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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” or the “Company”) as of February 24, 2020 and should be read in conjunction
with the audited consolidated financial statements and related notes of the Company for the years ended December 31, 2019 and
2018, 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, 2019 (“AIF”) 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 a crude oil processing facility in Moose
Jaw, Saskatchewan (the “Moose Jaw Facility”) and an infrastructure position in the United States (“U.S.”).

SELECTED FINANCIAL INFORMATION

Three months ended December 31 Years ended December 31
2019 2018 2019 2018

Continuing operations !

SegmMeNnt Profit 3......ccvcvveeieireieeeecreere e S 132,015 S 153,569 S 494,250 §$ 487,087
Adjusted EBITDA 23 ........ooeeieceeieceeee e 125,949 134,001 459,219 457,315
Cash flow from operating activities 3............cceueeee 105,670 262,044 362,155 527,086
Distributable cash flow 23 ........coooviiiiiiiiieeeee 75,810 78,190 301,539 259,126
Growth capital expenditures 3 S 46,703 S 81,745 S 229,081 S 221,198
Combined operations 2

Combined Adjusted EBITDA 234 .........c.ccvveveenene S 125,949 S 140,479 S 467,316 S 490,083
Distributable cash flow 34 ..........cooviiviiiiiiiiicinnene 75,660 84,123 309,293 282,517

Last Twelve Months - As at December 31

2019 2018
Debt and dividend payout ratios !
Debt to capitalization ratio ... 49% -
Interest coverage ratio.....cccccvvirciveeeeeiiniiiieee e 6.7 6.7
Combined dividend payout ratio 3.........ccceeevevvrieneseenenne. 62% 67%

Years ended December 31

2019 2018 20173
REVENUE 3 ...ttt ettt et aeas S 7,336,322 S 6,846,589 S 5,659,646
Net iNComMEe (10SS) 3 ..viiiuriieeeeie ettt et 176,339 81,125 (66,326)
Basic income (loss) per share3.......ccccceeveveeieevieneeseseennens 1.21 0.57 (0.47)
Diluted income (loss) pershare3.......c.ccccvevvveevveecreesveennen. 1.19 0.56 (0.47)
Dividends declared ($1.32 per share) ......cccccvevveevevreervennens S 192,001 S 190,326 S 188,470

As at December 31

2019 2018 20173
Total assets ......cccoevvvvvveereenns S 2,976,690 S 2,809,576 S 2,964,434
Total non-current liabilities 1,626,916 1,461,685 1,498,900

1. See definition of non-GAAP measures on pages 15 to 16 and 38. Combined Adjusted Earnings Before Interest, Taxes, Depreciation and Amortization
(“EBITDA”) and Combined distributable cash flow, represents the aggregated results of both continuing and discontinued operations.
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2. See pages 16 to 17 and 22 to 23 for a reconciliation of Adjusted EBITDA to segment profit and distributable cash flow to cash flow from operations,
respectively.

3. The current and prior period results include the impacts from the adoption of IFRS 15 — Revenue from Contracts with Customers and IFRS 16 —
Leases. 2017 comparative information has not been restated and, therefore, may not be comparable.

2019 REVIEW

Financial highlights

o

Segment profit for the Infrastructure segment of $299.1 million increased by $15.6 million, for the year ended December
31, 2019 compared to $283.5 million, for the year ended December 31, 2018 primarily due to seven additional tanks
brought into service during 2019 under take-or-pay, stable fee-based contracts, the expansion of the Hardisty Unit Rail
Facility (the “HURC Facility”), the Viking Pipeline Project (“Viking Pipeline”) entering service, and additional capacity
available at Moose Jaw Facility, partially offset by the impact of a $15.0 million future environmental remediation provision
recorded in the second quarter of 2019 related to a claim filed against an adjacent operator at the Hardisty Terminal.
Absent the $15.0 million future environmental remediation provision, Infrastructure segment profit increased by $30.6
million, for the year ended December 31, 2019.

Segment profit for the Marketing segment of $195.1 million decreased by $8.5 million, for the year ended December 31,
2019 compared to $203.6 million, for the year ended December 31, 2018. The decrease was due to lower margins earned
from the Refined Product businesses in 2019 due to narrower differentials in the current year.

Segment profit from continuing operations of $494.3 million increased by $7.2 million, for the year ended December 31,
2019 compared to $487.1 million, for the year ended December 31, 2018. The increase was driven by stronger performance
from the Infrastructure segment, partially offset by the $15.0 million future environmental remediation provision, and
lower Marketing results in the current year.

Adjusted EBITDA from continuing operations of $459.2 million increased by $1.9 million, for the year ended December 31,
2019 compared to $457.3 million, for the year ended December 31, 2018. The increase was due to higher segment profit
as discussed above, partially offset by corporate foreign exchange losses incurred during the current year.

The Company had record distributable cash flow from combined operations of $309.3 million, which increased by $26.8
million, for the year ended December 31, 2019 compared to $282.5 million, for the year ended December 31, 2018,
resulting in a payout ratio of 62% for the year ended December 31, 2019.

Net income from continuing operations of $176.3 million increased by $95.2 million, for the year ended December 31,
2019 compared to a net income of $81.1 million, for the year ended December 31, 2018.

The Company declared dividends of $1.32 per common share for the years ended December 31, 2019 and 2018. Total
dividends declared for the year ended December 31, 2019 were $192.0 million, and $190.3 million for the year ended
December 31, 2018.

Capital projects highlights

o

During the year ended December 31, 2019, the Company incurred total growth capital expenditures of $229.1 million on
construction of new tanks and related infrastructure at the Hardisty and Edmonton Terminals, the expansion of the Moose
Jaw Facility, and construction of U.S. pipelines.

On March 1 ,2019, the Company announced the sanctioning of 500,000 barrels of new tankage at its Hardisty Terminal
under a long-term agreement with an investment grade customer.

On December 3, 2019, the Company, along with US Development group, LLC (through a wholly-owned affiliate, collectively,
(“USD”), jointly announced an agreement to construct and operate a diluent recovery unit (“DRU”) adjacent to the
Company’s HURC facility.

On December 9, 2019, the Company announced the approval of the 2020 growth capital expenditure budget of $300
million with an additional $25 million allocated to replacement capital expenditures.

On December 18, 2019, the Company announced the sanction of one million barrels of new tankage at its Hardisty
Terminal, which is expected to be placed into service by the end of 2020.
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Capital structure & credit ratings

o On April 1, 2019, DBRS Limited (“DBRS Morningstar”) assigned to the Company an Issuer Rating of “BBB (low)” with a
“Stable” trend. DBRS Morningstar also assigned the same rating and trend to the Company’s $300 million 5.375% Notes
(“2022 Notes”) and $600 million 5.25% Notes (“2024 Notes”).

o On April 3, 2019, the Company amended certain terms of its unsecured revolving credit facility (“Revolving Credit Facility”)
including extending the maturity date from March 2023 to March 2024. The amended Revolving Credit Facility also moved
to a ratings-based pricing grid from a leverage-based pricing grid which could result in reduced borrowing rates to the
Company.

o On July 24, 2019, S&P Global Ratings (“S&P”) raised its long-term issuer credit rating and senior unsecured debt ratings on
the Company to “BBB-" with a “Stable” outlook. Along with the DBRS Morningstar rating of “BBB (Low)”, this represented
the Company’s second investment grade rating. Accordingly, certain amendments to the Revolving Credit Facility, 2022
Notes and 2024 Notes took effect as of July 29, 2019, including but not limited to, the replacement of the maximum senior
and total debt leverage ratios with a total debt to capitalization ratio up to 65% and the removal of certain covenants
including certain non-financial covenants and customary events of default clauses with respect to all the notes.

o On September 17, 2019, the Company issued $500 million Senior Unsecured Medium Term Notes (“2029 Notes”). The
2029 Notes have a fixed coupon rate of 3.6% per annum, payable, semi-annually, and mature on September 17, 2029. On
October 17, 2019, the Company redeemed its 2022 Notes.

Disposition of non-core businesses

o On February 28, 2019, the Company completed the sale of its non-core Environmental Services North (“non-core ESN”)
business for gross proceeds of $51.8 million.

o On July 2, 2019, the Company completed the sale of the Canadian Trucking and Transportation (“TT Canada”) business for
gross proceeds of $69.5 million. The Company anticipates to close the sale of the field office and shop facilities (“Edmonton
assets”) for approximately $30 million by the end of Q2 2020, subject to the satisfaction of certain conditions, with Trimac
Transportation (“Trimac”) utilizing the properties under a lease arrangement in the interim period.

SUBSEQUENT EVENTS

Capital structure

o On February 14, 2020, the Company amended its Revolving Credit Facility to increase the capacity from $560.0 million to
$750.0 million, and, amongst other amendments, extended the maturity date from March 2024 to February 2025.

Dividend

o On February 24, 2020, the Company announced that the Board declared a quarterly dividend of $0.34 per common share
for the first quarter on its outstanding common shares. The common share dividend is payable on April 17, 2020 to
shareholders of record at the close of business on March 31, 2020.
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PROJECT DEVELOPMENTS AND MARKET OUTLOOK

Major growth projects

The Company continued to progress several major growth projects within its Infrastructure segment, including advancing the
construction of four tanks, or 1.5 million barrels of storage, representing a further 10 percent expansion of the Hardisty Terminal.
The following represents key activities with respect to major growth projects during 2019:

Tankage growth projects:

o The first phase of development at the Top of the Hill portion of the Hardisty Terminal was successfully placed into service
in the first quarter of 2019. With the three tanks from the first phase at the Top of the Hill adding an incremental 1.1 million
barrels of storage, the Hardisty Terminal reached an aggregate storage capacity of 10 million barrels.

o The second and third phases of development at the Top of the Hill, collectively representing four tanks and 2.0 million
barrels of storage, were placed in service in November 2019. All of the first, second, and third phases were placed into
service ahead of schedule and in-line with budget.

o On December 18, 2019, the Company expanded the fourth phase at the Top of the Hill by announcing the sanctioning of
construction of two tanks or 1.0 million barrels of new storage at its Hardisty Terminal both of which are expected to be
placed into service by the end of 2020. With the sanction of the additional tankage at the Top of the Hill portion of its
Hardisty Terminal, Gibson has three tanks representing 1.5 million barrels of storage currently under construction. Once
the fourth phase of development at the Top of the Hill is placed into service Gibson will have approximately 13.5 million
barrels of storage capacity at its Hardisty Terminal.

DRU project:

o On December 3, 2019, the Company along with USD jointly announced an agreement to construct and operate a DRU
adjacent to the Company’s HURC facility. ConocoPhillips Canada has contracted to process 50,000 barrels per day of inlet
bitumen blend through the DRU. USD and Gibson are currently in commercial discussions with other potential producer and
refiner customers to secure long-term, take-or-pay agreements for an additional 50,000 barrels per day at the proposed
DRU.

Other growth projects:

o The HURC Facility expansion and Viking Pipeline were placed into service and fully commissioned in the first quarter of
2019.
o The expansion of the Moose Jaw Facility was placed into service during the second quarter of 2019 increasing the

processing capacity from 17,000 barrels per day to 22,000 barrels per day.
o The Pyote pipeline and related infrastructure was placed into service during the fourth quarter of 2019.

In addition to the sanctioned major growth projects currently under construction and discussed above, the Company continues to
advance numerous commercial development opportunities at both its Hardisty and Edmonton Terminals, at its Moose Jaw Facility
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 and beyond, respectively).

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, including
diluent recovery processes, 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 Marketing
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, and medium to long-term. Over the long-term, the Company would
expect to benefit from incremental egress from the completion of work on the U.S. portion of Enbridge’s Line 3 pipeline
and the construction of both the TC Pipeline Keystone XL project and the Government of Canada’s Trans Mountain Pipeline
Expansion, as additional pipeline egress 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, although it may moderate
demand for DRU capacity. There is a risk that these projects may be substantially delayed or cancelled, which would likely
resultin increased demand for DRU capacity, rail capacity at the HURC Facility, as well as related services at both of Gibson’s
Terminals.

o At the same time, numerous smaller scale egress options, including increasing throughput on existing pipelines and
increasing utilization of existing rail capacity, continue to increase takeaway capacity in the WCSB. To the extent the
additional egress is available, it could lead to further demand for tankage at the Company’s Hardisty and Edmonton
Terminals as well as for the Company’s existing and potential new gathering pipelines.

The Government of Alberta’s mandated production curtailments, U.S. sanctions on imported crude grades and market concerns
about security of supply from the Middle East have improved the economics for Gibson’s producer customers. While these factors
provide some short-term benefit for Gibson’s producer customers, additional egress access remains the key to Canadian producers
sanctioning new brownfield and greenfield projects.

Price fluctuations between crude oil types can create incremental margin opportunities in multiple areas of the Company’s
operations. Crude price differentials remain somewhat volatile and the Company remains attentive to potential opportunities.
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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 such as income taxes, interest and general and administrative 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.

During the year ended December 31, 2019, the Company renamed its Wholesale reportable segment as Marketing and realigned its
U.S Truck Transportation assets into the Marketing reportable segment. This realignment reflects management’s view of how
information of the business is regularly reviewed internally for the purposes of decision making, allocating resources and assessing
performance.

The following is a discussion of the Company’s segmented results of operations for the three months and years ended December 31,
2019 and 2018 and the following table sets forth revenue and profit by segment for those periods:

Three months ended Years ended

December 31 December 31

2019 2018 2019 2018
Segment revenue
Infrastructure...... S 112,217 S 95,531 S 413,441 S 391,627
Marketing......cccceveeennenne 1,672,341 1,387,505 7,455,237 7,191,233
Total segment revenue.......... 1,784,558 1,483,036 7,868,678 7,582,860
Revenue — inter-segmental.... (117,998) (168,431) (532,356) (736,271)
Total revenue — eXterNal ........cooeceeeeeeiiiiceeiee e 1,666,560 1,314,605 7,336,322 6,846,589
Segment profit
[[a YT I A A8 (oAU £ N 85,677 71,712 299,140 283,489
MaArKEEING . cviee et s b e e e 46,338 81,857 195,110 203,598
Total segmMeNnt Profit .....cc.eeeecuiiiiiiiieciie e 132,015 153,569 494,250 487,087
General and adminiStrative.........eeeeeeeciivieeee e 11,598 8,597 30,166 32,155
Depreciation and impairment .........coccveeeiiiiniieeere e, 42,919 25,265 121,731 143,160
Right-of-use asset depreciation ...... 10,404 10,359 40,527 43,184
Amortization and impairment......... 3,389 3,146 12,836 10,870
Impairment of goodwill................... - - - 20,479
Stock based compensation ............. 5,021 8,050 14,562 19,124
Debt extinguishment costs..................... - - 6,057 -
(Gain) loss on net assets held for sale.... (2,246) 4,974 (4,990) 4,974
Foreign exchange loss (gain) .................. 1,496 (1,732) 3,961 2,314
Net interest expense............. 17,667 17,669 72,488 74,089
Income before income tax. 41,767 77,241 196,912 136,738
Income tax expense. ........... 4,323 29,966 20,573 55,613
Net income from continuing operations...........c.ccecevveeiereeeereereenenne. S 37,444 S 47,275 S 176,339 S 81,125

1. Comparative period segment information was represented to reflect the results of continuing operations separately from discontinued operations.

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 and connections, plant and equipment 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.
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INFRASTRUCTURE

The Infrastructure segment is comprised of a network of oil infrastructure assets that include oil terminals, rail loading and unloading
facilities, gathering pipelines, a crude oil processing facility and other small terminals. The primary facilities within this segment
include the Hardisty and Edmonton Terminals, 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; and
a crude oil processing facility in Moose Jaw, Saskatchewan. The Moose Jaw Facility is impacted by maintenance turnarounds typically
occurring within the spring period.

The following tables set forth the operating results from the Company’s Infrastructure segment for the years ended December 31,
2019 and 2018:

Three months ended Years ended
December 31 December 31
Volumes (barrels in thousands) 2019 2018 2019 2018
Terminals and facilities
Hardisty Terminal.........cocceeiiiiiiiiieiniiecciee e 107,592 80,084 375,680 310,909
EAMOoNton Terminal ......ccocecvveeeeeieeiiieeee et 11,729 11,761 47,432 35,420
M00S€ JaW FACIlity ...veeveireeeecieceeee e 3,943 1,551 8,148 5,741
PIPEIINES ..ottt 1,401 7,697 7,318 25,252
Total terminals and facilities .......cccceeeeeeeiicieiiii e 124,665 101,093 438,578 377,322
Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
Revenue
Hardisty TErminal ...covcveeieeeeieceeereee et eer et eveeneenees S 69,763 S 53,804 S 249,163 S 217,253
EdmMOoNton Terminal......cocccvveieeiieeiirieeeeeeecireeee e 18,237 18,954 70,667 84,052
MO00SE JAW FACIlity...eveceeerieecieceecee e 12,029 9,845 43,748 39,379
PIPEIINES eeeeeie ettt e et e e 12,188 12,928 49,863 50,943
(Y=LY= o [ TR 112,217 95,531 413,441 391,627
Operating expenses and other........cccccovcveeiciiiecciie e, 26,540 23,819 114,301 108,138
SEEMENT PrOTIt .vvvviirierierecreite ettt e sre et erne b ere b e S 85,677 S 71,712 S 299,140 S 283,489

Operational performance
In the three months and year ended December 31, 2019 compared to the three months and year ended December 31, 2018:

Hardisty Terminal volumes increased 34% and 21%, respectively. The increase in both comparative periods was largely driven by the
commissioning of three and four new tanks and related infrastructure during the first and fourth quarters of 2019 respectively,
representing 3.1 million barrels of additional storage capacity, which resulted in higher throughput volumes primarily from certain
customers that have dedicated tankage underpinned by long-term take or pay contracts, higher customer contract tankage volumes
and increased inbound volume from the expansion of the HURC Facility. The increase was partially offset by the impacts of oil
production curtailments which were enacted on January 1, 2019 by the Alberta Provincial Government.

