recorded goodwill impairment charges of $69.4 million related to the U.S. Truck Transportation
and the U.S. Wholesale business.

Stock based compensation

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
Stock based COMPENSALION ........cceeviieieiciceceeeeeeee et S 8,050 S 8,492 S 19,124 S 23,244

The quarter over quarter decrease was primarily due to lower restricted share unit (“RSU”) expenses in the current quarter partially
offset by the recognition of a mark to market loss of $2.4 million compared to a mark to market gain of $0.7 million related to equity
swaps in the comparative period. The year ended comparative period decrease was primarily driven by lower RSU expense in the
current year and the impact of the recognition of a mark to market gain of $0.9 million compared to a mark to market expense of
$1.2 million related to equity swaps in the comparative year.

Debt extinguishment costs

During the year ended December 31, 2017 the Company incurred debt extinguishment costs related to the repayment of $211.1
million principal amount of 7.00% Senior Unsecured Notes (the “CS Notes”) and U.5.5338.8 million principal amount of 6.75% Senior
Unsecured Notes (the “USS Notes”) (collectively the “Retired Notes”) of $60.5 million.

Loss on net assets held for sale

During the three months and year ended December 31, 2018 the Company completed the sale of its Wholesale Propane business for
gross proceeds of $42.8 million resulting in recognition of a loss on sale of $5.0 million (see note 8 in the consolidated financial
statements).

Foreign exchange (gains) loss not affecting segment profit

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
Unrealized foreign exchange loss (gain) on the movement in
exchange rates on U.S. dollar Revolving Credit Facility and long-
LR= g0 1o (=] oL SRRSO S - S 15,803 S 4,403 S (3,564)
Realized foreign exchange gain on settlement of U.S. dollar Revolving
Credit Facility and long-term debt.......ccccccovveveviriicineeeee, - (12,514) - (15,224)
Corporate foreign exchange (gain) loss .... (1,723) (755) (2,089) 652
Total foreign exchange (8ain) 10SS.....c.vcvvevveivevecvereeneee e S (1,723) S 2,534 S 2,314 S (18,136)

During the three months ended December 31, 2018, the gain recorded is primarily driven by the net favorable movements in
exchange rates on the translation of corporate foreign exchange and during the year ended December 31, 2018, the gains and losses
were primarily driven by the favorable and unfavorable movements in exchange rates on the translation of the Company’s U.S dollar
denominated Revolving Credit Facility and long-term debt and corporate foreign exchange gain. During the three months and year
ended December 31, 2017, the gains and losses were primarily driven by the favorable and unfavorable movements in exchange rates
on the translation of the Company’s U.S dollar denominated Revolving Credit Facility and long-term debt.
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Net interest expense

Three months ended Years ended
December 31 December 31
2018 2017 2018 2017
NEt INTEIrESt EXPENSE ..vvevvierreriireereereereereereereereereestesreeseeseesesreenens S 17,669 S 17,341 S 74,089 $ 77,081

The quarter over quarter net interest expense increased due to higher finance lease interest costs of $1.4 million due to IFRS 16
adoption as noted in the “Accounting Policies” section, partially offset by lower interest expense related to long-term debt and higher
capitalized interest amounts related to our long-term capital projects. The year ended comparative period net interest expense
decrease was due to lower interest expense related to long-term debt and higher capitalized interest amounts related to our long-
term capital projects, partially offset by finance lease interest costs of $6.5 million due to IFRS 16 adoption and by higher interest
costs related to the Revolving Credit Facility.

Income taxes

Three months ended Years ended

December 31 December 31
2018 2017 2018 2017
Current income tax eXpense (FECOVENY) ..ciimrenrieeereeeenreerenreereennes S 22,396 S (14,791) S 60,178 S (35,702)
Deferred income tax eXpense (FECOVEIY)....c.uuriveerveeireenvveesieenneens 7,570 (3,584) (4,565) (22,502)
Total income tax eXpense (FECOVETY) .....cvuiierrecrereeeeeeeereereeresaennas S 29,966 S (18,375) S 55,613 S (58,204)

Total Income tax expense from continuing operations was $30.0 million and $55.6 million for the three months and year ended
December 31, 2018 compared to an income tax recovery $18.4 million and $58.2 million, respectively for the three months and year
ended December 31, 2017. The main driver for the increase in the total income tax expense for both comparative periods was the
impact of higher taxable income. Furthermore, the year ended comparative period deferred income tax recovery decreased primarily
due to the impact of realized and unrealized amounts relating to the net capital gains arising from foreign exchange movements,
including repayments, on the Company’s U.S. dollar denominated long-term debt in the prior period.

RESULTS OF DISCONTINUED OPERATIONS

During the year ended December 31, 2018, the Company completed the assessment of various disposal groups that met the criteria
under IFRS 5 — Non-Current Assets Held for Sale and Discontinued Operations (“IFRS 5”) as held for sale and/or discontinued operations
(refer to note 8 in the 2018 consolidated financial statements).

Canadian Truck Transportation business

During 2018, the Canadian Truck Transportation business met the criterion for discontinued operation and held for sale. This business
was historically reported under the Logistic segment.

The Canadian Truck Transportation business includes a suite of logistical wellsite services that enable oil and liquids production to
access fixed midstream infrastructure. This segment provides truck transportation and related services that allow the Company to
service its customers’ needs between the wellhead and the end market and includes providing hauling services for crude, condensate,
propane, butane, asphalt, methanol, sulfur, petroleum coke, emulsion, waste water and drilling fluids for many of Canada’s leading
oil and gas producers. For certain services and geographical regions, the activity is generally the lowest in the winter months when
daylight hours are shorter.
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The following tables set forth operating results from the discontinued operations of Canadian Truck Transportation for the three
months and year ended December 31, 2018 and 2017:

Three months ended Years ended
December 31 December 31
Volumes (barrels in thousands) 2018 20171 2018 2017
Crude and other Products........cccceeeceereeecee e 11,887 11,971 45,031 46,815
Three months ended Years ended
December 31 December 31
2018? 20171 2018! 20171
REVENUE ..cvvivieere ettt ete et etesteeveebeesbeeteebeebeebesaeesseeseensesreensens S 56,505 S 57,860 S 217,408 S 236,340
COSE OF SAIES ... et 50,027 51,780 193,909 212,937
SEEMENT PrOfit c.veeeereeieeie e e 6,478 6,080 23,499 23,403
Depreciation, amortization, and impairment..........cccccocvveveiviieeennnn. 30,734 5,138 44,215 22,321
GoodWill IMPAITMENT ...eeiiiiiiiciie e 19,988 - 19,988 -
Finance costs and other income, Net .......ccccuveeeeeiiecceeieeee e 92 - 295 -
Loss before taxes ................... (44,336) 942 (40,999) 1,082
Income tax (recovery) expense (12,310) 249 (11,412) 287
Net income from discontinued operations, after taX..........c.cceevvennens S (32,026) S 693 S (29,587) S 795

1. The current period results include the impacts from the adoption of new accounting standards as discussed on pages 34. Comparative information has not been
restated and, therefore, may not be comparable throughout the discussion on continuing operations. In addition, Comparative period segment information was
represented to reflect the results of continuing operations separately from discontinued operations (see note 8 of the consolidated financial statements).

Operational performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Crude and other product hauling barrels were consistent and decreased by 4%, respectively. The year ended comparative decrease
in Liquid Petroleum Gas (“LPG”) mix and crude volumes hauled was partially offset by higher sulfur and propane volumes in the year.

Financial performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Crude and other product revenue decreased by 2% and 8%, respectively. The quarter over quarter decrease was primarily due to
lower hauling rates related to LPG mix, propane and sulfur. The year ended comparative period decrease was primarily due to lower
volumes as discussed above and lower hauling rates for LPG mix and sulfur, partially offset by higher hauling rates for asphalt.

Segment profit increased by 7% and was consistent, respectively. The quarter over quarter increase was mainly due to lower direct
costs largely due to the continuation of the reduction in payroll related costs associated with overall headcount reductions.

U.S. Environmental Services business

On May 3, 2018, the Company completed the sale of its U.S. Environmental Services business for adjusted gross proceeds of $123.3
million (US$96 million).

The U.S. Environmental Services business included the provision of environmental and production services, such as emulsion hauling
and treating, water hauling and disposal services and oilfield waste management, as well as industrial lift, exploration support services
and accommodation facilities to the oil and gas industry. The U.S Environmental Services business was reported historically within
Company’s Infrastructure, Logistics and Other reportable segments. Operating results related to the segment have been included in
net income from discontinued operations in the consolidated statements of operations. Comparative period balances of the
consolidated statements of operations and cash flows have been restated.
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The following tables set forth operating results from discontinued operations of the U.S. Environmental Services business for the
three months and years ended December 31, 2018 and 2017:

Three months ended Years ended

December 31 December 31
20182 20171 20182 20171

Revenue

Water hauling and disposal........cccccveeeeeevrineenreeeeireceeee e S - S 26,890 S 42,207 S 101,448
Other products and services .... - 39,501 51,074 135,386
B o) =1 I g =VZ=1 3 1O L= - 66,391 93,281 236,834
(00 1Y Ao T 115 RRRORT - 58,675 84,074 211,703
SEEMENT PrOfit .uviiiiiiieiiiie e e - 7,716 9,207 25,131
Depreciation, amortization and impairment ..........ccccceevveveiiveecnnnn. - 44,301 3,493 83,289
Finance costs and (other income), Net........cccevvevvieevieeceenieccieeenens - 67 278 277
(Loss) iNncome before taxes .....cueeccueeeeeieeeeciiee et et - (36,652) 5,436 (58,435)
Income tax (recovery) provision ... e ——— - (23) 1,448 (8,251)
Net (loss) income from discontinued operations, after tax............... - (36,629) 3,988 (50,184)
After tax (loss) gain onsale 23 ........coviiiieiiicecee e (816) - 95,522 -
(Loss) gain on discontinued operations, after taX........ccccceevvevveereenne. S (816) S (36,629) S 99,510 S (50,184)

1.  The current period results include the impacts from the adoption of new accounting standards as discussed on page 34. Comparative information has not been
restated and, therefore, may not be comparable throughout the discussion on discontinued operations. In addition, Comparative period segment information was
represented to reflect the results of continuing operations separately from discontinued operations (see note 8 of the 2018 consolidated financial statements).

2. The Company derecognized the U.S. Environmental Services segment effective May 3, 2018. Accordingly, results for year ended December 31, 2018 represent the
activity for the period January 1, 2018 to May 2, 2018.

3. The cash proceeds of $123.3 million and transaction costs of $13.6 million (including certain payments to employees), have been presented within investing
activities from discontinued operations on the Company’s consolidated statements of cash flows.

Operational and financial performance
In the three months and year ended December 31, 2018 compared to the three months and year ended December 31, 2017:

Revenue decreased by $66.4 million and $143.6 million, respectively, and segment profit decreased by $7.7 million and $15.9 million,
respectively. The decrease in both comparative periods is a result of the current period being shorter than the prior period due to
the sale of the business effective May 3, 2018. There was no contribution to results from this business during the three months ended
December 31, 2018.

Industrial Propane business

During Q1 2017, the Company sold its Industrial Propane business for proceeds of $433.1 million resulting in the recognition of a
post-tax gain on sale of $150.6 million. Accordingly, the results for the three months and year ended December 31, 2017 represent
activity for the period between January 1, 2017 and February 28, 2017. During this period the Company had total revenues of $58.3
million, segment profit of $13.6 million, and net income after tax of $159.9 million (see note 8 in the 2018 consolidated financial
statements).

Income taxes

Including the tax impact of gains on discontinued operations, net income tax was a recovery of $8.7 million and an expense of $6.1
million for the three months and year ended December 31, 2018 compared to an expense of $0.2 million and $22.6 million for the
three months and year ended December 31, 2017, as disclosed in note 22 in the 2018 consolidated financial statements. The quarter
over quarter change in current income tax recovery was due to the inclusion of Canadian Truck Transportation in discontinued
operations while the year ended comparative period decrease in income tax expense was due to the recognition of tax on the gain
on sale of the Industrial Propane business in 2017. The year ended comparative period increase in deferred tax expense was due
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primarily due to the utilization of tax assets to offset the gain on the sale of the business.
Cash flow summary — Discontinued operations

The following table summarizes the sources and uses of funds for the years ended December 31, 2018 and 2017 from discontinued
operations:

Years ended
December 31

2018 201712
Statement of cash flows
Cash flows (used in) provided by:
OPEIAtING ACHIVITIES cvveiveerriiriereiteeteeteeeeete et e steeeeste et e beebesbeessebeersesteeseebesasesbeessenbesesesseessebesaseseessentenans S 36,652 S 22,107
INVESEING ACHIVITIES . 1ueiiiiiiiiiiieiee e e e e e st a e e e e e e s abtaeeeeesssatbaeeeeeesnabenaaeeesnsans 107,777 416,016
FIN@NCING @CHIVITIES c.ecvriviitiiteiteietete ettt ettt et et e et ete et e e be st e b eseeseeseeteebesbebessessesseteebesbeebeseensensesseseetestesean S (3,056) S -

1. The Company derecognized the U.S. Environmental Services business effective May 3, 2018. Accordingly, cash flow related to this business for the year ended
December 31, 2018 represent the activity for the period January 1, 2018 to May 2, 2018. Additionally, results for the three months and years ended December 31,
2017 and 2018 include cash flows related to Canadian Truck Transportation business.

2. The 2018 amounts relate to the activity up to the date of the sale of the U.S. Environmental Services business while the 2017 amounts relate to the activity up to
the sale of the Industrial Propane business.

Cash provided by operating activities

Cash provided by operating activities in the year ended December 31, 2018 was $36.7 million compared to cash provided by operating
activities of $22.1 million year ended December 31, 2017. The change was primarily due to the timing of discontinued operations
classification and completion of the sale of businesses as noted above. Additionally, the change in working capital requirements
related to the sale of the U.S. Environmental Services business and the Industrial Propane business were driven by the fact that the
Company is no longer required to fund working capital post the sale of those businesses.

Cash provided by investing activities

Cash provided by investing activities was $107.8 million for the year ended December 31, 2018, compared to cash provided by
investing activities of $416.0 million in the year ended December 31, 2017. The change was primarily due to the cash proceeds
received on the sale of the U.S. Environmental Services during 2018 and the sale of Industrial Propane business during 2017.

Cash used in financing activities

Cash used in financing activities was $3.1 million in the year ended December 31, 2018, compared to $nil in the year ended December
31, 2017. The increase was primarily due to the adoption of IFRS 16, as noted in the “Accounting Policies” section, which requires the
recognition of net lease payments under financing activities.
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SUMMARY OF QUARTERLY RESULTS

The following table sets forth a summary of the Company’s quarterly results for each of the last eight quarters:

2018! 20171
Q4 Q3 Q2 Ql Q4 Q3 Q2 Ql

Continuing operations
Revenue .............. v $1,314,605  $2,130,022 $1,716,612 $1,685,350  $1,650,445 $1,293,863 $1,366,823 $1,348,515
Net income (loss) 47,275 6,822 15,242 11,785 (55,851) (5,410) (2,195) (2,870)
Adjusted EBITDA @ .................. 134,001 140,448 96,113 86,753 68,475 42,762 52,525 65,439
Earnings (loss) per share

BASIC cvrvvereeeeeeereeseesereseeeeseenns $ 033 $ 005 ¢ 011 $ 008 $ (0400 S (004 S (0.01)$ (0.02)

DIlULEd e $ 032 $ 005 $ 011 $ 008 $ (0400 S (004 S (0.01)$ (0.02)
Discontinued operations
Revenue ......ccccoovviiiiiiiiiniinnnnens S 49,643 $ 47,922 S 66,222 $ 120,137 S 116,442 $ 110,331 $ 113,373  $159,343
Net (10SS) iINCOME.vvrveeerrrereenn. (31,210) (4,470) 122,693 (17,090) (30,696) (6,233) (3,328) 150,718
Adjusted EBITDA @ .................. 6,478 6,177 5,386 14,727 13,796 12,946 13,862 21,467
Earnings (loss) per share

BASIC .eevviriieieneeeneee e S (0.22) S (0.03) S 085 S (0.12) $ (021) S (004) S (0.03) S 106

Diluted ..cceeveereieierieieeeiee S (0.22) S (0.03) S 083 S (0.12) $ (021) $ (004 S (003) S 104
Combined operations
Revenue (13) ..o $1,364,248 $2,177,944 $1,782,834 $1,805,487 $1,766,887 $1,404,194 $1,480,196 $1,507,858
Net income (10SS) ....veereeerreereenn. 16,065 2,352 137,935 (5,305) (86,547) (11,643) (5,523) 147,848
Adjusted EBITDA @ .................. 140,479 146,625 101,499 101,480 82,271 55,708 66,387 86,906
Earnings (loss) per share

BASIC cvrveereeeeeeereeseesereseeeeneenns $ o011 $ 002 $ 09 $ (004 S (061) S (0.08) S (0.04) $ 1.04

DIlULEd oo $ 010 $ 002 $ 094 $ (004 S (061) S (008 S (0.04) $ 1.02

1. Comparative period information was represented to reflect the results of continuing operations separately from discontinued operations (see note 8 of the 2018
consolidated financial statements). Furthermore, the 2018 period results include the impacts from the adoption of new accounting standards as discussed on
page 34. Comparative information has not been restated and, therefore, may not be comparable.

2. Adjusted EBITDA is defined as net income (loss) before interest expense, income taxes, depreciation, amortization, other non-cash expenses and charges deducted
in determining consolidated net income (loss), including movement in the unrealized gains and losses on the Company’s financial instruments, stock based
compensation expense, impairment of long-term assets and asset write-downs. It also removes the impact of foreign exchange movements in the Company’s U.S.
dollar denominated long-term debt, debt extinguishment expenses and adjustments that are considered unusual, non-recurring or non-operating in nature.
Combined Adjusted EBITDA includes results from continuing and discontinued operations, while Adjusted EBITDA from continuing operations only includes results
from continuing operations.

3. Revenue from combined operations represents the aggregated results of both continuing and discontinued operations and is not a measure recognized under
IFRS and does not have standardized meanings prescribed by IFRS.

The Company presents Combined Adjusted EBITDA, and Adjusted EBITDA from continuing operations and discontinued operations
because it considers these to be important supplemental measures of the Company’s performance and believes these measures are
frequently used by securities analysts, investors and other interested parties in the evaluation of companies in industries with similar
capital structures. Combined Adjusted EBITDA and Adjusted EBITDA from continuing and discontinued operations have limitations as
analytical tools, and readers should not consider this item in isolation, or as a substitute for an analysis of the Company’s results as
reported under IFRS. Some of these limitations are:
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- Adjusted EBITDA and Combined Adjusted EBITDA:

- excludes certain income tax payments that may represent a reduction in cash available to the Company;

- includes the impact from the adoption of IFRS 16 effective January 1, 2018 without restating the prior periods as noted in

the “Accounting Policies” section;

- does not reflect the Company’s cash expenditures, or future requirements for capital expenditures or contractual

commitments;

- does not reflect changes in, or cash requirements for, the Company’s working capital needs; and

- does not reflect the significant interest expense, or the cash requirements necessary to service interest payments on the
Company’s debt, including the Debentures, and Notes and Retired Notes (as defined herein) and the Revolving Credit Facility

(as defined herein).

- Although depreciation, amortization and impairment are non-cash charges, the assets being depreciated and amortized will often
have to be replaced in the future and Adjusted EBITDA does not reflect any cash requirements for such replacements; and

- Other companies in the industry may calculate Combined Adjusted EBITDA and Adjusted EBITDA differently than the Company

does, limiting its usefulness as a comparative measure.

Because of these limitations, Combined Adjusted EBITDA and Adjusted EBITDA should not considered to be a measure of discretionary
cash available to the Company to invest in the growth of the Company’s business. The Company compensates for these limitations
by relying primarily on the Company’s IFRS results and using Combined Adjusted EBITDA and Adjusted EBITDA only as supplemental

measures.

The following tables reconciles segment profit to Adjusted EBITDA for continuing operations, discontinued operations and combined
operations for each of the last eight quarters and for the twelve months ended December 31, 2018 and 2017:

Twelve months

ended
Three months ended (restated?) (restated?)
December 31, September 30, June 30, March 31, December 31,
2018 2018 2018 2018 2018

Continuing operations

SEEMENT PrOfit .ovviirieriirieieiteerecte et ere e e ere e ereen S 153,569 S 142,227 S 95,802 S 95,489 487,087
INtErESt INCOME e 346 368 485 294 1,493
Foreign exchange gain (loss) — corporate ........ccceveeveeereerenene. 1,732 2,542 (2,357) 170 2,087
General and administrative .........ccccceeeciieeeeiiec e (8,597) (8,286) (6,804) (8,468) (32,155)
Net unrealized (gain) loss from financial instruments(®.......... (13,049) 3,597 8,987 (732) (1,197)
Adjusted EBITDA ......ooiiiiieciee ettt S 134,001 S 140,448 S 96,113 S 86,753 457,315
Discontinued operations

Segment profit and adjusted EBITDA.........c.coeeeeveveeeeeeriereenns S 6478 S 6,177 S 5386 S 14,727 32,768
Combined operations

SEEMENT PrOfit .oviiricriirieieceerecte ettt ereere e ereereereen S 160,047 S 148,404 S 101,188 S 110,216 519,855
INtEreSt INCOME i 346 368 485 294 1,493
Foreign exchange gain (10Ss) — COrporate ..........cococeevevevrvennns 1,732 2,542 (2,357) 170 2,087
General and administrative .........cccceeeeieeeeiiec e (8,597) (8,286) (6,804) (8,468) (32,155)
Net unrealized (gain)loss from financial instruments(®.......... (13,049) 3,597 8,987 (732) (1,197)
Combined Adjusted EBITDA.........ccooveeeriieeeniree et eieee e S 140,479 S 146,625 S 101,499 S 101,480 490,083
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Twelve months

ended
Three months ended (restated?) (restated?)
December 31, September 30, June 30, March 31, December 31,
2017 2017 2017 2017 2017

Continuing operations

SeEMENT Profit ..veeeeeeiiecee e S 71,431 S 51,265 $ 60,170 S 78,936 S 261,802
INtEreSt INCOME .. 500 320 299 665 1,784
Foreign exchange gain (10Ss) — cOrporate ..........cocoeeevevrvrnnae 755 (1,031) 152 (528) (652)
General and administrative .........cccceeeveeceeciieeciee e (22,316) (6,428) (13,155) (9,305) (51,204)
Net unrealized loss (gain) from financial instruments@.......... 19 (1,364) 4,059 (4,329) (1,615)
Restructuring, severance and other costs @ ...........c..cccceeunee. 18,086 - 1,000 - 19,086
Adjusted EBITDA .....oceeeee ettt S 68475 S 42,762 S 52,525 $ 65,439 S 229,201
Discontinued operations

Segment profit and adjusted EBITDA.........ccceevevveeeevreereenvenen S 13,796 § 12,946 § 13,862 S 21,467 S 62,071
Combined operations

SEEMENT Profit ..veeeeeeieeie e S 85,227 S 64,211 $ 74,032 S 100,403 S 323,873
INtErESt INCOME i 500 320 299 665 1,784
Foreign exchange gain (10Ss) — cOrporate ..........cocoeveevevrvrnnns 755 (1,031) 152 (528) (652)
General and administrative .........ccoceeeeeieeeciiec e, (22,316) (6,428) (13,155) (9,305) (51,204)
Net unrealized loss (gain) from financial instruments@.......... 19 (1,364) 4,059 (4,329) (1,615)
Restructuring, severance and other costs @) . 18,086 - 1,000 - 19,086
Combined Adjusted EBITDA.........ccooveeeriiieeiiiee e eieee e S 82,271 $ 55,708 S 66,387 S 86,906 S 291,272

1. Reflects the exclusion of the movement in the mark-to-market valuation of financial instruments used in risk management activities. The Company uses crude oil
and NGL priced futures, options and swaps to manage the exposure to commodities price movements and foreign currency forward contracts and options to
manage foreign exchange risks, although the Company does not formally designate these financial instruments as hedges for accounting purposes. Accordingly,
the unrealized gains or losses on these financial instruments are recorded directly to the income statement. Management believes that this adjustment better
correlates the effect of risk management activities to the underlying operating activities to which they relate.

2. Represents the restructuring and severance costs incurred related to a headcount rationalization review, and executive payroll related costs.

3. Comparative periods were restated to reflect the results of continuing operations separately from discontinued operations. Furthermore, the 2018 period results
include the impacts from the adoption of new accounting standards as discussed on page 34. Comparative information has not been restated and, therefore, may
not be comparable.

The results of Adjusted EBITDA are driven primarily by segment profit for the respective reportable segments as well as the
adjustments discussed above in the tables. For more details on the specific factors driving the periodic movements in segment profit,
refer to the results of continuing and discontinued operations included in this MD&A. The following identifies the key drivers in
segment profitability over the last eight quarters:

Infrastructure — The Infrastructure segment has progressively commissioned new storage capacity and related infrastructure, with
800,000 barrels of additional capacity and related take-or-pay and stable fee-based cash flows added in 2018. This increase in capacity
was primarily driven by the sustained demand for crude terminalling and storage services combined with the effective operation,
including cost management, of its current Hardisty and Edmonton Terminals and has provided for the increase in segment profits.

Logistics — The Logistics segment provides logistical services that enable crude production to access fixed midstream infrastructure in
the U.S. The segment’s results have been impacted by the decline in volumes due to the loss of an exclusive customer coupled with
continued competition and availability of drivers within the Company’s service areas, and the impact of one-time expenses such as
severance, relocation, and office move costs which has inhibited the ability of the Company to deliver consistent results in this
segment.

Wholesale — The Wholesale segment earns margins by capturing; quality, locational or time-based arbitrage opportunities related to
the purchasing; selling, storing, and optimization of hydrocarbon products, including crude oil and refined products. Accordingly, this
segment has been impacted by commaodity price fluctuations in the pricing differentials between different geographic markets and
product grades, most notably related to crude oil and NGLs. These fluctuations have been managed by purchasing and selling products
through physical and financial contracts that include energy-related derivatives which have both supported and reduced segment
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profits from quarter to quarter in the form of realized or unrealized gains and losses. The three months and year-end 2018 results
also include the impacts of lower rail car lease expenses as a result of the adoption of IFRS 16 as noted in the “Accounting Policies”
section.

Discontinued operations — The results for discontinued operations include results from both the Canadian Truck Transportation and
the U.S Environmental Services businesses. The Canadian Truck Transportation business earns margins by providing transportation
and related services which includes providing hauling services for crude, condensate, sulfur, waste water and drilling fluids for many
of the Western Canadian Sedimentary Basin leading oil and gas producers. The U.S. Environmental Services business earns margins
by providing environmental and production services, such as emulsion hauling and treating, water hauling and disposal services and
oilfield waste management services to the oil and gas industry. Accordingly, results have been impacted by the reduction and volatility
in crude oil and other related commodity prices which has reduced production and exploration activities thus lowering available
demand from these producers. However, the more recent gradual increase in the price of crude oil which has translated into slowly
increasing activity and production coupled with the availability of other commodity hauling, such as sulphur, as well as the recovery
of demand for the Company’s U.S. Environmental Service business as activity levels strengthened over the last year has provided
support for the segment’s earnings.

Adjusted EBITDA for continuing, discontinued, and combined operations is presented in the table above because the Company
believes it facilitates investors’ use of operating performance comparisons from period to period and company to company by backing
out potential differences caused by variations in capital structures (affecting relative interest expense and foreign exchange
differences on the Company’s long-term debt and Debentures), the book amortization of intangibles (affecting relative amortization
expense) and the age and book value of property, plant and equipment (affecting relative depreciation expense). The Company also
presents Adjusted EBITDA because it believes such measure is frequently used by securities analysts, investors and other interested
parties as measures of financial performance. Adjusted EBITDA, as presented herein, is not a recognized measure under IFRS and
should not be considered as an alternative to operating income or net income as measures of operating results or an alternative to
cash flows as measures of liquidity. Adjusted EBITDA is defined as consolidated net income (loss) before interest expense, income
taxes, depreciation, amortization, other non-cash expenses and charges deducted in determining consolidated net income (loss),
including movement in the unrealized gains and losses on the Company’s financial instruments, stock based compensation expense,
impairment of long-term assets and asset write-downs. It also removes the impact of foreign exchange movements in the Company’s
U.S. dollar denominated long-term debt, debt extinguishment expenses and other adjustments that are considered unusual, non-
recurring or non-operating in nature.

The Company’s calculation of Adjusted EBITDA may not be comparable to such calculations used by other companies. In addition, in
evaluating Adjusted EBITDA, readers should be aware that in the future the Company may incur expenses similar to those eliminated
in the presentation herein.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity Sources

The Company’s primary liquidity and capital resource needs are to fund ongoing capital expenditures, growth opportunities, and its
dividend. In addition, the Company must service its debt, including interest payments, and finance working capital needs. The
Company’s short-term and long-term liquidity needs are met through cash flow from operations, its revolving credit facility, and debt
and equity financings.

As at December 31, 2018, the Company had a positive working capital position, with an available cash balance of $95.3 million, and
the ability to utilize borrowings under the Revolving Credit Facility. Also, the anticipated proceeds from the sale of the Canadian Truck
Transportation and non-core ESN businesses are expected to reduce debt and lower net debt to Adjusted EBITDA ratios which will
allow the Company to fund its ongoing capital expenditures, debt service requirements, dividend payments, and working capital
needs. Accordingly, over the short-term the Company expects to maintain sufficient liquidity sources to fund its ongoing capital
expenditures, debt service requirements, dividend payments and working capital needs.

Over the medium to long term, the Company’s ability to generate meaningful contributions from cash from operations combined
with the Company’s extended maturity profile and low interest cost of the Company’s debt, will provide support for the Company’s
funding of liquidity requirements.

While the Company remains confident in its ability to execute these divestitures, there are no assurances that the timing, the amount
of proceeds from the sale of non-core businesses and the execution of planned capital programs will occur as planned. Please refer
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Company’s disclosure under “Forward-Looking Information” included at the end of this MD&A.
Cash flow summary — Continuing operations

The Company’s operating cash flow is generally impacted by the overall profitability within the Company’s segments, the Company’s
ability to invoice and collect from customers in a timely manner and the Company’s ability to efficiently implement the Company’s
growth strategy and manage costs.

The following table summarizes the Company’s sources and uses of funds for the years ended December 31, 2018 and 2017 from
continuing operations:

Years ended
December 31

2018? 20171
Statement of cash flows
Cash flows provided by (used in):
OPEIAtING ACHIVITIES cueviviieietieti e cte et et ettt e ete et et et ete et eteebe st et e e easeseeteebesbesbessessesseteebesbebensensesseraeseean S 527,086 S 175,272
INVESTING ACTIVITIES .. veeeteeieieeeeeee ettt et e et e st e et e e teeste e e beesseeesseessaeeaseesseeenseessseeseesseeensnennseanns (214,502) (160,196)
FINANCING GCTIVITIES .uvivietreiteceeitectecte et eete et e ete et e eteeteesseeseebeeaeeseeae e bestsesbeessebestsesbeessensesasensesssensesssensenseen S (392,197) S (477,933)

1. The current period results include the impacts from the adoption of new accounting standards as discussed on page 34. Comparative information has not been
restated and, therefore, may not be comparable.

Cash provided by operating activities

Cash provided by operating activities was $527.1 million in the year ended December 31, 2018, compared to cash provided by
operating activities of $175.3 million in the year ended December 31, 2017. The increase was primarily due to higher segment profit
related to the Infrastructure and Wholesale segments (refer to the respective section in “Results of Continuing Operations” for more
details). Additionally, cash from operating activities increased by $49.8 million during the year ended December 31, 2018, due to the
adoption of IFRS 16 whereby the lease payments are classified as financing activities as noted in the “Accounting Policies” section.
Furthermore, the increase was supported by cash generated by the working capital of $50.2 million in the current year compared to
cash used to fund working capital of $27.3 million in the prior year, primarily driven by higher inventory purchases in the prior period.

Cash provided by operating activities and working capital requirements for the Wholesale segment are strongly influenced by the
amount of inventory purchased and subsequently held in storage, as well as by the commodity prices at which inventory is bought
and sold. Commodity prices and inventory demand fluctuate over the course of the year in relation to general market forces and
seasonal demand for certain products like propane, and, accordingly, working capital requirements related to inventory also fluctuate
with changes in commodity prices and demand. The primary drivers of working capital requirements are the collection of amounts
related to sales of products such as crude oil, NGLs, asphalt and other products and fees for services associated with the Company’s
Logistics and Infrastructure segments. Offsetting these collections are payments for purchases of crude oil and other products,
primarily within the Wholesale segment, and other expenses. Historically, the Wholesale segment has been the most variable with
respect to generating cash flows and working capital due to the impact of crude oil price levels and the volatility that price changes
and crude oil grade basis changes have on the cash flows and working capital requirements of this segment. Working capital is also
influenced by the timing of certain financing activities related to the Revolver Credit Facility, interest payments on long-term debt, as
well as payments of dividends and leases as discussed below under cash used in financing activities.

Cash used in investing activities

Cash used in investing activities was $214.5 million in the year ended December 31, 2018, compared to $160.2 million in the year
ended December 31, 2017 and consists primarily of capital expenditures and acquisitions . For a summary of capital expenditures
including acquisitions, see “Capital expenditures” discussion throughout this MD&A.
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Cash used in financing activities

Cash used in financing activities was $392.2 million in year ended December 31, 2018 compared to cash used in financing activities
of $477.9 million in the year ended December 31, 2017. The decrease was primarily due to lower net interest costs of $68.9 million
in the year ended December 31, 2018 compared $87.2 million in the year ended December 31, 2017, finance lease payments of $49.8
million that are classified as financing activities due to the adoption of IFRS 16 effective January 1, 2018 (as noted in the “Accounting
Policies” section), and a net repayment on Revolving Credit Facility of $84.7 million in the year ended December 31, 2018 compared
to a net repayment on the Company’s borrowings of $203.4 million in the year ended December 31, 2017. Dividend payments were
fairly consistent year over year.

Capital expenditures and acquisitions

The following table summarizes growth and replacement capital expenditures for the years ended December 31, 2018 and 2017:

Years ended
December 31

2018 2017
GrOWLEN CAPITAl (1) .uiciiiciicticieete ettt ettt et ettt e te et e e be et e eta e b e ebeeabesasesbeeasenbesasenbesasenbestsenseessennas S 221,198 S 151,154
RePlacemMent Capital ). ...t 25,225 20,901
ACGUISTEIONS () Lttt ekttt 80,844 -
L] 7 | O TP T T U OO PP P PO PPOPPPPORPPORE S 327,267 S 172,055

1.  Growth capital expenditures in the year ended December 31, 2018 include Corporate and discontinued operations expenditures of $0.8 million $3.8 million
compared to $3.3 million and $6.0 million in the years ended December 31, 2017, respectively. These expenditures mainly relate to growth capital expenditure
costs associated with the Company’s information and operational systems. The remainder of the growth capital expenditures have been discussed in continuing
operations earlier in the MD&A.

2. Replacement capital expenditures in the years ended December 31, 2018 include Corporate and discontinued operations of $3.1 million and $1.6 million compared
to 52.8 million and $7.3 million in the years ended December 31, 2017, respectively. These expenditures mainly relate to replacement costs associated with the
Company’s information and operational systems. The remainder of the replacement capital expenditures have been discussed in continuing operations earlier in
the MD&A.

3. Acquisitions include the purchase of a pipeline gathering network within the U.S. Infrastructure business and the purchase of the remaining interests in the Plato
Pipeline.

2019 Planned capital expenditures

On December 4, 2018, the Company announced the approval of the 2019 growth capital expenditure budget in the range of $200
million to $250 million and an additional $30 to $35 million allocated to replacement capital expenditures. While the Company
anticipates that these planned capital expenditures will occur, certain capital projects are subject to general economic, financial,
competitive, legislative, regulatory and other factors, some of which are beyond the Company’s control and could impact the
Company’s ability to complete such activities as planned.
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Capital structure

As at

December 31, December 31,

2018 2017

REVOIVING Credit FACIILY ..voivecieieieeieticticteete ettt ettt ettt teete et et e st e b eseeseebeebeebe st ebessesseseeteeaeerenes S 150,000 S 230,180

$300 million 5.375% Notes due JUly 15, 2022 ......ccucveieeirieriereieeeeeeteeeetestestesese e esestestesaeseseeseeseereesens 300,000 300,000

$600 Million 5.25% Notes du JUlY 15, 2024 ......c.ccveuvcuiereeriitieieciee ettt eteste st teeteeteebeste s e e eseereereetans 600,000 600,000
Unamortized issue discount and debt issue costs... (10,422) (12,061)
$100 million Debentures 5.25% due July 15, 2021 (liability component) (4)... 89,765 89,765
Lease liability ....cccvveeviieriiiiie e 109,071 -
Total debt OULSTANAING ...c.veieiiieieeciecce ettt ettt et s e e be e s be e taesabeesaeeebaesaseeseessseensaens 1,238,414 1,207,884
Cash and Cash EQUIVAIENTS..........civiiciiicteecee ettt e ettt te e s e e be e s be e taesabeesbeeebeesaseebeessaeeseesareenns (95,301) (32,138)
N =T e =] o OSSP 1,143,113 1,175,746
Total share capital (including Debentures — equity COMPONENT) ...ccvivveeeriereeriiiieire et et eene 1,962,169 1,939,126
Total capital S 3,105,282 S 3,114,872

’

1. The Debentures are included in the above total capital calculation in accordance with the Company’s view of its capital structure which includes shareholders
equity, long-term debt, the Debentures, the Revolving Credit Facility, lease liabilities and working capital. The Debentures and associated interest payments
are excluded from the definition of net debt included in the consolidated senior and total debt covenant ratios as well as the consolidated interest coverage
covenant ratio.

Notes

During 2017, the Company completed a tender offer on its Retired Notes and also issued the $600 million 5.25% Notes. The indentures
governing the terms of the $600 million 5.25% Notes and the $300 million 5.375% notes (collectively “Notes”) including the
supplemental indenture thereto, contain certain redemption options whereby the Company can redeem all or part of the Notes at
prices set forth in the applicable Indenture from proceeds of an equity offering or on the dates specified in the Indentures. In addition,
the holders of Notes have the right to require the Company to redeem the Notes at the redemption prices set forth in the respective
indebtedness in the event of a change in control or in the event certain asset sale proceeds are not re-invested in the time and manner
specified in the applicable Indenture.

Debentures

On June 2, 2016, the Company issued $100.0 million aggregate principal amount of debentures (the “Debentures”) at a price of
$1,000 per Debenture for net proceeds of approximately $96.3 million, including debt issuance costs of $3.7 million. The Debentures,
issued at par, bear interest at a rate of 5.25% per annum, payable semi-annually on January 15 and July 15 in each year commencing
January 15, 2017, mature on July 15, 2021, and may be redeemed, in certain circumstances, on or after July 15, 2019. The Debentures
are convertible at the holder's option into common shares at any time prior to the earlier of July 15, 2021 and the business day
immediately preceding the date fixed for redemption by the Company at a conversion price of $21.65 per common share, being a
ratio of approximately 46.1894 common shares per $1,000 principal amount of the Debenture. The Debentures are subordinated to
the Company's senior indebtedness.

Credit facility

The Revolving Credit Facility, available to provide financing for working capital, fund capital expenditures and other general corporate
purposes, has an extendible term of five years, expiring on March 31, 2023. The Revolving Credit Facility permits letters of credit,
swingline loans and borrowings in Canadian dollars and U.S. dollars. Borrowings under the Revolving Credit Facility bear interest at a
rate equal to Canadian Prime Rate or U.S. Base Rate or U.S. LIBOR or Canadian Bankers Acceptance Rate, as the case may be, plus an
applicable margin. The applicable margin for borrowings under the Revolving Credit Facility is subject to step up and step down based
on the Company’s total debt leverage ratio. In addition, the Company must pay standby fees on the unused portion of the Revolving
Credit Facility and customary letter of credit fees equal to the applicable margins determined in a manner similar to the interest. In
addition, the Company has three bilateral demand letter of credit facilities totaling $150.0 million. The Company had $150.0 million
drawn on its $560.0 million Revolving Credit Facility as of December 31, 2018 and had issued letters of credit totaling $70.9 million
under its bilateral demand letter of credit facilities as at December 31, 2018.
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The Revolving Credit Facility contains certain covenants, including financial covenants requiring the Company to maintain ratios of
maximum consolidated senior and total debt leverage as well as to maintain a minimum interest coverage ratio. Effective March 31,
2018, the Company amended certain covenants related to its Revolving Credit Facility including, amongst other revisions, revising the
maximum consolidated senior and the maximum consolidated total debt leverage ratios to 4.85 to 1.0 for the 2018 fiscal year, 4.5 to
1.0 for 2019 fiscal year and 4.0 to 1.0 thereafter. Furthermore, the maturity date of the Revolving Credit Facility was extended from
March 2022 to March 2023.

In addition, the Company is also required to maintain a minimum interest coverage ratio of no less than 2.5 to 1.0. The consolidated
senior debt ratio represents the ratio of all senior debt obligations to Adjusted EBITDA. The consolidated total debt ratio represents
the ratio of total debt to Adjusted EBITDA. The consolidated interest coverage ratio represents the ratio of Adjusted EBITDA to
consolidated cash interest expense.

As at December 31, 2018, the Company was in compliance with the financial ratios with the senior debt leverage ratio at 2.3 to 1.0,
total debt leverage ratio at 2.3 to 1.0, and the interest coverage ratio at 6.7 to 1.0. If the Company fails to comply with the financial
covenants, the lenders may declare an event of default. An event of default resulting from a breach of a financial covenant may result,
at the option of lenders holding a majority of the loans, in an acceleration of repayment of the principal and interest outstanding and
a termination of the Revolving Credit Facility. Both the leverage ratio and interest coverage ratio are based on calculations using
adjusted EBITDA calculated in accordance with the Company’s debt agreements. See “Accounting Policies” section for discussion on
adoption of new accounting standard which did not have a material impact on the covenants calculations.

The Notes and the Revolving Credit Facility contain non-financial covenants that restrict, subject to certain thresholds, some of the
Company’s activities, including the Company’s ability to dispose of assets, incur additional debt, pay dividends, create liens, make
investments and engage in specified transactions with affiliates. The Notes and the Revolving Credit Facility also contain customary
events of default, including defaults based on events of bankruptcy and insolvency, non-payment of principal, interest or fees when
due, breach of covenants, change in control and material inaccuracy of representations and warranties, subject to specified grace
periods. As of December 31, 2018, the Company was in compliance with all of its covenants under the Notes and the Revolving Credit
Facility.

Dividends

The Company is currently paying quarterly dividends to holders of common shares. The amount and timing of any future dividends
payable by Gibson will be at the discretion of the Board and to be established on the basis of, among other things, Gibson’s earnings,
financial requirements for operations, the satisfaction of a solvency calculation and the terms of the Company’s debt agreements. In
addition, in connection with Company’s dividend policy, after each fiscal year end the Board will formally review the annual dividend
amount. During the year ended December 31, 2018, the Board declares dividends of $1.32 per share.

Distributable cash flow

Distributable cash flow is not a standard measure under IFRS and, therefore, may not be comparable to similar measures reported
by other entities. Distributable cash flow from continuing and combined operations is used to assess the level of cash flow generated
and to evaluate the adequacy of internally generated cash flow to fund dividends and is frequently used by securities analysts,
investors and other interested parties. Changes in non-cash working capital are excluded from the determination of distributable
cash flow because they are primarily the result of fluctuations in product inventories or other temporary changes. Replacement
capital expenditures are deducted from distributable cash flow as there is an ongoing requirement to incur these types of
expenditures. Lease payments are also deducted for the period starting January 1, 2018 due to the adoption of IFRS 16 as noted in
the “Accounting Policies” section. The Company may deduct or include additional items in its calculation of distributable cash flow.
These items would generally, but not necessarily, be items of an unusual, non-recurring, or non-operating in nature. In 2017, the
Company reflected non-recurring items relating to severance costs in distributable cash flow to approximate the internally generated
cash flow available to the Company within its normal operating cycle. The Company has provided the distributable cash flow from
combined operations on a trailing twelve-month basis to reflect the total cash flow available to fund dividends which includes cash
available from discontinued operations.
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The following is a reconciliation of distributable cash flow from combined operations to its most closely related IFRS measure, cash
flow from operating activities for the years ended December 31, 2018 and 2017 and three months ended December 31, 2018 and
2017.

Years ended December 31

Continuing operations 2018 2017
(restated)!
Cash flow from operating aCtiVities ........ccceeereeieerriieeneeeeereeeesreeee e e v sreens S 527,086 S 175,272
Adjustments:
Changes in non-cash working capital ........cccceevveiiieenieiieccecee e (64,298) 27,325
Replacement Capital......cccueccieeiiiciiiciee ettt sre e (25,225) (21,011)
Cash interest expense, including capitalized interest ........ccccecceevevveveesveennnn. (68,474) (73,939)
Lease PaYMENts () .. ...ttt ettt (49,785) -
CUITENT INCOME TAX.1eiiiiiiiitreieeeeeeeitree e e e e e eebeeeee e s e esbseeeeeessssssbeeeeesesesssaneeeeesennns (60,178) 34,016
Other Charges B ....uviiieiecreceecteceeee ettt et r e sre s beeresreens - 19,086
Distributable cash flow from continuing operations .........ccccceevveeeviiieeiiiee e, S 259,126 S 160,749

Years ended December 31

Combined operations 2018 2017
(restated)®
Combined cash flow from operating actiVities ..........ccceevevreeveeieeieeneeeeneereerens S 563,738 S 197,379
Adjustments:
Combined changes in non-cash working capital ........cccecveveericeerceeceeseeee (69,489) 52,147
Combined replacement Capital ......ceeceevieeerireiiere e (26,800) (28,291)
Cash interest expense, including capitalized interest ........ccccocceevvvveceesveennnn. (68,474) (73,939)
Lease PAYMENTES () .. ..ttt sttt nan (52,870) -
CUITENT INCOME TAX.0cuvviiiiriieeiteie et e eereeeertteeeeteeeesbeeeeebaeeeeteeeesabeseseseeesereens (63,588) 3,608
Other Charges B) ...ttt nan - 19,086
Working capital adjustment ) ..o - 10,503
Distributable cash flow from combined operations ........cccccceeevvevveereeeceeseenee. S 282,517 S 180,493
Dividends declared to SharehOlders ........ccoeeuieeeiieee ittt S 190,326 S 188,470

Quarter ended December 31

Continuing operations 2018 2017
(restated)’
Cash flow from operating aCtiVities ............ceieeeerieerieieiee et S 262,044 S 37,371
Adjustments:
Changes in non-cash working capital (123,954) 7,070
Replacement capital......cccceeceereieereeeieesee e (9,604) (9,097)
Cash interest expense, including capitalized interest ........ccccoccvevevveveercveennnnn. (16,713) (17,398)
Lease PAYMENTS (2) .. ittt ettt ee et e sreeneebeeaeesbeeanesreens (11,187) -
CUITENT INCOME TAX.0cuvviiiiriieeiiteeectee e et e e esireeeeteeeesbeeeesbaeeeeteeeesabesesbeeeseareeas (22,396) 14,149
Other Charges B) ...ttt sttt nan - 18,086
Distributable cash flow from continuing operations .........ccccveeveevveeveesceeseenee. S 78,190 S 50,181
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Quarter ended December 31

Combined operations 2018 2017
(restated)!
Combined cash flow from operating activities ..........ccceeveveeiiieeseecieieece e S 272,337 S 45,312
Adjustments:
Combined changes in non-cash working capital .........ccccceeeviiiiiiiieeinieciee e (127,628) 13,564
Combined replacement Capital ......c.cccueeieieiieeiiie et (9,676) (10,660)
Cash interest expense, including capitalized interest ........c.ccoevevveeeveeeceeneeccieeeneens (16,713) (17,398)
Lease payments () (11,588) -
CUTENT INCOME TAX.1utiiiiiiiiitiiieeeeeeetteeee e e e e e eabee e e e e e eesaaeereeeeessssbeseessesesssseeeeesssasrsneees (22,609) 14,149
Other Charges Bl . ...ttt ettt e et ettt beaennas - 18,086
Working capital adjustment ) .. ........ccoiiiiieiiceeeee s - 10,503
Distributable cash flow from combined operations ..........ccccoeeveiiiiiieiniiei e S 84,123 S 73,556
Dividends declared to Shareholders .........ccveevieiiiieeieceereceece e e S 47,704 S 47,257

1. During the third quarter of 2018, the Company revised its distributable cash flow calculations whereby income taxes were adjusted to include the impact of current
income tax expense (recovery), instead of cash taxes paid (refunds). In management’s view the revised calculation provides a more representative measure of
distributable cash flow to the users of the MD&A.

2. Due to the adoption of IFRS 16, lease payments are shown within cash flow from financing activity effective January 1, 2018. Therefore, distributable cash flow
has been adjusted to deduct lease payments for the period starting January 1, 2018 to make the calculations consistent with the prior periods.

3. Represents restructuring, severance and executive payroll related costs incurred during the respective periods.

4.  Represents a one-time adjustment related to working capital at the close of Industrial Propane segment sale whereby $10.5 million cash balance was required to
be left in the businesses prior to close and was repaid back to the Company as part of the sale proceeds. Absent this requirement, the cash flow from operations
would have been higher and cash flow from investing activity would be lower by the same amount.

Dividends declared in the twelve months ended December 31, 2018 were $190.3 million, of which the entire amount was paid in
cash. In the twelve months ended December 31, 2018, dividends declared represented 67% of the combined distributable cash flow
generated.
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Contractual obligations and contingencies

The following table presents, at December 31, 2018, the Company’s obligations and commitments to make future payments under
contracts and contingent commitments:

Payments due by period

Less than More than

Total 1year 1-3 years 3-5 years 5 years
Long-term debt .....coeeiiiiiiiiie S 900,000 S - S - S 300,000 S 600,000
Convertible debentures ..........eeeveievcieeieie i 100,000 - - 100,000 -
Interest payments on long-term debt and Debentures.......... 246,314 52,875 103,330 71,734 18,375
Credit facilities ......oovvvveeeieeeceee e 150,000 - - 150,000 -
Lease liabilities and other commitments ..........cceeevvveeeeirennnes 125,824 39,824 40,151 19,476 26,373
Total contractual obligations ........c.cccceecveniiiininiininiiiieiee $ 1,522,138 $ 92,699 $ 143,481 $ 641,210 $ 644,748

1.  Lease and other commitments relate to an office lease for the Company’s Calgary head office, rail tank cars, vehicles, field buildings, various equipment leases
and terminal services arrangements.

As at December 31, 2018, the Company had previously identified and approved capital expenditure commitments of $290 million
that the Company expects to undertake over the next 12 to 24 months. In addition, the Company had accrued liabilities for obligations
with respect to the Company’s defined benefit plans of $16.4 million and provisions associated with site restoration on the retirement
of assets and environmental costs of $162.8 million but the timing of such payments is uncertain due to the estimates used to
calculate these amounts and the long-term nature of these balances. The Company also has commitments relating to its risk
management contracts which are discussed further in “Quantitative and Qualitative Disclosures about Market Risks”.

Contingencies

The Company is involved in various claims and actions arising in the course of operations and is subject to various legal actions and
exposures. Although the outcome of these claims is uncertain, the Company does not expect these matters to have a material adverse
effect on the Company’s financial position, cash flows or operational results. If an unfavorable outcome were to occur, there exists
the possibility of a material adverse impact on the Company’s consolidated net income or loss in the period in which the outcome is
determined. Accruals for litigation, claims and assessments are recognized if the Company determines that the loss is probable and
the amount can be reasonably estimated. The Company believes it has made adequate provision for such legal claims. While fully
supportable in the Company’s view, some of these positions, if challenged may not be fully sustained on review.

The Company is subject to various regulatory and statutory requirements relating to the protection of the environment. These
requirements, in addition to the contractual agreements and management decisions, result in the recognition of estimated
decommissioning obligations and environmental remediation. Estimates of decommissioning obligations and environmental
remediation costs can change significantly based on such factors as operating experience and changes in legislation and regulations.

OFF-BALANCE SHEET ARRANGEMENTS

The Company does not have any off-balance sheet arrangements that have or are reasonably likely to have a current or future effect
on the Company’s financial performance or financial condition.

OUTSTANDING SHARE DATA

The Company is authorized to issue an unlimited number of common shares and an unlimited number of preferred shares. As at
December 31, 2018, there were 144.6 million common shares outstanding and no preferred shares outstanding. In addition, under
the Company’s equity incentive plan, there were an aggregate of 2.0 million restricted share units, performance share units and
deferred share units outstanding and 2.3 million stock options outstanding as at December 31, 2018.

At December 31, 2018, awards available to grant under the equity incentive plan were approximately 10.1 million.

As at March 1, 2019, 144.6 million common shares, 2.0 million restricted share units, performance share units and deferred share
units and 2.3 million stock options were outstanding.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is involved in various commodity related marketing activities that are intended to enhance the Company’s operations
and increase profitability. These activities often create exposure to price risk between the time contracted volumes are purchased
and sold and to foreign exchange risk when contracts are in different currencies (Canadian dollar versus U.S. dollar). The Company is
also exposed to various market risks, including volatility in (i) crude oil, refined products, natural gas and NGL prices, (ii) interest rates,
(iii) currency exchange rates and (iv) equity prices. The Company utilizes various derivative instruments from time to time to manage
commodity price, interest rate, currency exchange rate, and equity price exposure and, in certain circumstances, to realize
incremental margin during volatile market conditions. The Company’s commodity trading and risk management policies and
procedures are designed to establish and manage to an approved level of value at risk. The Company has a Commodity Risk
Management Committee that has direct responsibility and authority for the Company’s risk policies and the Company’s trading
controls and procedures. Additionally, certain aspects of corporate risk management are handled within the Risk Management Group.
The Company’s approved strategies are intended to mitigate risks that are inherent in the Company’s core businesses of aggregating,
marketing and distribution. To hedge the risks discussed above the Company engages in risk management activities that the Company
categorizes by the risks the Company is hedging and by the physical product that is creating the risk. The following discussion
addresses each category of risk.

Commodity Price Risk. The Company hedges its exposure to price fluctuations with respect to crude oil, refined products, natural gas,
differentials and NGLs, and expected purchases and sales of these commodities (relating primarily to crude oil, roofing flux, propane
sales and purchases of natural gasoline). The derivative instruments utilized consist primarily of futures and option contracts traded
on the New York Mercantile Exchange, the Intercontinental Exchange and over-the-counter transactions, including swap and option
contracts entered into with financial institutions and other energy companies. The Company’s policy is to transact only in commodity
derivative products for which the Company physically transacts, and to structure the Company’s hedging activities so that price
fluctuations for those products do not materially affect the net cash the Company ultimately receives from its commodity related
marketing activities.

Although the Company seeks to maintain a position that is substantially balanced within the Company’s various commodity purchase
and sales activities, the Company may experience net unbalanced positions as a result of production, transportation and delivery
variances as well as logistical issues associated with inclement weather conditions.

The intent of the Company’s risk management strategy is to hedge the Company’s margin. However, the Company has not designated
nor attempted to qualify for hedge accounting. Thus, changes in the fair values of all of the Company’s derivatives are recognized in
earnings and result in greater potential for earnings volatility.

The fair value of futures contracts is based on quoted market prices obtained from the Chicago Mercantile Exchange. The fair value
of swaps and option contracts is estimated based on quoted prices from various sources, such as independent reporting services,
industry publications and brokers. These quotes are compared to the contract price of the swap, which approximates the gain or loss
that would have been realized if the contracts had been closed out at the period end. For positions where independent quotations
are not available, an estimate is provided, or the prevailing market price at which the positions could be liquidated is used. No such
positions existed as at December 31, 2018 and December 31, 2017. All derivative positions offset existing or anticipated physical
exposures. Price-risk sensitivities were calculated by assuming 15% volatility in crude oil, differentials and NGL related prices,
regardless of term or historical relationships between the contractual price of the instruments and the underlying commodity price.
In the event of an increase or decrease in prices, the fair value of the Company’s derivative portfolio would typically increase or
decrease, offsetting changes in the Company’s physical positions. A 15% favorable change would increase the Company’s net income
by $7.3 million and $6.2 million as of December 31, 2018 and 2017, respectively. A 15% unfavorable change would decrease the
Company’s net income by $7.3 million and $6.2 million as of December 31, 2018 and 2017, respectively. However, these changes may
be offset by the use of one or more risk management strategies.

Interest rate risk. The Company’s long-term debt, excluding the Revolving Credit Facility, accrues interest at fixed interest rates and
accordingly, changes in market interest rates do not expose the Company to future interest cash outflow variability. At December 31,
2018, the Company had $150.0 million drawn under the Revolving Credit Facility which is subject to interest rate risk, as borrowings
bear interest at a rate equal to, at the Company’s option, either the Canadian Prime Rate, U.S. LIBOR, U.S. Base Rate or Canadian
Bankers’ Acceptance Rate, plus an applicable margin based on the Company’s total leverage ratio. At current balances and rates the
interest rate risk is not significant.

Currency exchange risks. The Company’s monetary assets and liabilities in foreign currencies are translated at the period-end rate.
Exchange differences arising from this translation are recorded in the Company’s statement of operations. In addition, currency
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exposures can arise from revenues and purchase transactions denominated in foreign currencies. Generally, transactional currency
exposures are naturally hedged (i.e., revenues and expenses are approximately matched), but, where appropriate, are covered using
forward exchange contracts. All of the foreign currency forward exchange contracts entered into by the Company, although effective
hedges from an economic perspective, have not been designated as hedges for accounting purposes, and therefore any gains and
losses on such forward exchange contracts impact the Company’s earnings. A 5% unfavorable change in the value of the Canadian
dollar relative to the U.S. dollar would affect the fair value of the Company’s outstanding forward currency contracts and options and
would decrease the Company’s net income by $1.9 million and $3.4 million as at December 31, 2018 and 2017, respectively. A 5%
favorable change would increase the Company’s net income by $1.9 million and $3.4 million as at December 31, 2018 and 2017,
respectively. The Company expects to continue to enter into financial derivatives, primarily forward contracts, to reduce foreign
exchange volatility.

As at December 31, 2018, the Company had Snil U.S. dollar denominated debt as part of its draw on its Revolving Credit Facility. Due
to the repayment of USS Notes in 2017 and repayment of U.S dollar Revolving Credit Facility in 2018, the Company has no debt in
foreign currency and as such the currency risk is minimal.

Equity price risk. The Company has equity price and dilution exposure to shares that it issues under its stock based compensation
programs. Gibson uses equity derivatives to manage volatility derived from its stock based compensation programs. These contracts
will mature at the prevailing share prices in accordance with the specific maturities of each contract over a three-year period. As at
December 31, 2018 and 2017, the Company estimates that a 10% increase in the Company’s share price would have resulted in an
increase in the Company’s income of $2.0 million and $1.9 million, respectively. A corresponding decrease in the Company’s share
price would decrease the Company’s net income by $2.0 million and $1.9 million, respectively.

ACCOUNTING POLICIES

Critical accounting estimates

The preparation of consolidated financial statements in conformity with IFRS requires management to make estimates and
assumptions. Predicting future events is inherently an imprecise activity and, as such, requires the use of judgment. Actual results
may vary from estimates in amounts that may be material. An accounting policy is deemed to be critical if it requires an accounting
estimate to be made based on assumptions about matters that are highly uncertain at the time the estimate is made, and if different
estimates that reasonably could have been used, or changes in the accounting estimates that are reasonably likely to occur
periodically, could materially impact the Company’s consolidated financial statements. The Company’s critical accounting policies
and estimates are as follows:

Recoverability of asset carrying values. The Company carries out impairment reviews in respect of goodwill at least annually or if
indicators of impairment exist. The Company also assesses during each reporting period whether there have been any events or
changes in circumstances that indicate that property, plant and equipment, inventories and other intangible assets may be impaired
and an impairment review is carried out whenever such an assessment indicates that the carrying amount may not be recoverable.
Such indicators include changes in the Company’s business plans, changes in activity levels, an increase in the discount rate, the
intention of “holding” versus “selling” and evidence of physical damage. For the purposes of impairment testing, assets are grouped
at the lowest levels for which there are separately identifiable cash flows. Where impairment exists, the asset is written down to its
recoverable amount, which is the higher of the fair value less costs to sell and value in use. Impairments are recognized immediately
in the consolidated statement of operations.

The assessment for impairment entails comparing the carrying value of the asset or cash-generating unit with its recoverable amount;
that is, the higher of fair value less costs to sell and value in use. Value in use is usually determined on the basis of discounted
estimated future net cash flows. However, the determination as to whether and how much an asset is impaired involves management
estimates on highly uncertain matters, such as the outlook for global or regional market supply-and-demand conditions, future
commodity prices, the effects of inflation on operating expenses and discount rates.

Income tax. Income tax expense represents the sum of the income tax currently payable and deferred income tax. Interest and
penalties relating to income tax are also included in income tax expense. Deferred income tax is provided for using the liability method
of accounting. Deferred income tax assets and liabilities are determined based on differences between the financial reporting and
income tax basis of assets and liabilities. These differences are then measured using enacted or substantially enacted income tax
rates and laws that will be in effect when these differences are expected to reverse. The effect of a change in income tax rates on
deferred tax assets and liabilities is recognized in income in the period that the change occurs.
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The computation of the Company’s income tax expense involves the interpretation of applicable tax laws and regulations in many
jurisdictions. The resolution of tax positions taken by the Company can take significant time to complete and in some cases it is
difficult to predict the ultimate outcome. In addition, the Company has carry-forward tax losses in certain taxing jurisdictions that are
available to offset against future taxable profit. However, deferred income tax assets are recognized only to the extent that it is
probable that taxable profit will be available against which the unused tax losses can be utilized. Management judgement is exercised
in assessing whether this is the case. To the extent that actual outcomes differ from management’s estimates, income tax charges or
credits may arise in future periods.

Provisions and accrued liabilities. The Company uses estimates to record liabilities for obligations associated with site restoration on
the retirement of assets and environmental costs, taxes, potential legal claims and other accruals and liabilities.

Liabilities for site restoration on the retirement of assets are recognized when the Company has an obligation to restore the site and
when a reliable estimate of that liability can be made. An obligation may also crystallize during the period of operation of a facility
through a change in legislation or through a decision to terminate operations. The amount recognized is the present value of the
estimated future expenditure determined in accordance with local conditions and requirements. The present value is determined by
discounting the expenditures expected to be required to settle the obligation using a risk-free discount rate. Estimated future
expenditure is based on all known facts at the time and current expected plans for decommissioning. Among the many uncertainties
that may impact the estimates are changes in laws and regulations, public expectations, prices and changes in technology. A
corresponding item of property, plant and equipment of an amount equivalent to the provision is also recorded. This is subsequently
depreciated as part of the asset. Other than the unwinding discount on the provision, any change in the present value of the estimated
expenditure is reflected as an adjustment to the provision and the corresponding item of property, plant and equipment.

Liabilities for environmental costs are recognized when a clean-up is probable and the associated costs can be reliably estimated.
Generally, the timing of recognition of these provisions coincides with the completion of a feasibility study or a commitment to a
formal plan of action. The amount recognized is the best estimate of the expenditure required. Where the liability will not be settled
for a number of years, the amount recognized is the present value of the estimated future expenditure. Estimated future expenditure
is based on all known facts at the time and an assessment of the ultimate outcome. A number of factors affect the cost of
environmental remediation, including the determination of the extent of contamination, the length of time remediation may require,
the complexity of environmental regulations and the advancement of remediation technology.

Other provisions and accrued liabilities are recognized in the period when it becomes probable that there will be a future outflow of
funds resulting from past operations or events and the amount of cash outflow can be reliably estimated. The timing of recognition
and quantification of the liability require the application of judgment to existing facts and circumstances, which can be subject to
change. Since the actual cash outflows can take place many years in the future, the carrying amounts of provisions and liabilities are
reviewed regularly and adjusted to take account of changing facts and circumstances. A change in estimate of a recognized provision
or accrued liability would result in a charge or credit to net income in the period in which the change occurs.

Assets held for sale and discontinued operations. As at December 31, 2018, the Company considered certain businesses and assets as
held-for-sale and discontinued operations (refer to note 8 in the consolidated financial statements). In making these determinations,
the Company used significant judgment in evaluating whether a sale was considered highly probable and considered the progress of
negotiations specific to significant terms of the sales, including the structure of the transaction and if the buyer has substantially
completed their due diligence review. For these businesses and assets these conditions were all met during the year ended December
31, 2018. The Company also used significant judgment in evaluating whether a disposal group represented a major line of business
or geographical area of operations to be reported within discontinued operations, considering if the disposal group is a component
of an entity and its materiality in relation to the reportable segment. These criteria were met for certain disposal groups.