Edmonton Terminal volumes were consistent and increased 34%, respectively. The year over year increase was mainly due to
increased throughput from certain customers more fully utilizing their existing tankage capacity.

Moose Jaw Facility volumes increased 154% and 42%, respectively. The increase in both comparative periods was primarily due to
additional throughput capacity from the debottlenecking project completed in Q2 2019.

Pipelines volumes decreased significantly in both periods mainly due to the sale of the non-core ESN business during the first quarter
of 2019.
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Financial performance
In the three months and year ended December 31, 2019 compared to the three months and year ended December 31, 2018:

Revenue at the Hardisty Terminal increased by $15.9 million and $31.9 million, respectively, which was largely driven by additional
tankage being placed into service and the expansion of the HURC Facility, both underpinned by long-term take or pay contracts.

Revenue at the Edmonton Terminal was consistent and decreased by $13.4 million, respectively. The year over year decrease was
primarily due to additional revenue recorded in the prior period related to a contractual amendment regarding a future capital
commitment incurred, partially offset by additional revenue from certain customers fully utilizing their existing tankage in the current
period.

Revenue at the Moose Jaw Facility increased by $2.2 million and $4.4 million, respectively, entirely due to the increase in the inter-
segment fee charged by the Marketing segment to the Infrastructure segment for use of the Moose Jaw Facility, reflective of the
increased throughput capacity as noted above.

Pipelines revenues decreased by $0.7 million and $1.1 million, respectively. The decrease was mainly due to the impact of sale of the
non-core ESN business in the first quarter of 2019, partially offset by higher revenues from the Viking Pipeline.

Segment profit increased by $14.0 million and $15.7 million, respectively. The increase in the three month comparative period was
primarily due to higher revenues from the Hardisty Terminal and the Moose Jaw Facility. The year over year comparative period
increase was also impacted by a $15.0 million environmental remediation provision booked for costs related to future periods as
discussed earlier in the highlights section, as well as by higher operating expenses.

Capital expenditures
Below is the summary of Infrastructure capital expenditures for the years ended December 31, 2019 and 2018:

Years ended December 31

2019 2018
(€] o)A d s or=T o] 1 -] E PR S 228,629 S 219,213
Replacement capital 18,269 17,547
F Yoo UL Lo 3 3 PPPPPPPRt 21,292 80,844

The increase in growth capital expenditures for the year ended December 31, 2019 compared to the year ended December 31, 2018
primarily relate to an increase in project development activities specific to additional tanks and related infrastructure at the HURC
Facility expansion the expansion of the Moose Jaw Facility and U.S. pipelines in the current year.

Replacement capital increased slightly over the comparative period primarily due to higher inspection costs at the Hardisty Terminal
in the current periods as a result of standard regulatory inspection requirements.

Acquisitions in the current year comprised the purchase of a joint venture interest in a terminal business. Prior year acquisitions are
comprised of an agreement to acquire, develop and operate a pipeline gathering network adjacent to the existing Pyote system in
the U.S.

MARKETING

The Marketing 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 Marketing segment also engages in optimization opportunities which are typically location, quality and time-based. The
hydrocarbon products include crude oil, natural gas liquids, road asphalt, roofing flux, frac oils, light and heavy straight run distillates
and an oil-based mud product. The Marketing segment sources the majority of its hydrocarbon products from Western Canada as
well as the Permian basin and markets those products throughout Canada and the U.S.

The Marketing segment is exposed to commaodity 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
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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 NGLs is also highest in the

colder months of the year.

Three months ended
December 31

Years ended
December 31

2019 2018 2019 2018
Western Texas Intermediate (“WTI”) average price (SUSD/bb) ....... S 56.96 S 58.81 S 57.03 S  64.77
Western Canadian Select (“WCS”) average differential (SUSD/bbl) .. 15.83 39.43 12.76 26.31
Average foreign exchange rates (SCAD/SUSD) ......c.ccevveeereeevieivennns 1.32 1.32 1.33 1.30

The following tables set forth operating results from the Company’s Marketing segment for the three months and years ended

December 31, 2019 and 2018:

Three months ended
December 31

Years ended
December 31

Volumes (barrels in thousands) 2019 2018 2019 2018
Crude, refined and other products .........ccccecvveeeiiiieiiiiee e 36,118 36,142 146,018 138,852
Three months ended Years ended

December 31 December 31

2019 2018 2019 2018
Revenue
TOLAl FEVENUE ..ottt et S 1,672,341 S 1,387,505 S 7,455,237 S 7,191,233
COSt OF SAIES ... e 1,614,643 1,291,034 7,208,288 6,935,040
Operating expenses and Other.........ccccvvveeiciieeciee e 11,360 14,614 51,839 52,595
SEEMENT PrOTIt .vvvviiviiiiirieeeireceete ettt ere e e e ebeereereeaneereens S 46,338 S 81,857 S 195,110 S 203,598

1. The comparative period segment information was represented to reflect the results of U.S. Truck Transportation business in accordance with

current period presentation.

Operational performance

In the three months and year ended December 31, 2019 compared to the three months and year ended December 31, 2018:

Sales volumes for crude, refined, and other products were consistent and increased by 5%, respectively. The increase was mainly due
to greater activity driven by higher available storage at the Company’s integrated assets, and an increase in U.S. volumes attributable

to the activity from the U.S. Marketing business.

Financial performance

In the three months and year ended December 31, 2019 compared to the three months and year ended December 31, 2018:

Revenue for crude, refined, and other products increased by 21% and 4%, respectively. The increase in the both comparative periods
was largely due to higher volumes sold in the current year as well as higher prices for other NGLs in the three months ended December

31, 2019, partially offset by lower prices in the prior year ended December 31, 2018.

Segment profit decreased 43% and 4%, respectively. The decrease in both comparative periods was driven by lower crude and refined
product margins due to narrower crude pricing spreads from locational, quality, and time-based differential opportunities and lower
realized prices for asphalt and drilling fluids, partially offset by higher volumes sold as discussed above, as well as lower operating

expenses.
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EXPENSES

General and administrative, excluding depreciation and amortization

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
General and adminNiStratiVe.......oo.eiicueeieie et S 11,598 S 8,597 S 30,166 S 32,155

The quarter over quarter increase was primarily due to the recognition of higher legal and other costs related to a post-closing
indemnification adjustment from a previous divestiture. The year over year decrease was due to the recognition of a credit for $11.6
million related to the amendment of the Company’s retirement benefits plan during 2019, primarily offset by the impact of changes
in allocation of certain overhead costs resulting in an increase in support service costs classified under general and administrative,
higher legal and other costs as noted above as well as executive severance incurred during the year ended December 31, 2019.

Goodwill impairment

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
GoodWill IMPAIrMENT ...ocviiiiiiieiceee et S - S - S - S 20,479

The year over year decrease relates to impairment expenses recorded in 2018 on various businesses sold.

Depreciation and impairment

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
Depreciation and iMPairMENt .........ccccecueeieieiieieeee et S 42,919 S 25,265 S 121,731 S 143,160

The quarter over quarter increase was primarily due to the impact of impairment recorded in the quarter for assets held for sale, as
well as additional depreciation on asset additions during the year ended December 31, 2019. The year over year decrease was
primarily due to the higher impact of impairment related to assets held for sale in the prior year compared to the current year,
partially offset by additional depreciation on asset brought into service during the year ended December 31, 2019.

Right-of-use asset depreciation

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
Right-0f-Use dePreciation .......c.cvveeveeeerieieeneeeecre et sre e sreeresreens S 10,404 S 10,359 S 40,527 S 43,184

The three month comparative period was consistent. The year over year decrease was due the disposition of the Wholesale Propane
business towards the end of 2018, partially offset by the addition of new rail and tank leases during the year ended December 31,
2019.
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Amortization and impairment

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
Amortization and IMPaIrMENt.........c.ccecueireeereeieeeee e S 3,389 S 3,146 S 12,836 S 10,870

The three month comparative period was consistent. The year over year increase was driven by the impact of intangible assets added
during the current periods, partially offset by certain intangible assets becoming fully amortized during the year ended December 31,
2018.

Stock based compensation

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
Stock based COMPENSALION ....ecveeveeeveriiiteeire ettt errereeneen S 5,021 S 8,050 S 14,562 S 19,124

The quarter over quarter decrease was primarily due to the recognition of a mark to market loss of $2.2 million related to equity
swaps in the comparative period. The year over year decrease was primarily due to the settlement of equity swaps resulting in a mark
to market gain of $6.5 million compared to a mark to market gain of $0.1 million in the prior period.

Gain on sale of assets held for sale

During the quarter ended December 31, 2019, the Company completed the sale of certain non-core assets resulting in the recognition
of a net pre-tax gain on sale of $2.3 million. Additionally, during the year ended December 31, 2019 the Company completed the sale
of its non-core ESN business for gross proceeds of $51.8 million resulting in the recognition of a net pre-tax gain on sale of $2.7
million, for a total gain of $5.0 million recorded during the year ended December 31, 2019 compared to a total loss of $5.0 million
recorded in the year ended December 31, 2018.

Foreign exchange loss (gain) not affecting segment profit

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
Unrealized foreign exchange loss on the movement in exchange rates
on U.S. dollar Revolving Credit Facility and long-term debt ............. S - S - S - S 4,403
Corporate foreign exchange 105s (8aiN) ...c..ccvveeveeviieceeiieecee e, 1,496 (1,732) 3,961 (2,089)
Total foreign exchange 10Ss (ZaiN).....c.covevereeeeneeieeireeeeere e S 1,496 S (1,732) S 3,961 S 2,314

During the three months and year ended December 31, 2019, the losses recorded are primarily driven by the net unfavorable
movements in exchange rates on the translation of corporate foreign exchange primarily driven on U.S accounts receivable and cash
and cash equivalent balances. During the three months and year ended December 31, 2018, the gains and losses were primarily
driven by the favourable and unfavorable movements in exchange rates on the translation of the Company’s U.S dollar denominated
Revolving Credit Facility and corporate foreign exchange loss.

Debt extinguishment costs

During the year ended December 31, 2019 the Company incurred debt extinguishment costs related to the repayment of 2022 Notes
of $6.1 million.
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Net interest expense

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
NEt INTEIrESt EXPENSE ..cviveeeeeeerieteete et ettt teete e e te st e st e eae e reeteetens S 17,667 S 17,699 S 72,488 S 74,089

The quarter over quarter net interest expense was consistent. The yearly comparative period decrease was primarily due to lower
interest on the Revolving Credit Facility in the current period, partially offset by the acceleration of amortization costs related to the
refinancing of the 2022 Notes and by lower capitalized interest amounts related to our long-term capital projects in the current
quarter.

Income taxes

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
CUrrent iNCOME taX EXPENSE ..ecvvevveeeerreereeereerreireeeenreesresseeseensesssesseeses S 5,737 S 22,396 S 17,882 S 60,178
Deferred income tax (reCOVEry) EXPENSE......ccvvercueereeereeereeeireeseeenenens (1,414) 7,570 2,691 (4,565)
TOtal taX EXPENSE ..ocveirierieriitiieietee ettt ettt et besteete e as et aeere e S 4,323 S 29,966 S 20,573 S 55,613

Income tax expense was $4.3 million and $20.6 million for the three months and year ended December 31, 2019, compared to income
tax expense of $29.9 million and $55.6 million for the three months and year ended December 31, 2018. The effective tax rate was
10.4% and 10.5% during the three months and year ended December 31, 2019 and was 38.8% and 40.7% during the three months
and year ended December 31, 2018, respectively.

The effective tax rate was lower during the three months and year ended December 31, 2019 compared to the three months and
year ended December 31, 2018 due to the corporate income tax rate reduction in Alberta, certain prior year true-up adjustments,
and the cumulative tax recovery related to the change in tax treatment of equity benefit during 2019. In comparison to 2018, the
effective tax rate in 2019 was lower due to the absence of certain non-deductible items recognized in income in the three months
and year ended December 31, 2018, including the impairment of goodwill.

RESULTS OF DISCONTINUED OPERATIONS
TT Canada business

On July 2, 2019 the Company completed the sale of the TT Canada disposal group to Trimac for gross proceeds of $69.5 million with
the potential for additional proceeds depending on the performance of the business over the next five years. As part of the sale, the
Company also entered into an agreement with an entity affiliated with Trimac for the sale of the Edmonton assets for approximately
$30 million. The Company expects the Edmonton assets sale to close by the end of the second quarter of 2020.

The TT Canada business included a suite of logistical wellsite services that enable oil and liquids production to access fixed midstream
infrastructure. This business provided truck transportation and related services that allowed the Company to service its customers’
needs between the wellhead and the end market and included providing hauling services. For certain services and geograpbhical
regions, the activity is generally the lowest in the winter months when daylight hours are shorter. The business is also dependent
upon drilling activity in various areas of operations and is impacted by seasonality due to road bans as part of spring break-up.

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 of this business have been included in net
income (loss) from discontinued operations in the consolidated statements of operations.
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The following tables set forth operating results from the discontinued operations of TT Canada and the U.S. Environmental Services
business for the three months and years ended December 31, 2019 and 2018:

Three months ended Years ended
December 31 December 31
2019 2018 2019 2018
REVENUE ..ottt ettt ettt et a e et s ettt e et e e sraeenbeesaeeesaessnteanns S - S 56,505 S 98,815 S 310,689
Cost 0f Sales .uuvviveeiveeeieeee e, - 50,027 90,683 277,983
Segment profit .....ccceeeeveveerceeeseenee. - 6,478 8,132 32,706
Depreciation and amortization ....... - 30,734 - 47,708
Goodwill impairment .........coceeeviveennne - 19,988 - 19,988
Finance costs and other income, Net ........cueeeeeiieeiiieeeeee e - 92 307 573
(Loss) iNcomMe before taXes ......ccveeveecueeeieecieereesee e - (44,336) 7,825 (35,563)
INCOME taX (FECOVEIY) EXPENSE ...ccvveereerrreereentreeireesreenreesseesseesereenns - (12,310) 2,125 (9,964)
Net (loss) income from discontinued operations, after tax............... - (32,026) 5,700 (25,599)
After tax (loss) gain onsale 23 ... ...cceeieiiiiereceee e (1,948) (816) 862 95,522
(Loss) gain on discontinued operations, after taX..........ceeeevvervennenn S (1,948) S (32,842) S 6,562 S 69,923

1.  Comparative period segment information was represented to reflect the results of continuing operations separately from discontinued operations. The U.S.
Environmental Services business was sold effective May 3, 2018.

2. The Company derecognized the TT Canada business effective July 2, 2019. Accordingly, results for the year ended December 31, 2019 represent activity for the
period January 1, 2019 to July 2, 2019.

3. The cash proceeds of $69.5 million and transaction costs of $6.3 million, have been presented within investing activities from discontinued operations on the
Company'’s consolidated statements of cash flows.

Financial performance
In the three months and year ended December 31, 2019 compared to the three months and year ended December 31, 2018:

Revenue was nil and $98.8 million compared to $56.5 million and $310.7 million. The decrease in both comparative periods was
primarily due to the derecognition of the TT Canada business on July 2, 2019 as compared to the derecognition of the U.S.
Environmental Services business effective May 3, 2018.

Segment profit was nil and $6.5 million compared to $8.1 million and $32.7 million. The decrease in both comparative periods was
mainly due to the derecognition of the TT Canada business on July 2, 2019 as compared to the derecognition of the U.S. Environmental
Services business effective May 3, 2018.

Income taxes

Income tax was an expense of Snil and $2.1 million for the three months and year ended December 31, 2019 compared to a recovery
of $12.3 million and $9.9 million for the three months and year ended December 31, 2018. The change in both comparative periods
was mainly due to the derecognition of the TT Canada business on July 2, 2019 as compared to the derecognition of U.S.
Environmental Services business effective May 3, 2018.