Critical accounting estimates and judgements from adoption of new accounting standards
Critical judgements in determining lease terms

The Company uses hindsight in determining the lease term where a contract contains options to extend or terminate the lease. In
determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. The assessment is reviewed upon a trigger by a significant event or a significant
change in circumstances.
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Impairment provision for financial assets

The impairment provisions for financial assets are based on assumptions related to the risk of default and expected loss. The Company
uses judgement in making these assumptions and selecting the inputs to the impairment calculation, based on the Company’s history,
existing market conditions as well as forward looking estimates at the end of each reporting period.

Estimation uncertainty arising from variable lease payments

Certain leases contain variable payment terms that are linked to the Company’s owner operator costs within our Logistics segment.
Judgment is applied in determination of whether the owner operator arrangement contain variable payment terms. All owner
operator costs that are dependent upon the activity levels are classified as variable payments and all such costs are accounted for as
a single lease component and charged to the consolidated statements of operations as incurred.

Initial adoption of accounting policies

New and amended standards adopted by the Company:

The Company adopted the following new and revised standards, along with any consequential amendments. These changes were
made in accordance with applicable transitional provisions.

. IFRS 2 — Share-based payments (“IFRS 2”), has been amended to address (i) certain issues related to the accounting for cash
settled awards, and (ii) the accounting for equity settled awards that include a “net settlement” feature in respect of
employee withholding taxes. IFRS 2 is effective for annual periods beginning on or after January 1, 2018. The Company has
determined that the adoption of this interpretation did not have a material impact on its consolidated financial statements.

. IFRIC 22 — Foreign currency transactions and advance consideration (“IFRIC 22"), provides guidance on how to determine
the date of the transaction when an entity either pays or receives consideration in advance for foreign currency-
denominated contracts. IFRIC 22 is effective for annual periods beginning on or after January 1, 2018. The Company has
determined that the adoption of this interpretation did not have a material impact on its consolidated financial statements.

. IAS 28 — Investments in associates and joint ventures (“IAS 28”), has been amended to clarify that an entity applies IFRS 9,
including its impairment requirements, to long-term interests in associate or joint venture to which the equity method is
not applied. The amendment to IAS 28 is effective for years beginning on or after January 1, 2018. The Company has
determined that the adoption of this interpretation did not have a material impact on its consolidated financial statements.

. The annual improvements process addresses issues in the 2014-2016 reporting cycles include changes to IFRS 1 — First time
adoption of IFRS, IFRS 7 — Financial instruments: Disclosures, IAS 19 — Employee benefits, IFRS 10 — Consolidated financial
statements and IAS 28 — Investment in associates and joint ventures. This improvement is effective for periods beginning
on or after January 1, 2018. The adoption of these improvements did not have a material impact on the consolidated
financial statements.

Adoption of IFRS 16, IFRS 15, “Revenue from Contracts with Customers” (“IFRS 15”) and IFRS 9, “Financial Instruments” (“IFRS 9”)

As disclosed in the 2018 consolidated financial statements, the Company has evaluated the impact of IFRS 9, IFRS 15, and IFRS 16 and
adopted all three standards as at January 1, 2018.

The Company has taken pro-active measures to review the impacts of the adoption of these standards on our debt covenants
including certain amendments to our covenants which provides an option to adjust for the impact of these standards or to provide a
grandfathering approach. Currently the Company includes the lease liability in the total debt balance and uses the new accounting
standards as a basis to calculate the covenants. Accordingly, the impact of adoption is not considered material on the Company’s
debt covenant calculations.

On January 1, 2018, the Company’s policies and business practices were updated to reflect the changes required by the adoption of
these new standards (refer to note 3 and 4 in the 2018 consolidated financial statements for the updated policies).

IFRS 16 is effective for years beginning on or after January 1, 2019, however the Company has adopted IFRS 16 effective January 1,
2018, concurrent with the adoption date of IFRS 9, and IFRS 15. These standards have been applied retrospectively using the modified
retrospective approach. The modified retrospective approach does not require restatement of prior period financial information as
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it recognizes the cumulative effect as an adjustment to opening retained earnings and applies the standard prospectively. Accordingly,
comparative information in the Company’s consolidated balance sheets, statements of operations, and statements of cash flows is
not restated.

For the three months and year ended December 31, 2018, the following is a summary of material impacts on the results from
continuing and discontinued operations:

- Segment profit from continuing operations increased by $11.2 million and $49.7 million, respectively, segment profit from
discontinued operations increased by $0.4 million and $3.1 million, respectively, and G&A expenses decreased by $2.0
million and $8.2 million, respectively with a total increase of $11.6 million and $52.8 million, respectively in combined
Adjusted EBITDA.

- This was substantially offset by the additional depreciation charge on the right-of use-assets and interest expense for the
lease liabilities.

In addition, the impacts of IFRS 9, 15 and 16, including the new accounting policies adopted as at January 1, 2018 on the balance
sheet are as follows:

As reported as Restated

at December balance as at

31,2017 Adjustments Footnote January 1, 2018
Accounts receivable .......cccoecviveecciee e S 494,901 S 484 (i) S 495,385
INVENTOMIES. ..iieieeiii ettt 169,957 4,765 (ii) 174,722
Trade payables and accrued charges (500,662) 3,329 (ii & iii) (497,333)
Right-of-use asset - 170,548 (iii) 170,548
Contract liabilities - (12,676) (if) (12,676)
Deferred revenue (7,013) 7,013 (if) -
Lease liability — current portion - (43,490) (iii) (43,490)
Lease liability — non-current portion ..........ccceeevvevveennenn. - (129,344) (iii) (129,344)
Retained deficit (earnings) .... 1,251,416 (629) (i &ii) 1,250,787
[ ] 7 | TR $ 1,408,599 S - S 1,408,599

Footnotes
(i) Financial instruments
The Company carries the following categories of financial assets subject to IFRS 9’s expected credit losses model:

e Trade receivables
e Net investments in finance leases

The Company has revised its impairment methodology under IFRS 9 for the above noted classes of assets and applied the simplified
approach on all trade receivables which requires the use of the lifetime expected loss provisions for expected credit losses. For lease
receivables, the Company used the general approach which requires the recognition of twelve-month expected loss provisions for
expected credit losses on lease receivables subject to credit risk as at January 1, 2018. Where such lease receivables have had a
significant increase in credit risk since initial recognition but no objective evidence of impairment, lifetime expected loss provisions
are used with interest calculated on the gross carrying amount of the receivable balance. Where objective evidence of impairment
exists, interest is calculated on the carrying amount, net of the impairment. At December 31, 2018, there were no material changes
to the credit risk on lease receivables.

There was no impact to the classification of the Company’s financial assets from the adoption of IFRS 9.
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(ii) Revenue recognition

In previous reporting periods, wholesale product revenues associated with the sales of roofing flux products owned by the Company
were recognized at the time of shipment when the risk of ownership and loss are passed to the customer. Under IFRS 15, where the
revenue contract provides a right to invoice prior to the physical delivery of the product, the Company will defer such revenues and
recognize a contract liability, until such time when the product has been physically delivered and the transfer of control has occurred.

(iii) Leases

On adoption of IFRS 16, the Company has recognised lease liabilities in relation to all lease arrangements measured at the present
value of the remaining lease payments from commitments disclosed as at December 31, 2017, adjusted by commitments in relation
to arrangements not containing leases, short-term and low-value leases, discounted using the Company’s incremental borrowing rate
as of January 1, 2018. The associated right-of-use assets were measured at the amount equal to the lease liability on January 1, 2018,
adjusted by the amount of any prepaid or accrued lease payments relating to that lease recognised in the statement of financial
position immediately before the date of transition, with no impact on retained earnings.

New standards and interpretations issued but not yet adopted:

. The annual improvements IAS 19 — Employee benefits (“IAS 19”), has been amended to (i) require current service cost and
netinterest for the period after the re-measurement to be determined using the assumptions used for the re-measurement,
and (ii) clarify the effect of a plan amendment, curtailment or settlement on the requirements regarding the asset ceiling.
The amendment to IAS 19 is effective for the years beginning on or after January 1, 2019. The Company is currently assessing
the impact of this amendment.

. IFRS 3 — Business Combinations (“IFRS 3”), has been amended to revise the definition of a business to include an input and
a substantive process that together significantly contribute to the ability to create outputs. The amendment to IFRS 3 is
effective for the years beginning on or after January 1, 2020. The Company is currently assessing the impact of this
amendment.

. IAS 1 — Presentation of financial statements (“IAS 1”) and IAS 8 — Accounting policies, changes in accounting estimates and
errors (“IAS 8”), have been amended to (i) use a consistent definition of materiality throughout IFRSs and the Conceptual
Framework for Financial Reporting; (ii) clarify the explanation of the definition of material; and iii) incorporate guidance in
IAS 1 regarding immaterial information. The amendments to IAS 1 and IAS 8 are effective for the years beginning on or after
January 1, 2020.

DISCLOSURE CONTROLS & PROCEDURES

As part of the requirements mandated by the Canadian securities regulatory authorities under National Instrument 52-109-
Certification of Disclosure in Issuers' Annual and Interim Filings ("NI 52-109"), the Company’s Chief Executive Officer ("CEQ") and the
Chief Financial Officer ("CFQO") have evaluated the design and operation of the Company's disclosure controls and procedures
("DC&P"), as such term is defined in NI 52-109, as at December 31, 2018. The CEO and CFO are also responsible for establishing and
maintaining internal controls over financial reporting, ("ICFR"), as such term is defined in NI 52-109. In making its assessment,
management used the Committee of Sponsoring Organizations of the Treadway Commission framework in Internal Control —
Integrated Framework (2013) to evaluate the design and effectiveness of internal control over financial reporting. These controls are
designed to provide reasonable assurance regarding the reliability of the Company’s financial reporting and compliance with IFRS.
The Company’s CEO and CFO have evaluated, or caused to be evaluated under their supervision, the design and operational
effectiveness of such controls as at December 31, 2018.

Based on the evaluation of the design and operating effectiveness of the Company’s DC&P and ICFR, the CEO and the CFO concluded
that Gibson DC&P and ICFR were effective as at December 31, 2018. There have been no changes in ICFR that occurred during the
period beginning January 1, 2018 and ended on December 31, 2018 that has materially affected or is reasonably likely to materially
affect Gibson ICFR.
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RISK FACTORS

Shareholders and prospective investors should carefully consider the risk factors noted below before investing in Gibson securities,
as each of these risks may negatively affect the trading price of Gibson securities, the amount of dividends paid to shareholders and
the ability of Gibson to fund its debt obligations, including debt obligations under its outstanding Debentures and any other debt
securities that Gibson may issue from time to time. For a further discussion of the risks identified in this MD&A, other risks and trends
that could affect Gibson performance and the steps that Gibson takes to mitigate these risks, readers are referred to Gibson AlIF,
which is available on SEDAR at www.sedar.com.

Hazards and Operational Risks

The Company’s operations are subject to the many hazards inherent in the transportation, storage, processing, treating and
distribution of crude oil, NGLs and petroleum products, including:

e explosions, fires and accidents, including road and rail accidents;

e damage to the Company’s tanker trucks, pipelines, storage tanks, terminals and related equipment;

e ruptures, leaks or releases of crude oil or petroleum products into the environment;

e  acts of terrorism or vandalism; and

e other accident or hazards that may occur at or during transport to, or from, commercial or industrial sites.

If any of these events were to occur, the Company could suffer substantial losses because of the resulting impact on the Company’s
reputation, personal injury or loss of life, severe damage to and destruction of property, equipment, information technology systems,
related data and control systems, environmental damage, which may include polluting water, land or air, resulting in curtailment or
suspension of the related operations. Mechanical malfunctions, faulty measurement or other errors may also result in significant
costs or lost revenues.

Market and Commodity Price Risk

The Company’s business includes activities related to product storage, terminalling and hub services. These activities expose the
Company to certain risks including that the Company may experience volatility in revenue and impairments related to the book value
of stored product, due to the fluctuations in commodity prices. Primarily, the Company enters into contracts to purchase and sell
crude oil, NGLs and refined products at floating market prices. The prices of the products that are marketed by the Company are
subject to volatility as a result of factors such as seasonal demand changes, extreme weather conditions, market inventory levels,
general economic conditions, changes in crude oil markets and other factors. The Company manages its risk exposure by balancing
purchases and sales to lock-in margins; however, the Company may not be successful in balancing its purchases and sales. Also, in
certain situations, a producer or supplier could fail to deliver contracted volumes or could deliver in excess of contracted volumes or
a purchaser could purchase less than contracted volumes. Any of these actions could cause the Company’s purchases and sales to be
unbalanced. While the Company attempts to balance its purchases and sales, if its purchases and sales are unbalanced, the Company
will face increased exposure to commodity price risks and could have increased volatility in its operating income and cash flow.
Notwithstanding the Company’s management of price and quality risk, marketing margins for commodities can vary and have varied
significantly from period to period. This variability could have an adverse effect on the results of the Company.

Since crude oil margins can be earned by capturing spreads between different qualities of crude oil, the Company’s crude oil
marketing business is subject to volatility in price differentials between crude oil streams and blending agents. Due to this volatility,
the Company’s margins and profitability can vary significantly. The Company expects that commodity prices will continue to fluctuate
significantly in the future. The Company utilizes financial derivative instruments as part of its overall risk management strategy to
assist in managing the exposure to commodity prices, as well as interest rates and foreign exchange risks. For example, as NGL and
refined product prices are somewhat related to the price of crude oil, crude oil financial contracts are one of the more common price
risk management strategies that the Company uses. Also, with respect to crude oil, the Company manages its exposure using WTI
based futures, options and swaps. These strategies are subject to basis risk between the prices of crude oil streams, WTI, NGL and
refined product values and, therefore, may not fully offset future price movements. Furthermore, there is no guarantee that these
strategies and other efforts to manage marketing and inventory risks will generate profits or mitigate all the market and inventory
risk associated with these activities. If the Company utilizes price risk management strategies, the Company may forego the benefits
that may otherwise be experienced if commodity prices were to increase. In addition, any non-compliance with the Company’s
trading policies could result in significantly adverse financial effects. To the extent that the Company engages in these kinds of
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activities, the Company is also subject to credit risks associated with counterparties with whom the Company has contracts. The
Company does not trade financial instruments for speculative purposes.

Reputation

The Company relies on its reputation to build and maintain positive relationships with its stakeholders, to recruit and retain staff, and
to be a credible, trusted company. Reputational risk is the potential for negative impacts that could result from the deterioration of
the Company’s reputation with key stakeholders. The potential for harming the Company’s corporate reputation exists in every
business decision and public interaction, which in turn can negatively impact the Company’s business and its securities. Reputational
risk cannot be managed in isolation from other forms of risk. Credit, market, operational, insurance, liquidity, regulatory,
environmental and legal risks must all be managed effectively to safeguard the Company’s reputation. Negative impacts from a
compromised reputation could include revenue loss, reduction in customer base and diminution of share price.

Decommissioning, Abandonment and Reclamation Costs

The Company is responsible for compliance with all applicable laws and regulations regarding the decommissioning, abandonment
and reclamation of the Company’s facilities and pipelines at the end of their economic life, the costs of which may be substantial. It
is not possible to predict these costs with certainty since they will be a function of regulatory requirements at the time of
decommissioning, abandonment and reclamation. The Company may, in the future, be required by applicable laws or regulations to
establish and fund one or more decommissioning, abandonment and reclamation reserve funds to provide for payment of future
decommissioning, abandonment and reclamation costs, which could decrease funds available to the Company to execute its business
plan and service its debt obligations. In addition, such reserves, if established, may not be sufficient to satisfy such future
decommissioning, abandonment and reclamation costs and the Company will be responsible for the payment of the balance of such
costs.

Legislative and Regulatory Changes

The Company’s industry is highly regulated. There can be no guarantee that laws and other government programs relating to the oil
and gas industry, the energy services industry and the transportation industry will not be changed in a manner which directly and
adversely affects the Company’s business. There can also be no assurance that the laws, regulations or rules governing the Company’s
customers will not be changed in a manner which adversely affects the Company’s customers and, therefore, the Company’s business.
In addition, the Company’s pipelines and facilities are potentially subject to common carrier and common processor applications and
to rate setting by regulatory authorities in the event agreement on fees or tariffs cannot be reached with producers. To the extent
that producers believe processing fees or tariffs with respect to pipelines and facilities are too high, they may seek rate relief through
regulatory means. If regulations were passed lowering or capping the Company’s rates and tariffs, the Company’s results of
operations and cash flows could be adversely affected.

Petroleum products that the Company stores and transports are sold by the Company’s customers for consumption into the public
market. Various federal, provincial, state and local agencies have the authority to prescribe specific product quality specifications for
commodities sold into the public market. Changes in product quality specifications or blending requirements could reduce the
Company’s throughput volume, require the Company to incur additional handling costs or require capital expenditures. For instance,
different product specifications for different markets impact the fungibility of the products in the Company’s system and could require
the construction of additional storage. If the Company is unable to recover these costs through increased revenues, the Company’s
cash flows could be adversely affected. In addition, changes in the quality of the products the Company receives on its petroleum
products pipeline system could reduce or eliminate the Company’s ability to blend products.

The Company’s cross-border activities are subject to additional regulation, including import and export licenses, tariffs, Canadian and
U.S. customs and tax issues and toxic substance certifications. Such regulations include the Short Supply Controls of the Export
Administration Act, the United States-Mexico-Canada Agreement, the Toxic Substances Control Act and the Canadian Environmental
Protection Act, 1999. Violations of these licensing, tariff and tax reporting requirements could result in the imposition of significant
administrative, civil and criminal penalties.

In addition, local, consumption and income tax laws relating to the Company may be changed in a manner which adversely affects
the Company.
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Capital Project Delivery and Success

The Company has a number of organic growth projects that require the expenditure of significant amounts of capital. Many of these
projects involve numerous regulatory, environmental, commercial, weather-related, political and legal uncertainties that will be
beyond the Company’s control. As these projects are undertaken, required regulatory and other approvals may not be obtained, may
be delayed or may be obtained with conditions that materially alter the expected return associated with the underlying projects.
Moreover, the Company will incur financing costs during the planning and construction phases of its growth projects, but the
operating cash flow the Company expects these projects to generate will not materialize until after the projects are completed. These
projects may be completed behind schedule or in excess of budgeted cost. For example, the Company must compete with other
companies for the materials and construction services required to complete these projects, and competition for these materials or
services could result in significant delays and/or cost overruns. Any such cost overruns, or unanticipated delays in the completion or
commercial development of these projects, could reduce the Company’s liquidity. The Company may construct facilities or other
assets in anticipation of market demand that dissipates during the intervening period between project conception and delivery to
market or never materializes. As a result of these uncertainties, the anticipated benefits associated with the Company’s capital
projects may not be lower than expected.

Regulatory Approvals

The Company’s operations require it to obtain approvals from various regulatory authorities and there are no guarantees that it will
be able to obtain all necessary licenses, permits and other approvals that may be required to conduct its business. In addition,
obtaining certain approvals from regulatory authorities can involve, among other things, stakeholder and Aboriginal consultation,
environmental impact assessments and public hearings. Regulatory approvals obtained may be subject to the satisfaction of certain
conditions, including, but not limited to: security deposit obligations; ongoing regulatory oversight of projects; mitigating or avoiding
project impacts; habitat assessments; and other commitments or obligations. Failure to obtain applicable regulatory approvals or
satisfy any of the conditions thereto on a timely basis on satisfactory terms could result in delays, abandonment or restructuring of
projects and increased costs.

Environmental and Health and Safety Regulations

Each of the Company’s segments is subject to the risk of incurring substantial costs and liabilities under environmental and health
and safety laws and regulations. These costs and liabilities arise under increasingly stringent environmental and health and safety
laws, including regulations and governmental enforcement policies and legislation, and as a result of third party claims for damages
to property or persons arising from the Company’s operations. Environmental laws and regulations impose, among other things,
restrictions, liabilities and obligations in connection with the generation, handling, storage, transportation, treatment and disposal
of hazardous substances and waste and in connection with spills, releases and emissions of various substances into the environment.
Environmental laws and regulations also require that pipelines, facilities and other properties associated with the Company’s
operations be constructed, operated, maintained, abandoned and reclaimed to the satisfaction of applicable regulatory authorities.
Health and safety laws and regulations impose, among other things, requirements designed to ensure the protection of workers and
to limit the exposure of persons to certain hazardous substances. In addition, certain types of projects may be required to submit
and obtain approval of environmental impact assessments, to obtain and maintain environmental permits and approvals and to
implement mitigative measures prior to the implementation of such projects.

Failure to comply with environmental and health and safety laws and regulations, including related permits and approvals, may result
in assessment of administrative, civil and criminal penalties, the issuance of regulatory or judicial orders, the imposition of remedial
obligations such as clean-up and site restoration requirements, the payment of deposits, liens, the amendment, suspension or
revocation of permits and approvals and the potential issuance of injunctions to limit or cease operations. If the Company were
unable to recover these costs through increased revenues, the Company’s ability to meet its financial obligations could be adversely
affected.

Some of the Company’s facilities have been used for many years to transport, distribute or store petroleum products. Over time the
Company’s operations, or operations by the Company’s predecessors or third parties not under the Company’s control, may have
resulted in the disposal or release of hydrocarbons or wastes at or from these properties upon which the facilities are situated or
along over pipeline rights-of-way. In addition, some of the Company’s facilities are located on or near current or former refining and
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terminal sites, and there is a risk that contamination is present on those sites. The Company may be subject to strict joint and several
liability under a number of these environmental laws and regulations for such disposal and releases of hydrocarbons or wastes or the
existence of contamination, even in circumstances where such activities or conditions were caused by third parties not under the
Company’s control or were otherwise lawful at the time they occurred.

Further, the transportation of hazardous materials and/or other substances in the Company’s pipelines or by truck or rail may result
in environmental damage, including accidental releases that may cause death or injuries to humans, damage to third parties and
natural resources, and/or result in federal and/or provincial civil and/or criminal penalties that could be material to the Company’s
results of operations and cash flow.

The Company engages in operations which handle hazardous materials. As a result of these and other activities, the segment is subject
to a variety of federal, state, local and foreign laws and regulations relating to the generation, transport, use handling, storage,
treatment and exposure to and disposal of these materials, including record keeping, reporting and registration requirements. The
Company has incurred and expects to continue to incur expenditures to maintain compliance with environmental laws and
regulations. Moreover, some or all of the environmental laws and regulations to which the Company is subject could become more
stringent or be more stringently enforced in the future. Its failure to comply with applicable environmental laws and regulations and
permit requirements could result in civil or criminal fines or penalties or enforcement actions, including regulatory or judicial orders
enjoining or curtailing operations or requiring corrective measures or remedial actions.

Certain environmental laws, including the Comprehensive Environmental Response, Compensation and Liability Act (“CERCLA”) and
comparable state laws in the U.S., impose joint and several liability, without regard to fault or legality of the operations, on certain
categories of persons, including current and prior owners or operators of a facility where there is a release or threatened release of
hazardous substances, transporters of hazardous substances and entities that arranged for disposal of the hazardous substances at
the site. Under CERCLA, these “responsible persons” may be held jointly and severally liable for the costs of cleaning up the hazardous
substances, as well as for damages to natural resources and for the costs of certain health studies, relocation expenses and other
response costs.

CERCLA generally exempts “petroleum” from the definition of hazardous substance; however, in the course of the Company’s
operations, the Company has accepted, handled, transported and/or generated materials that are considered “hazardous
substances.” Further, hazardous substances or hazardous wastes may have been released at properties owned or leased by the
Company now or in the past, or at other locations where these substances or wastes were taken for treatment or disposal. Given the
nature of the Company’s environmental services business, it has incurred, and will in the future periodically incur, liabilities under
CERCLA or other environmental cleanup laws, at its current or former facilities, adjacent or nearby third party facilities, or offsite
disposal locations. There can be no assurance that the costs associated with future cleanup activities that the Company may be
required to conduct or finance will not be material. Additionally, the Company may become liable to third parties for damages,
including personal injury and property damage, resulting from the disposal or release of hazardous substances into the environment.

Failure to comply with environmental regulations could have an adverse impact on the Company’s reputation. There is also risk that
the Company could face litigation initiated by third parties relating to climate change or other environmental regulations.

Demand for Crude Oil and Petroleum Products

Any sustained decrease in demand for crude oil and petroleum products in the markets the Company serves could result in a
significant reduction in the volume of products and services that the Company provides and thereby could significantly reduce cash
flow and revenues. Factors that could lead to a decrease in market demand include:

e lower demand by consumers for refined products, including asphalt and wellsite fluids, as a result of recession or other
adverse economic conditions or due to high prices caused by an increase in the market price of crude oil, which is subject to
wide fluctuations in response to changes in global and regional supply over which the Company has no control;

e an increase in fuel economy, whether as a result of a shift by consumers to more fuel-efficient vehicles, technological
advances by manufacturers, governmental or regulatory actions or otherwise;

e provincial, state and federal legislation either already in place or under development requiring the inclusion of ethanol and
use of biodiesel which may negatively affect the overall demand for crude oil products;
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e |ower demand by the oil and gas drilling industry for products such as drilling mud additives and for wellsite fluids as a result
of legislation regulating hydraulic fracturing currently being considered by the U.S. Congress, a number of U.S. states and
the Province of Quebec;

e technological advances in the production and longevity of fuel cells and solar, electric and battery-powered engines; and

e fluctuations in demand for crude oil, such as those caused by refinery downtime or shutdowns.

The Company cannot predict and does not have control over the impact of future economic and political conditions on the energy
and petrochemical industries, which, in turn, could affect the demand for crude oil and petroleum products. As a result of decreased
demand, the Company may experience a decrease in the Company’s margins and profitability.

FORWARD-LOOKING INFORMATION

Certain statements contained in this MD&A constitute forward-looking information, as such term is defined under applicable Canadian
securities laws (“forward-looking information”). These statements relate to future events or the Company’s future performance. All
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statements other than statements of historical fact are forward-looking information. The use of any of the words “anticipate”, “plan”,
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“contemplate”, “continue”, “aim”, “target”, “must”, “commit”, “estimate”’, “expect”, “intend”, “propose”, “might”, “may”’, “will”’,
“shall”, “project”, “should”, “could”, “would”, “believe”, “predict”, “forecast”, “pursue”, “potential” and “capable” and similar
expressions are intended to identify forward-looking information. These statements involve known and unknown risks, uncertainties
and other factors that may cause actual results or events to differ materially from those anticipated in such forward-looking
information. No assurance can be given that these expectations will prove to be correct and such forward-looking information included
in this MD&A should not be unduly relied upon. These statements speak only as of the date of this MD&A. In particular, this MD&A

contains forward-looking information pertaining to the following:

e the realization of perceived benefits and ability to close the sale of assets and businesses as per the Company’s plans;

e the timing, the amount of proceeds from sale of non-core businesses, the closing thereof, along with the execution of planned
capital programs;

e achieving the targets including but not limited to segment profits, payout ratio and leverage ratio as discussed under the strategy
section;

e the addition or disposition of assets and changes in the services to be offered by the Company;

e the Company’s projections relating to target segment profit, distributable cash flow, distributable cash flow per share, and total
cash flow;

* the Company’s projections relating to target leverage and payout ratios;

e the Company's investment in new equipment, technology, facilities and personnel;

e the Company's growth strategy to expand in existing and new markets including the anticipated benefits from the Company’s
basin strategy;

e the availability of sufficient liquidity for planned growth;

e new technology and drilling methodology being deployed towards conventional and unconventional production within the
Company's operating areas;

* uncertainty and volatility relating to crude prices and price differentials between crude oil streams and blending agents;

* increased crude oil production and exploration activity on shore in North America, including from the Canadian oil sands;

*  the expansion of midstream infrastructure in North America to handle increased production and expansion of capacity in the U.S.
refining complex to handle heavier crude oil from the WCSB;

e the effect of competition in regions of North America and its impact on downward pricing pressure and regional crude oil price
differentials among crude oil grades and locations;

e the effect of market volatility on the Company's marketing revenues and activities;

e the Company's ability to pay down and retire indebtedness;

* the Company's plans for additional strategic acquisitions, capital expenditures or other similar transactions, including the costs
thereof;

* in-service dates for new storage capacity and new projects being constructed by the Company;

e the Company's planned hedging activities;

e the Company's projections of commodity purchase and sales activities;

e the Company's projections of currency and interest rate fluctuations;

e The Company’s projections with respect to the adoption and implementation of new accounting standards and policies;
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e the realization of anticipated benefits from the implementation of cost saving measures;
e the Company’s projections of dividends; and
e the Company's dividend policy.

With respect to forward-looking information contained in this MD&A, assumptions have been made regarding, among other things:

e future growth in world-wide demand for crude oil and petroleum products;

e crude oil prices;

* no material defaults by the counterparties to agreements with the Company;

e the Company's ability to obtain qualified personnel, owner-operators, lease operators and equipment in a timely and cost-efficient
manner;

e the regulatory framework governing taxes and environmental matters in the jurisdictions in which the Company conducts and
will conduct its business;

e changes in credit ratings applicable to the Company;

* operating costs;

e future capital expenditures to be made by the Company;

e the Company's ability to obtain financing for its capital programs on acceptable terms;

e the Company's future debt levels;

e the impact of increasing competition on the Company;

e the impact of future changes in accounting policies on the Company’s consolidated financial statements;

e the Company’s ability to successfully implement the plans and programs disclosed in the Company’s new strategy;

e the Company’s ability to divest of its non-core businesses on acceptable terms, and the timing therefore; and

e the Company'’s ability to transition to a focused oil infrastructure growth company.

In addition, this MD&A may contain forward-looking information attributed to third party industry sources. The Company does not
undertake any obligations to publicly update or revise any forward-looking information except as required by applicable Canadian
securities laws. Actual results could differ materially from those anticipated in forward-looking information as a result of numerous
risks and uncertainties including, but not limited to, the risks and uncertainties described in “Forward-Looking Information” and “Risk
Factors” included in the Company’s Annual Information Form dated March 4, 2019 as filed on SEDAR at www.sedar.com and available
on the Gibson website at www.gibsonenergy.com.

NON-GAAP FINANCIAL MEASURES

This MD&A refers to certain financial measures that are not determined in accordance with IFRS. Combined Revenue, Combined
Segment Profit, Adjusted EBITDA from continuing operations and discontinued operations, Adjusted EBITDA from combined
operations, Pro Forma Adjusted EBITDA from continuing operations, Pro Forma Adjusted EBITDA from discontinued operations and
combined operations, distributable cash flow from continued and combined operations are not measures recognized under IFRS and
do not have standardized meanings prescribed by IFRS and, therefore, may not be comparable to similar measures reported by other
entities. Management considers these to be important supplemental measures of the Company’s performance and believes these
measures are frequently used by securities analysts, investors and other interested parties in the evaluation of companies in industries
with similar capital structures. See “Results of Continuing Operations” and “Results of Discontinued Operations”” for a reconciliation
of Segment Profit to net income (loss), the IFRS measure most directly comparable to Segment Profit. See “Summary of Quarterly
Results” for a reconciliation of Adjusted EBITDA from continuing, discontinued, and combined operations to Segment Profit from
continuing, discontinued and combined operations. Distributable cash flow from continuing and combined operations is used to assess
the level of cash flow generated from ongoing operations and to evaluate the adequacy of internally generated cash flow to fund
dividends. See “Distributable Cash Flow” for a reconciliation of distributable cash flow to cash flow from operations, the IFRS measure
most directly comparable to distributable cash flow.

Readers are encouraged to evaluate each adjustment and the reasons the Company considers it appropriate for supplemental
analysis. Readers are cautioned, however, that these measures should not be construed as an alternative to net income (loss)
determined in accordance with IFRS as an indication of the Company’s performance.
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Independent auditor’s report

To the Shareholders of Gibson Energy Inc.

Our opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of Gibson Energy Inc. and its subsidiaries (together, the Company) as at December 31,
2018 and 2017, and its financial performance and its cash flows for the years then ended in accordance with
International Financial Reporting Standards (IFRS).