Cash flow summary — Discontinued operations

The following table summarizes the sources and uses of funds for the years ended December 31, 2019 and 2018 from discontinued
operations:

Years ended
December 31

2019 2018
Statement of cash flows
Cash flows (used in) provided by:
OPEIAtING ACHIVITIES veevvieriereiteetiiteeitesteeteereerteereetesteesesteesseabeessesseesseasseasesseesseabeessesseessenseensesseessensesnsenes S 6,465 S 36,652
Investing activities..... 67,735 107,777
Financing activities S (847) S (3,056)
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Cash provided by operating activities

Cash provided by operating activities in the year ended December 31, 2019 was $6.5 million compared to $36.7 million for the year
ended December 31, 2018. The period over period decrease was primarily due to the completion of the sale of the TT Canada business
in July 2019 and the sale of the U.S. Environmental Services business as noted above as well as movement in non-cash working capital.

Cash provided by investing activities

Cash provided by investing activities in the year ended December 31, 2019 was $67.7 million compared to cash provided by investing
activities of $107.8 million for the year ended December 31, 2018. The change was primarily due to proceeds received from the sale
of the TT Canada business in July 2019 compared to the proceeds received from the sale of the U.S. Environmental Services business
in the prior period.

Cash used in financing activities

Cash used in financing activities in the year ended December 31, 2019 was $0.8 million compared to $3.1 million for the year ended
December 31, 2018. The decrease was mainly due to the derecognition of the TT Canada business on July 2, 2019.

SUMMARY OF QUARTERLY RESULTS

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

2019 2018
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

Continuing operations
REVENUE ...eveveeieieviieiesieeie e $1,666,560  $1,993,440 $1,927,634 $1,748,688 $1,314,605 $2,130,022 S$1,714,335 $1,687,627
Netincome ....cccovvvvveeeeiiiniinnns 37,444 45,525 34,693 58,677 47,275 6,822 15,242 11,785
Adjusted EBITDA @ .................. 125,949 121,232 93,555 118,483 134,001 140,448 96,113 86,753
Earnings (loss) per share

BasiC ..oeeeeeeieieeeeeeeeeeeeeee, S 0.25 S 031 S 0.24 $ 0.41 S 033 S 0.05 S 0.11 §$ 0.08

Diluted ....ooeeevieeeieeeiee e, S 0.25 S 030 § 0.24 $ 0.40 S 032 S 0.05 S 0.11 §$ 0.08
Discontinued operations
Revenue ......cccceeeeeveiiiiiiieeeeenn, S - S - S 46,733 S 44,693 S 49,643 $47,922 S 68,499 S 117,860
Net (10SS) INCOME.vrveerreerreren. (1,948) 2,794 2,094 3,622 (31,210)  (4,470) 122,693  (17,090)
Adjusted EBITDA @ .................. - - 3,035 5,062 6,478 6,177 5,386 14,727
Earnings (loss) per share

BASIC «evereereereereereerereeerereeeenens $ (001 $ 002 S 001 S 0.02 $ (022) $ (0.03) $ 085 $ (0.12)

Diluted ...cveeveeeeieceeeeieiee S (0.01) S 0.02 § 001 S 0.02 S (022) $ (0.03) S 0.83 $ (0.12)
Combined operations
Revenue (13) .. $1,666,560  $1,993,440 $1,974,367 $1,793,381 $1,364,248 $2,177,944 $1,782,834 S 1,805,487
Net income (10SS).....c.coervecvereenne 35,496 48,319 36,787 62,299 16,065 2,352 137,935 (5,305)
Adjusted EBITDA @ .................. 125,949 121,232 96,590 123,545 140,479 146,625 101,499 101,480
Earnings (loss) per share

BaSIC vovvereeierieeienieere e S 024 S 033 S 0.25 S 0.43 S 011 S 0.02 S 0.96$ (0.04)

Diluted ....ooeevvieeeieeeiee e, S 024 S 032 S 0.25 § 0.42 S 0.10 S 0.02 S 0.945S (0.04)

1.  Comparative period information was represented to reflect the results of continuing operations separately from discontinued operations.

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.
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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:

- Adjusted EBITDA and Combined Adjusted EBITDA:
- excludes certain income tax payments that may represent a reduction in cash available to the Company;

- 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;

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

- excludes gains and losses recorded on the sale of businesses.

- 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, 2019 and 2018:
Twelve months

ended
Three months ended (restated?) (restated?)
December 31, September 30, June 30, March 31, December 31,
2019 2019 2019 2019 2019

Continuing operations

Segment profit S 132,015 $ 131,217 S 95,244 S 135,774 S 494,250
Interest income 714 695 37 312 1,758
Foreign exchange gain (10ss) — COrporate ..........c.cccocvvvevevennnn. (1,496) (1,086) 1,763 (3,142) (3,961)
General and administrative .........ccccoeeeeiieeecieecciee e, (11,598) 2,652 (10,189) (11,031) (30,166)
Net unrealized (gain) loss from financial instruments(.......... 6,314 (12,246) 6,700 (3,430) (2,662)
Adjusted EBITDA ......oooiiiieciee ettt vee e et e e S 125,949 S 121,232 S 93,555 S 118,483 459,219
Discontinued operations

Segment profit and adjusted EBITDA........cccceveeeeereeresrieieneans S - S - $ 303 $ 5062 S 8,097
Combined operations

SEEMENT PrOfIt .vveviereeriirieiecreee ettt et ere e ereeaneas S 132,015 $§ 131,217 S 98,279 S 140,836 S 502,347
INtErESt INCOME ..uuuiiic s 714 695 37 312 1,758
Foreign exchange gain (loss) — corporate ... (1,496) (1,086) 1,763 (3,142) (3,961)
General and administrative .........ccccoceeeeiieeecieecciee e, (11,598) 2,652 (10,189) (11,031) (30,166)
Net unrealized (gain) loss from financial instruments(.......... 6,314 (12,246) 6,700 (3,430) (2,662)
Combined Adjusted EBITDA ........coooveeercieieciiee et S 125,949 S 121,232 S 96,590 $ 123,545 S 467,316
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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 tveveeieieeieiiisieeee et $ 153,569 $ 142,227 S 95802 S 95,489 S 487,087
INTEreSt INCOME ...eiiiiiiiiiiiieceic e 346 368 485 294 1,493
Foreign exchange gain (loss) — corporate . 1,732 2,542 (2,357) 170 2,087
General and administrative ..........cccoceeeeiieeeiiiieccciieeen, . (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 ......ooiiiiiieiee ettt S 134,001 S 140,448 S 96,113 S 86,753 S 457,315
Discontinued operations

Segment profit and adjusted EBITDA......c.cccvevveeeevveereenreereenens S 6478 S 6,177 S 5,386 S 14,727 S 32,768
Combined operations

SEEMENT PrOfit wevvveeeieeieesee e S 160,047 S 148,404 S 101,188 $ 110,216 S 519,855
INtErEST INCOME . uuuiiic s 346 368 485 294 1,493
Foreign exchange gain (I0SS) — COrPOrate .........cceevvereereeneene 1,732 2,542 (2,357) 170 2,087
General and administrative ..........cccceeeeeieeccciee 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 S 140,479 S 146,625 $ 101,499 $ 101,480 S 490,083

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. Comparative periods were restated to reflect the results of continuing operations separately from discontinued operations.

The results of Adjusted EBITDA are driven primarily by segment profit for the respective reportable segments as well as the
adjustments discussed in the tables above. 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
the completion of construction of seven tanks, or 3.1 million barrels of storage and the initiation and advancement of an additional
1.5 million barrels during 2019, as well as the HURC Facility, Moose Jaw Facility and Viking Pipeline expansions put into service. This
increase in capacity was primarily driven by the sustained demand for crude terminalling and storage services at its current Hardisty
and Edmonton Terminals which supported the increase in segment profits.

Marketing — The Marketing 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, and includes
logistical services that enable crude production to access fixed midstream infrastructure in the U.S. Accordingly, this segment has
been impacted by commodity 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 profits from
quarter to quarter in the form of realized or unrealized gains and losses.

Discontinued operations — The results for discontinued operations include results from both the TT Canada and the U.S Environmental
Services businesses. The TT Canada business earned margins by providing transportation and related services which included
providing hauling services for crude, condensate, sulphur, waste water and drilling fluids. The U.S. Environmental Services business
earned 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
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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.

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, gains and losses on the sale of
businesses, 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, the Revolving Credit Facility, and
debt and equity financings.

As at December 31, 2019, the Company had a positive working capital balance of $95.8 million, including an available cash balance
of $47.2 million, and had the ability to utilize borrowings under the Revolving Credit Facility of $500.0 million. During the year ended
December 31, 2019, cash flows from operations, the proceeds from the issuance of the 2029 Notes and the sale of the TT Canada
disposal group were used to repay the 2022 Notes, fund our ongoing capital expenditures, dividend payments, and working capital
needs. Also, the issuance of the 2029 Notes has provided added liquidity to the Company’s capital structure by extending the maturity
profile of its debt as well as reducing its interest costs. On February 14, 2020, the Company amended its Revolving Credit Facility to
increase the capacity from $560.0 million to $750.0 million, and, amongst other amendments, extended the maturity date from
March 2024 to February 2025. With the second investment grade rating received during 2019, notable growth in the Infrastructure
segment as well as improved performance from the Marketing segment during 2018 and 2019, the Company’s liquidity position has
significantly improved. 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 conservative capital structure and improved liquidity as discussed above, will provide support for the Company’s
funding of debt service requirements. Management may make adjustments to the Company’s capital structure as a result of changes
in economic conditions such as renegotiate new debt terms, repay existing debt, seek new borrowing, issue additional equity and/or
repurchase shares.
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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, 2019 and 2018 from
continuing operations:

2019 2018?
Statement of cash flows
Cash flows provided by (used in):
OPEIAtING ACHIVITIES vvevieriereiteeriiteeiteiteeteereetesreetesteesesteessesbeessesseesseasseasessaesseabeessesseesseaseensesseessensesnsenes S 362,155 S 527,086
Investing activities (278,128) (214,502)
FINANCING @CHIVITIES ..eviviieiieeietiete ettt ettt ettt et et e et et et eteete et e sbeste b essesseseeteebesbesbassensessessessetesbessensensennas S (202,130) S (392,197)

Cash provided by operating activities

Cash provided by operating activities was $362.2 million in the year ended December 31, 2019, compared to $527.1 million in the
year ended December 31, 2018. The decrease was primarily due to income tax payments in the current year of $92.9 million,
compared to an income tax refund of $14.1 million in the prior year, as well as cash utilized for working capital of $2.2 million in the
current year compared to cash generated from working capital of $50.2 million in the prior year.

Cash used in and provided by operating activities and working capital requirements for the Marketing 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. Commaodity prices and inventory demand fluctuate over the course of the year in relation to general market forces
and seasonal demand for certain products, 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, asphalt and other products and fees for services associated with the Company’s Infrastructure
segment. Offsetting these collections are payments for purchases of crude oil and other products, primarily within the Marketing
segment, and other expenses. Historically, the Marketing 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.

Cash used in investing activities

Cash used in investing activities was $278.1 million in the year ended December 31, 2019, compared to $214.5 million in the year
ended December 31, 2018 and consists primarily of capital expenditures related to the additional tanks and related infrastructure at
the Hardisty Terminal, Moose Jaw Facility expansion, the HURC Facility expansion, and U.S. pipelines in the current period, partially
offset by proceeds received from the sale of the non-core ESN business in 2019, as compared to higher expenditures on additional
tanks and related infrastructure at the Hardisty Terminal and proceeds received from the sale of the Wholesale Propane business in
2018. For a summary of capital expenditures including acquisitions, see the “Capital expenditures” discussion throughout this MD&A.

Cash used in financing activities

Cash used in financing activities was $202.1 million in the year ended December 31, 2019 compared to cash used in financing activities
of $392.2 million in the year ended December 31, 2018. The change was primarily due to the issuance of the 2029 Notes for $495.5
million in the year ended December 31, 2019, partially offset by the repayment of the 2022 Notes of $304.0 million in the same
period. The decrease in case used in financing activities is also due to lower interest paid of $64.6 million in the year ended December
31, 2019 compared to $68.9 million in the year ended December 31, 2018.
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Capital expenditures

The following table summarizes growth and replacement capital expenditures for the years ended December 31, 2019 and 2018:

Years ended
December 31

2019 2018
FOWEN CAPItAl (M. , ,
G h ital 1 S 229,081 S 221,198
RePlacemMent Capital ). ...c.ccoiiiiiiiiireee et 24,792 25,225
ACUISTEIONS )Lttt b et b bt stk b ekt b e bt eb et et et et e st st bt e ebe e eee 21,292 80,844
OBL ettt bbbt b ettt , ]
Total S 275,165 S 327,267

1. Growth capital expenditures in the year ended December 31, 2019 include Corporate and discontinued operations expenditures of 50.5 million and $1.0 million
compared to 50.8 million and $3.8 million in the year ended December 31, 2018, 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 year ended December 31, 2019 include Corporate and discontinued operations of $2.8 million and 50.3 million compared
to $3.1 million and $1.6 million in the year ended December 31, 2018, 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 in the current year consist of the purchase of a joint venture interest in a terminal business, whereas acquisitions in the prior year consist of an
agreement to acquire, develop and operate a pipeline gathering network adjacent to the existing Pyote system in the U.S.

2020 planned capital expenditures

On December 9, 2019, the Company announced the approval of the 2020 growth capital expenditure budget of $300 million and an
additional $25 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.

Capital structure

As at

December 31, December 31,

2019 2018
REVOIVING Credit FACIHILY ..veieivieieeieieeieteeie et tectee ettt et te st et eteete st et e b e s eseeteebeebesbesaenseseeteebeebesbessensenis S 60,000 S 150,000
2022 Notes - 300,000
2024 Notes 600,000 600,000
2029 Notes 500,000 -
Unamortized issue discount and debt issue costs (11,293) (10,422)
$100 million Debentures 5.25% due July 15, 2021 (liability component) .. .....c.ccevveveeeevriieenreceenens 89,655 89,765
[T YN =] o111 4V U P UUPOUSTOPPPRRRRE 131,808 109,071
Total debt outstanding.... 1,370,170 1,238,414
Cash and Cash EQUIVAIENTS..........ccuciiiiictieeeeeee ettt ettt ettt et et et et eaeebeetesbesae s essesseseebesbesrenseneens (47,231) (95,301)
N =] e [=Y o | TR RO 1,322,939 1,143,113
Total share capital (including Debentures — equity component) .... 1,980,850 1,962,169
TOLAI CAPITALveuveueeuietietecte ettt ettt ettt et e te et et et e b e st eteebeeteebesbensessesseseeteebesbenbessensesseteebeetenbessensenis S 3,303,789 S 3,105,282

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 debt to capitalization covenant ratios as well as the consolidated interest coverage covenant ratio.
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2022 Notes and 2024 Notes

On July 24, 2019, S&P raised its long-term issuer credit rating and senior unsecured debt ratings on the Company to “BBB—" with a
“Stable” outlook. This represented the Company’s second investment grade credit rating, as Gibson was already assigned a “BBB
(low)” rating by DBRS Morningstar earlier in the year. Accordingly, with the Company having received two investment grade credit
ratings, certain amendments to the 2022 Notes and 2024 Notes took effect as of July 29, 2019, including but not limited to, the
removal of certain covenants including certain non-financial covenants and customary events of default clauses with respect to the
2022 Notes and 2024 Notes. The Indentures governing the terms of the 2022 Notes and 2024 Notes including the supplemental
indentures thereto, contain certain redemption options whereby the Company can redeem all or part of the 2022 Notes and 2024
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 2022 Notes and 2024 Notes have the right to require the Company to redeem the 2022 Notes and 2024
Notes at the redemption prices set forth in the applicable indenture 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. On October 17, 2019 the Company
redeemed all of the 2022 Notes at a redemption price of $1,013.44 per $1,000 principal amount plus accrued and unpaid interest of
$13.74 per $1,000 principal amount.

2029 Notes

On September 17, 2019, the Company issued the 2029 Notes. The 2029 Notes have a fixed coupon rate of 3.6% per annum, payable,
semi-annually, on March 17 and September 17, and mature on September 17, 2029. The Indenture governing the terms of the 2029
Notes including the supplemental indenture thereto, contain certain redemption options whereby the Company can redeem all or
part of the 2029 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 2029 Notes have the right to require the Company to redeem the 2029 Notes at the
redemption prices set forth in the applicable indenture 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, 2018, 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 is 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, 2024. 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 credit rating (effective April 3, 2019). 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, as at December 31, 2019, the Company had two bilateral demand letter of credit facilities totaling $150.0
million. Also, as at December 31, 2019, the Company had $60.0 million drawn on its $560.0 million Revolving Credit Facility and had
issued letters of credit totaling $36.9 million under its bilateral demand letter of credit facilities.

On April 3, 2019, the Company amended certain terms of its Revolving Credit Facility including extending the maturity date from
March 2023 to March 2024. Additionally, with the Company achieving two investment grade ratings effective July 29, 2019, further
amendments to the Revolving Credit Facility have taken effect, including but not limited to, the replacement of the maximum senior
and total debt leverage ratios with a total debt to capitalization ratio up to 65% and the removal of certain covenants including certain
non-financial covenants and customary events of default clauses related to the 5.25% Notes due July 15, 2024 (“2024 Notes”). The
amended Revolving Credit Facility also moved to a ratings based pricing grid from a leverage based pricing grid which could result in
reduced borrowing rates to the Company.
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On February 14, 2020, the Company amended its Revolving Credit Facility to increase the capacity from $560.0 million to $750.0
million, and, amongst other amendments, extended the maturity date from March 2024 to February 2025.

Covenants

The Company is required to meet certain specific and customary affirmative and negative financial covenants under its Revolving
Credit Facility, including the maintenance of certain financial ratios, requiring the Company to maintain a total consolidated debt to
capitalization ratio to 65% as well as to maintain a minimum consolidated interest coverage ratio of no less than 2.5 to 1.0. The
consolidated total debt to capitalization ratio represents the ratio of all debt obligations on the financial statements to total
capitalization (total debt plus total shareholders’ equity, including certain adjustments). The consolidated interest coverage ratio
represents the ratio of Adjusted EBITDA to consolidated cash interest expense calculated in accordance with the Company’s debt
agreements. Refer to the terms defined in the respective agreements which are available at www.sedar.com.

As at December 31, 2019, the Company was in compliance with the financial ratios with the total consolidated debt to capitalization
ratio at 49% and the consolidated interest coverage ratio at 6.7 to 1.0. 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.

The 2024 Notes, 2029 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 2024 Notes, 2029 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, 2019, the Company was in compliance with all of its existing covenants under the 2024 Notes, 2029 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 items, 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, 2019, the Board declared 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 — Leases . 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. 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. 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 three months and years ended December 31, 2019 and
2018.
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Years ended December 31

Continuing operations 2019 2018
Cash flow from operating aCtiVIties .........ccvevrereerreeeenriieere s ereereereeneene S 362,155 S 527,086
Adjustments:
Changes in non-cash working capital and taxes paid .........ccccecuveveercveereernnnns 95,145 (64,298)
Replacement Capital......cceecirecieieeeee et (24,792) (25,225)
Cash interest expense, including capitalized interest ........ccccocvveeveveerieernnnns (64,455) (68,474)
LEASE PAYMENTS .eevvieveiireeiteeeteesreeiteesreesseeeseesseeeseessseesseessseesseesseessnssnseesnns (48,632) (49,785)
CUITENT INCOME TAX.uueiiurierieiieeireeireeeteeereesteesteestresbeesseeeseessaeeseessseeseesaneens (17,882) (60,178)
Distributable cash flow from continuing operations ...........cccccvveeeviieeesiieeeennenn. S 301,539 S 259,126

Years ended December 31

Combined operations 2019 2018
Combined cash flow from operating activities ............cccveeveeieeeeeeeeece e, S 368,620 S 563,738
Adjustments:
Combined changes in non-cash working capital and taxes paid ...........cc....... 98,475 (69,489)
Combined replacement capital .......ccoecvvereeeveeeceesee s (25,070) (26,800)
Cash interest expense, including capitalized interest .... (64,455) (68,474)
Lease payments ...... (49,542) (52,870)
Current income tax (18,735) (63,588)
Distributable cash flow from combined operations ..........cccceeevevveercveceenieeneen. S 309,293 S 282,517
Dividends declared to Shareholders .........uoocuieeeeieieeeeeeee et S 192,001 S 190,326

Quarter ended December 31

Continuing operations 2019 2018
Cash flow from operating aCtiVities ..........cccceeueveeieieee et S 105,670 S 262,044
Adjustments:
Changes in non-cash working capital and taxes paid .........ccccoceeeviieeiiciieeennnes 15,047 (123,954)
Replacement Capital......cceeieieirieiieeeiee ettt (10,194) (9,604)
Cash interest expense, including capitalized interest .........cccecveeveveerieernnnne (15,436) (16,713)
LEASE PAYMENTS .eeeveeeeeeieesierereeseeeteesseesseeeseesseeeseesseesssesssseesseesnsesssesssseesnes (13,540) (11,187)
CUITENT INCOME TAX..uueiiurieiieiieeireeireeeteeereesteesteestreebeesseeeseestaesbeessseeseesaneens (5,737) (22,396)
Distributable cash flow from continuing operations ...........ccccccveeeviiieeiiieeecnnenn. S 75,810 S 78,190
Combined operations 2019 2018
Cash flow from operating aCtiVIties .........ccueevereerreeeerreireecre s ere e e e eneens S 105,670 S 272,337
Adjustments:
Changes in non-cash working capital and taxes paid .........cccceeveveercveereernnnns 15,047 (127,628)
Replacement Capital......cceeceeeiiieiieecee ettt e (10,194) (9,676)
Cash interest expense, including capitalized interest ........ccccocveeevveveeecieennens (15,436) (16,713)
LEASE PAYMENTS .eevveeveeerieiieeeteeireeiteesreesseeeseessseesseessseeseessseesseeeseesssssnseessns (13,540) (11,588)
CUITENT INCOME TAX.1eeiuiiieieiieeceieeeeiee e et e e eete e e eette e e ete e e e aeeeeeeseeeesreeeeesreeaennes (5,887) (22,609)
Distributable cash flow from continuing operations ..........cccceeeevivereeeceercveennen. S 75,660 S 84,123
Dividends declared to Shareholders ........c.oouviviiiiieiieceeee e S 48,073 S 47,704
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Dividends declared in the twelve months ended December 31, 2019 were $192 million, of which the entire amount was paid in cash.
In the twelve months ended December 31, 2019, dividends declared represented 62% of the combined distributable cash flow
generated.

Contractual obligations and contingencies

The following table presents, at December 31, 2019, 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 ......c.eovieeie e $ 1,100,000 S - S - S 600,000 S 500,000
Credit faCilities ..o.ciieeeeeeeiee e 60,000 - - 60,000 -
Convertible debentures 99,890 - 99,890 - -
Interest payments on long-term debt and Debentures.......... 327,954 54,750 101,829 85,875 85,500
Lease 0bligatioNS.......cccuvereerieeeece e 145,239 40,000 55,875 31,117 18,247
Total contractual obligations ...........cccocvivineiiiiiiiiee $ 1,733,083 $ 94,750 $ 257,594 $ 776,992 $ 603,747

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, 2019, the Company had previously identified and approved capital expenditure commitments of $325 million
that the Company expects to undertake over the next 12 months. In addition, the Company had accrued liabilities for obligations with
respect to the Company’s defined benefit plans of $5.0 million and provisions associated with site restoration on the retirement of
assets and environmental costs of $197.0 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, 2019, there were 145.7 million common shares outstanding and no preferred shares outstanding. In addition, under
the Company’s equity incentive plan, there were an aggregate of 1.8 million restricted share units, performance share units and
deferred share units outstanding and 2.0 million stock options outstanding as at December 31, 2019.

At December 31, 2019, awards available to grant under the equity incentive plan were approximately 10.8 million.
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As at February 21, 2020, 145.7 million common shares, 1.8 million restricted share units, performance share units and deferred share
units and 2.0 million stock options were outstanding.

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 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, 2019 and 2018. 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 $9.9 million and
$7.3 million as of December 31, 2019 and 2018, respectively. A 15% unfavorable change would decrease the Company’s net income
by $9.9 million and $7.3 million as of December 31, 2019 and 2018, 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,
2019, the Company had $60 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.
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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
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 $2.7 million and $1.9 million as at December 31, 2019 and 2018, respectively. A 5%
favorable change would increase the Company’s net income by $2.7 million and $1.9 million as at December 31, 2019 and 2018,
respectively. The Company expects to continue to enter into financial derivatives, primarily forward contracts, to reduce foreign
exchange volatility.

As at December 31, 2019, the Company had $nil U.S. dollar denominated debt as part of its draw on its Revolving Credit Facility
resulting in no exposure to currency risk.

ACCOUNTING POLICIES

Critical accounting policies and 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.

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.
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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, 2019 and December 31, 2018, the Company considered certain
businesses and assets as 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, 2019. 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.
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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.

o The annual improvements process addresses issues in the 2015-2017 reporting cycles include changes to IFRS 3 — Business
combinations, IFRS 11 — Joint arrangements, IAS 12 — Income taxes, and IAS 23 — Borrowing costs. This improvement is
effective for periods beginning on or after January 1, 2019. The adoption of these improvements did not have a material
impact on the condensed consolidated financial statements.

. The annual improvements 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 adoption of this amendment
did not have a material impact on the condensed consolidated financial statements.

. IFRIC 23 — Uncertainty over income tax treatments (“IFRIC 23”), has been amended to clarify how the recognition and
measurement requirements of IAS 12 - Income taxes, are applied where there is uncertainty over income tax treatments.
The amendment to IFRIC 23 is effective for years beginning on or after January 1, 2019. The adoption of this amendment
did not have a material impact on its condensed consolidated financial statements.

New and amended standards and interpretations issued but not yet adopted:

e |FRS 3 — Business Combinations (“IFRS 3”), has been amended to update the definition of a business. The amendment to
IFRS 3 is effective for years beginning on or after January 1, 2020. The Company assessed the impact of this amendment and
has determined that more business acquisitions will qualify for assets purchases than business combinations on its
consolidated financial statements.

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 (“CFO”) 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, 2019. 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, 2019.

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, 2019. There have been no changes in ICFR that occurred during the
period beginning January 1, 2019 and ended on December 31, 2019 that has materially affected or is reasonably likely to materially
affect Gibson ICFR.

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 AIF,
which is available on SEDAR at www.sedar.com.
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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 commaodity 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
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
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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.

Jointly Owned Facilities

Certain of the Company’s facilities are jointly owned with third parties. Approvals must be obtained from such joint owners for
proposals to make capital expenditures regarding such facilities. These approvals typically require that a capital expenditure proposal
be approved by the owners holding a specified percentage of the ownership interests in the relevant facility. It may not be possible
for the Company to obtain the required levels of approval from co-owners of facilities for future proposals for capital expenditures
to expand or improve its jointly owned facilities. In addition, agreements for joint ownership often contain restrictions on transfer of
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an interest in a facility. The most frequent restrictions require a transferor who is proposing to transfer an interest to offer such
interest to the other holders of interests in the facility prior to completing the transfer. Such provisions may restrict the Company’s
ability to transfer its interests in facilities or to acquire partners’ interests in facilities and may also restrict the Company’s ability to
maximize the value of a sale of its interest.

As part of the Company’s effort to minimize these risks, the Company maintains communication with its co-owners through
participation in operating committees and formal decision-making processes. The Company also utilizes its knowledge of industry
activity and relationships with other owners to mitigate the risk of uncooperative behavior. However, there is no guarantee that the
Company will be able to proceed with its plans for any facilities which are jointly owned.

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 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 Indigenous 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 are 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
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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 along
or over pipeline rights-of-way. In addition, some of the Company’s facilities are located on or near current or former refining and
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 and state 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, provincial, 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. 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.

Climate Control Legislation
Climate change legislation-related risks are considered by the Company as part of its ongoing risk management processes. The

materiality of such risks varies among the business operations of the Company and the jurisdictions in which such operations are
conducted. Despite the potential uncertainties and longer time horizon associated with any such risks, the Board and management
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considers the impacts of climate change legislation over the short-, medium- and long-terms.

In 2018, the Canadian federal government enacted the Greenhouse Gas Pollution Pricing Act (the “GGPPA” or “Federal Backstop”)
which established a national carbon-pricing regime requiring each province to implement a price on carbon of $10/tonne of CO2e in
2018, escalating each year another $10, to an ultimate carbon price of $50/tonne of CO2e in 2022. The Federal Backstop allows
provinces some flexibility in structuring their carbon price regimes with cap and trade, carbon tax or output-based pricing systems,
all being acceptable methods for implementing such carbon pricing.

To the extent each province implements a carbon pricing system that meets the stringency requirements of the GGPPA, the GGPPA
will not apply. However, if such a provincial pricing system is not implemented, or does not meet the stringency requirements of the
GGPPA, the Federal Backstop will apply to the extent of such deficiency.

Prior to 2020, the Federal Backstop did not apply in Alberta as Alberta’s Carbon Competitiveness Incentive Regulation (“CCIR”)
applicable to large emitters, paired with the Climate Leadership Regulation (“CLR”) which implemented a province-wide carbon tax,
met the stringency requirements of the Federal Backstop.

In 2019, the newly elected Alberta UCP government made several legislative changes including repealing the CLR, thereby eliminating
Alberta’s carbon tax and replacing the CCIR with the Technology Innovation and Emission Reduction (“TIER”) Regulation.

TIER became effective on January 1, 2020 and requires large emitters (facilities that emit 100,000 tonnes or more of CO2e in 2016 or
any subsequent year, or that are otherwise eligible to opt-in to the TIER regime) to reduce their emissions intensity by 10% relative
to such facility’s historical production-weighted average emission intensity. This reduction requirement “tightens” by an additional
1% annually, beginning in 2021.

Facilities regulated under TIER have a number of compliance options including physical abatement of emissions, use of emission
performance credits, use of emission offsets, the purchase of TIER fund credits, or a combination of the foregoing. Persons
responsible for such regulated facilities must file annual compliance reports with the government demonstrating their compliance
with TIER’s emission intensity reduction requirements and such facilities emitting 1 MT or more CO2e will have an additional
requirement to file forecasts of anticipated emission for the following year.

The Canadian federal government has acknowledged that the TIER satisfies the stringency requirements of the Federal Backstop
insofar as it applies to large emitters, at least in respect of 2020. It remains to be seen if TIER’s carbon pricing (currently calibrated at
$30/tonne of CO2e) will be increased to align with the Federal Backstop’s pricing escalation in 2021 and 2022. However, Alberta’s
repeal of the CLR has resulted in the province’s overall carbon pricing regime not meeting the stringency requirements of the Federal
Backstop. This resulted in Alberta being added as a “listed province” under the GGPPA such that the federal carbon tax contemplated
by the Federal Backstop will be levied in 2020 and thereafter on fossil fuels imported into or otherwise consumed within Alberta,
other than in respect of TIER-regulated facilities.

While none of the Company’s Alberta facilities are considered large emitters under TIER, the Company has voluntarily submitted to
TIER regulation in respect of several of its facilities via an “aggregate facility” designation available under TIER. Certain conventional
oil and gas facilities which do not satisfy the large emitter criteria under TIER can be aggregated together and be treated as if they
were a single aggregate facility. Accordingly, the Company will be required to reduce its emission intensity in respect of such
aggregate facility in accordance with TIER, but in doing so, will avoid the application of the carbon tax pursuant to the Federal
Backstop, in respect of fuels used by such aggregate facility.

Like Alberta, Saskatchewan has implemented an output-based pricing system applicable to large emitters pursuant to its
Management and Reduction of Greenhouse Gases Act (“MRGGA”) and related regulations including the Management and Reduction
of Greenhouse Gases (Reporting and General) Regulations (the “MRGGR”). Large emitters under the MRGGR are facilities in certain
sectors that emit 25,000 or more tonnes of CO2e, and those that emit 10,000 tonnes of CO2e per year and who opt-in to the MRGGR.
Annual emission intensity reduction requirements are specific to the product produced by the applicable regulated facility and
increase in stringency over time in prescribed increments. Like Alberta’s TIER, person’s responsible for such regulated facilities must
file annual compliance reports demonstrating their compliance. Compliance options include physical abatement of emissions, using
emission offsets, using emission performance credits, purchasing technology fund credits, or a combination of the foregoing.
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Saskatchewan has consistently opposed implementation of a carbon tax and the output-based pricing system contemplated by the
MRGGR does not apply to certain industrial sectors. Accordingly, as of January 2019, the Federal Backstop applies in Saskatchewan
in respect of: (i) electricity generating facilities and natural gas transmission pipelines, in the form of its own output-based pricing
system applicable to such facilities that emit 50,000 tonnes or more of CO2e in a year (with the ability for such facilities that emit
10,000 tonnes of CO2e or more in an year to opt-in); and (ii) a carbon tax applied to fossil fuels imported into or otherwise consumed
within Saskatchewan, in the same manner as how the Federal Backstop’s carbon tax is applied in Alberta.

While none of the Company’s Saskatchewan facilities are considered large emitters under the MRGGR, it has elected to “opt-in” to
the MRGGR in respect of its Moose Jaw Facility. Accordingly, the Company will be required to reduce its emission intensity in respect
of such facility in accordance with the MRGGR but will avoid the application of the carbon tax pursuant to the Federal Backstop in
respect of fuels used by such facility.