What we have audited
The Company's consolidated financial statements comprise:

° the consolidated balance sheets as at December 31, 2018 and 2017,

° the consolidated statements of operations for the years then ended;

° the consolidated statements of comprehensive income (loss) for the years then ended;

° the consolidated statements of changes in equity for the years then ended;

° the consolidated statements of cash flows for the years then ended; and

° the notes to the consolidated financial statements, which include a summary of significant

accounting policies.

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the consolidated financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical
responsibilities in accordance with these requirements.

Other information

Management is responsible for the other information. The other information comprises the Management's
Discussion and Analysis and the information, other than the consolidated financial statements and our
auditor's report thereon, included in the annual report.

PricewaterhouseCoopers LLP
111 5th Avenue SW, Suite 3100, East Tower, Calgary, Alberta, Canada T2P 5L3
T: +1403 509 7500, F: +1 403 781 1825, www.pwc.com/ca

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Our opinion on the consolidated financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of management and those charged with governance for the
consolidated financial statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is necessary
to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company'’s financial reporting process.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with Canadian generally accepted auditing standards will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.



Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Company to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

The engagement partner on the audit resulting in this independent auditor’s report is Khurram Asghar.

%W@M LLP

Chartered Professional Accountants

Calgary, Alberta
March 4, 2019



Gibson Energy Inc.
Consolidated Balance Sheets

(tabular amounts in thousands of Canadian dollars, except per share amounts)

As at December 31,

2018 2017

Assets

Current assets
Cash and cash EQUIVAIENTS ......cceieiiieiieere ettt ettt et eae et e e ereeereenns S 95,301 S 32,138
Trade and other receivables (NOTE 5).......ui it e 283,816 494,901
INVENTOIIES (NOTE B) ..neeviieeeiiee ettt ettt e et e ettt e e et e e e eabe e e eeabeeeeeabeeeeeaseeeeeeaneeas 85,629 169,957
INCOME TaXES FECEIVADIE ... e - 11,102
Prepaid and OTher @SSELS. ... ..o iiciiiiee ettt e et e e e e e s eatra e e e e e e e snrreaees 11,618 18,401
Net investment in finance 1€aSes (NOTE 7) ..eveicveeeecieieciee e e 1,156 1,828
Assets held for Sale (NOLE 8).....uiiiiiiiee et e e e s e e e sare e e e 209,438 -
B oY= | oUT =] oL A= T =] A RPN 686,958 728,327

Non-current assets
Property, plant and equipment (NOtE 10) ....c..cociieiviiiiieeee ettt 1,424,211 1,619,688
Right-0f-USE @SSETS (NOTE L11) .o e e e e e s e s e s e s e sesenesenanans 99,180 -
Long-term prepaid and other assets (NOTE 12) covvveveeeeeeeeeeeeeeeeeeeeeeeee e 4,803 7,364
Net investment in fiINANCE 1€aSES (NOTE 7) eeeeeeeeeeeeeeeeeeeeeeeeeeeee et e e e e e e s eeesee e e e ne s 154,206 118,020
Deferred income tax assets (NOTE 22) ..uiiuiiieiciee e e e 35,874 75,221
INtANGIDIE ASSETS (NOTE 13) e s s s s s 41,996 33,849
(€Yo Te I 1N (Yo X =N 1 I 362,348 381,965
TOLAl NON-CUITENT @SSEES .uuuvruurerirrrrrureriierrrrrersierererererersrerererererererererarararerarererarersrsrersrreeeens 2,122,618 2,236,107

TORAL @SSOES ....eeeieeeeei ettt et e et e e e et e e s e ee s s e teeesaaeeesaraeeesanreeeseaaeeseaateeeanretesaraeesaraeens S 2,809,576 S 2,964,434

Liabilities

Current liabilities
Trade payables and accrued charges (NOtE 18) ....cvccvvevveieeiiiniiie ettt e S 365,410 S 500,662
INCOME 1aXES PAYADIES ... e e e e aaaes 66,083 -
Dividends payable (NOTE 21) .......eoeieie et ettt eeaa e e aree s 47,704 47,257
(D LT =Yo SNV 10 [ - 7,013
Contract liabilities (NOTE 4).....ueei e e e e e e ere e e eanees 15,451 -
Lease liabilities — current portion (NOtE 16) .......cececviieriiiieiriiee e e 36,200 -
Liabilities related to assets held for sale (NOtE 8) ......ceveveeeeiiiiicceee e 58,813 -
TOtal CUITENT [HADIITEIES .uvvvvereieiiiiiitiiiiiiiitittti et babarerebeeeeeeabasasararerssessrasessssssseeeenrans 589,661 554,932

Non-current liabilities
LoNg-term debt (NOTE 15).....uii ettt et et e e ettt eete e e e be e e eeaaeeeeanaeans 1,039,578 1,118,119
Lease liabilities — non-current portion (NOTE 16).......cccovuieeeiiiieeiiiee et 72,871 -
Convertible debentures (NOTE 17)....cccuiieieciee ettt e e e saae e e eaees 92,466 89,919
ProViSiONS (NOTE 19) e s s s e s s s e s s s s s s e sesass 162,811 183,527
Other long-term liabilities (NOTE 20) ....ccvvvvviiiiiiiiiiieeeeeeeeeeeeee s 16,319 6,512
Deferred income tax liabilities (NOTE 22) ..o e 77,640 100,823
Total NON-CUITENTt [1ailiTi@S . .uuuuereieiiiiiiiiieiiieieiiie bbb erererereeeaararabesarareserarsrereeerees 1,461,685 1,498,900
B o] =Y B =] 1A =TT S 2,051,346 S 2,053,832

Equity
Share Capital (NOTE 21) .ocuiee e e e e e e e st e e e rae e e eneeeeenreeaeans 1,955,146 1,932,103
CoNtribULEd SUIPIUS cooeeeeeeeeeeeeeee e 44,461 48,706
Accumulated other comprehensive INCOME ......ccouvvveiiiiiiciiieeee e 41,650 174,186
Convertible debentures (NOTE 17) .....ccuiii ettt e eeanes 7,023 7,023
D= £ ol | AT OO (1,290,050) (1,251,416)
TOTAl EOUITY tuvuvurururrriiiiiiiiriiireteret eraterarereaerererere———erereesaarararererarersrsrsrssssssssssssnssssssssrsrsrsrnrens 758,230 910,602

Total liabilities and @QUILY ..........cceiiivieiirie ettt sreeeaeeesaeeeenree s S 2,809,576 S 2,964,434

Commitments and contingencies (note 31)

See accompanying notes to the consolidated financial statements

Approved by the Board of Directors:

(signed) “James M. Estey” (signed) “Marshall L. McRae”

James M. Estey (Director) Marshall L. McRae (Director)
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Gibson Energy Inc.
Consolidated Statements of Operations

(tabular amounts in thousands of Canadian dollars, except per share amounts)

Year ended
December 31,
2018 2017
Continuing operations (note 8)
Y U=l (a1 L= 3 ) TSR S 6,846,589 S 5,659,646
Cost Of 5ales (NOTES 24 AN 25) .. .eueiieeieee ettt e et e et e e e e te e e e aaeeeeaneees 6,543,958 5,512,256
GrOSS PrOfit..ceeeeeiiiiiiiiiiiiciieiitererneeeeeerrreennsseeeeeeeennnasssssssseeennsssssssseeeennssssssssseesannnnsssssnseennn 302,631 147,390
General and administrative expenses (Notes 24 and 25)........cccceeeiiireeeiiieecciiiee et 69,013 85,144
Impairment of E0OdWIill (NOTE 14) ......oii it e e e e reae e e s rae e e enreeeeanes 20,479 69,414
Other operating iNCOME (NOLE 26) ....cccuvieeeiee e et ee e e scee e et e e e sta e e s e eraee e s taeeeensreeesnneeas (2,091) (1,423)
Operating iNCoME (l0SS) ....cceiiiiiiiiiiiiiiiiiiiiiiisrrrsssssssssssss s s s s s s s s s s s s s s s s s s s s s s s s s s s s s s s s s s s ssssssssssssnsnnnns 215,230 (5,745)
FINANCe COStS, NET (NOLE 15) .oiiiiiiieeiiiieeciee e ecee e et e et e e et e e e st e e s s e e e e s treeeesaeeesanaeeesnsaeeeennes 78,492 118,785
Income (loss) before iNCOME taXes........uuueeeeeeeeennnnnnnnnnnnnnnnnnnnnnnnnnnsnsssssssssssssssnnsssssnsnssssssssnnnes 136,738 (124,530)
Income tax expense (reCoVery) (NOTE 22) ...ttt e 55,613 (58,204)
Net income (loss) from continUiNg OPerations..........ccccvcceerriiiiiicsssnnneeeeissicssssneeesesssssssnnneens S 81,125 S (66,326)
Net income from discontinued operations, after tax (NOte 8).....c.eeeeeueeeeciiiiieciiee e, 69,923 110,461
NET INCOME ..eeeeeeeeeeeeeeeeeeueeeeeeeeeeeseaseessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnnsnnsnnnnnnnnen S 151,048 S 44,135
Earnings/(loss) per share (note 27)
Basic earnings (loss) per share from continuing operations ........ccccevvveerceeriieeniieenieeneeens S 0.57 S (0.47)
Basic earnings per share from discontinued operations.........ccecceevieiniieeniieniieniee e 0.48 0.78
BaSiC @arNINGS PO SNAE...ciiiiiiiiiiieerie ettt ettt e s be e st e e st e e sateenaeeeares S 1.05 S 0.31
Diluted earnings (loss) per share from continuing operations..........cceceeveeervieenieeriieenneens S 0.56 S (0.47)
Diluted earnings per share from discontinued operations ..........ccoceevveeniieeniiernieenienieenns 0.46 0.76
Diluted arnings PEr SNAIE .......cii i e e e ee e e e e e s e et ae e e e e e eeanns S 1.02 S 0.29

See accompanying notes to the consolidated financial statements
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Gibson Energy Inc.
Consolidated Statements of Comprehensive Income (Loss)

(tabular amounts in thousands of Canadian dollars, except per share amounts)

Year ended
December 31,
2018 2017
(note 8)
N TNCOMIC. ...ttt e e e et e et e e e et et e s eeaaeeesaraeeseasaeeesasseeeesanaeessareeesansaeesaseeeens S 151,048 S 44,135
Other cOMPreRenSIVE 0SS..............ooiiiiiii e e e et e e e saea e e e e ennes
Items that may be reclassified subsequently to statement of operations
Exchange differences on translating foreign operations — continuing operations.............. 12,518 (19,684)
Other comprehensive income from discontinued operations.........cccccceeeeeeieciiiieeeeeececenns 5,373 -
Reclassification of foreign currency translation gain on disposal of foreign operations
(ML 8) ettt et e et e e et e e e et e e e ebe e e e e tbeeeeaaeeeeeatbeeeeanbeeeeatraeaeaareaaans (143,601) (7,219)
Items that will not be reclassified to statement of operations
Remeasurements of post-employment benefit obligation, net of tax ($2.9 million) ......... (6,826) (6)
Other comprehensive 10ss, Net Of £aX.........c.cooviiiiiiiiiii e (132,536) (26,909)
COMPreNENSIVE INCOME...........ooouviieiiicieeceee ettt e e et eeete e e eteeebeseeteeeabeeesareenseeen S 18,512 S 17,226

See accompanying notes to the consolidated financial statements
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Gibson Energy Inc.

Consolidated Statements of Changes in Equity

(tabular amounts in thousands of Canadian dollars, except per share amounts)

Accumulated

Share other
capital Contributed comprehensive Convertible
(note 21) surplus income (loss) debentures Deficit Total Equity
Balance —January 1, 2017.................... $1,909,032 S 46,899 S 201,089 S 7,151 $ (1,107,075) $1,057,096
Net inCoOMEe ...vvueeeeeeeeeiceeeeeeeeeee e, - - - - 44,135 44,135
Other comprehensive loss, net of tax... - - (26,903) - (6) (26,909)
Comprehensive (loss) income.. - - (26,903) - 44,129 17,226
Share based compensation.......... - 22,056 - - - 22,056
Convertibles debentures —tax........... - - - (128) - (128)
Proceeds from exercise of stock
OPLIONS e 2,822 - - - - 2,822
Reclassification of contributed
surplus on issuance of awards
under equity incentive plan.......... 20,249 (20,249) - - - -
Dividends on common shares ($0.33
per common share).......cccceeeveevveeennen, - - - - (188,470) (188,470)
Balance — December 31, 2017.............. $ 1,932,103 S 48,706 S 174,186 S 7,023 S (1,251,416) S 910,602
Balance —January 1, 2018...........ccceeuut $1,932,103 S 48,706 S 174,186 S 7,023 S (1,251,416) S 910,602
Impact of change in accounting policy
(NOLE 4) e - - - - 629 629
Restated balance —January 1, 2018 .... 1,932,103 48,706 174,186 7,023 (1,250,787) 911,231
Net iNCOME ...uuurei e - - - - 151,048 151,048
Reclassification of foreign currency
translation gain on disposal of foreign
operations (Note 8) ......ccceceevevercvrerrnnnnns - - (143,601) - - (143,601)
Other comprehensive income, net of
L) PP PP PPPPPPPPPPRN - - 11,065 - - 11,065
Comprehensive (loss) income............... - - (132,536) - 151,048 18,512
Share based compensation................. - 17,742 - - - 17,742
Proceeds from exercise of stock
OPLIONS ceeeiiriieee e 1,056 - - - - 1,056
Reclassification of contributed
surplus on issuance of awards
under equity incentive plan.......... 21,987 (21,987) - - - -
Dividends on common shares ($0.33
per common share).......cccceevveevvveennnn, - - - - (190,311) (190,311)
Balance — December 31, 2018.............. $ 1,955,146 S 44,461 S 41,650 S 7,023 S (1,290,050) S 758,230

See accompanying notes to the consolidated financial statements
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Gibson Energy Inc.
Consolidated Statements of Cash Flows

(tabular amounts in thousands of Canadian dollars, except where noted)

Cash flows from operating activities
Net income (loss) from continUiNg OPErations .........cccceeeciiiieeeiiiieciiiee e e
Adjustments for non-cash items (NOTE 33) ...ueiiiiiiieieiiie et et
Changes in items of working capital (note 33)
Income taxes received, net (note 33)
Cash provided by operating activities from continuing operations ..........ccccceevvevevcceeeeecnenn.
Cash provided by operating activities from discontinued operations (note 8) ........cc.ccccuuuee..
Net cash provided by operating activities ..............ccccceooiiii i
Cash flows from investing activities
Purchase of property, plant and equUipmMEeNt ........oocciiiiiiie e
Acquisitions, net of cash acquired (NOtE 9) ....uueviiiiieeeciei e
Purchase of iNtangible @SSEtS .....c..viieuiiiiiiiie e e
Proceeds from net assets held for sale, net (NOte 8)......ccueeeecieiiiciee i,
Proceeds 0N Sale Of @SSELS ...ciiiiiiiiiiiiie ittt e e s e e e
Cash used in investing activities from continuing operations..........ccceccvvieeieiieciiiiieeee e
Cash provided by investing activities from discontinued operations (note 8) ..............c.........
Net cash (used in) provided by investing activities ...............cccccvvveniiienie e,
Cash flows from financing activities
Payment of shareholder dividends..........ccccuiiiiiiiiiciiii e
[N =T g o =1 o JA 1= AU PR
Proceeds from exercise of StoCk OPLiONS ........uvviiiiiiiciiiiiee e
Finance lease payments (NOTE 16) .......ccoiuiiiieiiiiieiiie et ettt e et e e et ee e e eraee e e reeeenes
Proceeds from issuance of long-term debt, net of COSt .....cccvviviieiiiiiiece s
Repayment of long-term debt, net of COSt ......oiiiviiiiiiiiie e
Proceeds from (repayment of) credit facilities, Net........ccceecveririieeccieeeee s
Settlement of financial instruments not affecting operating activities (note 15) ..............
Cash used in financing activities from continuing operations ........cccccccvivveeeeciie e,
Cash used in financing activities from discontinued operations (note 8) ........ccccceeecvveeevveenne
Net cash used in financing actiVities .............ccoccvii i
Net increase (decrease) in cash and cash equivalents ................ccccoeeeiiiieccic e,
Effect of exchange rate on cash and cash equivalents .........ccccccvevevciiee e
Cash and cash equivalents — beginning of year ........cccccciii i
Cash and cash equivalents —end of year ............ccccooviiiiiiii e

See accompanying notes to the consolidated financial statements

Year ended
December 31,
2018 2017
(note 8)
$ 81,125 $  (66,326)
381,663 268,923
50,222 (27,325)
14,076 -
527,086 175,272
36,652 22,107
563,738 197,379
(224,440) (157,555)
(41,656) -
(4,051) (5,735)
41,811 -
13,834 3,094
(214,502) (160,196)
107,777 416,016
(106,725) 255,820
(189,880) (187,985)
(68,924) (87,177)
1,056 2,822
(49,792) -
- 590,452
- (1,024,007)
(84,657) 230,180
- (2,218)
(392,197) (477,933)
(3,056) -
(395,253) (477,933)
61,760 (24,734)
1,403 (3,287)
32,138 60,159
$ 95,301 $ 32,138

See note 33 for supplemental disclosures and reconciliation of movements of financial liabilities to cash flows arising from

financing activities
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Gibson Energy Inc.
Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

1

Description of the business and segmented disclosure

Gibson Energy Inc. (“Gibson Energy” or the “Company”) was incorporated pursuant to the Business Corporations Act (Alberta) on
April 11, 2011. The Company is incorporated in Alberta and domiciled in Canada. The address of the Company’s principal place of
business is 1700, 440 Second Avenue S.W., Calgary, Alberta, Canada. The Company’s common shares are traded on the Toronto Stock
Exchange under the symbol “GEI”.

The Company had the following principal subsidiaries as at December 31, 2018:

Name Nature of entity Name Nature of business

Gibson Energy Inc. Ultimate Parent Company Moose Jaw Refinery ULC Crude oil processing

Gibson Energy ULC Holding Company Gibson Energy Trucking Ltd. Transportation

Gibson (U.S.) Acquisitionco Corp.  Holding Company Gibson Energy Partnership Wholesale, transportation and
storage

The Company’s reportable segments are:

(1) Infrastructure, which includes a network of oil infrastructure assets that include oil terminals, rail loading and unloading facilities,
injection stations, gathering pipelines, a crude oil processing facility, and procession, recovery, and disposal (“PRD”) terminals.
The primary facilities within this segment include the terminals located at Hardisty and Edmonton, which are the principal hubs
for aggregating and exporting oil and refined products out of the Western Canadian Sedimantary Basin; gathering pipelines,
which are connected to the Hardisty Terminal; an infrastructure position located in the United States (“U.S.); and a crude oil
processing facility in Moose Jaw, Saskatchewan (the “Moose Jaw Facility”). The Moose Jaw Facility is impacted by maintenance
turnarounds typically occurring within the spring period. The PRD business is dependent upon the drilling activity in various areas
of operations and as a result, the PRD business is impacted by seasonality due to road bans as part of spring break-up.

(2) Logistics, which represents the U.S. Truck Transportation business due to Canadian Truck Transportation being classified as a
discontinued operation during the third quarter of 2018. This segment provides truck transportation services that allow the
Company to service its customers’ needs between the wellhead and the end market and includes providing hauling services for
crude for many of North America’s leading oil and gas producers.

(3) Wholesale, which involves the purchasing, selling, storing and optimization of hydrocarbon products, including crude oil, natural
gas liquids, road asphalt, roofing flux, frac oils, light and heavy straight run distillates, combined vacuum gas oil, and an oil-based
mud product as part of supplying the Moose Jaw Facility, marketing it refined products and helping to drive volumes through
the Company’s key infrastructure assets. This segment earns margins by providing aggregation services to producers and/or by
capturing locational, quality or time-based opportunities. The Wholesale segment sources the majority of its hydrocarbon
products from Western Canada and markets those products throughout U.S. and Canada. Canadian road asphalt activity, related
to refined products, is affected by the impact of weather conditions on road construction. Road asphalt demand peaks during
the summer months when most of the road construction activity in Canada takes place. In the off-peak demand months for road
asphalt, the demand for roofing flux continues. Demand for wellsite fluids is dependent on overall well drilling and completion
activities, with activity normally the busiest in the winter months. Demand for propane and other natural gas liquids is also
highest in the colder months of the year.

This reporting structure provides a direct connection between the Company’s operations, the services it provides to customers and
the ongoing strategic direction of the Company.

These reportable segments of the Company have been derived because they are the segments: (a) that engage in business activities
from which revenues are earned and expenses are incurred; (b) whose operating results are regularly reviewed by the Company’s
chief operating decision maker to make decisions about resources to be allocated to each segment and assess its performance; and
(c) for which discrete financial information is available. The Company has aggregated certain operating segments into the above
noted reportable segments through examination of the Company's performance which is based on the similarity of the goods and
services provided and economic characteristics exhibited by these operating segments. Accounting policies used for segment
reporting are consistent with the accounting policies used for the preparation of the Company’s consolidated financial statements.
Inter-segmental transactions are eliminated upon consolidation and the Company does not recognize margins on inter-segmental
transactions.
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Gibson Energy Inc.
Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

Year ended December 31, 2018 *

Infrastructure Logistics Wholesale Total
Statement of operations
Revenue
External .....coooveeeeiiieceieeeeeee, S 259,865 S 30,932 S 6,555,792 S 6,846,589
Inter-segmental 131,762 17,588 586,921 736,271
External and inter-segmental ....... 391,627 48,520 7,142,713 7,582,860
Segment profit (10SS).....cccceevvereerennee. S 283,489 S (7,513) S 211,111 S 487,087
Corporate & other reconciling items
Depreciation and impairment of property, plant and eQUIPMENT .....cceeiiieriiecie e s e e e e s 143,160
Depreciation Of FghTt-0f-USE SSELS ......iiiiiiiieciece e e e e e te e s st e e teesseeenbeesseeeseesaseeseesnenenseean 43,184
Amortization and impairment of iNtaNGIDIE @SSELS ........iiiiiiiiiiiii e et e e e tae e e 10,870
IMPAIrmMent of BOOAWIIl (NOTE 14) ....cuviiieeiieetee ettt ettt et e et e et e et e e s be e beesabeeetaesabe e seeeaseessseeabeessseenseesaseeaseessseenseens 20,479
GENETral AN AAMINISTIATIVE ...uvvvieiiiiiciiiiieie ettt eeerre e e eeetre e e e eeesabereeeeeeesbtbaaeeesesassbessaeessasstsasesesesassbeseseeesassareneeens 32,155
Y Tl o T ol 4 aT'o Y= o FY- Y o o P RRSRRRRN 19,124
Corporate foreign EXChANEE ZAIN ....eiiciiicie et e et e s e e te e saeeeseessee e teeenseeseeenseessseenseesneeenseesnseenseennnes (2,089)
RN T g A=) 1= o YT o 1= OO TS PP RO PPPPPN 74,089
Foreign exchange 10Ss 0N 10NG-LEIM DT ......cccuiiiiiiiiicie e et e st e e sb e e e s btee s s sabeeesabeeesbeeasansaeas 4,403
Loss on sale of net assets held for Sale (NOTE 8) .....cc.ui ittt e et e e et e e e et e e e e ebee e e eaeeeeennaeas 4,974
Net income from continuing operations before income tax .... 136,738
INCOME TAX EXPENSE (NOTE 22) .. .uieeieeeeeeieeeeteestee st estee et esteeeteesseesaseesseeanseessseasseeaseeesseesnseeseeanseessseanseensseenseesnseenseesssenssenn 55,613
Net income from CONTINUING OPEIAtIONS ....uviiiiiiiiiiiie ettt ettt et et e e e st e e e be e e s bteeesataeeesabeeesbteeaassseeesabeeessesesansreas 81,125
Net income from discontinued operations, after taX (NOTE 8) .......icvuieiiiiiiierie ettt e sr et esreesbaesaeeeree s 69,923
NET INCOME frOM OPEIATIONS ...uiiiiiiiiiiiiii ettt ettt e e et e et e e e e reb e e e sbbeeeaatae e e abeeesabbeeaastseeessbesesaseaeaassseeesabeeesseseeansreas S 151,048

Year ended December 31, 2017 %2

Infrastructure Logistics Wholesale Total
Statement of operations
Revenue
External ....cccocoveeeeiiiiiieeeeee, S 205,561 S 66,137 S 5,387,948 S 5,659,646
Inter-segmental........cccccceevveeennnen. 131,340 8,568 429,304 569,212
External and inter-segmental........ 336,901 74,705 5,817,252 6,228,858
Segment profit (10SS)......cceevrervervennenn S 235,276 S (4,103) S 30,585 S 261,758
Corporate & other reconciling items
Depreciation and impairment of property, plant and @QUIPMENT ........cooiiiiiiiiiieiieccee et e e 100,837
Amortization and impairment of iNtaNGIDIE @SSELS ........iiiiiiiiiiiii e rte e e aae e e 23,340
IMPAIrmMent of BOOAWIIl (NOTE 14) ....cueiiiieiiie ettt ettt ete e et e st e e teestbe e beesabeeetaesabe e seeeabaessseeabeessseentaesareenseessseenseenn 69,414
(T L= = I e Lo [ a1 a1 o = LA 50,016
Y TN o T ol 4 a1 o Y=Y 4 LY=o o PSSR 23,244
Corporate foreign exchange loss ..... 652
Interest expense, net ......occvveeeenn. 77,081
Debt extinguishment costs, net ............... 60,492
Foreign exchange gain on long-term debt (18,788)
Net loss from continuing operations before INCOME TAX ......iicvirieeiieiie e e e e et e et esnr e e sreeseeeneeeas (124,530)
INCOME TAX FECOVEIY (NOTE 22) ..viiiivieiiieieeetieeitee sttt eeteesbeesteeeteesteesbeessaeessaestseeaseesaseesaesaseenseseaseesssesabeesseensaesaseeseessseeseens (58,204)
Net 105S from CONTINUING OPEIAtIONS .....ccveiiieeitieiiecciee et eetee et ste e et e steeeteestbeebeestbeeetaesabe e seeeaseesssesabeessseessaesaseenseessseenseens (66,326)
Net income from discontinued operations, after taX (NOTE 8) .....icciecieiiieriieie e e e eneee s 110,461
[N LT TaTeleTa =T feYaa T e oY1= 1o -3 S 44,135

Gibson Energy 55

Consolidated Financial Statements



Gibson Energy Inc.
Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

The breakdown of additions to property, plant and equipment and intangible assets by reportable segments are as follows:

Twelve months ended December 31

2018 20172

Property, Property,
plant and Intangible plant and Intangible
equipment Assets equipment Assets
INFrastrUCTUNE ..c.uveieciiie et S 265,751 S 20,241 S 161,326 S 2,849
[0 =4 ) 4oL PP UPPPRRRt 4,497 - 493 114
WHhOIESAIE ..ottt 650 - 1,093 35
COIPOTAtE ..eiiiiiiiiciiiee ettt 1,423 2,493 2,932 3,213
TOTAl ettt as S 272,321 S 22,734 S 165,844 S 6,211

1. Due to the adoption of new accounting standards effective January 1, 2018 as discussed in note 4, the comparative information has not been
restated and, therefore, the results may not be comparable.

2. Comparative period segment information was restated to reflect the results of continuing operations separately from discontinued
operations. See note 8 for further details.

Geographic Data

Based on the location of the end user, approximately 21% and 20% of revenue was from customers in the U.S. for the year ended
December 31, 2018 and 2017, respectively.

The Company’s non-current assets, excluding investment in finance leases and deferred tax assets, are primarily concentrated in
Canada with 5% and 12% in the U.S. at December 31, 2018 and 2017, respectively.

2 Basis of preparation and statement of compliance

These consolidated financial statements have been prepared in compliance with International Financial Reporting Standards (“IFRS”)
as set out in the Handbook of the Canadian Institute of Chartered Professional Accountants and as issued by the International
Accounting Standards Board (“IASB”).

Certain reclassifications of prior year amounts have been made to conform to the current year presentation and current information
presented are not comparable due to the adoption of new IFRS as discussed in note 4 and the presentation of continuing operations
separately from discontinued operations as discussed in note 8.

These consolidated financial statements are presented in Canadian dollars, the Company’s functional currency, and all values are
rounded to the nearest thousands of dollars, except where indicated otherwise. All references to $ are to Canadian dollars and
references to USS are to U.S. dollars.

These consolidated financial statements were approved for issuance by the Company’s board of directors (“Board”) on March 4,
2019.

3 Significant accounting policies

The significant accounting policies applied in the preparation of these consolidated financial statements are set out below. The
policies discussed in note 3 and 4 have been consistently applied to the applicable years presented.

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention except for certain items that are
recorded at fair value on a recurring basis as required by the respective accounting standards.
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Basis of consolidation

These consolidated financial statements include the results of the Company and its subsidiaries together with its interest in joint
operations.

Subsidiaries are all entities over which the Company has control. The Company controls an entity when the Company is exposed to,
or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns through its power
over the entity. Subsidiaries are fully consolidated from the date on which control is transferred to the Company and continue to be
consolidated until the date control ceases. All intercompany transactions, balances, income and expenses are eliminated on
consolidation.

Joint arrangements are classified as either joint operations or joint ventures depending on the contractual rights and obligations of
each investor. The Company has assessed the nature of its joint arrangements and determined them to be joint operations and
accordingly, the Company has recognized its proportionate share of revenues, expenses, assets and liabilities relating to these joint
operations.

Foreign currency translation

The financial statements for each of the Company’s subsidiaries and joint operations are prepared using their functional currency.
The functional currency is the currency of the primary economic environment in which an entity operates. The presentation and
functional currency of the parent company is Canadian dollars. Assets and liabilities of foreign operations are translated into Canadian
dollars at the market rates prevailing at the balance sheet date. Operating results are translated at the average rates for the period.
Exchange differences arising on the consolidation of the net assets of foreign operations are recorded in other comprehensive income
(loss).

Foreign currency transactions are translated into the functional currency using exchange rates prevailing at the transaction date.
Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and from the translation at period
end exchange rates of monetary assets and liabilities denominated in currencies other than an entity’s functional currency are
recognized in the consolidated statements of operations.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method of accounting. The cost of an acquisition is measured as the
cash paid and the fair value of other assets given, equity instruments issued and liabilities incurred or assumed at the date of
exchange. For acquisitions achieved in stages, previously held equity interests in the acquired company are remeasured at the
acquisition date fair value and the resulting gain or loss is recognized in the consolidated statements of operations. Direct costs
incurred by the Company in connection with an acquisition, such as finder’s fees, advisors, legal, accounting, valuation and other
professional or consulting fees, are expensed as general and administrative expenses when incurred. The acquired identifiable assets,
liabilities and contingent liabilities are measured at their fair values at the date of acquisition. Any excess of the cost of acquisition
plus the amount of any non-controlling interest in the acquiree, and the acquisition date fair value of the acquirer’s previously held
equity interest, if any, over the net fair value of the identifiable assets, liabilities and contingent liabilities acquired is recognized as
goodwill. Any deficiency of the cost of acquisition below the fair values of the identifiable net assets acquired is credited to the
consolidated statements of operations in the period of acquisition.

Any contingent consideration to be transferred by the Company is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration that are deemed to be an asset or liability are recognised in the consolidated
statements of operations. Contingent consideration that is classified as equity is not re-measured, and its subsequent settlement is
accounted for within equity.

At the acquisition date, any goodwill acquired is allocated to each of the operating segments expected to benefit from the
combination’s synergies. Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
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Intangible assets
Intangible assets are stated at cost, less accumulated amortization and accumulated impairment losses.

An intangible asset acquired as part of a business combination is measured at fair value at the date of acquisition and is recognized
separately from goodwill if the asset is separable or arises from contractual or other legal rights and its fair value can be measured
reliably. Intangible assets acquired separately from a business are carried initially at cost. The initial cost is the aggregate amount
paid and the fair value of any other consideration given to acquire the asset.

Intangible assets with a finite life are amortized on a straight-line basis over their expected useful lives as follows:

(OIS o] g 1= g =1 = YA o] 1] T o 13U 1-12years
(WoYqY=2 =T s a W oV o] 0 [=T g ole] o L - [l £-J0 N P PP PP PN 6 —10years
Technology, SOftWAre anNd lICENSE .....ccccuuiii ettt e e e e e e et e e e st e e e sabeeeeaseeeessaeesssbeeeastaeesanseeesnsseeenn 3 -7 years

The expected useful lives and method of amortization of intangible assets are reviewed on an annual basis and, if necessary, changes
in expected useful life are accounted for prospectively.

The carrying value of intangible assets is reviewed for impairment whenever events or changes in circumstances indicate carrying
value may not be recoverable.

Property, plant and equipment
Property, plant and equipment is stated at cost, less accumulated depreciation and accumulated impairment losses.

The initial cost of an asset comprises its purchase price or construction cost, any costs directly attributable to bringing the asset into
operation, the initial estimate of any decommissioning obligation, if any, and, for qualifying assets, borrowing costs. The purchase
price or construction cost is the aggregate amount paid and the fair value of any other consideration given to acquire the asset.

Expenditure on major maintenance refits or repairs comprises the cost of replacement assets or parts of assets, inspection costs and
overhaul costs. Where an asset or part of an asset that was separately depreciated is replaced and it is probable that future economic
benefits associated with the item will flow to the Company, the expenditure is capitalized and the carrying amount of the replaced
asset is derecognized. Inspection costs associated with major maintenance programs are capitalized and amortized over the period
to the next inspection. All other maintenance costs are expensed as incurred.

Depreciation is charged so as to write off the cost of assets, other than assets that are work in progress, using the straight-line method
over their expected useful lives.

The useful lives of the Company’s property, plant and equipment are as follows:

BUITAINES . .ttt e b et b e s a et e s h et e b et e bt e e bee s b e e e ab e e sh b e e eab e e b et e bt e e b et e beesabe e s b e e eabeesnneeneas 10 - 20 years
(Lo [UT] 10 41T o LA P PR RRRROON 3 —-20vyears
[200] 1T a = o Yo RS 5—23 years
[T o= TR =T Yo o I elo ] o o [Tt o] o K3 SRR 8 — 20 years
L 101 RS PSRUSPRE 20— 33 years
........................................................................................................................................................................... 7 — 25 years

15 —-25 years

The expected useful lives, method of depreciation and residual values of property, plant and equipment are reviewed on an annual
basis and, if necessary, changes are accounted for prospectively.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected to arise
from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the item) is included in the consolidated statements of operations in the period
the item is derecognized.
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Impairments

The Company carries out impairment reviews in respect of goodwill at least annually or if indicators of possible impairment exist.
The Company also assesses during each reporting period whether there have been any events or changes in circumstances that
indicate that property, plant and equipment and intangible assets may be impaired and an impairment review is carried out whenever
such an assessment indicates that the carrying amount may not be recoverable. Such indicators include, but are not limited to
changes in the Company’s business plans, economic performance of the assets, changes in commodity prices leading to lower activity
levels, an increase in the discount rate and evidence of physical damage. For the purposes of impairment testing, assets are grouped
at the lowest levels for which there are separately identifiable cash inflows. Where impairment exists, the asset is written down to
its recoverable amount, which is the higher of the fair value less costs of disposal (FVLCD) and its value in use (VIU). Impairments are
recognized immediately in the consolidated statements of operations.

The assessment for impairment entails comparing the carrying value of the asset or cash-generating unit with its recoverable amount,
that is, the higher of FVLCD and VIU. VIU is usually determined on the basis of discounted estimated future net cash flows. In
determining FVLCD, recent market transactions are taken into account, if available. In the absence of such transactions, an
appropriate valuation model is used.

An impairment loss in respect of goodwill is not reversible in the future. In respect of other assets, an impairment loss is reversed if
there has been a triggering event which indicates a change in the recoverable amount. If there is a trigger that impairment loss
recognized in the prior periods for an asset other than goodwill may no longer exist or may have decreased, the impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortization, if no impairment loss had been previously recognized.

Assets held for sale and discontinued operations

Non-current assets are classified as held for sale if their carrying amounts will be recovered through a sale transaction rather than
through continuing use. This condition is met when the sale is highly probable and the asset is available for immediate sale in its
present condition.

Non-current assets and disposal groups are classified and presented as discontinued operations if the assets or disposal groups are

disposed of or classified as held for sale and:

- the assets or disposal groups are a major line of business or geographical area of operations;

- the assets or disposal groups are part of a single coordinated plan to dispose of a separate major line of business or geographical
area of operations; or

- the assets or disposal groups are a subsidiary acquired solely for the purpose of resale.

The assets or disposal groups that meet these criteria are measured at the lower of the carrying amount and FVLCD with impairments
recognized in the consolidated statements of operations, except for deferred tax assets that are recognized for tax loss carry-forwards
to the extent that the realization of the related tax benefit through future taxable profits is probable. An impairment loss is recognized
for any initial or subsequent write-down of the asset (or disposal group) to fair value less costs to dispose. Non-current assets held
for sale are presented separately in current assets and liabilities within the consolidated balance sheet. Assets held for sale are not
depreciated, depleted or amortized. The comparative period consolidated balance sheet is not restated.

The results of discontinued operations are shown separately in the consolidated statements of operations and cash flows and
comparative figures are restated.
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Inventories

Inventories are carried at the lower of cost and net realizable value, with cost determined using a weighted average cost method.
Net realizable value is the estimated selling price less applicable selling expenses. If carrying value exceeds net realizable amount, a
write down is recognized. The write down may be reversed in a subsequent period if the circumstances which caused it no longer
exist.

Provisions and contingencies

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation. Where appropriate, the future cash flow estimates are adjusted to reflect risks specific to the
liability.

If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a pre-
tax rate that reflects current market assessments of the time value of money. Where discounting is used, the increase in the provision
due to the passage of time is recognized within finance costs.

A contingent liability is disclosed where the existence of an obligation will only be confirmed by future events or where the amount
of the obligation cannot be measured reliably and outflow of cash is less than remote. Contingent assets are not recognized, but are
disclosed when an inflow of economic benefits is probable.

Decommissioning

Liabilities for site restoration on the retirement of assets are recognized when the Company has an obligation to restore the site, and
when a reliable estimate of that liability can be made. An obligation may also crystallize during the period of operation of a facility
through a change in legislation or through a decision to terminate operations. The amount recognized is the present value of the
estimated future expenditure determined in accordance with local conditions and requirements. The present value is determined by
discounting the expenditures expected to be required to settle the obligation using a risk-free discount rate. Actual expenditures
incurred are charged against the accumulated liability.

A corresponding item of property, plant and equipment of an amount equivalent to the provision is also created. The amount
capitalized in property, plant and equipment is depreciated over the useful life of the related asset. Increases in the decommissioning
liabilities resulting from the passage of time are recognized as a finance cost in the consolidated statements of operations. Other
than the unwinding of the discount on the provision, any change in the present value of the estimated expenditure is reflected as an
adjustment to the provision and the corresponding item of property, plant and equipment.

Environmental liabilities

Environmental liabilities are recognized when a remediation is probable and the associated costs can be reliably estimated. Generally,
the timing of recognition of these provisions coincides with the completion of a feasibility study or a commitment to a formal plan
of action. The amount recognized is the best estimate of the expenditure required. Where the liability will not be settled for a number
of years, the amount recognized is the present value of the estimated future expenditure using a risk-free discount rate.

Employee benefits
Defined benefit pension plan

The liability recognised in respect of defined benefit plans is the present value of the defined benefit obligation at the end of the
reporting period less the fair value of plan assets. The defined benefit obligation is calculated annually by independent actuaries
using the projected unit credit method. The present value of the defined benefit obligation is determined by discounting the
estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which
the benefits will be paid, and that have terms to maturity approximating to the terms of the related pension obligation.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to equity
in other comprehensive income (loss) in the period in which they arise.
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Past-service costs or credits are recognised immediately in the consolidated statements of operations.
Defined contribution pension plans

The Company’s defined contribution plans are funded as specified in the plans and the pension expense is recorded as the benefits
are earned by employees and funded by the Company.

Share-based payments

The Company’s equity incentive plan allows for the granting of stock options, restricted share units with time based vesting (RSUs)
and performance share units (PSUs) with performance based vesting conditions and deferred share units (DSUs) that vest on the
date such employee redeems the DSUs after their cessation of employment with the Company.

The fair value of grants made under the employee share award plan is measured at the date of grant of the award. The resulting cost,
as adjusted for the expected and actual level of vesting of the awards, is expensed over the period in which the awards vest.

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extent to which the vesting period
has expired and management’s best estimate of the number of equity instruments that will ultimately vest.

The movement in the cumulative expense since the previous balance sheet date is recognized in the consolidated statements of
operations with a corresponding impact to contributed surplus.

The fair value of RSUs, PSUs and DSUs is equal to the Company’s five day weighted average share price at the date of grant.

The fair value of options is measured by using the Black-Scholes model. The Black-Scholes option valuation model was developed for
use in estimating the fair value of traded options that have no vesting restrictions and are fully transferable and it requires the input
of highly subjective assumptions. Expected volatility of the stock is based on a combination of the historical stock price of the
Company and also of comparable companies in the industry. The expected term of options represents the period of time that options
granted are expected to be outstanding. The risk-free rate is based on the Government of Canada’s Canadian Bond Yields with a
remaining term equal to the expected life of the options used in the Black-Scholes valuation model.

Termination benefit

The Company recognizes termination benefits as an expense when it is demonstrably committed to either terminating the
employment of current employees according to a detailed formal plan without possibility of withdrawal, or providing benefits as a
result of an offer made to encourage voluntary termination.

Income taxes

Income tax expense represents the sum of the income tax currently payable and deferred income tax. Interest and penalties relating
to income tax are included in interest expense.

The income tax currently payable is based on the taxable income for the period. Taxable income differs from net income as reported
in the consolidated statements of operations because it excludes items of income or expense that are taxable or deductible in other
periods and it further excludes items that are never taxable or deductible. The Company’s liability for current income tax is calculated
using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred income tax is provided for using the liability method of accounting. Deferred income tax assets and liabilities are determined
based on differences between the financial reporting and income tax basis of assets and liabilities. These differences are then
measured using enacted or substantially enacted income tax rates and laws that will be in effect when these differences are expected
to reverse. The effect of a change in income tax rates on deferred tax assets and liabilities is recognized in income in the period that
the change occurs. Deferred income tax assets are recognized for tax loss carry-forwards to the extent that the realization of the
related tax benefit through future taxable profits is probable.
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Cost of sales

Cost of sales includes the cost of finished goods inventory (including depreciation, amortization and impairment charges), processing
costs, costs related to transportation, inventory write downs and reversals, and gains and losses on derivative financial instruments
relating to commodities.

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which
are assets that take a substantial period of time to get ready for their intended use or sale, are added to the cost of those assets,
until such time as the assets are substantially ready for their intended use or sale. All other borrowing costs are recognized in the
consolidated statements of operations in the period in which they are incurred.

Per share amounts

Basic per share amounts are calculated using the weighted average number of shares outstanding during the year. Diluted per share
amounts are calculated giving effect to the potential dilution that would occur if stock options and other equity awards were
exercised or converted into common shares.

Segmental reporting

The Company determines its reportable segments based on the nature of its operations, which is consistent with how the business
is managed and results are reported to the chief operating decision maker. Each operating segment also uses a measure of profit
and loss that represents segment profit. The chief operating decision maker, who is responsible for resource allocation and assessing
performance of the operating segments, has been identified as the President and Chief Executive Officer.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Company’s accounting policies. Estimates and
judgements are continually evaluated and are based on historical experience and other factors, including expectations of future
events that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The preparation of financial statements requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities as well as the disclosure of contingent assets and liabilities at the balance sheet date and the reported amounts
of revenues and expenses during the reporting period. Actual outcomes could differ from those estimates. The estimates and
assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are addressed below.

Impairment assessment of non-financial assets

The Company tests annually whether goodwill of an operating segment has suffered any impairment, in accordance with the
Company’s accounting policy. The recoverable amounts of the operating segments are determined based on the higher of VIU and
FVLCD calculations that require the use of estimates. The Company also assesses whether there have been any events or changes in
circumstances that indicate that property, plant and equipment and other intangible assets may be impaired and an impairment
review is carried out whenever such an assessment indicates that the carrying amount may not be recoverable.

In the impairment analysis of the Company’s assets, some of the key assumptions used in estimating future cash flows include
revenue growth, future commodity prices, expected margin, expected sales volumes, cost structures and the outlook of market
supply and demand conditions appropriate to the local circumstances and macro-economic environment. These assumptions and
estimates are uncertain and are subject to change as new information becomes available. Changes in economic conditions can also
affect the rate used to discount future cash flow estimates.
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Provisions

Accruals for decommissioning and environmental remediation are recorded when it is considered probable and the costs can be
reasonably estimated. A number of factors affect the cost of environmental remediation, including the determination of the extent
of contamination, the length of time remediation may require, the complexity of environmental regulations and the advancement
of technology. Considering these factors, the Company has estimated the costs of remediation, which are likely to be incurred in
future years. The Company believes the provisions made for environmental matters are adequate, however it is reasonably possible
that actual costs may differ from the estimated accrual, if the selected methods of remediation do not adequately reduce the
contaminates and if further remedial action is required. The Company uses third-party environmental evaluators, where determined
necessary, to obtain the estimates of the decommissioning and environmental provision.

Critical judgements in applying the Company’s accounting policies
Assets held for sale and discontinued operations

As at December 31, 2018, the Company considered certain businesses and assets as held-for-sale and discontinued operations (refer
to note 8, Assets and liabilities held for sale). In making these determinations, the Company used significant judgment in evaluating
whether a sale was considered highly probable and considered the progress of negotiations specific to significant terms of the sales,
including the structure of the transaction and if the buyer has substantially completed their due diligence review. For these
businesses and assets these conditions were all met during the year ended December 31, 2018. The Company also used significant
judgment in evaluating whether a disposal group represented a major line of business or geographical area of operations to be
reported within discontinued operations, considering if the disposal group is a component of an entity and its materiality in relation
to the reportable segment. These criterias were met for certain disposal groups.

Identification of cash-generating unit (“CGU”)

For the purposes of impairment testing, assets are grouped at the lowest levels of integrated assets that generate identifiable cash
inflows that are largely independent of the cash inflows of other assets or groups of assets, termed as a CGU. The allocation of assets
into a CGU requires significant judgment and interpretations with respect to the integration between assets, the existence of active
markets, similar exposure to market risks, shared infrastructures and the way in which management monitors the operations.

Investment in finance leases

In determining whether certain of the Company’s long-term tank storage arrangements are, or contain, a lease, the Company must
use judgement in assessing whether if the arrangement conveys the right to control the use of an identified asset for a period of time
in exchange for consideration. Where such rights do not exist, the arrangement is considered a service contract. For those
arrangements considered to be a lease, further judgement is required to determine whether if substantially all of the significant risks
and rewards of ownership are transferred to the customer or remain with the Company, to appropriately account for the
arrangement as a finance or operating lease. These judgements can be significant as to how the Company classifies amounts related
to the arrangements as property, plant and equipment or net investment in finance lease on the balance sheet. The Company has
determined, based on the terms and conditions of these arrangements, that the substantial risks and rewards to the ownership of
certain storage tanks have been transferred to the customer, and accordingly, these storage tanks have been recognized as an
investment in finance lease.

Current and deferred taxation

The computation of the Company’s income tax expense involves the interpretation of applicable tax laws and regulations in many
jurisdictions. The resolution of tax positions taken by the Company can take significant time to complete and in some cases it is
difficult to predict the ultimate outcome. In addition, the Company has carry-forward tax losses in certain taxing jurisdictions that
are available to offset against future taxable profit. This involves an assessment of when those deferred tax assets are likely to be
realized, and a judgment as to whether or not there will be sufficient taxable profits available to offset the tax assets when they do
reverse. This requires assumptions regarding future profitability and is therefore inherently uncertain. To the extent assumptions
regarding future profitability change, there can be an increase or decrease in the amounts recognized in respect of deferred tax
assets as well as in the amounts recognized in consolidated statements of operations in the period in which the change occurs.
However, deferred income tax assets are recognized only to the extent that it is probable that taxable profit will be available against
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which the unused tax losses can be utilized. To the extent that actual outcomes differ from management’s estimates, income tax
charges or credits may arise in future periods.

Changes in accounting policies and disclosures
A. Adoption of new accounting standards

IFRS 16 — Leases (“IFRS 16”) is effective for years beginning on or after January 1, 2019, however the Company has elected to adopt
IFRS 16 effective January 1, 2018, concurrent with the adoption date of IFRS 9 — Financial Instruments (“IFRS 9”), and IFRS 15 —
Revenue from Contracts with Customers (“IFRS 15”). These standards have been applied using the modified retrospective approach.
The modified retrospective approach does not require restatement of prior period financial information as it recognizes the
cumulative effect as an adjustment to opening retained earnings and applies the standard prospectively. Accordingly, comparative
information in the Company’s consolidated balance sheets, consolidated statements of operations, consolidated statements of
comprehensive income, consolidated statements of changes in equity and consolidated cash flow statements are not restated.

Changes in significant accounting policies from adoption of new accounting standards

Policies applicable for the year ending December 31,
2017

Policies effective January 1, 2018

Revenue Recognition

Product revenues associated with the sales of products such
as crude oil, diluent, natural gas liquids, road asphalt, roofing
flux, wellsite fluids and distillate owned by the Company are
recognized when the risk of ownership passes to the
customer and physical delivery occurs, the price is fixed and
collection is reasonably assured. Sales terms are generally
freight on board (“FOB”) shipping point, in which case the
sales are recorded at the time of shipment, because this is
when title and risk of loss are transferred. All payments
received before delivery are recorded as deferred revenue
and are recognized as revenue when delivery occurs,
assuming all other criteria are met. Freight costs billed to
customers are recorded as a component of revenue.
Revenues from buy/sell transactions whereby the Company
effectively is acting as an agent are recorded on a net basis.

Revenue associated with the provision of services such as
transportation, terminalling and environmental services are
recognized when the services are provided, the price is fixed
and collection is reasonably assured. Revenue from pipeline
tariffs and fees are based on volumes and rates as the
pipeline is being used. Long-term take-or-pay contracts,
under which shippers are obligated to pay fixed amounts
ratably over the contract period regardless of volumes
shipped, may contain make-up rights. Make-up rights are
earned by shippers when minimum volume commitments are
not utilized during the period but under certain
circumstances can be used to offset overages in future
periods, subject to expiry periods. The Company recognizes
revenues associated with make-up rights at the earlier of
when the make-up volume is shipped, the make-up right
expires or when it is determined that the likelihood that the

Revenue is measured based on the consideration specified in a
contract with a customer and excludes amounts collected on behalf
of third parties. The Company recognizes revenue when it transfers
control of a product or service to a customer, at a point in time or
over time. The Company does not have contracts where the period
between the transfer of the promised goods or services to the
customer and payments by the customer exceeds one year. As such,
no adjustments are made to the transaction prices for the time
value of money.

Revenue generated through the provision of services charged
through long-term fixed-fee contracts related to midstream
infrastructure assets and includes a fixed and/or take or pay portion
for the use of the midstream infrastructure and a variable portion
related to the servicing of volume throughput. The Company
accounts for individual services separately if they are distinct,
indicated by the fact that they are separately identifiable from other
services provided and the customer can benefit from these distinct
services. The stand-alone prices on services are determined by the
rates listed within the individual contracts related to the service.
The Company recognizes revenue over time as services are provided
on a monthly basis, consistent with when the services are billed and
paid. Long-term take-or-pay contracts, under which shippers are
obligated to pay fixed amounts ratably over the contract period
regardless of volumes shipped, may contain breakage rights.
Breakage amounts are earned by shippers when minimum volume
commitments are not utilized during the period but under certain
circumstances can be used to offset overages in future periods,
subject to expiry periods. The Company recognizes revenues
associated with breakage at the earlier of when the breakage
volume is shipped, the rights expires or when it is determined that
the likelihood that the shipper will utilize the right is remote.

Consolidated Financial Statements 64

Gibson Energy




Gibson Energy Inc.
Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

Policies applicable for the year ending December 31,
2017

Policies effective January 1, 2018

shipper will utilize the make-up right is remote. Revenue from
pipeline tariffs and fees are based on volumes and rates as
the pipeline is being used. Revenue from equipment rentals
and non-refundable propane tank fees are recorded in
deferred revenue and are recognized in revenue on a straight
line basis over the rental period, typically one year.

Excise taxes are reported gross within sales and other
operating revenues and taxes other than income taxes, while
other sales and value-added taxes are recorded net in
operating expenses.

Revenues generated from provision of transportation and related
services such as hauling services for crude, waste water and drilling
fluids for many of North America’s leading oil and gas producers are
typically short-term in accordance with a customer’s current
hauling requirements. The Company accounts for individual hauling
services separately if they are distinct, indicated by the fact that
they are separately identifiable from other hauling services
provided and the customer can benefit from these distinct services.
The stand-alone prices on services are determined by the rates
listed by the Company and are predetermined based on the volume
of products serviced. The Company recognizes revenue over time as
hauling and transportation services are provided and control of the
service transfers to the customer, consistent with when the services
are billed and paid.

Revenues generated through the purchasing, selling, storing and
blending of hydrocarbon products, including crude oil, NGLs, road
asphalt, roofing flux, frac oils, light and heavy straight run distillates,
combined vacuum gas oil, and an oil based mud product, as well as
by providing aggregation services to producers and/by capturing
quality, locational or time-based arbitrage opportunities are
typically short to long term in accordance with a customer’s current
product demands which are generally grouped as spot sales where
no commitment exists prior to the day of the transaction, term sales
where a commitment exists over a period of time for negotiated
sales, and evergreen sales where contracts are automatically
renewed on a month to month basis. The Company accounts for
individual product sales separately if they are distinct, indicated by
the fact that they are separately identifiable from other enforceable
rights and obligations and the customer can benefit from these
distinct services. The stand-alone prices on product sales are
determined by the rates listed within market indexes and
benchmarks and wusually include quality or transportation
adjustments. The Company recognizes revenue at a point in time as
products are delivered and control of the product has transferred
to the customer, consistent with when the products are billed and
paid. All payments received before delivery are recorded as a
contract liability and are recognized as revenue when delivery
occurs, assuming all other criteria are met. Revenues from buy/sell
transactions which are monetary transactions containing
commercial substance is recognized on a gross-basis as separate
performance obligation. Revenues from buy/sell transactions of
non-monetary exchanges of similar products, which lack
commercial substance, are recognized on a net basis.

Excise taxes are reported gross within sales and other operating
revenues and taxes other than income taxes, while other sales and
value-added taxes are recorded net in operating expenses.
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Leases

Lessee

A finance lease is a lease that transfers substantially all the
risks and rewards of ownership of an asset to the lessee.
Assets acquired under finance leases are recorded in the
balance sheet as property, plant and equipment at the lower
of their fair value and the present value of the minimum lease
payments and depreciated over the shorter of their
estimated useful life or their lease terms.

The corresponding rental obligations are included in other
long-term liabilities as finance lease liabilities. Interest
incurred on finance leases is charged to the consolidated
statements of operations on an accrual basis.

All other leases are operating leases, and the rental of these
is charged to the consolidated statements of operations as
incurred over the lease term.

Lessee

All leases are accounted for as finance leases. Finance leases are
recognized as a right-of-use asset and corresponding liability at the
date of which the leased asset is available for use by the Company.
Each lease payment is allocated between the liability and finance
cost. The finance cost is charged to the consolidated statements of
operations over the lease term so as to produce a constant periodic
rate of interest on the remaining balance of the liability for each
period. The right-of-use asset is depreciated over the shorter of the
asset’s useful life and the lease term on a straight-line basis.

The Company uses a single discount rate for a portfolio of leases
with reasonably similar characteristics. Lease payments on short
term leases with lease terms of less than twelve months or leases
on which the underlying asset is of low value are accounted for as
expenses in the consolidated statements of operations.

Assets and liabilities arising from a lease are initially measured on a
present value basis. Lease liabilities include the net present value of
fixed payments (including in-substance fixed payments), less any
lease incentives receivable, variable lease payments that are based
on anindex or a rate, amounts expected to be payable by the lessee
under residual value guarantees, the exercise price of a purchase
option if the lessee is reasonably certain to exercise that option, and
payments of penalties for terminating the lease, if the lease term
reflects the lessee exercising that option. These lease payments are
discounted using the Company’s incremental borrowing rate where
the rate implicit in the lease is not readily determinable.

Right-of-use assets are measured at cost comprising of the amount
of the initial measurement of lease liability, any lease payments
made at or before the commencement date, any initial direct costs,
and restoration costs.

Lessor

Leases in contractual arrangements which transfer substantially all the risks and benefits of ownership of property to the lessee are
accounted for as finance leases, while all other leases are accounted for as operating leases.

Finance leases are recorded as a net investment in a finance lease. The present value of minimum lease receivable under such
arrangements are recorded as an investment in finance lease and the finance income is recognized in a manner that produces a
consistent rate of return on the investment in the finance lease and is included in revenue.

Operating lease income is recognized in the consolidated statements of operations as it is earned over the lease term.
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Policies applicable for the year ending as at December

Policies effective January 1, 2018

31,2017

Non-derivative financial instruments — recognition and measurement

Financial assets

Financial assets include cash and cash equivalents and trade and other receivables. The Company determines the classification
of its financial assets at initial recognition. Financial assets are recognized initially at fair value, normally being the transaction
price plus directly attributable transaction costs.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are carried at amortized cost using the effective interest method if the time value of money is significant.
Gains and losses are recognized in the consolidated statements of operations when the loans and receivables are derecognized
or impaired, as well as through the use of the effective interest method. This category of financial assets includes cash and cash
equivalents and trade and other receivables.

Cash and cash equivalents comprise cash on hand and short-term deposit, highly liquid investments that are readily convertible
to known amounts of cash which are subject to insignificant risk of changes in value and maturity of three months or less from

the date of acquisition.

A provision for impairment of trade receivables is
established when there is objective evidence that the
Company may not be able to collect all amounts due
according to the original terms of the receivables. Significant
financial difficulties of the debtor, probability that the debtor
will enter bankruptcy or financial reorganization, and default
or delinquency in payments (more than 30 days past the due
date) are considered indicators that the trade receivable
may be impaired. The amount of the provision is the
difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted at
the original effective interest rate. The carrying amount of
the asset is reduced through the use of an allowance
account, and the amount of the loss is recognized in the
consolidated statements of operations. When a trade
receivable is uncollectible, it is written off against the
allowance account for trade receivables.

For trade receivables, the simplified approach is applied to the
Company’s respective business units, which requires the use of
the lifetime expected loss provisions for expected credit losses.
To measure the expected credit losses, trade receivables are
grouped based on shared credit risk characteristics and the days
past due. The carrying amount of the asset is reduced through
the use of an allowance account, and the amount of the loss is
recognized in the consolidated statements of operations. When
a trade receivable is uncollectible, it is written off against the
allowance account for trade receivables. For lease receivables,
the general approach is applied which requires the recognition
of twelve-month expected loss provisions for expected credit
losses on lease receivables that have low credit risk at January 1,
2018. Where such lease receivables have had a significant
increase in credit risk since initial recognition but no objective
evidence of impairment, lifetime expected loss provision is used
with interest calculated on the gross carrying amount of the
asset. Where objective evidence of impairment exists, interest is
calculated on the carrying amount net of the impairment.

Financial liabilities

Financial liabilities classified as other liabilities include amounts borrowed under credit facilities, trade payables and accrued
charges, dividends payable, long-term debt and the convertible debentures. The Company determines the classification of its
financial liabilities at initial recognition. All financial liabilities are initially recognized at fair value. For interest-bearing loans and
borrowings this is the fair value of the proceeds received net of issue costs associated with the borrowing. After initial
recognition, financial liabilities are subsequently measured at amortized cost using the effective interest method. Amortized
cost is calculated by taking into account any issue costs, and any discount or premium on settlement. Gains and losses arising
on the repurchase, settlement or cancellation of liabilities are recognized in the consolidated statements of operations.

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable
right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and settle the liability
simultaneously.
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Compound financial instruments

Compound financial instruments are separated into liability and equity components. The liability component is recognized
initially at the fair value of a similar liability that does not have an equity conversion option and the equity component is
recognized as the difference between the fair value of the compound financial instrument as a whole and the fair value of the
liability component net of any deferred taxes. Any transaction costs are allocated to the liability and equity components in
proportion to their initial carrying amounts. Subsequent to initial recognition, the liability component of the compound financial
instrument is measured at amortized cost and is accreted to the original principal balance using the effective interest method.
The equity component is not remeasured subsequent to initial recognition. The equity component and the accreted liability
component are reclassified to share capital upon conversion and any balance in the equity component of the compound
financial instrument that remains after the settlement of the liability is transferred to contributed surplus.

Derivative financial instruments — recognition and measurement

Derivative financial instruments, used periodically by the Company to manage exposure to market risks relating to commodity
prices, interest rates, share based compensation and foreign currency exchange rates, are not designated as hedges. They are
recorded at fair value and recorded on the Company’s balance sheet as either an asset, when the fair value is positive, or a
liability, when the fair value is negative. Changes in fair value are recorded immediately in the consolidated statements of
operations.

The impacts of the adoption of IFRS 9, 15 and 16, as at January 1, 2018 are as follows:

Consolidated balance sheet adjustments

As reported as
at December

Restated
balance as at

31, 2017 Adjustments Footnote January 1, 2018
Trade and other receivables .........ccoceeviieiiiniiineeniceeeeeee $ 494,901 S 484 (i) S 495,385
INVENTOTIES ..ottt ettt 169,957 4,765 (i) 174,722
Trade payables and accrued charges........cccoeveeiiiiincncenncnne, (500,662) 3,329 (ii &iii) (497,333)
Right-of-use assets - 170,548 (iii) 170,548
CONLraCt HADIILIES ......veeeveeeeeeeeeeceeeeee ettt - (12,676) (if) (12,676)
Deferred revenue..........ccciiniiiiiciniccnc s (7,013) 7,013 (ii) -
Lease liabilities — current portion.......cceccveeeerveeevceesceeseeseenenene - (43,490) (iii) (43,490)
Lease liabilities — non-current portion ........ccccceevceercvveceesceeenennne - (129,344) (iii) (129,344)
Retained deficit (earnings) . 1,251,416 (629) (i &ii) 1,250,787
TOTAI e e $ 1,408,599 S - $ 1,408,599
Footnotes

(i) Financial instruments
The Company carries the following categories of financial assets subject to expected credit losses model under IFRS 9:

e Trade receivables
e Net investments in finance leases

The Company has revised its impairment methodology under IFRS 9 for the above noted classes of assets and applied the simplified

approach on all trade receivables which requires the use of the lifetime expected loss provisions for expected credit losses. For lease
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receivables, the Company used the general approach which requires the recognition of twelve-month expected loss provisions for
expected credit losses on lease receivables subject to credit risk as at January 1, 2018. Where such lease receivables have had a
significant increase in credit risk since initial recognition but no objective evidence of impairment, lifetime expected loss provisions
are used with interest calculated on the gross carrying amount of the receivable balance. Where objective evidence of impairment
exists, interest is calculated on the carrying amount, net of the impairment. At December 31, 2018, there were no material changes
to the credit risk on lease receivables.

There was no impact to the classification of the Company’s financial assets from the adoption of IFRS 9.
(ii) Revenue recognition

In previous reporting periods, wholesale product revenues associated with the sales of roofing flux products owned by the Company
were recognized at the time of shipment when the risk of ownership and loss are passed to the customer. Under IFRS 15, where the
revenue contract provides a right to invoice prior to the physical delivery of the product, the Company will recognize a contract liability,
until such time when the product has been physically delivered and the transfer of control has occurred.

(iii) Leases

On adoption of IFRS 16, the Company has recognised lease liabilities in relation to all lease arrangements measured at the present
value of the remaining lease payments from commitments disclosed as at December 31, 2017, adjusted by commitments in relation
to arrangements not containing leases (service agreements), short-term and low-value leases, and discounted using the Company’s
incremental borrowing rate of 5% as of January 1, 2018:

Operating lease commitments, disclosed as at December 31, 2017 .......cccoeeviveeeeeeennne S 223,723
Contracts re-assessed as SErvice agreemMENTS.......cccveeieeeeeciiiieeeeeeeeeeiiree e e e e eecarreeeeeeeeaees (21,537)
Net lease liabilities commitmMeNnts.......ccoovviiiiiiiiiinie e, 202,186
DISCOUNTEM .viveivtieeeteteeece ettt ettt ettt teae et eteteeteseasesetess st eseasesetese s ebe s eteteseeseseasesene (29,352)
Lease liabilities as at January 1, 2018.........ccovcueeeeeiieeeciieeeecctee e e et e e e e e eene e e eanneas S 172,834

The associated right-of-use assets were measured at the amount equal to the lease liability on January 1, 2018, adjusted by the
amount of any prepaid or accrued lease payments relating to that lease recognised in the statement of financial position immediately
before the date of transition, with no impact on retained earnings.