Saskatchewan lost their challenge at the Saskatchewan Court of Appeal of the constitutionality of the Federal Backstop being imposed
and is appealing the loss to the Supreme Court of Canada (“SCC”). Arguments are expected to be heard in spring of 2020. Alberta
vowed in June 2019 to apply for intervener status in Saskatchewan’s appeal. Notably, Ontario similarly challenged the tax and lost at
the Ontario Court of Appeal and is appealing to the SCC.

The Alberta Court of Appeal has yet to release its decision after arguments were heard in December 2019 on the constitutionality of
the carbon tax. The UCP government has vowed to appeal the case to the SCC if the ruling is not in their favour. In the interim, the
Federal Backstop applies to all provinces who do not meet the federal threshold, which as of January 2020 includes Alberta, Manitoba,
New Brunswick, Ontario, and Saskatchewan.

Legislative and regulatory issues related to climate change are also attracting significant political attention in the United States. It is
expected that such initiatives will continue at international, national, regional and state levels of government in an effort to monitor
and limit emissions of GHGs. Carbon taxes, cap-and-trade programs, GHG reporting and tracking programs, and regulations that
directly limit GHG emissions from sources have, among other programs, been considered. While there is no comprehensive Federal
climate change legislation to date, the USEPA has implemented the Clean Air Act that, among other things, establishes Potential for
Significant Deterioration (“PSD”) construction and Title V operating permit reviews for GHG emissions from certain large stationary
sources that are also potential major sources of certain principal, or criteria, pollutant emissions, which reviews could require securing
PSD permits at covered facilities emitting GHGs and meeting “best available control technology” standards for those GHG emissions.
The USEPA further requires monitoring and annual reporting of GHG emissions from certain petroleum and natural gas system
sources in the United States, which includes, among others, onshore processing, transmission, storage and distribution facilities. The
USEPA also amended and expanded the GHG reporting requirements to all segments of the oil and natural gas industry in October
2015.

Congress passed the climate Action Now Act in May 2019 which aims to keep the U.S. in the Paris Agreement; the Act is with the
Senate being read the second time. The USEPA is working on regulations to limit greenhouse gas emissions within its existing statutory
authority under the Clean Air Act. In addition, more than one-third of the states already have begun implementing legal measures to
reduce emissions of greenhouse gases.

On January 28, 2020, House Energy and Commerce Committee members released draft text of the Climate Leadership and
Environmental Action for our Nation’s (CLEAN) Future Act, proposing a new climate plan to ensure the United States achieves net-
zero greenhouse gas pollution no later than 2050. The CLEAN Future Act proposes sector-specific and economy-wide solutions to
address the “climate crisis.” Feedback and recommendations from all stakeholders has been requested CLEAN Future Act is refined.
The Committee intends to hold hearings and stakeholder meetings throughout 2020.

A number of U.S. states have formed regional partnerships to regulate emissions of GHGs such as the Transportation and Climate
Initiative (TCl) enacted on December 17, 2019 and involving thirteen jurisdictions in the Northwest and Mid-Atlantic United States.
In general, climate change legislation imposes, among other things, costs, restrictions, liabilities and obligations in connection with
the handling, use, storage and transportation of crude oil and petroleum products. The complexities of changes in environmental
regulations make it difficult to predict the potential future impact to the Company. However, compliance with climate change
legislation requires significant expenditures and it is likely that such legislation will materially impact the nature of oil and gas
operations, including those carried out by the Company and its customers. In addition, changes to such legislation or future legislation
may apply to more facilities over time and result in further regulatory requirements that could affect the Company’s business, or the
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business of its customers. At present, it is not possible to predict the impact such legislation will, or new legislation or regulatory
programs could, have on the Company’s business, operations and/or finances. Future capital expenditures and operating expenses
could continue to increase as a result of, among other things, developments in the Company’s business, operations, plans and
objectives and changes to existing, or implementation of new, climate change legislation. Regulatory focus on other air emissions
criteria such as VOC emissions, particulate matter and ground level ozone may also impact the oil and gas sector, particularly the
midstream component. Failure to comply with climate change legislation may result in, among other things, the imposition of fines,
penalties, environmental protection orders, suspension of operations, and could adversely affect the Company’s reputation. The
costs of complying with climate change legislation are not presently expected to have a material adverse effect on the Company’s
operations or financial condition, however, the implementation of new climate change legislation, the modification of existing climate
change legislation, changes in climate change policy that seek to promote adaptation to climate change which affect the energy
industry generally could reduce demand for crude oil and petroleum products and materially impact the Company’s current or future
business (including, without limitation, increasing costs of compliance) and could have an adverse effect on the Company’s
operations, margins, profitability and results.

The extent and magnitude of any adverse impacts of current or additional programs or regulations beyond reasonably foreseeable
requirements cannot be reliably or accurately estimated at this time, in part because certain specific legislative and regulatory
requirements have not been finalized and uncertainty exists with respect to the additional measures being considered and the time
frames for compliance. Consequently, no assurances can be given that the effect of future climate change legislation will not be
significant to the Company. There is also risk that the Company could face claims initiated by third parties relating to climate change
or climate change legislation. These claims could, among other things, result in litigation targeted against the Company and the oil
and gas industry generally, and should any such litigation claims arise, they may have a material adverse effect on the Company’s
business.

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 |ower 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, including carbon taxes or equivalents
or requiring the inclusion of ethanol and use of biodiesel which may negatively affect the overall demand for crude oil
products;

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.

Federal Review of Environmental and Regulatory Processes
In 2016, the Government of Canada commenced a review of federal environmental and regulatory processes under various acts and
in February 2018, the Government of Canada proposed the enactment of the Impact Assessment Act and the Canadian Energy

Regulator Act and certain amendments to the Fisheries Act and the Navigation Protection Act.

The Impact Assessment Act came into force in August 2019 and replaced the Canadian Environmental Assessment Act, 2012. It
established the Impact Assessment Agency of Canada, which will lead and coordinate impact assessments for all designated projects,
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including those previously administered by the National Energy Board. The Impact Assessment Act applies to designated projects
listed in the Physical Activities Regulations and physical activities designated by the Minister of Environment and Climate Change
Canada on an ad hoc basis. The legislation expands the assessment considerations beyond the environment to expressly include
health, economic, social and gender impacts, as well as considerations related to sustainability and Canada’s climate change
commitments. The Canadian Energy Regulator Act also came into force in August 2019 and replaced the National Energy Board with
the Canada Energy Regulator and modified the regulator’s role in federal impact assessments.

The amendments to the Fisheries Act restore the previous prohibition against harmful alteration, disruption or destruction of fish
habitat and the prohibition against causing the death of fish by means other than fishing. The amendments also introduce several
new requirements to expand the scope of protection and role of Indigenous groups and interests. The prohibitions against the death
of fish, and the harmful alteration, disruption or destruction of fish habitat may result in increased permitting requirements where
the Company’s operations potentially impact fish or fish habitat. The amendments came into force in August 2019.

The changes to the Navigation Protection Act, including its renaming to the Canadian Navigable Waters Act, expand its scope to all
navigable waters, create greater oversight for navigable waters and, consistent with the Fisheries Act, introduce requirements to
expand the scope of protection and the role of Indigenous groups and interests. The broader application of the Canadian Navigable
Waters Act may result in increased permitting requirements where the Company’s operations potentially impact navigable waters.
These amendments came into force in August 2019.

The extent and magnitude of any adverse impacts of the above changes to the legislation or programs on project development and
operations cannot be reliably or accurately estimated at this time as uncertainty exists with respect to their implementation and
accompanying regulations. Increased environmental assessment obligations may create risk of increased costs and project
development delays.

FORWARD-LOOKING INFORMATION

Certain statements and information included or referred to in this MD&A constitute forward-looking information (as such term is
defined under applicable Canadian securities laws). These statements relate to future events or the Company’s future performance.
All statements other than statements of historical fact are forward-looking information. The use of any of the words “anticipate”,

VAR7S VA4 7« ” . ” o, YN ” VAR7S 7 a1 77 41,
7

“plan”, “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 expressing future outcomes or statements regarding an outlook are intended to identify forward-looking
information. Forward-looking information, included or referred to in this MD&A include, but are not limited to statements with respect

to:

*  realization of anticipated benefits from reorganization and headcount rationalization efforts;

*  achieving the targets including but not limited to segment profits, payout ratio, leverage ratio and credit ratings;

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

* 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;

* the Company’s investment in new equipment, technology, facilities and personnel;

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

* the availability of sufficient capital and liquidity for planned growth;

* 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;

* the planned construction and in service date of the DRU;

* 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;

* the effect of market volatility on the Company’s marketing revenues and activities;
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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;

* the Company’s planned hedging activities;

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

* 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;

* the realization of anticipated benefits from the implementation of cost saving measures;

* the Company'’s projections of dividends; and

* 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;

e 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;

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

* changes in credit ratings applicable to the Company;

e operating costs;

e future capital expenditures to be made by the Company;

* the Company’s ability to obtain financing for its capital programs on acceptable terms;

* the Company’s future debt levels;

* the impact of increasing competition on the Company;

* the ability of the Company and its joint venture partner to construct the DRU as currently planned and scheduled;

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

* the Company'’s ability to successfully implement the plans and programs disclosed in the Company’s strategy.

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 "Risk Factors" included in this MD&A.
Readers should also refer to “Forward-Looking Information” and “Risk Factors” included in the Company’s current Annual Information
Form and to the risk factors described in other documents Gibson files from time to time with securities regulatory authorities, available
on SEDAR at www.sedar.com and on the Company's website at www.gibsonenergy.com . No assurance can be given that these
expectations will prove to be correct. As such, forward-looking information included or referred to in this MD&A and the Company’s
other filings with Canadian securities regulatory authorities should not be unduly relied upon. These statements speak only as of the
date of this MD&A.

Information on, or connected to, the Company’s website www.gibsonenergy.com does not form part of this MD&A.

The forward-looking information included or referred to in this MD&A are expressly qualified by this cautionary statement and are
made as of the date of this MD&A. The Company does not undertake any obligation to publicly update or revise any forward-looking
information, whether as a result of new information, future events or otherwise except as required by applicable securities laws.
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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, and 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.

Qur 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, 2019 and 2018, and its financial performance and its cash flows for the yearsthen ended in
accordance with International Financial Reporting Standards (IFRS).

What we have audited

The Company’s consolidated financial statements comprise:

o the consolidated balance sheets as at December 31, 2019 and 2018;

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

o the consolidated statements of comprehensive income for the years then ended;
o the consolidated statements of changesin equity for the yearsthen ended;

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

o the notesto 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 requirementsthat are relevant to our
audit of the consolidated financial statementsin 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.

Pricewater houseCoopers LLP
111-5th Avenue SW, Suite 3100, Calgary, Alberta, Canada T2P 5L3
T: +1403 509 7500, F: +1403 7811825
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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 isto 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 appearsto be materially misstated.

If, based on the work we have performed, we conclude that there isa material misstatement of this other
information, we arerequired 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
statementsin accordance with IFRS, and for such internal control as management determinesis necessary
to enable the preparation of consolidated financial statementsthat are free from material misstatement,
whether dueto 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, mattersrelated to going
concern and using the going concern basis of accounting unless management either intendsto 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
awhole arefree from material misstatement, whether dueto 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 amaterial 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 dueto fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidencethat 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.
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o Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriatein the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’sinternal 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 existsrelated to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we concludethat a material uncertainty exists, wearerequired to draw attention in our auditor’s
report to therelated disclosuresin 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’sreport. However, future events or conditions may cause the Company to
cease to continue as a going concern.

o 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.

o 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 areresponsible 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 deficienciesin 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 requirementsregarding 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 thisindependent auditor’s report is Khurram Asghar.

%WW LL”P
Chartered Professional Accountants

Calgary, Alberta, Canada
February 24,2020
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Gibson Energy Inc.
Consolidated Balance Sheets

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

As at December 31,

2019 2018

Assets

Current assets
Cash and cash EQUIVAIENTS ......cc.ecueieuiiciiiiiceeeetee ettt et ettt e saeeaeeeas S 47,231 S 95,301
Trade and other receivables (NOTE 5)...ccuuiiicciee e 428,892 283,816
INVENTOIIES (NOTE B)...uuviieiiiieeeiiiee et e s ete e e s te e e e ere e e stee e e e tr e e eesteeesnseeeensseeeensseeeesnssenean 137,168 85,629
INCOME TAXES FECERIVADIE. .. .ueeeeietiieiiiiitit bbb bbb s asesssassasarasasasasarasans 8,592 -
Prepaid and Other @SSELS.....uuiiiiiii e ceee st e e st e e et e e e enea e e enreaeean 6,227 11,618
Net investment in finance 1€aSes (NOTE 7) ...ccueieeeuiei e 7,476 1,156
Assets held for sale (NOTE 8) ....uuii ittt aeeeea 49,394 209,438
o] = o0 T g=1 0] A T =] £ RPURPRPRPNE 684,980 686,958

Non-current assets
Property, plant and equipment (NOTE 9) .....ccouiiieeiiii e et 1,558,762 1,424,211
Right-0f-use assets (NOTE 10) ......uuieiuiieieiiieeeiee e ccee e e et e e eree e e e sere e e eate e e snsaeeesnnaeeas 95,485 99,180
Long-term prepaid and other assets (NOTE 11) ....cccevceeeveeriieniecniie e 2,757 4,803
Net investment in fiINANCe 1€aSES (NOTE 7) ..uuueeeeeet e 181,074 154,206
Investment in equity accounted INVESTEE .........cevieiieiiiiiiie e e 20,519 -
Deferred income tax assets (NOTE 21) ...c.ueieiiuiieeeiiee et ettt e e et ean 38,869 35,874
[N =Yg Yol o (=R I Y= N (o (<30 7 [N 33,597 41,996
[CToYo Yo ANVZ1T I FaTo X =30 A ) IR 360,647 362,348
R = g Lot B o [ =] LA K<) K- 2,291,710 2,122,618

TORAl @SSOES ..ottt ettt e et e e et e s et e e s et e e eeeaeeesaateeeanreeesaaaeesanrteesaaretesanaaeesaraeeean S 2,976,690 S 2,809,576

Liabilities

Current liabilities
Trade payables and accrued charges (NOTE 17) ...cuicveeveeeiieieieecreeerie et S 432,067 S 365,410
INCOME TaXES PAYADIES .. ... e e e e e e e e rae e aeeas - 66,083
Dividends payable (NOtE 20) .......cooeuiiiieiieeecee ettt ettt e e et e e eaa e e e saaaaean 48,073 47,704
(0fe] g} 4 = Yot fl = o111 A =S RRPRRRRRRTNY 66,147 15,451
Lease liabilities — current portion (NOtE 15) ......cccccieieiciieeeciie e sree e e aee s 36,308 36,200
Liabilities related to assets held for sale (NOtE 8) ......ccccueeeeiiiiieciiee e 6,569 58,813
o] = o0 T =1 01 A =Y o 11 LT RN 589,164 589,661

Non-current liabilities
LoNg-term debt (NOTE 14).....ooi ittt ettt e et e e e ete e e e eatee e eeareaeenn 1,148,707 1,039,578
Lease liabilities — non-current portion (NOTe 15)......ccccciiiieiiiiieeiiiee e 95,500 72,871
Convertible debentures (NOE 16)......cccuuiiieiiiiiiiiee et eere e et e et 95,129 92,466
PrOVISIONS (NOTE L18) .euuuueiieieitt e aeasasas s sasssssnsssnsnsnsnsesenannnnnnns 197,002 162,811
Other long-term liabilities (NOTE 19) .....oviiiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeee ettt e e e e e 6,169 16,319
Deferred income tax liabilities (NOTE 21).....uueeeeeiiiiiiiiiiri b 84,409 77,640
Total NON-CUITENT [HaDTlITIES ..vvvvrrvriririiiiiiieieie ettt e e e e e e e reereeerees 1,626,916 1,461,685
JLCe] = 1 N = o113 o= PR S 2,216,080 S 2,051,346

Equity
Share capital (NOTE 20) .....uiiieiie e ciee et e e e e eere e et e e e staeeeesaeeesneeeessseeeeanes 1,973,827 1,955,146
Contributed surplus 46,316 44,461
Accumulated other COmMPrenenSiVe INCOME .....uuueeveieiiieiiieieieieieieveeeeeeeeeeeee e erereeeresen 32,594 41,650
Convertible debentures (NOtE 16)......cccuvieieciiiiiiiee e eeee e see e rree e ere e e e e e e e sraeeenes 7,023 7,023
DEFICIL 1.vveveveeeieetete ettt st s ettt et a et a sttt tanee (1,299,150) (1,290,050)
H o] = I =To [V 11 AV PRPRPPURPPPRNY 760,610 758,230

Total liabilities and @QUILY ..........ccoeeiiviiiiiicie ettt et et e et e ebeeeeare s S 2,976,690 S 2,809,576

Commitments and contingencies (note 30)

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,
2019 2018

Continuing operations
REVENUE (NOTE 22) cueiveeieereeteeete ettt ettt ete st s e e teeete et e ete e ebeetaesteesbeeaseessestsenteesreesbeenseenseereenns S 7,336,322 S 6,846,589
Cost 0f 5ales (NOTES 23 AN 24) ...eviieeieee e e e e et e e et a e e e ensaeeennnaee s 7,002,402 6,543,958
[T oL o] o {1 333,920 302,631
General and administrative expenses (N0tes 23 anNd 24).......ccceeeeciereeciiee e eeee e 64,580 69,013
Impairment of 20OdWill (NOTE 13) ......uiiiiiiie e ettt eeat e e et e e eeareeeeans - 20,479
Other operating iNCOME (NOTE 25) .......viiiieiiee ettt e ettt e e et e e e et e e e eearaeeeeareeaas (6,112) (2,091)
OPErating INCOME ..uuuuueeeeiiiiiiiiiiiisissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 275,452 215,230
FINANCe COSES, NET (NOTE 14) weoiiiiieeeeie ettt ettt e e e et e e e et e e e eabe e e eeateeeeasaeeaeas 78,540 78,492
Income before iINCOME taXES.......coviiieeeeciceiiiieeieereceerrrreenessee e s e eeenassssssssssesesnnssssssssneennnnsnnnns 196,912 136,738
INCOME taX EXPENSE (NOLE 21)..uuiiiiiiiiieiiieeiiee ettt et sttt e sae e s be e e sbe e sabeesbeesatees 20,573 55,613
Net income from continUing OPErations ........cccccvviiiiiisnnniiiiiiiniinnnnennneressssssssssssesnes S 176,339 S 81,125
Net income from discontinued operations, after tax (NOte 8)......cccceeeeveeeviiieerciie e, 6,562 69,923
INET INCOME ceeeeeeereeeeeeeeeeeeeeeeeeeeeeeeeereeeeeeseesssesessssssssssssssesssssesssssssssssssssssssssssssessssssssssssssssssssssns S 182,901 S 151,048
Earnings per share (note 26)

Basic earnings per share from continuing operations .........cccccccvveeeieeicciiieee e, S 1.21 S 0.57

Basic earnings per share from discontinued operations..........ccccceeeieeieciiiieee e cccirieeee e, 0.04 0.48

BasSiC arNINGS PEI SNATE......uuiiiii it e e e e et e e e e e e st b e e e e e eesanraeeeaeeeennnaes S 1.25 S 1.05

Diluted earnings per share from continuing operations..........cccccceeeeeieciiiieeee e, S 1.19 S 0.56

Diluted earnings per share from discontinued operations ..........cccccceveeiiiiieieeeeccciieeee e, 0.04 0.46

Diluted €arnings PO SNATE ....ccvii ittt st sbe e st e sateesaaeeees S 1.23 S 1.02

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

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

Year ended
December 31,
2019 2018
[T A1 Tole T 1 1 L=T PR STR S 182,901 S 151,048
Other comprehensive (10SS) INCOME ...........cc.oiiiiiiiiiiiie e
Items that may be reclassified subsequently to statement of operations
Exchange differences on translating foreign operations — continuing operations............. (8,767) 12,518
Other comprehensive income from discontinued operations.........ccccceevveeevieeeeciieee e, - 5,373
Reclassification of foreign currency translation gain on disposal of foreign operations..... - (143,601)
Items that will not be reclassified to statement of operations
Remeasurements of post-employment benefit obligation, net of tax .......cccceevcvvveeecieeennes (289) (6,826)
Other comprehensive 10ss, NEt Of taX..........ccoociiiiiiiii e (9,056) (132,536)
COMPIENENSIVE INCOME..........eceiiiieieciecee ettt ettt et steeeteeaveeaeeeaeeebeesteesteenteas S 173,845 S 18,512

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 20) surplus income (loss) debentures Deficit Total Equity
Balance —January 1,2018.................... 1,932,103 48,706 174,186 7,023 (1,250,787) 911,231
Net INCOME ...vvvverrirrrererrrieeireereeeeaeaees - - - - 151,048 151,048
Reclassification of foreign currency
translation gain on disposal of foreign
OPEratioNS ....cceeeveeciieeieeeee e esiee e - - (143,601) - - (143,601)
Other comprehensive income, net of
L= D N - - 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 wevvirieeeiiiiireeee et 1,056 - - - - 1,056
Reclassification of contributed
surplus on issuance of awards
under equity incentive plan.......... 21,987 (21,987) - - - -
Dividends on common shares ($1.32
per common share) .......ccceeeevveeneens - - - - (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
Balance —January 1,2019.................... S 1,955,146 S 44,461 S 41,650 S 7,023 S (1,290,050) S 758,230
Net INCOME ...uvvvvrrirerrrirrririreireeeeaeaees - - - - 182,901 182,901
Other comprehensive income, net of
e ST - - (9,056) - - (9,056)
Comprehensive (loss) income............... - - (9,056) - 182,901 173,845
Exercise of debentures conversion
OPLION ceeiirieee e 110 - - - 110
Share based compensation - 19,167 - - - 19,167

Proceeds from exercise of stock

OPLIONS wevviiieeeiiiiiieeee et 1,259 - - - - 1,259
Reclassification of contributed
surplus on issuance of awards

under equity incentive plan.......... 17,312 (17,312) - - - -
Dividends on common shares ($1.32

per common share) .......ccceeeevveeneens - - - - (192,001) (192,001)

Balance — December 31, 2019.............. $ 1,973,827 S 46,316 S 32,594 S 7,023 S (1,299,150) S 760,610

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 from continUINg OPErations ........ccccviiiiciieeiiiie e e re e e s
Adjustments for non-cash itemMs (NOTE 32) ...uueviiciiieieciii e
Changes in items of working capital (Note 32) .....ceevcieiiiceeeee e

Income tax (payment) refund, net (note 32)

Cash provided by operating activities from continuing operations

Cash provided by operating activities from discontinued operations (note 8)
Net cash provided by operating activities .............ccocceiiiiiiiinii e

Cash flows from investing activities

Purchase of property, plant and equUIPMENt .........ccooeiiiiiiiii e,
Pl U TE] Lo 1 3PPt
Deferred consideration paid on prior period acquisition .........ccccveveeeeieiiiiieeeeec e,
Purchase of intangible @SSEts .......ccuuiiiiii i
Proceeds from sale of assets held for sale, net (NOte 8)......ccceeeveceeiiiiieeeciee e,
Proceeds from Sale Of @SSELS ...uiiiiiiiiiiriieeee e

Cash used in investing activities from continuing operations

Cash provided by investing activities from discontinued operations (note 8)
Net cash used in investing actiVities ..............ccocveiiriii i

Cash flows from financing activities

Payment of shareholder dividends ..........cceeieciiiieciee e
g T T o T= Y T JR =Y SN
Proceeds from exercise of StOCK OPtiONS ......ccccviiiieiiiiiiiiee e
Finance lease payments (NOTE 15) .......iiiiuiirieiiie e ettt et e e et aa e eeaae e e e aaee e
Proceeds from issuance of long-term debt, net of cost ......ccooeiiiiiiiiiiiiiiiii e,
Repayment of long-term debt, net of COSt ......uuiiiiiiiiiiiiiii e,
Repayment of credit facilities, Net........cooi e

Cash used in financing activities from continuing operations

Cash used in financing activities from discontinued operations (note 8)
Net cash used in financing activities ..............ccooiiiriiii i
Net (decrease) increase in cash and cash equivalents ............c.cccoeieviiiiniiiiiieccc e,
Effect of exchange rate on cash and cash equivalents ..........cccccieeeiciiiei e,
Cash and cash equivalents — beginning of Year ........cccccccviviiieiccie e
Cash and cash equivalents —end of year ...........ccccoe e

See accompanying notes to the consolidated financial statements

Year ended

December 31,
2019 2018
$ 176339 S 81,125
280,961 381,663
(2,169) 50,222
(92,976) 14,076
362,155 527,086
6,465 36,652
368,620 563,738
(265,951) (224,440)
(21,292) (41,656)
(39,551) -
(5,470) (4,051)
48,359 41,811
5,777 13,834
(278,128) (214,502)
67,735 107,777
(210,393) (106,725)
(191,633) (189,880)
(64,577) (68,924)
1,259 1,056
(48,632) (49,792)
495,485 -
(304,032) -
(90,000) (84,657)
(202,130) (392,197)
(847) (3,056)
(202,977) (395,253)
(44,750) 61,760
(3,320) 1,403
95,301 32,138
S 47,231 $ 95301

See note 32 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, 2019:

Name Nature of entity Name Nature of business

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

Gibson Energy ULC Holding Company Gibson Energy Infrastructure Partnership  Marketing and Infrastructure
Gibson (U.S.)

Acquisitionco Corp. Holding Company

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, gathering pipelines, a crude oil processing facility, and other small terminals. The primary facilities within this segment
include the Hardisty and Edmonton Terminals, which are the principal hubs for aggregating and exporting oil and refined
products out of the Western Canadian Sedimentary 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.

(2) Marketing, which is involved in 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 Marketing segment also engages in optimization opportunities which are typically location, quality
and time-based. The hydrocarbon products include crude oil, natural gas liquids, and road asphalt, roofing flux, frac oils, light
and heavy straight run distillates, combined vacuum gas oil and an oil-based mud product. The Marketing segment sources the
majority of its hydrocarbon products from Western Canada as well as the Permian basin and markets those products throughout
Canada and the U.S. During the first quarter of 2019, the Company renamed its Wholesale reportable segment as Marketing
and realigned its U.S. Trucking and Transportation assets into the Marketing reportable segment. This realignment reflected
management’s view of how information of the business is regularly reviewed internally for the purposes of decision making,
allocating resources and assessing performance. The Moose Jaw Facility business is impacted by certain seasonality of
operations specific to the oil and gas industry.

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, 2019

Infrastructure Marketing Total
Statement of operations
Revenue
EXEEINAL cuiitiiiiiiicecee e S 265,124 S 7,071,198 S 7,336,322
INtEr-segmMeNtal ....ccceeecveeieeeeeeee e 148,317 384,039 532,356
External and inter-segmental ..........ccccceeviieeiiieeecnnenn. 413,441 7,455,237 7,868,678
SegMENt Profit .oocvicieieeieiecieeeeeee e S 299,140 S 195,110 S 494,250
Corporate & other reconciling items
Depreciation and impairment of property, plant and eqQUIPMENT ........c.coiireiieiieeee e e ee e 121,731
Depreciation Of MGht-0f-USE @SSELS .....uiiiiiiierie st e ettt e e e e st e e e aee s s eeeaeessseeseesseeesseeenseennneenseennseans 40,527
Y gt Y au ¥4 Lo o [PPSR UPRPUPRRRNY 12,836
General and administrative 30,166
Stock based compensation .. 14,562
Corporate foreign exchange loss...... 3,961
Debt Extinguishment costs... 6,057
Interest expense, Net .....cccccevevvviciveeeeeennns 72,488
Gain on sale of assets held for sale (note 8) ......ccccccveeevvevuvennen. (4,990)
Net income from continuing operations before income tax 196,912
[aTole] g Tl =) d o= o Y PP PPPUPPTNS 20,573
Net income from CONtINUING OPEIAtIONS ......eccueieieerieeitieste et e s teesteeete et e et eesaeeeteesseeeseesseeeaeessseenseesnseesseeanseenneesnseesnseans 176,339
Net income from discontinued operations, after taX (NOTE 8) ......icciiiviiiiiieiiecie ettt st re et esbe e s e e e teesaneens 6,562
NET INCOME FrOM OPEIATIONS ...viiiiiiiiiiiie ettt et e e ettt e e ste e e e etb e e e sbaeeesateeeesabeeesabaeeaastseeesbeeesasaeeaastaeeessbeeesnseeeesnsseens S 182,901

Year ended December 31, 2018 (1)

Infrastructure Marketing Total
Statement of operations
Revenue
EXEErNal c.oeeeeeieeeee e S 259,865 S 6,586,724 S 6,846,589
Inter-segmental ........ccccoeviiiiiiie i 131,762 604,509 736,271
External and inter-segmental .........cccccceeeviieeiiiieecnnenn, 391,627 7,191,233 7,582,860
SEEMENT PrOfit covvevevriciicieciecte ettt e e e S 283,489 S 203,598 S 487,087
Corporate & other reconciling items
Depreciation and impairment of property, plant and equipment ... 143,160
Depreciation of right-of-use assets........cccccevevvieeiviieeiiiee e, 43,184
Amortization and impairment of intangible assets .. 10,870
IMpPairment Of SOOAWIIl (NOTE 13) ..eiiuiiiiieiieeie ettt e et e e et e et e e e e e teesseeeaseesseeenseessseenseeeneeesseeenseenneennseennsaans 20,479
[T = LI T Lo B Lo [ T TR (= 4 A7 RRORRR 32,155
Yool Qo Y=o I eTo T Yo T=T 0 T 4 o SRR 19,124
Corporate foreigN EXCNANEE SaIN ....ccuviiiiiiiie ettt e et e st teesbe e beesabeestaeebeessseesbeesaseenbeessseensaesaseeseeensaessseeseenans (2,089)
INEEIEST EXPENSE, NEL iiiiiiieiee ettt e ettt e e e e s st b e e e e e e ssabtateeeeeesstbeeeeeesaassbtbaaeesssssssesaeesesasstaaaeeeessassreaenesennnses 74,089
Foreign exchange 105s 0N 10NG-1EIM DT ......cuei it e e st e s e s te e s seeeneesnneeteesnseens 4,403
Loss on sale of net assets held for SAlE (NOTE 8) .......uii it e et e e et e e et e e e e ta e e e ebeeeeenaeaeenaeeas 4,974
Net income from continuing operations before INCOME TaX .....ccciiiiiiiiiiiic e e e 136,738
[aTole] g T - =) d o 1= o YOO PP UPPRORN 55,613
Net income from CONTINUING OPEIAtIONS .....viiiiiiiiiiiiiieciee ettt ee st e e e ste e e e seb e e e s bteeessbaeeesabeeesbteeeastaeeessbeeesseeeenssaeens 81,125
Net gain from discontinued operations, after tax (note 8) . 69,923
[N LT g TeloTa g =T e g g I o] o Y=Y = o 3 T3S S 151,048
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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

2019 20181

Property, Property,

plant and Intangible plant and Intangible

equipment Assets equipment Assets
INfrastruCture .....ccoiviiiiici S 245,838 S 1,060 S 265,751 S 20,241
Marketing.......coccvveiiiiiiiiiic 630 3,128 5,147 -
COrporate ..o 1,908 1,309 1,423 2,493
o1 1 USRS $ 248,376 $ 5,497 S 272,321 S 22,734

1. Comparative period segment information was restated to reflect the results of continuing operations separately from discontinued
operations. See note 9 for further details.

Geographic Data

Based on the location of the end user, approximately $1,791.9 million and $1,378.7 million of revenue was from customers in the
U.S. for the year ended December 31, 2019 and 2018, respectively.

The Company’s non-current assets, excluding investment in finance leases and deferred tax assets, are primarily concentrated in
Canada with $145.2 million and $110.3 million in the U.S. at December 31, 2019 and 2018, 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 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 February 24,
2020.

3 Significant accounting policies

The significant accounting policies applied in the preparation of these consolidated financial statements are set out below. These
policies 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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Gibson Energy Inc.
Notes to Consolidated Financial Statements

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

These consolidated financial statements include the results of the Company and its subsidiaries together with its interest in joint
ventures and 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 represent activities where the Company has joint control established by a contractual agreement. Joint control
requires unanimous consent for the relevant financial and operational decisions. A joint arrangement is either a joint operation,
whereby the parties have rights to the assets and obligations for the liabilities, or a joint venture, whereby the parties have rights to
the net assets. Where the Company has assessed the nature of its joint arrangements to be joint operations, it has recognized its
proportionate share of revenues, expenses, assets and liabilities relating to these joint operations. The Company’s joint venture is
accounted for using the equity method of accounting and are initially recognized at cost. The Joint venture is adjusted thereafter for
the post-acquisition change in the Company's share of the equity accounted investment's net assets. The Company's consolidated
financial statements include its share of the equity accounted investment's profit or loss and other comprehensive income, until the
date that joint control ceases. When the Company's share of losses exceeds its interest in an equity accounted investee, the carrying
amount of that interest, including any long-term investments, is reduced to nil, and the recognition of further losses is discontinued
except to the extent that the Company has an obligation or has made payments on behalf of the investee. Distributions from
investments in equity accounted investees are recognized when received.

Acquisition of an incremental ownership in a joint arrangement where the Company maintains joint control is recorded at cost or
fair value if acquired as part of a business combination. Where the Company has a partial disposal, including a deemed disposal, of a
joint arrangement and maintains joint control, the resulting gains or losses are recorded in earnings at the time of disposal.