There was no impact to lessor accounting from the adoption of IFRS 16.

B. Critical accounting estimates and judgements from adoption of new accounting standards

Critical judgements in determining lease terms

The Company uses hindsight in determining the lease term where a contract contains options to extend or terminate the lease. In
determining the lease term, management considers all facts and circumstances that create an economic incentive to exercise an
extension option, or not exercise a termination option. The assessment is reviewed upon a trigger by a significant event or a significant
change in circumstances.

Impairment provision for financial assets

The impairment provisions for financial assets are based on assumptions related to the risk of default and expected loss. The Company

uses judgement in making these assumptions and selecting the inputs to the impairment calculation, based on the Company’s history,
existing market conditions as well as forward looking estimates at the end of each reporting period.
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Estimation uncertainty arising from variable lease payments

Certain leases contain variable payment terms that are linked to the Company’s owner operator costs within our Logistics segment.
Judgment is applied in determination of whether the owner operator arrangement contain variable payment terms. All owner
operator costs that are dependent upon the activity levels are classified as variable payments and all such costs are accounted for as
a single lease component and charged to the consolidated statements of operations as incurred.

C. New interpretations and amended standards adopted by the Company

The Company adopted the following new interpretations and revised standards, along with any consequential amendments. These
changes were made in accordance with applicable transitional provisions.

IFRS 2 — Share-based payments (“IFRS 2”), has been amended to address (i) certain issues related to the accounting for cash
settled awards, and (ii) the accounting for equity settled awards that include a “net settlement” feature in respect of employee
withholding taxes. IFRS 2 is effective for annual periods beginning on or after January 1, 2018. The adoption of this interpretation
did not have a material impact on its consolidated financial statements.

IFRIC 22 — Foreign currency transactions and advance consideration (“IFRIC 22"), provides guidance on how to determine the
date of the transaction when an entity either pays or receives consideration in advance for foreign currency-denominated
contracts. IFRIC 22 is effective for annual periods beginning on or after January 1, 2018. The adoption of this interpretation did
not have a material impact on its consolidated financial statements.

IAS 28 — Investments in associates and joint ventures (“IAS 28”), has been amended to clarify that an entity applies IFRS 9,
including its impairment requirements, to long-term interests in associate or joint venture to which the equity method is not
applied. The amendment to IAS 28 is effective for years beginning on or after January 1, 2018. The Company has determined
that the adoption of this interpretation did not have a material impact on its consolidated financial statements.

The annual improvements process addresses issues in the 2014-2016 reporting cycles include changes to IFRS 1 — First time
adoption of IFRS, IFRS 7 — Financial instruments: Disclosures, IAS 19 — Employee benefits, IFRS 10 — Consolidated financial
statements and IAS 28 — Investment in associates and joint ventures. This improvement is effective for periods beginning on or
after January 1, 2018. The adoption of these improvements did not have a material impact on the consolidated financial
statements.

D. New standards and interpretations issued but not yet adopted

The following accounting interpretations and standards were issued during the year:

IAS 19 — Employee benefits (“IAS 19”), has been amended to (i) require current service cost and net interest for the period after
the re-measurement to be determined using the assumptions used for the re-measurement, and (ii) clarify the effect of a plan
amendment, curtailment or settlement on the requirements regarding the asset ceiling. The amendment to IAS 19 is effective
for the years beginning on or after January 1, 2019. The Company is currently assessing the impact of this amendment.

IFRS 3 — Business Combinations (“IFRS 3”), has been amended to revise the definition of a business to include an input and a
substantive process that together significantly contribute to the ability to create outputs. The amendment to IFRS 3 is effective
for the years beginning on or after January 1, 2020. The Company is currently assessing the impact of this amendment.

IAS 1 — Presentation of financial statements (“IAS 1”) and IAS 8 — Accounting policies, changes in accounting estimates and errors
(“1AS 8”), have been amended to (i) use a consistent definition of materiality throughout IFRSs and the Conceptual Framework
for Financial Reporting; (ii) clarify the explanation of the definition of material; and iii) incorporate guidance in IAS 1 regarding
immaterial information. The amendments to IAS 1 and IAS 8 are effective for the years beginning on or after January 1, 2020.
The Company is currently assessing the impact of this amendment.
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5 Trade and other receivables

December 31,

2018 2017

TrA0E FECEIVADIES ..ttt ettt e et e s et e e e ettt e sereeesaaeeesareeesenreeesanneas S 271,799 S 480,084
Allowance for doubtful aCCOUNTS.......cocouiiiiiiiieece e e (133) (931)
RN Lo [ =TSNV o] (T 1= ST 271,666 479,153
Risk management assets (NOTE 30) .....ccocuiiieeiiii ittt ettt eeat e e et e e e tre e e 5,683 6,032
Broker aCCOUNTS FECEIVADIE........uviietiiiiettieeeeeeeeeeeeee e 4,194 4,441
[ Yo [Tt f = D T L= o= Az Lo 1 [T 989 2,712
(0] 1 =1 O P TOPOU RPN 1,284 2,563
S 283,816 S 494,901

Year ended
December 31,

Allowance for doubtful accounts 2018 2017
(0 = a1 T= 8 1 =L Lol S (931) S (1,124)
Impact of change in accounting pPolicy (NOTE 4).....ccueeiiciiiieeiee e 484 -
AddItional @lIOWEANCES........ueiieiiee ettt et et e e e ta e e e e tae e e eaneas (7,360) (2,238)
Receivables written off as UNCOECTIDI .........uueueeiiiieeeeeee s 7,624 2,394
Effect of changes in foreign eXchange rates.......ccoveeeiciiieccciee e e 50 37
ClOSING DAIANCE ..c.veeeveeeeecte ettt ettt et be b e et e ete e be et e eabesteesbeenteennesaees S (133) S (931)

6 Inventories

December 31,

2018 2017
Crude 0il aNd GIUENT ..ttt e et e s e e e s st eesesareeesenaeessaeeeeeeas S 23,412 S 79,223
XY o =L RSP 17,450 19,817
N L0 =] I == N [T [0 £y RS 30,599 44,087
Wellsite fluids and distillate.......cooevviiiiiiiiiiii 14,168 13,150
SPare Parts aNd OtNEI .......oiceiee e e e e e eaeens - 13,680

S 85,629 S 169,957

The cost of the inventory sold included in cost of sales was $5,656 million and $4,777 million for the year ended December 31, 2018
and 2017, respectively.
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7

Net investment in finance leases

The following summarizes the Company’s net investment in arrangements whereby the Company has entered into fixed term
contractual arrangements to allow customers to have dedicated use of certain tanks owned by the Company. These arrangements
are accounted for as finance leases:

December 31,

2018 2017
Total minimum lease payments receivable S 595,672 S 360,107
Residual value.......coooeeeeiieiiiiiiiicccce e, 57,073 44,944
Unearned income (497,383) (285,203)
155,362 119,848
=TT ol U T =T o |l o T  f o] o FRUR R PP PSP P PP PP PPPPPPPPRTRPON 1,156 1,828
Net investment in finance lease: non-current Portion ........cccceeecveeeecieeeecvieeeeciee e S 154,206 S 118,020
The minimum lease receivables are expected to be as follows:
D0 i S 36,334
D0 7O 36,563
0 7 U 36,799
0 7 U 35,161
0 7 TN 32,777
2024 AN LaEOT ettt ettt ettt e e et e e e et e s e ——e e e ——eeaa——tesaa——eeta——eeaa—teeaa——tesa——eeaa—teeaaa——tesarteeeanreeesanraeesanraes S 418,038
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8 Assets and liabilities held for sale, discontinued operations and disposals

During the year ended December 31, 2018, the Company completed the assessment of various disposal groups that met the criteria
under IFRS 5 — Non-Current Assets Held for Sale and Discontinued Operations (“IFRS 5”) as held for sale and/or discontinued
operations. Noted below is a brief description of each disposal group.

The following tables set forth the description of disposal groups classified as held for sale as at December 31, 2018:

Disposal Group Canadian Truck U.S. Logistics and Non-Core Environmental Services
Transportation (“TT Canada”) | Infrastructure disposal group North (“ESN”) business
business
Held for sale Met the high probability criteria of the sale of the business, including the active marketing of the
classification disposal groups.
Valuation of net Lower of carrying amount and FVLCD
assets

Fair value less cost of | Market based model which is considered level 2 valuation
disposal (FVLCD)
determination

Discontinued Refer to “TT Canada” section This disposal group provides This business provides processing,
operations below. truck transportation services in | recovery and disposal services
determination the U.S. and also includes a from a network of midstream
Represent a separate major network of midstream infrastructure assets located
line of business and classified infrastructure assets which are throughout Western Canada,
as discontinued operations. included within the Company’s | which are included within the
Logistics and Infrastructure’s Company’s Infrastructure
reportable segments. reportable segments.

Does not represent a separate Does not represent a separate

major line of business or major line of business or
geographical area of geographical area of operations.
operations.

Assets and liabilities held for sale for all disposal groups as discussed above comprises of the following:

As at December

31, 2018
Assets
Trade and Other reCEIVADIES .......eeee s aaaaaaes S 37,403
L0 NVZ=] a1 (o] S 1S PP 2,053
Property, plant and equipment (NOte 10)......ccccceeeiiiireeeieie e sree e 159,540
Right-0f-Use aSSets (NOTE 11) ..ciiiiiieieiiiie e e e et e e e e e e s anae e e saeneeeas 9,401
Other assets and PrePaids ....oeiveeee e e e e e e e eeaan 1,041
Total assets held fOr SAlE..... .. et e e e e aeaes S 209,438
Liabilities
Trade payables and accrued Charges ... iviieei e S 20,778
Lease liability (NOTE 16) ....ccccuiee ettt e e e e e e et e e e et e e e eaaee e eeareeeens 8,965
ProViSions (NOTE 19) ..cccuuiii ettt ettt e ettt e e e e et e e e e teeeeeaaeeesasaeeensaeaaas 21,641
Deferred income tax liability .......cceeriiiiie i 7,429
Total [1abilities Neld fOr SAIE ..uviieiie ettt ettt e e et e e e e e eae e e s eereeesreeesanns S 58,813
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During the year ended December 31, 2018, the Company recorded impairment charges of $117.5 million relating to the disposal

groups that are classified as held for sale or have been sold.

TT Canada

During the year ended December 31, 2018, the Company met the criteria under IFRS 5 for its TT Canada business to be classified as
discontinued operations. The TT Canada business provides hauling services for crude and other products for oil and gas producers and
was reported historically within the Company’s Logistics reportable segment. Operating results related to these segments have been
included in net income from discontinued operations in the consolidated statements of operations. Comparative period balances of
the consolidated statements of operations and cash flows have been restated.

The following tables set forth the operating results from discontinued operations for the year ended December 31, 2018 and 2017:

Revenue - External and inter-segmental
Revenue = Inter-segmental .........ccocceeeeeveiiieennnn.
Revenue - External
Cost of sales................

GrosSs 10SS..couuiieiiieeeieeeeie e
Impairment of goodwill (note 14)
Finance cost and other (income), net ....................
(Loss) income before income taxes
Income tax provision — current ........

Income tax recovery — deferred ... iiee e
Net (loss) income from discontinued operations, after tax .......ccceceevevcieeeecieeenns
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Year ended
December 31,
2018 2017
S 217,408 S 236,340
(26,765) (31,981)
190,643 204,359
212,635 205,117
(21,992) (758)
19,988 -
(981) (1,840)
(40,999) 1,082
3,410 1,797
(14,822) (1,510)
S (29,587) $ 795
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U.S. Environmental Services business

During the year ended December 31, 2018, the Company met the criteria under IFRS 5 for its U.S. Environmental Services business to
be classified as discontinued operations. This business was sold on May 3, 2018 for adjusted gross proceeds of $123.3 million (U.S.596
million) which resulted in recognition of an after-tax gain as follows:

Sale price.....oovevvveveenne. S 123,619
Sale price adjustments (278)
Total cash consideration .................. 123,341
Cash and cash equivalents......... 1,127
Trade and other receivables 50,225
Inventories ......cccceveeevveeeeeeeeeeennne, 12,756
Prepaid and Other @SSELS ........uuiiiiiie e e et e e e e e e re e e e e e e e enaaaaeeaeas 1,999
Property, plant and equipment (NOtE 10)......ccccviieeiiieiiiee e e 85,245
Right-0f-Us€ @SSEL (NOLE 11)..uiiiiiiiieieiiie ettt e e e e e e s et e e e rre e e eenaaeeesnreeeeas 19,679
[ =T g T o] [N T ] S 1,261
Deferred INCOME taX @SSEE ..cciiiiiiiiii et e e e 22,945
Other NON-CUMENT @SSEES ...uviiiiiiiiiieiiieeitie ettt stee st sit e sttt e s bt e et esbeesabeesabeesseeesbeesnseeesas 247
Trade payables and accrued charges............... (16,478)
Other current liabilities................ (2,431)
Lease liabilities (note 16) (19,217)
PrOVISIONS ..ttt ettt ettt e e et e e e et e e e etbe e e e eeateeeeaaeeeeasteeeeassaeeessbeseeanbeeeeansaeeeaaseeaaan (17,309)
NEt ASSELS AISPOSEU .. .uuiiiiei it e e e e e e et e e e e e e e seeataeeeeeeeesarbareaaesaeseassaraeaaeaaas 140,049
COSES TO SEII ettt e e et e e e et e e e et e e e e e be e e e et aa e e eeabeeeetseeeetreaeenes (13,634)
Loss on sale before income taxes and reclassification of foreign currency translation gain .... (30,342)
Reclassification of foreign currency translation gain on disposal of foreign operations........... 141,933
Income tax provision — deferred ... e 16,069
F N Y = - LT oL TECT: | L= 3T S 95,522

The U.S. Environmental Services business included the provision of environmental and production services, such as emulsion hauling
and treating, water hauling and disposal services and oilfield waste management, as well as industrial lift, exploration support services
and accommodation facilities. It was reported historically within Company’s Infrastructure, Logistics and Other reportable segments.
Comparative period balances of the consolidated statements of operations and cash flows have been restated.

The following tables set forth the operating results from discontinued operations for the year ended December 31, 2018 and 2017:

Year ended
December 31,

2018 2017
Revenue......ccccoevuvevennn. S 93,281 S 236,834
Cost of sales................ 86,481 296,516
Gross profit (loss) 6,800 (59,682)
Finance cost and other (income), net .................... 1,364 (1,247)
Income (loss) before income taxes 5,436 (58,435)
Income tax recovery — current .......ccceeeveeeevveeennen - (41)
Income tax provision (recovery) — deferred 1,448 (8,210)
Net income (loss) from discontinued operations, after tax .......ccceccvevevcvveeccieeenns 3,988 (50,184)
AFLer-tax Sain 0N SAlE ....vvii i e 95,522 -
Gain (loss) from discontinued operations, after tax ........ccceceevevceeeccieee e, S 99,510 S (50,184)
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9

Wholesale Propane business

During the year ended December 31, 2018, the Company met the criteria under IFRS 5 for its Wholesale Propane business to be
classified as held for sale. The Wholesale Propane business was engaged in the purchasing, selling, storing and blending of propane
products and was reported historically within the Company’s Canadian and U.S. Wholesale operating segments. The business did not
represent a major line of business or geographical operations, therefore the results for the period up to the sale has been included
within continuing operations. On December 3, 2018, the Company completed the sale of the Wholesale Propane business for gross
proceeds of $42.8 million, subject to purchase price adjustments, which resulted in recognition of a loss of $5.0 million included within
other operating income in the consolidated statements of operations. Major net assets disposed consists of inventory of $13.0 million,
property, plant and equipment of $10.6 million, right-of-use assets of $18.2 million, deferred income taxes of $8.1 million, goodwill
of $13.4 million and finance lease liabilities of $16.2 million.

Industrial Propane

During the first quarter of 2017, the Company sold its Industrial Propane segment for cash proceeds of $433.1 million as disclosed in
note 8 of the Company’s annual consolidated financial statements for the year ended December 31, 2017. The following tables set
forth operating results from discontinued operations:

Year ended
December 31, 2017 1

REVENUE .ttt e ettt e e et e e e ettt e e e et e saaeeeesaseeesaaseeesaasaeessanateeesanseeesanseeesanteeesansetessannees S 58,296
(0001 0] Y1 =T RRRRRRRN 44,678
(€] o T T go ] {1 AP SUPPRRPRE 13,618
Other OPErating INCOME ......uviiiiie ettt e ettt e e ettt e e et e e e e taeeeeetbeeeeeabaeeeeaseaeaeentaeaeanns (19)
aYolo] g T oY=l {o ] g Telo ] 0 a1 €= ) (L PRPRPRPIRt 13,637
Income tax provision —current ................. 4,161
Income tax provision — deferred 275
Net income from discontinued operations, after taX......ccccecevevcieeeecie e 9,201
F N e - D ==Y [ o ] Y- | LY E PR UPPPN 150,649
Gain from discontinued operations, after taX .....cccccceeiiiieeeeciie e S 159,850

1. The Company derecognized the Industrial Propane segment effective March 1, 2017, accordingly, results for year ended December 31, 2017
represent the activity for the period January 1, 2017 to February 28, 2017.

Business combination

On August 8, 2018, the Company acquired certain assets comprising of pipeline and gathering system for total consideration of $72
million (U.S.555 million). The purchase price is payable in two installments, with U.S.525 million paid on August 8, 2018 and U.S.$30
million payable by August 8, 2019. Acquisition costs of $0.1 million were incurred and charged to general and administrative expenses
during the year ended December 31, 2018.

The following table summarizes the fair value of assets acquired and liabilities assumed at the acquisition date:

Fair value

Property, Plant and EQUIPMENT ........uii it e s e e ere e e s tre e e e ere e e enaaaesnnreeeens S 20,038
INEANEIDIE @SSEES (M) ...ttt a st s ettt st et ese st ete st etese s et er e e et ereanns 19,594
Lo 01V o SR (444)
GOOAWIIT @)t s ettt nns 32,656
NEL ASSEES CQUINE ..vivviveetieeie ettt ettt e et et e et et e et e eaeeesteetesaeesaeesbeensesseesaeesabeeseesteenbeensesseens S 71,844

(1) Consists of customer relationships attributed to a long-term customer contract.
(2) The goodwill arising on this acquisition is expected to be deductible for income tax purposes.
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The goodwill arising from the acquisition was attributable to the expected synergies with the Company’s existing Pyote gathering
system in the U.S. The goodwill for this acquisition was allocated to the Infrastructure reporting segment.

10 Property, plant and equipment
Plant,
Land & Pipelines and Rolling Equipment & Work in
Buildings Connections Tanks Stock Disposal wells Progress Total

Cost:
At January 1, 2018....................... $189,090 $ 225,679 $642,137 S 411,694 S 937,378 $185,739 $2,591,717
Additions .......cccoeeeeciiieeiiieeee. 2,296 5,780 3,194 8,348 13,074 224,816 257,508
Disposals.....ccceeeecveeeriieeeciiee s (1,477) - (3,112) (72,897) (37,307) - (114,793)
Acquisitions through business

combinations (note 9).............. - 19,097 - - 941 - 20,038
Reclassifications.........ccceeeuvveeenn. 3,419 53,722 32,264 - 59,696 (149,101) -
Change in decommissioning

provision (note 19).................. - 1,761 8,898 - 3,386 - 14,045
Reclassed to net investment in

finance leases (note 7) ............ - - (36,389) - - - (36,389)
Effect of movements in

exchange rates ........ccceeevveeens 1,067 1,058 1,124 11,493 9,406 17 24,165
Transferred to held for sale and

disposals (note 8) .........c.......... (102,998) (7,868) (41,104) (293,869) (318,416) (4,565) (768,820)
At December 31, 2018................ $ 91,397 S 299,229 $607,012 S 64,769 S 668,158 $256,906 $1,987,471
Accumulated depreciation and

impairment:
At January 1, 2018....................... $ 37,865 S 82,192 $121,173 S 286,181 S 444,618 S - $ 972,029
Depreciation .......cccevevcveeeeciveeens 5,494 10,485 23,083 16,186 53,640 - 108,888
Impairment......ccccoceeevcveeecciieeens 9,261 2,000 8,082 31,707 25,115 - 76,165
Disposals......cceeeecveeiiiieeeiiiee s (1,702) (1) (1,290) (59,976) (33,358) - (96,327)
Effect of movements in

exchange rates ......ccccccvuvveeeennn. 201 4 486 8,554 6,649 - 15,894
Transferred to held for sale and

disposals (note 8) .................... (32,040) (4,239) (20,933)  (238,320) (217,857) - (513,389)
At December 31, 2018................ $ 19,079 S 90,441 $130,601 S 44,332 S 278,807 S - $ 563,260

Carrying amounts:
At January 1, 2018.........ccceeeee.
At December 31, 2018................

$151,225 S 143,487
$ 72,318 S 208,788

Gibson Energy

$520,964 $ 125,513 S 492,760
$476,411 $ 20,437 S 389,351

$ 185,739 $ 1,619,688
$ 256,906 $ 1,424,211
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Plant,
Equipment
Land & Pipelines and Rolling & Disposal Work in
Buildings Connections Tanks Stock wells Progress Total

Cost:
AtJanuary 1, 2017 ....ccccevvcveennnnn. $188,380 S 209,454 $608,344 S 457,871 $ 920,843 $104,868 $2,489,760
Additions ....cccceevieeriieiniienieeen 2,204 5,177 7,579 4,317 16,696 142,876 178,849
Disposals......coecveerieenieeniieeieennne (4,640) - (1,523) (34,475) (11,283) - (51,921)
Change in decommissioning

provision (note 19).................. - 2,151 3,956 - 4,606 - 10,713
Reclassifications.........cceevvveeenn. 5,080 8,897 24,805 - 23,058 (61,840) -
Effect of movements in

exchange rates .......cccoceveeenenne (1,934) - (1,024) (16,019) (16,542) (165) (35,684)
At December 31, 2017................ $189,090 $ 225,679 $642,137 S 411,694 S 937,378 $185,739 $2,591,717
Accumulated depreciation and

impairment:
AtJanuary 1, 2017 ....ccccvvvveennnen. S 31,778 $ 73,052 S 96,609 §$ 275,002 $ 370,025 S - S 846,466
Depreciation ......c.cceevveerveeneeennne 6,663 9,140 26,428 42,511 78,328 - 163,070
Impairment .......cccccvvvivivieinennennn. - - - 12,143 17,089 - 29,232
Disposals.....ccueeeeeieeeiiieeeeiieeene (287) - (1,408) (32,554) (11,143) - (45,392)
Effect of movements in

exchange rates .......ccceeeeveenns (289) - (456) (10,921) (9,681) - (21,347)
At December 31, 2017................ S 37,865 S 82,192 $121,173 $ 286,181 S 444,618 S - S 972,029
Carrying amounts:
AtJanuary 1, 2017 ....ccccvveveennnen. $ 156,602 $ 136,402 $ 511,735 $ 182,869 S 550,818 $104,868 $1,643,294
At December 31, 2017................ $151,225 $ 143,487 $ 520,964 S 125,513 S 492,760 $185,739 $1,619,688

Additions to property, plant and equipment include capitalization of interest of $8.4 million and $4.7 million for the year ended
December 31, 2018 and 2017, respectively.

Property, plant and equipment are reviewed for impairment whenever events or conditions indicate that their net carrying amount
may not be recoverable. During the year ended December 31, 2018, the Company recorded an impairment loss of $76.2 million, of
which $74.7 million relates to assets held for sale relating to assets in the TT Canada business, Wholesale Propane business, non-core
ESN business, Injection Stations, which are included within the Logistics and Infrastructure reportable segments (note 8), and $1.5
million included within the cost of sales in the statements of operations related to the U.S. Truck and Transportation business
included within the Logistics reportable segment. Key assumptions used in the determination of the recoverable amounts include
reference to management’s assessment of the expected proceeds to be received upon sale, as well as the depreciable replacement
cost values where applicable.

During the year ended December 31, 2017, the Company recorded an impairment loss of $29.2 million. The impairment loss related
to assets within the U.S. Environmental Services business which was included within the Company's discontinued operations in cost
of sales (note 8).

Amounts in relation to tanks are under operating lease arrangements.
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11 Right-of-use assets

Buildings Rail cars Surface leases Other Total
Cost:
At January 1, 2018 (Note 4) w...ecvvveen.. $ 57,706 $ 87,458 $ 19,522 $ 5,862 $ 170,548
Additions and adjustments ................. 4,232 12,529 619 2,126 19,506
DisPOSals.....cccecuiieiiiieeeiee e, (224) - (683) - (907)
Effects of movements in exchange
FALES tovreiieeiee et 588 - 493 269 1,350
Transferred to held for sale and
disposals (Note 8) ....ccevvvvvvveeerveeriennnen. (8,744) (19,101) (18,027) (3,922) (49,794)
At December 31, 2018......cccccevveerenene $ 53,558 S 80,886 S 1,924 S 4,335 S 140,703
Accumulated depreciation:
At January 1, 2018 (note 4) ................. S - S - S - S - S -
Depreciation ......covveeveeenieesee e 8,705 32,858 805 1,679 44,047
Disposals.....cccecveeerciieeeiie e (81) - (32) - (113)
Effects of movements in exchange
FAtES tieeieieiii 50 - 11 50 111
Transferred to held for sale and
disposals (note 8) .......ceeeevveeeerieeennen. (1,051) (909) (436) (126) (2,522)
At December 31, 2018......cccccevveerenene S 7,623 S 31,949 S 348 S 1,603 S 41,523
Carrying amounts:
AtJanuary 1, 2018......ccccceevevenieeneennne S 57,706 S 87,458 S 19,522 S 5,862 S 170,548
At December 31, 2018......cccccevveeruenne S 45,935 S 48,937 S 1,576 S 2,732 S 99,180

12 Long-term prepaid and other assets
December 31,

2018 2017

LONG-LEIM PrEPAIT ...vviivievieei ettt ettt ete ettt et e e te e st e et e etesbeesaeeeteeatesatesaeenseeneseneesreeseenes S 348 S 835
Risk management assets (NOLE 30) ......ccccieeiiiiieieiiie e et ere e et e e e e e e eaer e e e ennaeas - 1,367
Defined benefit pension Plan @SSEtS.......cciviiiiieeeiiie e e e e 530 635
(018 1T g RS =L £ TP 89 1,008
(T = L= o= 1 VZ L o] [T 3,836 3,519
S 4,803 S 7,364
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13 Intangible assets

Long-term
Customer customer  Non-compete Technology
Brands relationships contracts agreements and Software Total

Cost:
At January 1, 2018 ................ S 45,512 $252,879 S 39,971 S 24,598 S 83,833 S 446,793
Additions.......ccccveeeeiieeeieen, - - - - 3,271 3,271
Disposals ....ccceeeervreeeeiree e, - - - - (134) (134)
Acquisitions through

business combinations

(NOte 9)ueeeeeieeeciieeeiee e, - - 19,594 - - 19,594
Effect of movements in

exchange rates.......ccccee.ne. 376 6,104 4,060 124 593 11,257
Transferred to held for sale

and disposals (note 8)......... (11,051)  (159,552) - (4,324) (12,921) (187,848)
At December 31, 2018........... S 34,837 S 99,431 S 63,625 S 20,398 S 74,642 $292,933
Accumulated amortization

and impairment:

At January 1, 2018 ................ S 44,472 S 250,560 S 39,971 S 24,551 S 53,390 S 412,944
Amortization ......cccceeeeeeeeennne. 727 1,118 508 47 10,334 12,734
Impairment (note 8) ............. 273 - - - 2,057 2,330
Disposals ....ccceeeecvieeeecireeennnee. - - - - (125) (125)
Effect of movements in

exchange rates.........ccccueenn. 383 6,168 3,195 124 (229) 9,641
Transferred to held for sale

and disposals (note 8)......... (11,030) (159,640) - (4,324) (11,593) (186,587)
At December 31, 2018........... S 34,825 S 98,206 S 43,674 S 20,398 S 53,834 S 250,937
Carrying amounts:
At January 1, 2018................. S 1,040 S 2,319 S - S 47 S 30,443 S 33,849
At December 31, 2018.......... S 12§ 1,225 S 19,951 S - S 20,808 S 41,996
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14

Long-term
Customer customer  Non-compete Technology
Brands relationships contracts agreements  and Software Total

Cost:
At January 1, 2017 ....cccvveenens S 46,288 $ 264,587 S 42,539 S 25,290 S 78,052 S 456,756
AdditionsS......eeeeeeeeieieieieieieieienes - - - - 6,575 6,575
Effect of movements in

exchange rates.......ccccceeeneen. (776) (11,708) (2,568) (692) (794) (16,538)
At December 31, 2017 ............. S 45,512 $252,879 S 39,971 S 24,598 S 83,833 S 446,793
Accumulated amortization

and impairment:

At January 1, 2017 ....ccccvveenene S 44,155 $250,665 S 29,634 S 24,037 S 42,179 $ 390,670
AmMortization ......ccceeeeeevieeneennns 1,090 5,095 12,188 1,202 11,902 31,477
Impairment (note 8) ................ - 5,947 - - - 5,947
Effect of movements in

exchange rates.......ccccceeeneen. (773) (11,147) (1,851) (688) (691) (15,150)
At December 31, 2017 ............. S 44,472 $ 250,560 S 39,971 S 24,551 S 53,390 S 412,944
Carrying amounts:
At January 1, 2017 ....ccccveeeeennne S 2,133 S 13,922 S 12,905 S 1,253 S 35,873 S 66,086
At December 31, 2017............. S 1,040 S 2,319 S - S 47 S 30,443 S 33,849

Intangible assets are reviewed for impairment whenever events or conditions indicate that their net carrying amount may not be
recoverable. During the year ended December 31, 2018 and December 31, 2017, the Company recorded an impairment loss of $2.3
million and $5.9 million, respectively, that was included in the statement of operations within discontinued operations (note 8).

Goodwill

The changes in the carrying amount of goodwill are as follows:

(0] = a1 a =8 =1 =L Lol =IO S

Acquisitions through business combinations (note 9)

Impairments

Transfers to assets held for sale (NOLE 8)......ccuuiiiiiiieieee e e
Effect of changes in foreign eXchange rates ........ooviei e
ClOSING DAIANCE ..ttt ettt ettt st et esae et e ea e e st eae et et s sbeereereensansensenseseens S

Gibson Energy
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Year ended
December 31,
2018 2017
381,965 S 454,489
32,656 -
(20,479) (69,414)
(33,342) -
1,548 (3,110)
362,348 S 381,965
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Goodwill is monitored for impairment by management at the operating segment level. The following is a summary of goodwill
allocated to each operating segment:
December 31,

2018 2017
Terminals, Pipelines and INJECTION STAtIONS .......cveirieirieieireecreeire ettt ere e ereeere s S 229,776 S 197,538
MOOSE JAW FACHTLY ..uuviiiieeiieeieee ettt e e e e et e e e e e s e e te e e e e e e e aarbeeeeeseennnnnnes 89,017 89,017
TTCanada cccceeeeeeeieiec s - 19,988
Canadian Wholesale Marketing 43,555 75,422
S 362,348 S 381,965

The goodwill recorded on the balance sheet represents the excess of the cost of acquisitions over the fair value of identifiable assets,
liabilities and contingent liabilities acquired. Of the balance as at December 31, 2018, $325.6 million, net of impairment, relates to
goodwill recognized on the acquisition of the Company on December 12, 2008.

On March 31, 2018, the Company reviewed impairment indicators and determined that based on a review of the performance of the
business during the period, impairment indicators existed in the Injection Stations operating segment. Accordingly, the Company
performed an impairment test by comparing the FVLCD to the carrying value, including goodwill. As a result, it was determined that
goodwill in this segment was impaired by $2.0 million (note 8).

On September 30, 2018, the Company reviewed impairment indicators and determined that based on a review of the anticipated
sale transaction, impairment indicators existed in the Wholesale Propane business disposal group within the Canadian Wholesale
Marketing segment. Accordingly, the Company performed an impairment test by comparing the FVLCD to the carrying value,
including goodwill. As a result, it was determined that goodwill in this segment was impaired by $18.5 million (note 8).

On November 30, 2018, the Company carried out its annual impairment test with respect to goodwill. For all operating segments
within continuing operations, the recoverable amount was greater than the carrying value, including goodwill. For discontinued
operations, management also performed its annual impairment test with respect to goodwill and as a result, an impairment of $20.0
million within the TT Canada business was recorded.