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 goodwiill

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.
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Gibson Energy Inc.
Notes to Consolidated Financial Statements

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

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.

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:

(o] qT=2 =T o o WoUE o]0 g I=T g olo] o Lo - Lot £-J NSO OOO PP PP PPPPPPPPPRPPPPPPPPRE 6 — 10 years
Technology, SOFtWAre and [ICENSE ......cccuiiiieiiie e e e e et e e et e e e e ate e e s et e e e abeeeeantaeesensseeesnsaeasanseeenanes 3 -10years

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 of 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 of 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:

Buildings..... 10 - 20 years
o1 o700 T=T o | TSP PP UPPP PPN 3 —20years
oY TR =TT o I oo T o [ 1Yot o) o L3 SRSt 8 — 30 years

Tanks 20— 30 years
10— 25 years

Disposal wells 20 — 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.
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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 from the 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.

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 commaodity 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;

- theassets 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.

Leases - lessee

All leases are accounted for as finance leases and 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 an index 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.

Leases - 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.
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.
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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.

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.
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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.

The Company maintains provisions for uncertain income tax positions using the best estimate of the amount expected to be paid in
resolution of the uncertainty. To ensure the adequacy of these provisions, the Company reviews uncertain tax positions at the end
of each reporting period to give effect to changes in facts and circumstances and the availability of new information.

Revenue recognition

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.
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Revenues generated from provision of transportation and related services such as hauling services for crude for many of the United
State’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, Natural Gas
Liquids (“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 usually 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.

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.
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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.

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,
modification 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.

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
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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.

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.

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
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.

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
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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.

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
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.

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

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

e The annual improvements process addresses issues in the 2015-2017 reporting cycles include changes to IFRS 3 — Business
combinations, IFRS 11 — Joint arrangements, IAS 12 — Income taxes, and IAS 23 — Borrowing costs. This improvement is
effective for periods beginning on or after January 1, 2019. The adoption of these improvements did not have a material
impact on the consolidated financial statements.

e |AS 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 adoption of this amendment did not have a material impact
on the consolidated financial statements.

e |FRIC 23 — Uncertainty over income tax treatments (“IFRIC 23”), has been amended to clarify how the recognition and
measurement requirements of IAS 12 — Income taxes, are applied where there is uncertainty over income tax treatments. The
amendment to IFRIC 23 is effective for years beginning on or after January 1, 2019. The adoption of this amendment did not
have a material impact on its consolidated financial statements.
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B. New standards and interpretations issued but not yet adopted
The following accounting interpretations and standards were issued during the year:

e 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 assessed the impact of this amendment and has determined
that more business acquisitions will likely qualify for assets purchases rather than business combinations on its consolidated
financial statements.

5 Trade and other receivables

December 31,

2019 2018

TrA0E FECEIVADIES ..ottt e et e e et e e e e e e e e aeeeeeaeaeeesaeeeseneeeeaaans S 410,226 S 271,799
Allowance for doubtful aCCOUNTS.......cccviiiiiiiieee e e (131) (133)

Trade rECEIVADIES, NET....uuiiiiiiiiiiiiiiiiiiiiiee bbb ebrrearraerreererrresessrsrerererererrrrrrreererereee 410,095 271,666

Risk management assets (NOtE 29) ......ccccuieeeciiieeeiee et sre e e st e e eaae e e e e naeeeas 4,634 5,683

Broker aCCOUNTS rECEIVADIE. ... ..uueiiiiiiiiitittt i aarabeeeeerereeereeeeeeererereeeeeereeeees - 4,194

Yo [Tt o = D Y K= oL=1 A2 | ] [T 11,241 989

(01 1T T OSSR RTPRTPRPP 2,922 1,284

S 428,892 S 283,816

Year ended
December 31,

Allowance for doubtful accounts 2019 2018
O] T (YT T=4l =1 =TTl S (133) S (931)
Impact of change in accouNting POIICY ...cceeiiieeiiiieee e e - 484
AdditioNal @llOWANCES........vieeeiiie e e e e et e e eaae e e s rae e e erree e eanees - (7,360)
Receivables written off as UNcollectible ......coooooveeeeieeeeeeeeeeeeeeeee s - 7,624
Effect of changes in foreign eXchange rates........cccoecveeeicieeecciie e, 2 50
ClOSING DAIANCE ....victeeteete ettt ettt et ettt e et e e b e etsaeeaeeebeenreerseeaeenseenns S (131) S (133)

6 Inventories
December 31,

2019 2018

Crude Ol @Nd AIUENT ...ttt e et e e s et e e e s et et e seaneesseneeesseraeeeenans S 78,291 S 23,412
10y o] 1T PSSR 30,065 17,450
N L0 =Y I == T 1o LU Lo L3RS 13,114 30,599
Wellsite fluids and diStillate........eeveeiiieieieiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeee e 15,698 14,168
S 137,168 S 85,629

The cost of the inventory sold included in cost of sales was $6,831 million and $5,656 million for the year ended December 31, 2019
and 2018, respectively.
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7 Netinvestment 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,

2019 2018
Total minimum lease payments receivable S 590,990 S 595,672
Residual value............ 68,464 57,073
Unearned income (470,904) (497,383)
188,550 155,362
(TS ol UL =T o | o T  f (o] VPRt 7,476 1,156
Net investment in finance lease: non-current Portion ..........ccceeeeeecciiiieee e e S 181,074 S 154,206
The minimum lease receivables are expected to be as follows:
2020 .ttt e e et ee et ee———— et e e e aaa—————eeeeaaa—————aeeeaia—b———aeeeaaa b a—ataeeaaaabbaataeeeaaaabaaateeeaaaaare nebrraaeeeeeiatrrraeeeas 45,423
D10 OO PP PTRRR 45,659
10y SO 44,022
L0 7 TSR 34,992
L0 PPN 33,035
2025 AN LAEOT ettt et e et e et e e et e e e e e e e e ete e e e ——eeaa——e teeeatateeaaa_eeeaa——eeaaatesaa—aesaateeeaaaratesaaaaeeaaaeaan S 387,859

8 Assets and liabilities held for sale, discontinued operations and disposals

On July 2, 2019 the Company completed the sale of the Truck Transportation Canada disposal group (“TT Canada”) to Trimac
Transportation (“Trimac”) for gross proceeds of $69.5 million, with the potential for additional proceeds depending on the
performance of the business over the next five years. Accordingly, the Company derecognized the TT Canada business effective July
2, 2019. As part of the sale, the Company also entered into an agreement with an entity affiliated with Trimac for the sale of the
Edmonton field office and shop facilities (“Edmonton assets”) for approximately $30.0 million subject to the satisfaction of certain
closing conditions. The Company expects the Edmonton assets sale to close by the end of the second quarter of 2020 subject to

satisfaction of certain conditions, with Trimac utilizing the properties under a lease arrangement in the interim period.

The sale of the TT Canada disposal group resulted in the recognition of a gain as follows:

SAlE PIICE c.veiteete ettt ettt ettt e et et e et e e be et e e ete e be et e etaesbeeabeebeeaeeebeeabeete e beenbeeaaeeteereennes S 69,000
Working capital adjustments 484
Total consideration .......ccceeeeeveieinnne. 69,484
Cash and cash qUIVAIENTS ... e e e et e e e e e eana 63
Trade and Other reCeIVaDIES ......coooveeeeieieeeeeeecccecc e 34,385
Inventories, prepaid and Other @SSEtS ........iiiiiciiiiiiiie e eesee e e e e einaees 1,551
Property, plant and equipment (NOTE 9) ......ueeeiiiiie e e e 50,908
Right-0f-Use aSSet (NOTE 10) ....uiiiiiiieiciiieeciee ettt e s et e e ee s e e e rtre e e e snee e e eensaeeenreeean 8,906
Trade payables, accrued charges and other liabilities........cccccoveviveieeeecei e, (16,126)
INCOME taXES PAYADIE . ..ottt (588)
Lease [iabilities (NOTE 15) ..oiiuuiie et ettt e et e tae e e et e e eerae e eeaneaeas (7,904)
Deferred income tax liability (8,835)
Net assets disposed 62,360
Costs to Sell ..uuvuvieriiirieirireeieeeeeeeeeieees 6,262
AFLEr-taX GaIN ON SAIE ....viiveecieciececeeee ettt et s e et ettt e et e s te e teebeeebeebeeareens S 862
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During the first quarter of 2019, the Company sold its non-core Environmental Services North (“ESN”) business for gross proceeds of
$51.8 million and incurred transaction costs of $3.3 million, which resulted in the recognition of a pre-tax gain of $2.7 million included
in other operating income within the continuing operations. Major net assets disposed consists of property, plant and equipment of
$66.0 million, right-of-use assets of $1.0 million, finance lease liabilities of $0.8 million and decommissioning provisions of $21.1
million. The ESN business provided environmental services from a network of midstream infrastructure assets located throughout
Western Canada, which were included within the Company’s Infrastructure reportable segment.

As at December 31, 2019, the Edmonton assets and U.S. Truck Transportation (“TT U.S.”) disposal assets continue to be presented
within assets and liabilities held for sale primarily consisting of property, plant and equipment of $45.4 million and related asset
retirement obligations of $3.9 million. During the fourth quarter of 2019 certain assets and decommissioning liabilities relating to
injection stations and the remaining TT U.S. business met the criteria as held for sale as there is a high probability of the sale of the
business, and is available for immediate sale in its present condition. Accordingly, the assets were measured at the lower of the
carrying amount and the FVLCD of which was determined through a market based model which is considered a level 3 valuation.
These assets did not represent a major line of business or geographical operations, therefore the results for the period up to the sale
have been included within continuing operations. Additionally, management performed an impairment test with respect to the
additional assets held for sale and as a result, a property, plant and equipment impairment of $15.3 million within the TT U.S. and
injection Stations business was recorded.

Discontinued Operations

The following tables set forth the operating results from discontinued operations comprising of TT Canada and U.S Environmental
Services businesses:

Year ended
December 31,

2019 20181
Revenue — External and inter-segmental S 98,815 S 310,689
Revenue — INter-segmMental .........ocueeeeiiii e e (7,388) (26,765)
Y] U Tl o A (=1 1 1= 1 PP 91,427 283,924
(000 1] o] Y= 1 [=T TN 83,415 299,116
(G T o] o) i L Lo T ISR 8,012 (15,192)
Impairment of goodwill (note 13) ........ - 19,988
Finance cost and other income, net 187 383
Income (loss) before income taxes ...... 7,825 (35,563)
Income tax provision —current ......ccccceeeevenenenn.n. 853 3,410
Income tax provision (recovery) — deferred 1,272 (13,374)
Net income (loss) from discontinued operations, after tax........cccccceeeeeeciieeeeneennn. S 5,700 S (25,599)
AFter-tax gain 0N SAIE ....eeeiiiie e e 862 95,522
Gain from discontinued operations, after taX.........cccevveeeeeeecreeeeene e S 6,562 S 69,923

1. TT Canada business was sold effective July 2, 2019.
2. U.S Environmental Services business was sold effective May 3, 2018.

Wholesale Propane business

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.
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9 Property, plant and equipment

Cost:
AtJanuary 1, 2019.....cccevvvvvveeeeens
Additions ......ccoviiieiiieeee,
Disposals......ccceeecverercieeecciee e
Reclassifications........ccccceevvveennns
Change in decommissioning
provision (note 18).................
Effect of movements in
exchange rates .......cccceccuvvneennn.
Transferred to held for sale and
disposals (note 8) ........ccuu.e...
At December 31, 2019................

Accumulated depreciation and
impairment:
AtJanuary 1, 2019.......cceveveveeenens
Depreciation and impairment ....
Disposals......ccccvvieeeeeiiciiiieeeeeen,
Effect of movements in
exchange rates ......ccccecuvveeen..
Transferred to held for sale and
disposals (note 8) ......cceeeuueee.
At December 31, 2019................

Carrying amounts:
AtJanuary 1, 2019.......cceveveeeeenens
At December 31, 2019................

Gibson Energy Inc.

Plant,

Land & Pipelines and Rolling Equipment & Work in
Buildings Connections Tanks Stock Disposal wells Progress Total
S 91,397 S 299,229 S 607,012 S 64,769 S 668,158 $256,906 $1,987,471
13,103 42,309 57,683 2,076 71,587 62,910 249,668
(22) - (990) (12,594) (7,059) - (20,665)
21,322 66,351 49,878 - 70,713 (208,264) -
- 6,775 19,927 - (3,128) - 23,574
(15) (1,016) (335) (3,102) (1,597) (1,209) (7,274)
(371) (58) (5,515) (47,821) (18,914) - (72,679)
S 125,414 $413,590 S 727,660 S 3,328 S 779,760 $110,343 $2,160,095
S 19,079 S 90,441 S$130,601 S 44,332 S 278,807 S - S 563,260
4,265 15,684 26,549 14,223 61,010 - 121,731
(22) - (359) (12,105) (6,660) - (19,146)
(7) - (160) (2,168) (1,007) - (3,342)
(392) - (2,125) (42,206) (16,447) - (61,170)
S 22,923 S 106,125 $ 154,506 S 2,076 S 315,703 S - S 601,333
S 72,318 S 208,788 $476,411 § 20,437 S 389,351 $§ 256,906 S 1,424,211
S 102,491 S 307,465 $573,154 $ 1,252 S 464,057 S 110,343 S 1,558,762
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Plant,
Land & Pipelines and Rolling Equipment & Work in
Buildings Connections Tanks Stock Disposal wells Progress Total

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

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

provision (note 18)................. - 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 .......cccecuvneeeen.. 1,067 1,058 1,124 11,493 9,406 17 24,165
Transferred to held for sale and

disposals (note 8) ......cceeeuueeen. (102,998) (7,868) (41,104) (293,869) (318,416) (4,565) (768,820)
At December 31, 2018................ S 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............c......... S 37,865 S 82,192 $121,173 S 286,181 S 444,618 S - $ 972,029
Depreciation .......cccececveeeeciveeeenns 5,494 10,485 23,083 16,186 53,640 - 108,888
Impairment......cccccveeeeeeeeeeeeeeennnns 9,261 2,000 8,082 31,707 25,115 - 76,165
Disposals.......ccceeeueieiiiieeeiieeeens (1,702) (2) (1,290) (59,976) (33,358) - (96,327)
Effect of movements in

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

disposals (note 8) .....cccceeuueeeen. (32,040) (4,239) (20,933)  (238,320) (217,857) - (513,389)
At December 31, 2018................ S 19,079 S 90,441 $130,601 S 44,332 S 278,807 S - $ 563,260
Carrying amounts:
At January 1,2018............c........ $151,225 S 143,487 $520,964 S 125,513 S 492,760 S 185,739 S 1,619,688
At December 31, 2018................ S 72,318 S 208,788 $476,411 S 20,437 S 389,351 S 256,906 S 1,424,211

Additions to property, plant and equipment include capitalization of interest of $4.6 million and $8.4 million for the year ended
December 31, 2019 and 2018, 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 were included within the Logistics and Infrastructure reportable segments (note 8). 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.