Key assumptions used in 2018 impairment test

To calculate the recoverable amount, management uses the higher of the FVLCD and VIU. The recoverable amount was determined
using either a discounted cash flow approach, an earnings multiple approach, or market based approach. The Company references
Board approved budgets and cash flow forecasts, trailing twelve-month (TTM) earnings before interest, taxes, depreciation and
amortization and impairment (EBITDA), implied multiples and appropriate discount rates in the valuation calculations. The implied
multiple is calculated by utilizing multiples of comparable public companies by operating segment. To determine fair value, an implied
forward multiple was applied to each operating segment’s budgeted EBITDA less corporate expenses. The implied multiple is
calculated by utilizing multiples of comparable public companies by operating segment. In calculating fair value for each operating
segment, the Company used an implied average forward multiples that ranged from 8 to 11, and for businesses that are classified as
held for sale the Company referenced management’s assessment of the expected proceeds to be received upon sale (note 8). The
fair value of each operating segment was categorized as Level 2 fair value based on the observables inputs.

Key assumptions used in 2017 impairment test

On November 30, 2017, the Company carried out its annual impairment test with respect to goodwill. For all operating segments,
other than the U.S. Truck and Transportation and U.S. Wholesale Marketing, the recoverable amount was greater than the carrying
value, including goodwill. The carrying amount of the U.S. Truck and Transportation was determined to be higher than its recoverable
amount of $46.0 million which resulted in recording an impairment write down of $41.2 million. The carrying amount of the U.S.
Wholesale Marketing operating segment was determined to be higher than its recoverable amount of $16.9 million which resulted
in recording an impairment write down of $28.2 million. The recoverable amount was determined by discounting the future cash
flows generated from continued use of the operating segments. The model calculated the present value of the estimated future
earnings of the above stated operating segments. Estimating future earnings requires judgement, considering past and actual
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performance as well as expected developments in the respective markets and in the overall macro-economic environment. The
calculation of the recoverable amount using the discounted cash flow approach was based on the following key assumptions:

U.S. Truck and U.S. Wholesale Canadian Wholesale

Transportation Marketing Marketing
DiSCOUNT FAte ..vvviviiiiiiiiiiiiiiieieiererererere e e e e e e e eeeeeeees 12.1% 12.9% 12.9%
Terminal value growth rate.......cccooeeeeiiiciiiieeeeee. 2.0% 2.0% 2.0%

(i) Cash flows were projected based on past experience, actual operating results and the five-year business plan. The range of the
five-year average cash flow projections for these operating segments was between $1.0 million and $19.3 million.

(ii)  The terminal value growth rate is based on management's best estimate of the long-term growth rate for after the forecast
period, considering historic performance and future economic forecasts.

(iii) Each operating segment discount rate reflects their individual size, risk profile and circumstance and is based on past
experience and industry average weighted average cost of capital.

The fair value of calculations are categorized as Level 3 fair value based on the unobservable inputs.
15 Loans and Borrowings
Revolving Credit Facility

During the year ended December 31, 2018, the Company amended the unsecured revolving credit facility of $560.0 million (the
“Revolving Credit Facility”), to extend the maturity date of the facility to March 31, 2023 and amend certain financial covenants as
noted below. In addition, the Company has three demand letter of credit facilities totaling $150.0 million.

The Revolving Credit Facility permits letters of credit, swingline loans and borrowings in Canadian dollars and U.S. dollars. Borrowings
under the Revolving Credit Facility bear interest at a rate equal to Canadian Prime Rate or U.S. Base Rate or LIBOR or Canadian
Bankers Acceptance Rate as the case may be, plus an applicable margin. The applicable margin for borrowings under the Revolving
Credit Facility is subject to step up and step down based on the Company’s total debt leverage ratio. In addition, the Company must
pay standby fees on the unused portion of the Revolving Credit Facility and customary letter of credit fees equal to the applicable
margins based on the Company’s total debt leverage ratio.

Under the terms of Revolving Credit Facility, the Company is required to adhere to certain financial and maintenance covenants
including maintaining maximum consolidated senior and maximum consolidated total debt leverage ratios of 4.85 to 1.0 for the 2018
fiscal year, 4.5 to 1.0 for the 2019 fiscal year and 4.0 to 1.0 thereafter. In addition, the Company is also required to maintain a
minimum interest coverage ratio of no less than 2.5 to 1.0. As at December 31, 2018 and December 31, 2017, the Company was in
compliance with all covenants under the Revolving Credit Facility.

The Company had $150.0 million ($150.0 million; U.S.Snil) and $230.2 million ($105.0 million; U.S.$100.0 million) drawn on its
Revolving Credit Facility as of December 31, 2018 and December 31, 2017, respectively, and had issued letters of credit totaling $70.9
million and $68.9 million under its bilateral demand letter of credit facilities as at December 31, 2018 and December 31, 2017,
respectively.
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Long-term debt

December 31,

2018 2017
Revolving credit facility, due March 31, 2023 ........ooooieiecieeeeee e e s S 150,000 S 230,180
$300 million 5.375% Notes due July 15, 2022.... 300,000 300,000
$600 million 5.25% Notes due July 15, 2024.........ccccovevuvenne.. 600,000 600,000
Unamortized issue discount and debt iSSUE COSES ......ccvuiiiriieiriiiirieiiieeeciee e ere v (10,422) (12,061)
(oY A= =Y e L] o) AR S 1,039,578 $1,118,119

The Notes agreements contain certain redemption options whereby the Company can redeem all or part of the Notes, at prices set
forth in the agreements, from proceeds of an equity offering or on the dates specified in the agreement. In addition, the Notes
holders have the right to require the Company to redeem the Notes at the redemption prices set forth in the agreement in the event
of a change in control or in the event certain asset sale proceeds are not re-invested in the time and manner specified in the
agreement.

The Company’s long-term debt contains non-financial covenants and customary events of default clauses. As of December 31, 2018
and December 31, 2017, the Company was in compliance with all of its covenants.

The components of finance costs are as follows:
December 31,

2018 2017
Interest expense, net of capitalized INTErest .......ccevveeeeciie e S 69,674 S 78,863
Interest expense, fiNance 1€aSe (NOLE 16) .....ievceeeeeiiieeieieie e eere e e e e eaeee e e areee s 5,907 -
LN ST INMCOMIB ..ttt ettt e e e ettt e e et e e e e taeeeetbeeeeaaseeeeasaeeeesseeeeasteeesansaeeeanrenaan (1,492) (1,782)
Foreign exchange loss (gain) on long-term debt .........ccccooiiiiiiiiiiiiice e, 4,403 (18,788)
Debt eXtiNgUISHMENT COSTS .oviiiiiiiiiiiei ettt e et e e e e et e e e e e e e aatr e e e e e e senbsaeeaaeeanns - 60,492
TOLAl FINANCE COST, MET ettt e e e e e e e e e et et et et eeeseesaeseeese et et eneenseesesseneeeseennennens S 78,492 S 118,785
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16 Lease Liabilities

Year ended

December 31,

2018
OPENING DAIANCE (NOTE 4) ..ttt e et e e et e e e et e e e e ette e e eetaee e e tbeeeeeearaeeeeareas S 172,834
FA¥o Lo 14 To o F-3 P PSR R PP PTTUUPRTPUPRN 19,506
DISPOSAIS ..o euteeeree et ettt ettt ettt e e ettt e e eteeebe e sbeeeteeeetaeeetee e beeeareeabeenteeeateeeteeebeeeeareas (834)
[aN T o ) q o 1= Y SR UUURROE 5,907
Interest expense from discontinued operations (note 8) ... 616
LEASE PAYMENES ...veveveveeeeeeteeeeeeseseeet e eeeeeeseeeesesesess et et sesesaesesaseseesas et et st eesessssesessensanasesesesseeseeseeaena (52,848)
Effect of movements in @XChange rates ........uvovuiieieciii et e e e 8,309
Transferred to held for sale and disposals (NOLE 8).......cccueieeiiiiieiiie e (44,419)
[ o Lo [T T=d1 o -1 =T o Tl < U UUURRROE 109,071
YU g= o1 A o To T 1o 4IPSO 36,200
Ending balance — NON-CUITeNt POITION .....ceiii it e et e e e e e e e e rbae e e e e e e eeannees S 72,871
Year ended
December 31,
20181
Variable |8aSE PAYMENTS ......uvieieiie ettt et e et e et e e et te e e s sate e e s steeeesntaeeeansseesennnaeeesnseeaans S 176,328
Short-term and [OW-Value |8aSES........uuiiiiiiiiiiei ettt sbee e s s aee e e saees 6,737
S 183,065

1. Variable lease payments, short-term and low-value leases on discontinued operations of 5152 million for the year ended December 31, 2018 are
included in the above amounts.

The Company incurs lease payments related to rail cars, head office facilities, vehicles and equipment, and surface leases. Leases are
entered into and exited in coordination with specific business requirements which includes the assessment of the appropriate
durations for the related leased assets. The Company has recognised lease liabilities in relation to all lease arrangements measured
at the present value of the remaining lease payments from commitments disclosed as at December 31, 2018 at an incremental
borrowing rate of 5.0%.

Short-term leases are leases with a lease term of twelve months or less while low-value assets comprised of information technology

and miscellaneous equipment. Such items are charged to cost of sales and general and administrative expenses in the consolidated
statements of operations.

17 Convertible debentures

Liability Equity

Component Component

Balance as at January 1, 2017 S 87,312 S 7,151
ACCretion OF ISSUE COSES ...nuuiiiiiiii it e e e e e e e e st ra e e e e e e e e abaesraeeas 2,607 -
DETEITEA TAXES .o eevvveeee ettt et e e eeb e e e e e et bbeeeeeeesebbaaeeeeeeessbssabareeeesensrnreeeeas - (128)
Balance as at December 31, 2007 ...cooovviiiiiiii e S 89,919 S 7,023
ACCTEtioN Of ISSUB COSES.ciiiuriiiiiiiiiiiiiieeite e e ettt e sttt e e e rtre e e sete e e s sateeeessteeessssseeesnseeeasnsnseenanes 2,547 -
Balance as at December 31, 2018 .....oooeiiiiiiiie e S 92,466 S 7,023

At December 31, 2018, the Company has an aggregate of $100.0 million principal amount of unsecured subordinated convertible
debentures (“the Debentures”) outstanding. The Debentures issued at par, bear interest at a rate of 5.25% per annum, payable semi-
annually on July 15 and January 15 in each year commencing January 15, 2017, will mature on July 15, 2021, and may be redeemed,
in certain circumstances, on or after July 15, 2019. The Debentures are convertible at the holder's option into common shares at any
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18

19

time prior to the earlier of the Maturity Date and the business day immediately preceding the date fixed for redemption by the
Company at a conversion price of $21.65 per Share (the "Conversion Price"), being a ratio of approximately 46.1894 Shares per $1,000
principal amount of Debentures. The Debentures are subordinated to the Company's senior indebtedness.

The Debentures are treated as a compound financial instrument and have been classified as a liability, net of issue costs and net of
the fair value of the conversion feature at the date of issue, which has been classified as shareholders’ equity. The liability component
will accrete up to the principal balance at maturity. The accretion of the liability component and interest payable are expensed in the
statements of operations. The fair value of the conversion feature was determined at the time of issuance as the difference between
the principal value of the Debentures and the discounted cash flows assuming a 7.8% rate which was the estimated rate for debt
with similar terms with no conversion feature. If the Debentures are converted into common shares, a portion of the value of the
conversion feature under shareholders’ equity and the liability component will be reclassified to shareholders’ equity along with the
conversion price.

Trade payables and accrued charges
Trade payables and accrued charges include the following items:

December 31,

2018 2017
TrAAE PAYADIES. ... vttt ettt et ettt et e ettt e et e et et e et e et e et e eae e teenteeaaesreees S 246,799 S 413,745
Accrued compensation CRArZES.........uuiiiii i e e e e e e e rrre e e e e e s e eaaraae e s 20,146 30,523
Accrued payment obligation (note 8 & 9) 39,156 -
Indirect taxes payable .......ccoceeveieiiiiieeeeee, 1,840 3,122
Risk management liabilities (note 30) .................. 7,715 11,276
Defined benefit plan obligations .... 253 286
L LY Tl o T 1V | o] L= SRR 24,590 25,607
[V Yol o =171 o] [T SRR 6,266 7,114
(01 V=T RS PPUSRRP 18,645 8,989
S 365,410 S 500,662

Provisions

The aggregate carrying amounts of the obligation associated with decommissioning and site restoration on the retirement of assets
and environmental costs are as follows:

Year ended

December 31,

2018 2017
OPENING DAIANCE ...ei ittt ettt ettt e e et e et e e e s teesbe e beeatesbeesbeesaeenreeaeesaeenseenneenes S 183,527 $ 171,038
LY 1= 5 0 =T o USSRt (2,577) (3,146)
7o [ [ To T o OO PP PP PP 8,038 3,656
Acquisitions through business combinations (NOte 9) .........cocuiieeiiiiieciii e 444 -
Change in discount rate 7,477 9,607
Unwinding of discount .........ccocceuvieeieiiiciiiienneenn. 3,916 3,912
Transfer to liabilities held for sale (NOtE 8) .....cccuuiiiiiiieiee e (38,950) -
Effect of changes in foreign eXchange rates........ccvv i ccciie e 936 (1,540)
ClOSING DAIANCE .. .ectvicteete ettt ettt et ettt et ete e be e beeaaesbeesbeeteeneesaeesaeenreenneenes S 162,811 $ 183,527

The Company currently estimates the total undiscounted future value amount, including an inflation factor of 2.0%, of estimated
cash flows to settle the future liability for asset retirement and remediation obligations to be approximately $342.8 million and
$327.2 million at December 31, 2018 and 2017, respectively. In order to determine the current provision related to these future
values, the estimated future values were discounted using an average risk-free rate of 2.2% and 2.2% at December 31, 2018 and
2017, respectively. The provision is expected to be settled to 39 years into the future. A one percent increase or decrease in the risk-
free rate would decrease or increase the provision by $46.7 million, respectively, with a corresponding adjustment to property, plant
and equipment.
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20 Other long-term liabilities
December 31,

2018 2017

Defined benefit plan obligations (NOTE 28) .....c.iiviiiicriieiicricreeee ettt S 967 S 1,262
Risk management liabilities (NOTE 30).....cccuiiiiiuiieeeiiie ettt ettt e et e 154 492
Other post-retirement benefits obligations (NOte 28)..........ccoeciiiiiiiieieiiiieeeee e 15,198 4,758
$ 16,319 $ 6,512

21 Share capital
Authorized
The Company is authorized to issue an unlimited number of common shares and preferred shares.

Holders of common shares are entitled to one vote per common share at meetings of shareholders of the Company, to receive
dividends if, as and when declared by the Board and to receive pro rata the remaining property and assets of the Company upon its
dissolution, liquidation or winding-up, subject to the rights of shares having priority over the common shares.

The preferred shares are issuable in series and have such rights, restrictions, conditions and limitations as the Board may from time
to time determine. The preferred shares shall rank senior to the common shares with respect to the payment of dividends or
distribution of assets or return of capital of the Company in the event of a dissolution, liquidation or winding up of the Company.
There were no issued and outstanding preferred shares as at December 31, 2018 or 2017.

Common Shares - Issued and outstanding

The following table below sets forth the issued and outstanding common shares for the years ended December 31, 2018 and 2017.
Common Shares

Number of

Common
Shares Amount
Balance as at JAaNUArY 1, 2007 ....ooe oo ceee et e e et e e et e e e e e et e e e e et e e e enta e e snaeeeerreeennes 141,733,032 S 1,909,032
Issuance in connection with the exercise of stock options 323,625 2,822
Issuance in connection with other equity awards . 1,147,731 -
Reclassification of contributed surplus on issuance of awards under equity incentive plans........ - 20,249
Balance as at DECEMDET 31, 2007 .....uuuuiuieieieriieierereeererereeereeereeereeee e reeeeeeteeeaeaeeeieseeeeeeeeeeeeeeeeeeeeeees 143,204,388 $ 1,932,103
Issuance in connection with the exercise of stock OptioNs.........ccceeeeiciiiiiee e, 104,897 1,056
Issuance in connection with other equity aWards .........cccooeeiiiiiiiee e 1,249,505 -
Reclassification of contributed surplus on issuance of awards under equity incentive plans........ - 21,987
Balance as at DECEMBDET 31, 2018.....uuuuuurieerieirieieiiieirerieeeereeereeerrteeereretetetetetststeteteteetteeeeeeeeteeeeeeeeenn 144,558,790 S 1,955,146

A dividend of $0.33 per share, declared on November 8, 2018, was paid on January 17, 2019. For the year ended December 31, 2018
the Company declared total dividends of $1.32 per common share.
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22 Income tax

The major components of income tax are as follows:

Year ended
December 31,
2018 2017
CUrrent tax eXPENSE (FECOVEIY) ...cviirieireeireeeeireesteereeeesteesteenseeeesseesseensesnnens S 64,303 S (30,721)
Adjustments and true-ups in respect of prior years (4,125) (4,981)
Current tax expense — discontinued operations (NOte 8).......cccceeeeeveeivciieeesciiee e, 3,410 32,094
Total current tax Provision (FECOVEIY) .........cuivvieiiiieiiiieniie et ere e 63,588 (3,608)
DEfEITEA TaX FECOVEIY ... .eviie ettt ettt e ettt e e et e e et e e e e te e e e etaeeeeaaeeeetteeeesteeeeneeas (10,593) (25,048)
Origination and reversal of temporary differences..........cccccee i, 6,028 2,546
Deferred tax expense (recovery) — discontinued operations (note 8) ........cccccveeeecineenns 2,695 (9,445)
Total deferred tax reCOVEery..........cccooviiiiiiiiiieie et (1,870) (31,947)
Net income tax expense (recovery) S 61,718 S (35,555)

The income tax recovery differs from the amounts which would be obtained by applying the Canadian statutory income tax rate to
income (loss) before income taxes. These differences result from the following items:

Year ended
December 31,
2018 2017
Income (loss) before income taxes, continuing operations S 136,738 S (124,530)
Income before income taxes, discontinued operations ........cccccccevevcieeeecieeeeeceee e s 76,028 133,110
INCOME DETOIE INCOME TAXES .uvvvrvrvriririirieieirreeereeeesrararsrererererereeererereeeeeearararararar—rerererereree 212,766 8,580
STatutory iNCOME TaX FATE .ovveeiiieei et e e e e e srar e e e e e e esannes 26.99% 26.96%
Computed INCOME tAX EXPENSE.....uieieirreereirreeeireeeeietreeessreeestreeesssseeesssseeessssessasssesesnsens 57,426 2,313
Changes in income tax expense (recovery) resulting from:

Recognition of previously unrecognized capital losses, net .......ccccovveeeeeeiciiennenn.. - (19,975)
Foreign exchange gain, OTNEI .......coviiciiecieiceecee ettt ettt e eaeas (38,834) (2,520)
Non-taxable portion of the loss (gain) on sale of net assets held for sale (note 8).. 24,996 (26,177)
Share based compensation ........ccccccceeeveveenn. 4,789 5,627
Rate differential on foreign taxes 702 (18,039)
GoOdWill IMPAITMENT ...eiiiiie e e et e e e e s nte e e e naeee s 10,388 -
Impact of corporate rate changes in U.S. ..ot - 32,758
Adjustments and true ups in respect of prior years ........ccccceeeeeieciiiieee e e, 1,904 (4,981)

(0] 1 =T USSP 347 (4,561)
S 61,718 S (35,555)
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Effective income tax rate — continuing operations ........cccccvevcieeeeciie e 40.7 % 46.7%
Effective income tax rate — discontinued operations.........cccceevcveeeecieeeecee e 8.0 % 17.0%
Year ended
December 31,
2018 2017

Current tax, from continUING OPEIratioNS .......cceeivevuieriiieeeecere et eteeeteeebeereeanens S 60,178 S (35,702)
Current tax, from discontinued OpPerations.........ccccccueeeeiiieeccciie e 3,410 32,094

$ 63,588 $  (3,608)
Deferred tax, from continUiNg OPErations ........c.ccvevveerreerieeeeieecteecre et e et eere e ereens S (4,565) S (22,502)
Deferred tax, from discontinued OpPerations..........cocccveieeeiiiececiiie e e 2,695 (9,445)

$  (1,870) $ (31,947)
Total current and deferred, from continuing operations.........cccceeeciiieeeiiecciiieeee e S 55,613 S (58,204)
Total current and deferred, from discontinued operations ........ccccccuveeeeeeeecciiieeeeeeencnnns S 6,105 S 22,649

The analysis of deferred tax assets and deferred tax liabilities is as follows:

Deferred tax assets:

Deferred tax asset to be settled after more than 12 months .......ccoeveveveveeeieieeicnnneee S 33,274 S 70,021
Deferred tax asset to be settled within 12 months........ccooeieiiiiiiiiiiiiiiiiiiiea, 2,600 5,200

S 35,874 S 75,221

Deferred tax liabilities:

Deferred tax liability to be settled after more than 12 months........ccccoeevvevvreeennen. S 77,440 S 99,823
Deferred tax liability to be settled within 12 months .........cccccooiciiiiieiiinciiieeeee, 200 1,000

S 77,640 S 100,823

Deferred taxX [Iabiliies, NEt ...ttt ettt e e et st e e e et e s eaeeesereeesesaeeeseneees S 41,766 S 25,602

The gross movement on the deferred income tax account is as follows:

Year ended
December 31,

2018 2017
OPENINE DAIANCE ..t ittt ettt e st s e ests et e steesaeeeseaeesteeteeneeeaeenteens S 25,602 S 55,185
Effect of changes in foreign eXxchange rates........cov i ecciee e (4,164) 2,388
Transfers to assets held for sale (NOtE 8) .....vvveieeieiiiiee e 25,108 -
INCOME StAtEMENT FECOVEIY ...ueviieieiieeeciieee ettt ettt e e e te e e eate e e st e e e eeteeeestaeesnnaeeesnseeeas (1,870) (31,947)
Tax credit relating to components of other comprehensive income..........cccccceeeeiieeeneen. (2,910) (24)
ClOSING DAIANCE ..ottt ettt ettt ae e te et e saeenteeaeseaeesteeteeaeeeasenteens S 41,766 S 25,602
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The movement in the significant components of deferred income tax assets and liabilities during the year, without taking into
consideration the offsetting balances within the same tax jurisdiction, is as follows:

Non-capital Asset Retirement Goodwill,
losses carried retirement benefit Intangibles,

Deferred tax assets forward obligations obligations and other Total
AtJanuary 1, 2017 c...oovveeviiiiieeieeieeeee e S 62,599 S 20,279 S 1,369 S 29,453 $113,700
(Charged) credited to the statement of operations

......................................................................... (15,402) 820 137 5,107 (9,338)
Charged to other comprehensive income.............. - - 24 - 24
Effect of changes in foreign exchange rates........... (2,108) (299) - (826) (3,233)
AtJanuary 1, 2018 .....ccccevveeiiiecie e S 45,089 $ 20,800 S 1,530 S 33,734 $101,153
(Charged) credited to the statement of operations (15,692) 3,618 (152) 6,205 (6,021)
Charged to other comprehensive income.............. - - 2,910 - 2,910
Transfers from assets held for sale (note 8)........... (9,175) (3,509) - (23,913) (36,597)
Effect of changes in foreign exchange rates........... 1,750 67 - 2,890 4,707
At December 31, 2018......ccccccvvevieeviieeee e S 21,972 $ 20,976 S 4,288 S 18,916 $ 66,152

Right-of-use
asset,
Property, Goodwill,
Plant and Intangibles,

Deferred tax liabilities Equipment and other Total
At JanUary 1, 2017 c.cooveeeiieieeee et $(151,559) S (17,326) $(168,885)
Credited to the statement of operations .........ccccceeeeeeirnineenen. 23,305 17,980 41,285
Effect of changes in foreign exchange rates...........cccccveeeeuneen.. 1,499 (654) 845
ALJANUANY 1, 2018 ..o eeeeree e eeeeeeeee e eeeeeeeseeeees $ (126,755) $ - $(126,755)
Credited to the statement of operations .........ccccceeeeeevnnineenen. 7,891 - 7,891
Transfers to assets held for sale (note 8) .......cceeevvvevcvveeeciieenne 11,489 - 11,489
Effect of changes in foreign exchange rates........ccccceecvvevevnnenn. (543) - (543)
At December 31, 2018........ooviiiieiiiieniee e $ (107,918) S - $(107,918)

Income tax losses carry forward

At December 31, 2018 and 2017, the Company had losses available to offset income for tax purposes of $89.8 million and $174.9
million, respectively. At December 31, 2018, the Company has $89.8 million of the losses available mainly in the U.S. that expire as

follows:

[DIYolY 1o =T 3 L1 1 TR 19,245
(D YolY 1o =T 3 L 1 YRR 64,568
(D IYoY 1o =T 3 L 2R 5,450
DECEIMDEE 31, 2038 uuueeueueeeeerieeeeeeeeeeeeesarereeaeeeeeseseeaaeeeeeeeeteressssasasasesssesesssesteaetetetesasasssessssssssesreresereterereserrrrrrrerrrrrrrereren 537

S 89,800
No income tax liability has been recognized in respect of temporary differences associated with investments in subsidiaries, except

for as disclosed in note 8 for assets held for sale, as the Company can control the timing of the reversal of the temporary difference
and the reversal is not probable in the foreseeable future.
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23 Revenue
Year ended
December 31,

2018 2017

Revenue from contracts with customers recognized at a point in time (2017 — Products) .... S 6,559,568 S 5,395,472
Revenue from contracts with customers recognized over time (2017 — Services) ................. 164,221 264,174
Total revenue from contracts With CUSTOMEIS .......oooiiiiiiiiiiii ettt et 6,723,789 5,659,646
Total revenue from lease arrangemMENTS .......ccevciiieeeiieeeciee e e e e st aer s et seeeaaens 122,800 -
S 6,846,589 S 5,659,646

1. Due to the adoption of IFRS 15 effective January 1, 2018 as discussed in note 4, the comparative information has not been restated and,
therefore, the results may not be comparable.

During the year ended December 31, 2018, the Company recognized $12.7 million of revenues which were included in the contract
liability balance at the beginning of the period.

Year ended December 31, 2018

Infrastructure Logistics Wholesale Total
Canada
External Service Revenue
Terminals storage and throughput/pipeline
transportation and services........cccccvvvveeiniiieeinineenn. S 80,510 S - S - S 80,510
Rail SEIVICES....oiiiiiiieeieeieee e 28,105 - - 28,105
PRD and other Services ......c..cccovveercieenieeniieniennneenn 17,409 - 2,899 20,308
External Product Revenue
- - 4,616,627 4,616,627
- - 368,006 368,006
- - 224,882 224,882
6,675 - - 6,675
S 132,699 S - S 5,212,414 S 5,345,113
u.s.
External Service Revenue
Hauling and transportation and other services.... S 4,366 S 30,932 S - S 35,298
External Product Revenue
Crude and diluent........ccccuveeeeenn. - - 727,750 727,750
Propane and other NGL - - 392,492 392,492
Refined products .......ccccoevciiieeei e, - - 223,136 223,136
Total revenue — U.S. ....cooovieeeerecieeieceeereeere e S 4,366 S 30,932 S 1,343,378 S 1,378,676
Total revenue from contract with customers ............ S 137,065 S 30,932 S 6,555,792 S 6,723,789
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24 Depreciation, amortization and impairment
Year ended
December 31,

2018 2017

Depreciation and impairment of property, plant and equipment (note 10)........cccecuuee.. S 143,160 S 100,837
Depreciation of right-of-use asset (NOte 11) ...cccccuvviieiieeeiiieeeceee e 43,184 -
Amortization and impairment of intangible assets (Note 13)......ccccceeviiievcieeevciee e, 10,870 23,340
S 197,214 S 124,177

Depreciation and impairment of property, plant and equipment, right-of-use asset and amortization and impairment of intangible
assets have been expensed as follows:

Year ended
December 31,
2018 2017
COSE OF SIS .ttt ettt e e et e e e et e e e ettt e s e teesaaeeeeaaretesa—eesaareeesaaratesaaaeeeaarerenans S 179,986 S 112,308
(T o L= = 1R La Lo B 1o [ T TS = L YL 17,228 11,869

S 197,214 S 124,177

25 Employee salaries and benefits

Year ended
December 31,

2018 2017
SAlArIES @NT WEEES....ueectierieeecteecte et eee et et eete et e et teebe e e e ebe e beeebeetsestaebeenseessestseteensesreenas S 98,037 S 103,728
Post-employment DENETILS ..o.uiiiiiie e e 4,910 4,972
Share based COMPENSATION ....cociiiiieiiee e e e et e e et ae e e e nre e e sanaeas 19,124 23,244
Termination benefits and restructuring COStS .......cccvviriiiiiieiiiiie e e e 2,608 16,786
S 124,679 S 148,730

Employee salaries and benefits have been expensed as follows:

Year ended
December 31,

2018 2017
COSE OF SISttt ettt e et e e et e e e et ee s e et e sasaaeeseeaeeeesareeesasaaeeeaaraeesaaratesaanreesaaraeens S 86,825 S 108,464
General and adminiStratiVe ....ooieieie i bbb e e e e e e rr e reraaes 37,854 40,266
S 124,679 S 148,730
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26

27

Compensation of key management

Key management includes the Company’s directors, executive officers, business unit leaders and other non-business unit senior vice

presidents. Compensation awarded to key management was:

Year ended
December 31,
2018 2017
Salaries and short-term employee benefits ........ccovvevieceiiiiiiece et S 6,047 S 5,852
Post-employment DENETItS . ....c..ii i e 311 1,094
Share based COMPENSATION ......ceiiiiiiiiieee e e e e e e e e e e e enbaareaaeeenas 6,886 8,191
T MINATION COSES ouuuiiiiiiiiiiiiiiiee ettt rre e e e e e e e eeb it aeeeeeeeeestaa e eeeeeresrsnanaeeeeeesesrananaees 62 3,967
$ 13,306 $ 19,104
Other operating income
Year ended
December 31,
2018 2017
SUBDIEASE INCOME ettt e e et e e et e e e et eeeeetee s e eeeeeaeeeesaeteeeaeeeeseeseeesanaeens S (3,670) S -
Loss on sale of net assets held for sale (NOtE 8) ......cccuviiiiiieieiiieeeee e 4,974 -
(0 14 o 1T T o Tolo 1 oS (3,395) (1,423)
S (2,091) S (1,423)
Per share amounts
The following table shows the number of shares used in the calculation of earnings per share for continuing operations:
Year ended
December 31,
2018 2017
Weighted average common shares outstanding — BasiC........cccceevcuieeeriieeeecneeesceeeeeeiee s 143,970,969 142,500,793
Dilutive effect of:
Stock options and Other AWards...........eeiicciiieii e e e e e 2,506,591 -
Weighted average common shares — Diluted ..........cooociieeiiiicciiiiiee e 146,477,560 142,500,793

The dilutive effect of 2.5 million stock options and other awards, and the potential common stock that would be issued upon the
conversion of the Debentures for the year ended December 31, 2018 have been included in the determination of the weighted
average number of common shares outstanding for continuing and discontinued operations. The impact of 1.1 million stock options
have not been included in the determination of weighted average number of common shares outstanding as the inclusion would be

anti-dilutive to the net income from continuing and discontinued operations per share.

The dilutive effect of 3.0 million stock options and other awards, and the potential common stock that would be issued upon the
conversion of the Debentures for the year ended December 31, 2017 have not been included in the determination of the weighted
average number of common shares outstanding as the inclusion would be anti-dilutive to the net loss from continuing operations
per share. The dilutive effect of 3.0 million stock options and other awards, and the potential common stock that would be issued
upon the conversion of the Debentures for the year ended December 31, 2017 have been included in the determination of the

weighted average number of common shares outstanding for discontinued operations per share.
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28 Post-retirement benefits
Defined benefit plans

The Company maintains a funded defined benefit pension plan and an unfunded defined benefit other post-retirement benefits plan
(“OPRB”).

The Company’s defined benefit pension plans are funded based upon the advice of independent actuaries. The Company is required
to file an actuarial valuation of the defined benefit pension plan with the provincial regulator every three years, with the most recent
actuarial valuation filing as at December 31, 2016. Based on the actuarial valuations as at December 31, 2018 and 2017, the status
of the defined benefit plans was as follows:

Accrued benefit obligation
Year ended
December 31,

2018 2017

Pension OPRB Pension OPRB

Accrued benefit obligation, beginning of Year ........ccccvecevveeeeceecreccecee e, S 16,317 S 4,758 $ 16,869 S 4,612
CUITENT SEIVICE COSTouuuiiiiiiiiiiiiieiiiiee et eetiee e trieeertteeeraaeeestteerestnserssaneeersnnserens 62 1,350 53 146
INEEIrEST COSE it 528 235 584 -
BENETitS PAid....iiiiieeiii e e e et ae e e e eanes (655) (445) (1,886) -
Actuarial 10SS (BaiN) coccuviiiiiiee et e (633) 9,300 693 -
(0] 1 o 1T S U U ST U OO ST U U PRR RPN (952) - 4 -

Accrued benefit obligation, end of YEar .........ccceiviviieiiceiiee e S 14,667 S 15,198 $ 16,317 S 4,758

Plan assets
Year ended
December 31,

2018 2017

Pension OPRB Pension OPRB

Fair value of pension plan assets, beginning of Year .......cccovveevevevieececeeeceeereennn S 15,404 $ - S 16,126 S -
INtErest ON Plan @SSELS...cciiii ittt e e e e e e e earre e e e e e eeans 484 - 528 -
Actual CONTIIDULIONS ...evviiieiiee e e e e raree s 871 445 613 -
Actual benefits PAid.......ccocuiee i e (655)  (445) (2,466) -
Actuarial ain (I0SS) coeeuvvieieiiee ettt e n (1,068) - 603 -
(@ ] =T PR (1,589) - - -

Fair value of pension plan assets, end of YEar.......ccccceevveeeeieiieeieeereete et S 13,447 § - S 15,404 S -

Accrued benefit liability

Year ended
December 31,
2018 2017
Pension OPRB Pension OPRB

Accrued benefit OblIZAtIoN .......c.ecviiieiieiececee et S (14,667) S (15,198) S (16,317) S (4,758)

Fair value of Plan @SSelS......uuiiiiiieieiiie e e 13,447 - 15,404 -

Accrued benefit Iability ....cvcciceieieceeieceece ettt s s S (1,220) $(15,198) S (913) S (4,758)
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The significant weighted average actuarial assumptions adopted in measuring the Company’s defined benefit plan obligation are as
follows:

Year ended
December 31,
2018 2017
(DT EY oo LU} Al o | =TT 3.75% 3.50%
Rate of COMPENSALION INCIEASE ....cc.eveieiiiiee ettt e e e s e e e s et e e e e ate e e ssteeessteeessssaeeennnenas 3.0% 3.0%

The assumed discount rate has an effect on the amounts reported for the defined benefit plan obligations. A one-percentage point
change in the discount rate would have the following impact:
One % point One % point
increase decrease

Increase/(decrease) in defined benefit plans 0bligations.........ccvveveeeciiicieeciie e S (4,286) S 5,458

Defined contribution pension plan

The Company operates defined contribution plans whereby, in some cases, contributions made by participants are matched by the
Company up to specified annual limits and in other cases, contributions are fully funded by the Company. The total expense recorded
for the defined contribution pension plans was $4.2 million and $4.7 million for the year ended December 31, 2018 and 2017,
respectively.

Share based compensation

The Company has established an equity incentive plan which permits the award of stock options, RSUs, PSUs and DSUs for executives,
directors, employees and consultants of the Company. Stock options provide the holder with the right to exercise an option to
purchase a common share, upon vesting, at a price determined on the date of grant. RSUs give the holder the right to receive, upon
vesting, either a common share or a cash payment, subject to consent of the Board, or its equivalent in fully paid common shares
equal to the fair market value of the Company’s common shares at the date of such payment. The RSUs granted in 2018 and 2017
were expected to be settled by delivery of common shares and accordingly, were considered an equity—settled award for accounting
purposes. Stock options and RSUs granted generally vest equally each year over a three year period. RSUs granted with specific
performance criteria are designated as PSUs. PSU’s vest at the end of the three year period and granting depends on the achievement
of certain performance criteria. DSUs are similar to RSUs except that DSUs may not be redeemed until the holder ceases to hold all
offices, employment and directorships.

At December 31, 2018, awards available to grant under the equity incentive plan totalled approximately 10.1 million.
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A summary of stock option activity is as follows:
Weighted-Average
Exercise Price

Number of Shares (in dollars)

Balance @t JAaNUAIY 1, 2007 c..ocuveevieeeeieceee ettt sttt ettt e et ete et e et eraeereente s 3,067,865 S 24.24
(= Lo L =T F TR 1,191,571 17.48
=T ol Y=o R (323,625) 8.72
S0 =Y 1 =T SR (639,096) 26.45

Balance at DECEMBEE 31, 2007 ...uuuuuurerererirerrierereeeeereeeereeererereeeeeeeeeerererreerrerreererererereeeeen 3,296,715 S 22.89
L€ =T LYo RS 126,939 16.70
EXEICISEA .. vttt ettt e e et e e e ettt e e e etae e e e tteeeeeabeeeeearaeeeeateeeeantaeeenneas (104,897) 10.07
FOITRITERA ...ttt e ettt e e et e e et e e e eearaeeeeabeeeeensaeeenneas (1,035,140) 26.77

Balance at December 31, 2018 ......oocuuiiieeeeee ettt ettt ettt ettt sae s 2,283,617 S 21.39

Vested and exercisable at December 31, 2018 ......ooeviviiiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeeee 1,520,569 S 23.40

Vested and exercisable at December 31, 2017 ...vieeiiieeieeiieeeeeeeeeeeeeeeeeeeeee e 2,046,485 S 25.89

Additional information regarding stock options outstanding as of December 31, 2018 is as follows:

Outstanding Exercisable
Weighted Average Weighted-Average

Remaining Exercise Remaining Exercise

Number Contractual Life Price Number Contractual Life Price

Outstanding (Years) (in dollars) Outstanding (Years) (in dollars)

116,157 4.2 S 16.70 116,157 4.2 S 16.70

1,186,292 3.6 17.41 423,244 3.6 17.45

30,123 0.5 22.03 30,123 0.5 22.03

32,791 2.4 23.83 32,791 2.4 23.83

295,122 3.2 25.32 295,122 3.2 25.32

216,550 1.4 25.99 216,550 1.4 25.99

392,034 2.2 28.54 392,034 2.2 28.54

14,548 2.8 35.51 14,548 2.8 35.51

2,283,617 3.1 1,520,569 2.8
A summary of RSUs, PSUs and DSUs activity is set forth below:
Number of Shares

RSUs PSUs DSUs
Balance at January 1, 2017 ...t 1,112,791 1,530,320 196,582
(€T =10 =T ISP SRRt 876,261 535,921 330,756
Issued for common Shares ........ccccvvevciieeccciee e (830,803) (295,283) (21,646)
oY =Y | =T SRR (220,948) (740,123) -
Balance at DecemMbBEr 31, 200 7.....uuuuuueeeieieeeieieeeieieeeieeeeeeeeeeeeeeeeeerereresereseeeeens 937,301 1,030,835 505,692
(€] =T L= SR 692,210 617,802 237,895
Issued for common Shares .........ccceeecviieeeiiee e (641,811) (381,536) (226,148)
FOITRITRA .. uiiieiie ettt e et e e e e eabeeeenns (220,145) (519,716) (1,091)
Balance at December 31, 2018........uuueeieeereririreeerieereeeeeeeeeeeeeeeeeereeeeeesereseeeaens 767,555 747,385 516,348
Vested, Balance at December 31, 2018.......coovvvviiiiiiiiiiiiiiiie, - - 516,348
Vested, Balance at December 31, 2017 ...oovveiiiiiiiiiiiiiiiii, 24,492 - 505,692

Share based compensation expense was $17.7 million and $22.1 million for the years ended December 31, 2018 and 2017,
respectively, and is included in general and administrative expenses.
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The fair value of the options granted was estimated at $1.99 and $2.36 per option for the year ended December 31, 2018 and 2017.
The fair value of options was calculated by using the Black-Scholes model with the following weighted average assumptions:

Year ended Year ended

December 31, December 31,

2018 2017

EXpected dividend rate .. ..o ittt st eta e sabeeeeas 7.9% 7.7%
Lo =Tot=Te IV o] F= 1 1 L1 YRR 31.7% 35.3%
I S 1 Y=l 0 =Y =Ty =1 o <SS 1.9% 1.1%
Expected life Of OPtioN (YEAIS) . ... uei et e s e e e et e e e eae e e sanaeeeas 3.0 3.0

The fair value of RSUs, PSUs and DSUs was determined using the five days weighted average stock price prior to the date of grant.

Financial instruments
Non-Derivative financial instruments

Non-derivative financial instruments comprise cash and cash equivalents, trade and other receivables, net investment in finance
lease, trade payables and accrued charges, amounts borrowed under the credit facilities, dividends payable, Debentures and long-
term debt.

Cash and cash equivalents, trade and other receivables, trade payables and accrued charges and dividends payable are recorded at
amortized cost which approximates fair value due to the short term nature of these instruments.

Long-term debt including credit facility are recorded at amortized cost using the effective interest method of amortization. As at
December 31, 2018, the carrying amount of long-term debt was $1,050.0 million less debt discount and issue costs of $10.4 million
and the fair value of long-term debt based on period end trading prices on the secondary market (Level 2) was $1,038.6 million. As
at December 31, 2017, the carrying amount of long-term debt was $1,130.2 million less debt discount and issue costs of $12.1 million
and the fair value of long-term debt based on period end trading prices on the secondary market (Level 2) was $1,144.1 million.

The Debentures liability component is recorded at amortized cost using the effective interest method of amortization. As at
December 31, 2018, the total carrying amount of the debentures liability and equity components was $100.0 million less debt
discount and issue costs of $2.5 million, less deferred taxes relating to the equity component of $2.8 million. The fair value of the
Debentures based on period end trading prices on the secondary market (Level 2) was $98.1 million (December 31, 2017 — $105.0
million).

Financial assets and liabilities are only offset if the Company has the current legal right to offset and intends to settle on a net basis
or settle the asset and liability simultaneously. The following table provides a summary of the Company’s offsetting trade and other
receivables and trade payables and accrued charges:

December 31, December 31,
2018 2017

Trade

Trade and Trade payable Trade and payable and

other and accrued other accrued

receivables charges receivables charges

Gross amounts S 139,239 S 112,059 S 530,965 S 433,272

Amount offset (90,573) (90,573) (340,589) (340,589)
Net amount included in the consolidated

financial statemMeENTS....ciivceeeeeeeeeeeeee e S 48,666 S 21,486 S 190,376 S 92,683
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Derivative financial instruments (recurring fair value measurements)

The following is a summary of the Company’s risk management contracts outstanding:

December 31, December 31,
2018 2017

Assets Liabilities Assets Liabilities

ComMMOAity FULUTES ..veeveeericteeerecreceee ettt S 1,937 S 616 S 384 S 6,257

COMMOUILY SWAPS wevvreeereeeeieiieeeeireeerrreeesireeessereeesnreeesnseeeeas 2,565 2,887 4,808 2,214

EQUITY SWaAPS ettt 677 2,915 324 3,297

Foreign currency forwards ........cccoceeeeeiiciiiieeie e 504 1,451 1,883 -

L) =1 USSP S 5,683 S 7,869 S 7,399 S 11,768
Less non-current portion:

Commodity fULUIES ..o, - - 384 215

Commodity SWaps.....cccceeuvenn. - - 567 -

Equity sSWapsS.....cceeeveveieieicnnnnne - 154 294 277

Foreign currency forwards - - 122 -

- 154 1,367 492

CUITENT POITION...eiitiiiteete ettt ettt eve ettt eaees S 5,683 S 7,715 S 6,032 S 11,276

The fair value of financial instruments is classified as a non-current asset (long-term prepaid expense and other assets) or liability
(other long-term liabilities) if the remaining maturity is more than 12 months and, as a current asset or liability, if the maturity is less
than 12 months.

(i)

(i)

(iif)

Commodity financial instruments
Futures, options and swaps

The Company enters into futures, options and swap contracts to manage the price risk associated with sales, purchases and
inventories of crude oil, natural gas liquids and petroleum products.

During the year ended December 31, 2018, the Company entered into certain WTI differential futures to manage the exposure
to price risks associated with the purchases of crude oil feedstock.

Currency financial instruments

The Company enters into forward and options contracts to buy and sell U.S. dollars in exchange for Canadian dollars to fix the
exchange rate on its estimated future net cash inflows denominated in U.S. dollars and long-term borrowings denominated in
U.S. dollars.

There were no contracts entered into during the year ended December 31, 2018.

During the year ended December 31, 2017, the Company entered into U.S. dollar forward contracts to buy U.S. dollars on a
notional amount of US$480.0 million at a weighted average rate of $1.33 for US$1.00 which settled on March 22, 2017 and on
October 5, 2017. The overall value of the U.S. dollar forward contracts settlement was $2.2 million loss during the year ended
December 31, 2017.

Equity price financial instruments

During 2018, the Company had equity swaps of 1.5 million notional amount common shares at an average price of $20.18 per
share (2017 — $20.18 per share) for settlement over a two year period. The Company entered into these equity swap contracts
to help manage equity price and dilution exposure to shares that it issues under its share based compensation programs. During
the year ended December 31, 2018 the Company recognized an unrealized gain of $0.9 million (2017 — unrealized loss of $1.2
million).
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The value of the Company’s derivative financial instruments is determined using inputs that are either readily available in public
markets or are quoted by counterparties to these contracts. In situations where the Company obtains inputs via quotes from its
counterparties, these quotes are verified for reasonableness via similar quotes from another source for each date for which financial
statements are presented. The Company has consistently applied these valuation techniques in all periods presented and the
Company believes it has obtained the most accurate information available for the types of financial instrument contracts held. The
Company has categorized the inputs for these contracts as Level 1, defined as observable inputs such as quoted prices in active
markets; Level 2 defined as inputs other than quoted prices in active markets that are either directly or indirectly observable; or
Level 3 defined as unobservable inputs in which little or no market data exists therefore requiring an entity to develop its own
assumptions.

The Company used the following techniques to value financial instruments categorized in Level 2:

e The fair value of commodity swaps is calculated as the present value of the estimated future cash flows based on the difference
between contract price and commodity price forecast.

e The fair value of foreign currency forward contracts is determined using the forward exchange rates at the measurement date,
with the resulting value discounted back to present values.

The fair value of financial instrument contracts by fair value hierarchy at December 31, 2018 was:

Total Level 1 Level 2 Level 3
Assets from financial instrument contracts
ComMMOAity FULUIES ...ecvieeeicteeerecrecteete ettt S 1,937 S 1,937 S - S -
COMMOMItY SWAPS ceeivreeeeeieeeriteeestreeeeereeesreeeesereeesseeeessaeeeas 2,565 - 2,565 -
Equity swaps.....ccceeveveveieieinnnnne 677 677 - -
Foreign currency forwards 504 - 504 -
Lo I TET=] £SO S 5,683 S 2,614 S 3,069 S -
Liabilities from financial instrument contracts
(0o 11T TeTo [1 AV (U1 (U] =Y S 616 S 561 S 55 S -
CoMMOItY SWAPS ceeeieeiiiiiiieeeeeciteeee e e eeecitare e e e e e e sbrereeeeeesnnnes 2,887 - 2,887 -
Equity sSwaps.....ceeeveveveieicinnnnne 2,915 2,915 - -
Foreign currency forwards 1,451 - 1,451 -
Total Habilities ...cccvveeeciiee e S 7,869 S 3,476 S 4,393 S -

The fair value of financial instrument contracts by fair value hierarchy at December 31, 2017 was:

Total Level 1 Level 2 Level 3
Assets from financial instrument contracts
ComMMOUity FULUIES ...ocvieeeeereeerecreceeete ettt S 384 S 384 S - S -
COMMOItY SWAPS ceeivreeeeeiieeriteeestieeeeiereeesraeeesereeesseeeessneeens 4,808 - 4,808 -
EQUITY SWaPS..iiii i 324 324 - -
Foreign currency forwards .......cccccoevciiiiieeiieeciiiieee e, 1,883 - 1,883 -
TOtAl @SSEES..iviiriiieitiecte ettt ettt ettt e naean S 7,399 S 708 S 6,691 S -
Liabilities from financial instrument contracts
CoMMOUItY FULUFES ..ocvvieveicrecteceeceeeteeeteete et S 6,257 S 6,257 S - S -
COMMOUILY SWAPS ceeevieeeeierieeiiieeeeireeeeinreeesraeeeeereeesseeeesnseeens 2,214 - 2,214 -
EQUITY SWaPS.cciieieieieie e 3,297 3,297 - -
Total Habilities ...cccvveeeciiee e S 11,768 S 9,554 S 2,214 S -
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The impact of the movement in the fair value of financial instruments has been expensed in the consolidated statements of
operations as follows:

Year ended
December 31,
2018 2017
COSE OF SAIES GAIN ©.vveiveiceeeee ettt ettt et ettt ettt e e taesbeesteeateeaeesaeestsentseseesaeesteeteenreens S 1,197 S 2,803
Share based compensation GaiN (10SS)......cccueiiiiiieieiiie e e e aree s 923 (1,188)
S 2,120 S 1,615

Financial Risk Management

The Company’s activities expose it to certain financial risks, including foreign exchange risk, interest rate risk, commodity price risk,
credit risk and liquidity risk. The Company’s risk management strategy seeks to reduce potential adverse effects on its financial
performance. As a part of its strategy, both primary and derivative financial instruments are used to hedge its risk exposures.

There are clearly defined objectives and principles for managing financial risk, with policies, parameters and procedures covering the
specific areas of funding, banking relationships, interest rate exposures and cash management. The Company’s treasury and risk
management functions are responsible for implementing the policies and providing a centralised service to the Company for
identifying, evaluating and monitoring financial risks.

a) Foreign currency exchange risk

Foreign exchange risks arise from future transactions and cash flows and from recognized monetary assets and liabilities that are not
denominated in the functional currency of the Company’s operations.

The exposure to exchange rate movements in significant future transactions and cash flows is managed by using foreign currency
forward contracts and options. These financial instruments have not been designated in a hedge relationship. No speculative
positions are entered into by the Company.

Foreign currency exchange rate sensitivity

If the Canadian dollar strengthened or weakened by 5% relative to the U.S. dollar and all other variables, in particular interest rates
remain constant, the impact on net income and equity would be as follows:

December 31,

2018 2017

U.S. Dollar Forwards
FAVvOrable 5% ChanEE.......cviieeiiecie ettt ettt ettt et ettt e st ebe e teebeeaeesaeesteenneenneeas S 1,928 S 3,419
Unfavorable 5% change (1,928) (3,419)

The movement is a result of a change in the fair value of U.S. dollar forward contracts and options.

The impact of translating the net assets of the Company’s U.S operations into Canadian dollars is excluded from this sensitivity
analysis.

b) Interest rate risk

Interest rate risk is the risk that the fair value of a financial instrument will be affected by changes in market interest rates. At
December 31, 2018, the Company has insignificant exposure to changes to market interest rates that relate to the $150.0 million
(2017 — $230.2 million) drawn on the Company’s credit facility.
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c) Commodity price risk

The Company is exposed to changes in the price of crude oil, NGLs, oil related products and electricity commaodities, which are
monitored regularly. Crude oil and NGL priced futures, options and swaps are used to manage the exposure to these commodities’
price movements. These financial instruments are not designated as hedges. Based on the Company’s risk management policies, all
of the financial instruments are employed in connection with an underlying asset/liability and/or forecasted transaction and are not
entered into with the objective of speculating on commodity prices.

The following table summarizes the impact to net income and equity due to a change in fair value of the Company’s derivative
positions because of fluctuations in commodity prices leaving all other variables constant, in particular, foreign currency rates. The
Company believes that a 15% volatility in crude oil and NGL related prices is a reasonable assumption.

December 31,

2018 2017

Crude oil and NGL related prices
Favorable 15% Change......c.coveiuieieietieetecete ettt et ettt e ebeeaesteesbeebeeaaesaeenbeenteeaseeaeenreenns S 7,275 S 6,224
UNTavorable 15% Change.......ccocciiiiiiiee ettt ettt e e s e e e eeae e e sta e e e e taeeesnstaeesnnreaeansseeennes (7,275) (6,224)

d) Credit risk

The Company’s credit risk arises from its outstanding trade receivables, including receivables from customers who have entered into
fixed term contractual arrangements to have dedicated use of certain of the Company’s tanks. A significant portion of the Company’s
trade receivables are due from entities in the oil and gas industry. Concentration of credit risk is mitigated by having a broad customer
base and by dealing with credit-worthy counterparties in accordance with established credit approval practices. The Company
actively monitors the financial strength of its customers and, in select cases, has tightened credit terms to minimize the risk of default
on trade receivables.

At December 31, 2018, impairment from expected credit losses under the simplified approach was $0.1 million (note 5) including the
impact of IFRS 9 adoption (note 4). At December 31, 2018, approximately 7% of net trade receivables were 30 days past the due date
but not considered impaired (December 31, 2017 — 2%). The maximum exposure to credit risk related to trade receivables is their
carrying value as disclosed in these financial statements.

The Company establishes guidelines for customer credit limits and terms. The Company review includes financial statements and
external ratings when available. The Company does not usually require collateral in respect of trade and other receivables. The
Company provides adequate provisions for expected losses from the credit risks associated with trade receivables. The provision is
based on an individual account-by-account analysis and prior credit history.

The Company is exposed to credit risk associated with possible non-performance by financial instrument counterparties. The
Company does not generally require collateral from its counterparties but believes the risk of non-performance is low. The
counterparties are generally major financial institutions or commodity brokers with investment grade credit ratings as determined
by recognized credit rating agencies.

The Company’s cash equivalents are placed in time deposits with investment grade international banks and financial institutions.
e) Equity price risk

The Company is exposed to changes in the Company’s share price with respect to equity swap contracts. If the Company’s share price
increased or decreased by 10%, the impact on net income and equity would be as follows:

December 31,

2018 2017

Equity Swaps
Favorable 10% Change.......couiicueeiciee ettt ettt e e s e tee e steeetesebeeenteesareenaeeenens S 1,998 S 1,930
UNTavorable 10% Change.......oi o uiei ettt ettt et saee e e sbae e e sate e e sanes (1,998) (1,930)
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f) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. This risk relates to the
Company’s ability to generate or obtain sufficient cash or cash equivalents to satisfy these financial obligations as they become due.
The Company’s process for managing liquidity risk includes preparing and monitoring capital and operating budgets, coordinating
and authorizing project expenditures and authorization of contractual agreements. The Company may seek additional financing
based on the results of these processes. The budgets are updated with forecasts when required and as conditions change. Cash and
cash equivalents and the Revolving Credit Facility are available and are expected to be available to satisfy the Company’s short and
long-term requirements. The Company has a Revolving Credit Facility of $560.0 million and three bilateral demand letter of credit
facilities totaling $150.0 million. At December 31, 2018, $150.0 million was drawn against the Revolving Credit Facility and the
Company had outstanding issued letters of credit of $70.9 million.

The terms of the Notes and Revolving Credit Facility require the Company to comply with certain covenants. If the Company fails to
comply with these covenants the lenders may declare an event of default. At December 31, 2018 and December 31, 2017, the
Company was in compliance with these covenants.

Set out below is a maturity analyses of certain of the Company’s financial contractual obligations as at December 31, 2018. The
maturity dates are the contractual maturities of the obligations and the amounts are the contractual undiscounted cash flows.

On demand or

within one Between one After
year and five years five years Total

Trade payables and accrued charges (excluding derivative
financial instruments and accrued interest)...................... S 333,105 S - S - S 333,105
Dividend payable ......cceeeviiiieeeie e 47,704 - - 47,704
Long-term debt.......ccccueiiiiiiieeiiee e - 300,000 600,000 900,000
Credit faCilities covvieee e - 150,000 - 150,000
Debentures (debt and equity component)........... - 100,000 - 100,000
Interest on long-term debt and Debentures 52,875 175,064 18,375 246,314
Commodity futures... 616 - - 616
CoOMMOILY SWAPS...iiiiiiieeiiieeeeiteeeeeeeestre e e e ere e e sree e e sreeeenaens 2,887 - - 2,887
EQUITY SWaAP ..uiiiiiiiiiiiiiiiereierererereeeeeeeeeeeeeeeeeeere e e e e e e e e e eeeaeeeeeaeaeeeas 2,761 154 - 2,915
Foreign currency forwards.........cccocvveeeeiieeeccceee e, 1,451 - - 1,451
Lease liabilities.......ocecviiieciie e 39,824 59,627 26,373 125,824
S 481,223 S 784,845 S 644,748 S 1,910,816

Capital management

The Company's objectives when managing its capital structure are to maintain financial flexibility so as to preserve the Company’s
ability to meet its financial obligations and to finance internally generated growth capital requirements as well as potential
acquisitions.

The Company manages its capital structure and makes adjustments to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. The Company considers its capital structure to include shareholders' equity, long-term debt,
the Debentures, the Revolving Credit Facility, lease liabilities and working capital. To maintain or adjust the capital structure, the
Company may draw on its revolving credit facility, issue notes or issue equity and/or adjust its operating costs and/or capital spending
to manage its current and projected debt levels.

Financing decisions are made by management and the Board based on forecasts of the expected timing and level of capital and
operating expenditure required to meet the Company’s commitments and development plans. Factors considered when determining
whether to issue new debt or to seek equity financing include the amount of financing required, the availability of financial resources,
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the terms on which financing is available and consideration of the balance between shareholder value creation and prudent financial
risk management.

Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as shown in the consolidated balance
sheet, lease liabilities, and the Debentures), less cash and cash equivalents. Total capital is calculated as net debt plus share capital
as shown in the consolidated balance sheet.

December 31,

2018 2017
Total financial liability DOrTOWINGS .......ccuiivviieieiecteceeee ettt ettt e ens S 1,148,649 S 1,118,119
Debentures (liability cOMPONENt) M) ........cuiiiiicieeeieeeeee ettt 89,765 89,765
Less: cash and cash @qUIVAIENTS...........oocuiiiieiie ettt et e (95,301) (32,138)
N =Y o 1] o | PSP 1,143,113 1,175,746
Total share capital (including Debentures — equity component) 1,962,169 1,939,126
o] = o o 11 - | PR S 3,105,282 S 3,114,872

(1) The Debentures are included in the above total capital calculation in accordance with the Company’s view of its capital structure which includes
shareholders’ equity, long-term debt, the Debentures, the Revolving Credit Facility, and working capital. The Debentures and associated interest
payments are excluded from the definition of net debt included in the consolidated senior and total debt covenant ratios, as well as the
consolidated interest coverage covenant ratio.

If the Company is in a net debt position, the Company will assess whether the projected cash flow and availability under the Revolving
Credit Facility and the bilateral demand letter of credit facilities are sufficient to service this debt and support ongoing operations.

Commitments and contingencies
Commitments

Lease obligations primarily relate to office leases, rail cars, vehicles, field buildings, various equipment and terminal services
arrangements. The minimum payments required under these commitments, net of sub-lease income, are as follows:

2000 ottt et ettt e e e e ete e eeteeebeee—eeatbeeahaeeateeeaaaeeabeeeteaeatbteaaae ettt entaeabeeeateeeaabeeataeentreenteeereseteeenrrens S 48,624
2020 ottt e e et ete e e e eeteeeeteeebee e a—teateteaaaeeateeeaaaeeateeea—eteatbteaaae ettt eataeabeeeabeeeaareeaaaeeateeeateeetesenteeenrres 27,160
202 et e ettt e et e e eeteeebe et a—eeateteahaeeatateaaaeaateeateseatbteaaaeetteenbaeabeeebeeeatreeataeeateeenteeeteseteeenrres 18,265
2022 et e— e ettt e e e eteeeateee—e e e a—eeateteataeeataeeaaaeaateeaateseatbteaaaeeateeeataeabeeeteeeatbeeataeeateeenteeeatesenteeenrres 13,069
0 TSRS 10,613
L0 1 T o Yo B =1 =] R 32,251

S 149,982

With respect to capital expenditures, at December 31, 2018, the Company had an estimated amount of $290.0 million remaining to
be spent that relates to projects approved at that date.

Contingencies

The Company is involved in various claims and actions arising in the course of operations and is subject to various legal actions and
exposures. Although the outcome of these claims are uncertain, the Company does not expect these matters to have a material
adverse effect on the Company’s financial position, cash flows or operational results. If an unfavorable outcome were to occur, there
exists the possibility of a material adverse impact on the Company’s consolidated net income or loss in the period in which the
outcome is determined. Accruals for litigation, claims and assessments are recognized if the Company determines that the loss is
probable and the amount can be reasonably estimated. The Company believes it has made adequate provision for such legal claims.
While fully supportable in the Company’s view, some of these positions, if challenged may not be fully sustained on review.

The Company is subject to various regulatory and statutory requirements relating to the protection of the environment. These
requirements, in addition to the contractual agreements and management decisions, result in the recognition of estimated
decommissioning obligations and environmental remediation. Estimates of decommissioning obligations and environmental
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Subsequent Events

33 Supplemental cash flow information

remediation costs can change significantly based on such factors such as operating experience and changes in legislation and
regulations.

On March 4, 2019, the Company announced that the Board declared a quarterly dividend of $0.33 per common share for the first
quarter on its outstanding common shares. The common share dividend is payable on April 17, 2019 to shareholders of record at the
close of business on March 29, 2019.

On February 28, 2019, the Company completed the sale of its non-core ESN business for gross proceeds of $51.8 million, subject to
closing adjustments.

Year ended
December 31,
2018 2017
(note 8)
Cash flow from operating activities
Net income (loss) from continUiNg OPErations ..........ccceoecieeeeciieeeciiee e S 81,125 S (66,326)
Adjustments for non-cash items:
R T [ Lol ol oo 1 KoY o {= USRI 78,492 118,785
INCOME taX EXPENSE (FECOVEIY) ..uvieeeeriieeeieieeeeteeeeecteeeeetteeeectteeeeetreeeeaeeseeeetreseensseseenreas 55,613 (58,204)
Depreciation and impairment of property, plant and equipment..........ccccovvieeieeiiinnnnns 143,160 100,837
Depreciation of right-0f-USE @SSet.........uuuiiiiiiiiiiiiiic e e 43,184 -
Amortization and impairment of intangible assets.........cccociviiciiie e, 10,870 23,340
Impairment of EOOAWIill...........ooiiiiiiee e s 20,479 69,414
Share based COMPENSATION ....c..uiiiiiiee e e e s e e e aeae e e rareeeens 19,124 23,244
Loss (gain) on sale of property, plant and equipment .........cccceeeeciievciee e, 1,700 (2,813)
(01 1T O PP P TP POPRRPN 10,238 (4,065)
Net gain on fair value movement of financial instruments...........ccccceeeveeeiiieee e, (1,197) (1,615)
U] o] o) = I} = Yo F 10 Iy 41 0 =T oL (PSR 381,663 268,923
Changes in items of working capital:
Trade and other receivables ... et e 134,586 (43,404)
INVENTOIIES .ttt et e e et e e e et e e e et e e e e e etaeeeeteeeeesbesessbeaeestreseensseeeasreas 53,101 (26,862)
OhEr CUMTENT @SSELES .oeiiitiieeeiiie et eett e eeete e ettt e e ettt e e ettt e e e e e taeeeeeabeeeeesaeeeesseeeessseaeanes 2,726 (2,619)
Trade payables and accrued Charges ......c.oooecviiieciie e et (148,633) 48,331
DETEITEA FEVENUE ..ottt et e e e et e e et e e e eabe e e e e eataeeeenneas - (2,771)
Contract liabilities (NOTE 4)..cc..eeie et e e e s rre e e e areeeeanes 8,442 -
Subtotal of changes in items of working capital .........cccceeivoiieiicie e 50,222 (27,325)
INCOME TAXES FECEIVEM, NET ..evveieieiiiiiiiiiiiiitiiiiirir e aeaebbarababarararsssesaaasassssssssssssssssssrsrarans 14,076 -
Cash provided by operating activities from continuing operations ........cccccceceeeeerieeeccciveee e, S 527,086 S 175,272
Cash provided by operating activities from discontinued operations (note 8)..........cccccverenneeen. 36,652 22,107
Net cash provided by Operating aCtiViti@S.......c.ccveerereeiieireere ettt et s ereere e S 563,738 S 197,379
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