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

Buildings Rail cars Surface leases Other Total

Cost:

At January 1, 2019.....cccccveeviieiienieenns $ 53,558 S 80,886 S 1,924 S 4,335 S 140,703

Additions and adjustments ................. 1,425 63,538 80 6,970 72,013

DisPOSals.....ccccvereriiieeeiee e (161) - (92) - (253)

Reclassed to net investment in finance

leases (NOte 7) ..ecceceeeeeeiieeeieee e - (34,175) - - (34,175)

Effects of movements in exchange

FALES weeeeeeriie ettt (203) - (10) (430) (643)

Transferred to held for sale and

disposals (Note 8) ...cceveeeevveeeeeiree e, (66) - (309) (497) (872)

At December 31, 2019......cccccvevvernenne S 54,553 S 110,249 S 1,593 S 10,378 S 176,773

Accumulated depreciation:

AtJanuary 1, 2019....ccccccveeviieiienieenns S 7,623 S 31,949 S 348 S 1,603 S 41,523

Depreciation.......ccoeeeeeeieiieeieccccccccn, 7,608 28,859 109 3,756 40,332

DiSPOSalS.....ccccueiiiiiiieeieeeeciee e, (156) - (7) - (163)

Effects of movements in exchange

FALES wvveeeerieeceree e e (66) - (5) (127) (198)

Transferred to held for sale and

disposals (Note 8) ....cccveeeeevireeeiieeennee, - - (206) - (206)

At December 31, 2019......ccccvvevveenenne $ 15,009 S 60,808 S 239 $ 5,232 S 81,288

Carrying amounts:

AtJanuary 1, 2019.....ccccvvveeviieiiieeieenns S 45,935 S 48,937 S 1,576 S 2,732 S 99,180

At December 31, 2019........ccccveereeenne S 39,544 S 49,441 S 1,354 S 5,146 S 95,485
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Buildings Rail cars Surface leases Other Total
Cost:
AtJanuary 1, 2018.....cccceceevvuvieiiienieenne S 57,706 S 87,458 S 19,522 S 5,862 S 170,548
Additions and adjustments ................. 4,232 12,529 619 2,126 19,506
DispOsals.....ccccveeiviieeeeiee e (224) - (683) - (907)
Effects of movements in exchange
FALES veeeeeeeeeiceee et e e e e 588 - 493 269 1,350
Transferred to held for sale and
disposals (Note 8) ....ccveeeeerireeeiieeenee. (8,744) (19,101) (18,027) (3,922) (49,794)
At December 31, 2018.......cccceevveenennne S 53,558 S 80,886 S 1,924 S 4,335 S 140,703
Accumulated depreciation:
At January 1, 2018....cccccvvveieereennnen, S - S - S - S - S -
Depreciation ......cceveeeveenieeniesnieeeieennn 8,705 32,858 805 1,679 44,047
DisPOsals.....ccccveeiicriieeeiie e (81) - (32) - (113)
Effects of movements in exchange
FATES ceeeieee e 50 - 11 50 111
Transferred to held for sale and
disposals (Note 8) ....ceveeeeeviieeeiieeenee. (1,051) (909) (436) (126) (2,522)
At December 31, 2018......ccccceevvevnenne S 7,623 S 31,949 S 348 S 1,603 S 41,523
Carrying amounts:
AtJanuary 1, 2018.......ccocevveieiiienneenns S 57,706 S 87,458 S 19,522 S 5,862 S 170,548
At December 31, 2018.......cccceevveenenne S 45,935 S 48,937 S 1,576 S 2,732 S 99,180

11 Long-term prepaid and other assets
December 31,

2019 2018

LONG-TEIM PrEPAIT ..cuveivieeeierieetecteeteeteeeeteete st e st eeteeaeeteeeteeebeeseesseeteebeesseesseetsenteeseearesseens S 131 S 348
Risk management assets (NOtE 29) ......cccciieeeciiie e eriee et e eee e st e e e eere e e erae e e e staeeeennes 15 -
Defined benefit pension Plan @SSEtS.......cuiiii i e 737 530
(0] 1 0 [T 1Y =] OSSPSR 51 89
U.S. AX FECEIVADIE ..uuveiiiiiiiiiiiiiiititt bbb b e baba b s bebsbsasssabsssssssssssssrssssssenernns 1,823 3,836
S 2,757 S 4,803
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12 Intangible assets

Cost:
At January 1, 2019 ................
Additions.......cccceeeeeeicinineen.n.
Disposals .....cccoeeeiiieiieeieeinnns
Effect of movements in
exchange rates..........cceeeue
Transferred to held for sale
and disposals (note 8).........
At December 31, 2019..........

Accumulated amortization
and impairment:
AtJanuary 1, 2019 ................
Amortization ......cccevveeeeeeeennnns
Disposals......ccceevcvveeeeciierennnns
Effect of movements in
exchange rates..........cceeuee
Transferred to held for sale
and disposals (note 8).........
At December 31, 2019..........

Carrying amounts:
AtJanuary 1, 2019...............
At December 31, 2019..........

Cost:
AtJanuary 1, 2018 ................
Additions.......cccceeeeeeiiininenn.n.
Disposals .....cccoeeciiiiieeiieeinnns
Acquisitions through
business combinations........
Effect of movements in
exchange rates..........coeeuee
Transferred to held for sale
and disposals (note 8).........
At December 31, 2018...........

Gibson Energy Inc.

Long-term Technology,

Customer customer Non-compete Software, and
Brands relationships contracts agreements License Total
S 34,837 S 99,431 S 63,625 S 20,398 S 74,642 $292,933
- - - - 5,497 5,497
(12,125) (40,125) - (12,361) (7,988) (72,599)
- (1,001) (2,943) (365) (134) (4,443)
(12) (5,860) (35,237) (5,442) (654) (47,205)
S 22,700 S 52,445 S§ 25,445 S 2,230 S 71,363 S 174,183
S 34,825 S 98,206 S 43,674 S 20,398 S 53,834 S 250,937
- 1,225 1,987 - 9,624 12,836
(12,125) (40,125) - (12,361) (7,988) (72,599)
- (1,001) (2,990) (365) (94) (3,450)
- (5,860) (35,237) (5,442) (599) (47,138)
S 22,700 S 52,445 § 8,434 S 2,230 S 54,777 S 140,586
S 12 S 1,225 $§ 19,951 $ - S 20,808 S 41,996
S - S - $ 17,011 S - S 16,586 S 33,597

Long-term

Customer customer  Non-compete Technology
Brands relationships contracts agreements  and Software Total
S 45,512 $252,879 S 39,971 S 24,598 S 83,833 S 446,793
- - - - 3,271 3,271
- - - - (134) (134)
- - 19,594 - - 19,594
376 6,104 4,060 124 593 11,257
(11,051) (159,552) - (4,324) (12,921) (187,848)
S 34,837 S 99,431 S 63,625 S 20,398 S 74,642 $292,933
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13

Accumulated amortization
and impairment:

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

exchange rates........cco....... 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 $ 98,206 S 43,674 $ 20,398 S 53,834 $ 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
Goodwill

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

Year ended

December 31,

2019 2018
(O] T YT T=8l =1 =T Lel =IO S 362,348 S 381,965
Acquisitions through business combinNatioNs ..........cccuiiiiiiiiiiiiiiii e e - 32,656
g aT o F= 1 44 V=T o) SRS - (20,479)
Transfers to assets held for sale (NOtE 8).....ccccviiiieciii i - (33,342)
Effect of changes in foreign eXchange rates .........ooccveiiiiie e e (1,701) 1,548
ClOSING DAIANCE ..ttt ettt saeert et e st et et et e eneesteseeeseestesresreas S 360,647 S 362,348

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,

2019 2018

T IMINAIS ettt ettt et e e e et e e et ee e et e e e e e et e s eaaeeeseaneeeeeaaeteeeeeaaeeesaaeeeeateeeeaarreenaaaaaas S 195,662 S 195,662
0BT o T=] [T YT PR UPPRN 32,413 34,114
1Y T Yo YT - 1V A = T 11 4SS 89,017 89,017
(07 1o F= Lo 1= T Y =T =] AT V-SSR 43,555 43,555
S 360,647 S 362,348

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, 2019, $325.6 million, net of impairment, relates to

goodwill recognized on the acquisition of the Company on December 12, 2008.

On November 30, 2019, the Company carried out its annual impairment test with respect to goodwill. For all operating segments the

recoverable amount was greater than the carrying value, including goodwill.

Key assumptions used in 2019 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
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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. In calculating fair value for
each operating segment, other than U.S. Pipelines, the Company used an implied forward multiples that ranged from 8 to 14. Cash
flows were projected based on past experience, actual operating results and the 2020 budget.

The recoverable amount of the U.S Pipelines segment was determined by discounting the forecasted future cash flows generated
from continued use of the operating segments due to absence of historical periodic results. 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 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. Pipelines
Pre- tax discount rate ......cccceeeeceeeiiiieeee e 10.3%
Terminal value growth rate........ccccoveeeiiiiiciiiiieeec e 1.0%

(i) Cash flows were projected based on past experience, actual operating results and the five-year business plan.

(i)  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 each operating segment was categorized as Level 3 fair value based on the unobservable inputs.
14 Loans and Borrowings

The Company had $60.0 million and $150.0 million drawn on its unsecured revolving credit facility (“Revolving Credit Facility”) as of
December 31, 2019 and December 31, 2018, respectively, and had issued letters of credit totaling $36.9 million and $70.9 million
under its bilateral demand letter of credit facilities as at December 31, 2019 and December 31, 2018, respectively.

On April 3, 2019, the Company amended certain terms of its Revolving Credit Facility including extending the maturity date from
March 2023 to March 2024. Additionally, with the Company achieving two investment grade ratings effective July 29, 2019, further
amendments to the Revolving Credit Facility took effect, including but not limited to, the replacement of the maximum senior and
total debt leverage ratios with a total debt to capitalization ratio up to 65% and the removal of certain covenants including certain
non-financial covenants and customary events of default clauses related to the 5.25% Notes due July 15, 2024 (“2024 Notes”). The
amended Revolving Credit Facility also moved to a ratings based pricing grid from a leverage based pricing grid which could result in
reduced borrowing rates to the Company.

On September 17, 2019, the Company issued $500 million Senior Unsecured Medium Term Notes (“2029 Notes”). The 2029 Notes
have a fixed coupon rate of 3.6% per annum, payable, semi-annually, on March 17 and September 17 and mature of September 17,
2029. The Indentures governing the terms of the 2029 Notes, including the supplemental indenture thereto, contain certain
redemption options whereby the Company can redeem all or part of the 2029 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 2029 Notes have the right
to require the Company to redeem the 2029 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.

On October 17, 2019 the Company redeemed all of the 5.375% Notes due July 15, 2022 (“2022 Notes”) at a redemption price of

$1,013.44 per $1,000 principal amount plus accrued and unpaid interest of $13.74 per $1,000 principal amount. During the year ended
December 31, 2019 the Company incurred debt extinguishment costs related to the repayment of 2022 Notes of $6.1 million.
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December December

31, 2019 31,2018
Revolving Credit Facility, due March 31, 2024 S 60,000 S 150,000
2022 NOTES ..vveeeeiieeeeeieeecteeeeetee e eecate e e eeareeeesareeeeans - 300,000
2024 NOTES ..vvieeeuieeeeeieee e ettt e e eeteeeeeeteeeestbeeeeeteeeeebeeaseetseeeaasseeesasssaeantseeeaaassaeeeasseaaeasbeeananes 600,000 600,000
2029 NOTES ..vviieeuieieeetiee e ettt e e eet e e eeteeeeetbeeeeeteeeeebeeesaetseeeaasseeesassaaeansseeeaaassseeeasseaaeasteeananes 500,000 -
Unamortized issue discount and debt iSSue COSES.........oieviiiiiiiiiieeciiee e (11,293) (10,422)
o] =1 e 1= o U UUR PSPPIt S 1,148,707 S 1,039,578

The Company is required to meet certain specific and customary affirmative and negative financial covenants under its Revolving
Credit Facility and 2029 Notes, including the maintenance of certain financial ratios as noted above. As of December 31, 2019 and

December 31, 2018, the Company was in compliance with all of its covenants.

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 components of finance costs are as follows:

December 31,

2019 2018
[NEEIEST EXPENSE .vveuveeereiteeiteeteereeeteereeteeeteeeteereeteeete e beeasesteeabeensesessestseteenseeasesssesteenteensesanesees S 73,615 S 78,049
(07 o T = [ TF2=To I TN =T Y] SN (4,646) (8,375)
Interest expense, fiNance [€ase (NOE 15) .....vviiccieiiiciee e cee et e e e e e 5,272 5,907
INEEIEST INMCOMIE . ..ottt e ettt e ettt e e ettt e e e e tae e e eeaaeeeeeabeeeesbeeesessaeeesbeeeeesseeesnseeas (1,758) (1,492)
Foreign exchange loss on long-term debt - 4,403
Debt exXtingUISHMENT COSTS ..uiiiiiiiiiiiiiie et e e e s et e e e e e e e aaaaeeeeas 6,057 -
TOtal fiINANCE COSTE, NEL c.vivictiiceicieieeecteeete ettt s r e st b et st e e be st eseebesse b eseebennens S 78,540 S 78,492
15 Lease Liabilities
Year ended Year ended
December 31, December 31,
2019 2018
(0T TY a1 TaT= 4 T=1 =T Vo YOO S 109,071 S 172,834
1Yo 1o 14T o TR SRR 72,013 19,506
DISPOSAIS . cuveiiuveeeueeeitre ettt ettt eete e eteeetee e etbe e te e e eteeebe e e eaeeetaeeataeebeseabeeeabeeaaaaeetaeeateeenbeeereenares (380) (834)
N L g Ty d oD 01T 1 PP UPPRRNt 5,272 5,907
Interest expense from discontinued 0pPerations..........cccvccuveeeciieeecieiee s - 616
LEASE PAYMENTS co.eveeeeeeeeeeeeeeeeeeeseseeeseeeeseeeeeeesseseeseeeeseeseseseeeeeeneseestesnasaeseseeeeesseseenasaeneneens (49,479) (52,848)
Effect of movements in @XChange rates.......cccueeceieiieeiee et (4,286) 8,309
Transferred to held for sale and disposals (NOTE 8)......c.eeecveeereieieecireeeieeecreeeeee e (403) (44,419)
gL LT aT=dl oF- | = o ol TP PPNt 131,808 109,071
LESS: CUITENT POITION .vviiveeiveeitieieeeee et eeteeeteeeteeeteetessaesaeesteenteesbeesseeseseaeesseeteenbeensesseseneesanes 36,308 36,200
Ending balance — non-current portion S 95,500 S 72,871

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
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at the present value of the remaining lease payments from commitments disclosed as at December 31, 2019 at a weighted average
borrowing rate of 4.4%.

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. The Company charged $3.6 million to cost of sales and general and administrative expenses in the
consolidated statements of operations.

16 Convertible debentures

17

Liability Equity

Component Component

Balance as at JANUArY 1, 2018 .....c.ociiuiiuiieiieieeeeieieete ettt ettt sttt et se et eseeseeens S 89,919 S 7,023
ACCretion OF ISSUB COSES ....uuuiiiiiiii ittt et e e et e e e e e s e arba e e e e e e eeanraesaeeeens 2,547 -
Balance as at December 31, 2018 ..o S 92,466 S 7,023
ACCIEtioN Of ISSUB COSTS..eiuuriiiiiiiieiiiieeesiree e erteeesteeeette e e staeeessasbeeeessseeesessaeeesnseeesaseeeeennnns 2,773 -
[RU=Te 1=T 02T 014 Lo o [T (110) -
Balance as at December 31, 2019 S 95,129 S 7,023

At December 31, 2019, the Company has an aggregate of $99.9 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
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,

2019 2018

TrAAE PAYADIES....eiveeieciectee ettt ettt ettt ettt et et e e e st be e b e b e eae e te e beereearenteeren S 369,256 S 246,799
Accrued COmMPENSAtION ChArZES.....cccuiiiicieeecctee e et e et e e e st e e e eaneeeesnraeeeas 20,979 20,146
Accrued payment OblIZatioN ........oociii i e - 39,156
INAIreCt taXes PAYADIE ..eeeiii e e e e e e e e e e et a e e e e e e arraaeaaaeeaaas 848 1,840
Risk management liabilities (note 29) 2,094 7,715
Defined benefit plan obligations 215 253
Interest payable......... 22,493 24,590
Insurance payable 2,333 6,266
(01 1T PP U PP UPPRTPN 13,849 18,645
S 432,067 S 365,410
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18

19

20

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,

2019 2018
Opening balance S 162,811 S 183,527
R 1T 0 =T o1 RS (5,023) (2,577)
1Yo [o [ To T2 3O PO P PPPPR 28,310 8,038
Change in estimated future cash flOWS ........coccuiiiieiie e e (16,000) -
Acquisitions through business combinations .........ccccooiiiiiiiiii e - 444
Change iN diSCOUNT FAt@.......uuiiiiiie et e e e et e e e e e e e bae b aaeeeeeeseastareeeeaeesnnses 27,167 7,477
UNWINding Of diSCOUNT ....ouiiiiiiieee e e e e e e e e e et e e e e e s e aaraeeeaeeean 3,325 3,916
Transfer to liabilities held for sale (NOTE 8) .....ocecueeiiiiiieeeeee e (3,332) (38,950)
Effect of changes in foreign eXchange rates.......ccccvviiciieeeciie e e (256) 936
Closing balance S 197,002 $ 162,811

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 $298.7 million and
$342.8 million at December 31, 2019 and 2018, 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 1.7% and 2.2% at December 31, 2019 and
2018, 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 $40.8 million, respectively, with a corresponding adjustment to property, plant
and equipment.

Other long-term liabilities

December 31,

2019 2018
Defined benefit plan obligations (note 27) S 1,347 S 967
Risk management liabilities (N0t 29).....ccccveeeceeeivieeeeeeeee e 81 154
Other post-retirement benefits obligations (NOtE 27).......c..oeeeiiiiiiiiieeeiee e 4,741 15,198

S 6,169 $ 16,319

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, 2019 or 2018.
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Common Shares - Issued and outstanding

The following table below sets forth the issued and outstanding common shares for the years ended December 31, 2019 and 2018.
Common Shares

Amount

$ 1,932,103

1,056

21,987

S 1,955,146

1,259
110

17,312

Number of

Common

Shares

Balance as at JAanUAry 1, 2018 ......ccccuieeeiiieeceieee et et e et e e et e e e st e e e eta e e et b e e e enataeeeennaeeenraaaans 143,204,388
Issuance in connection with the exercise of stock Options ........ccccceeeiiiieccii e, 104,897
Issuance in connection with other equity awards . 1,249,505
Reclassification of contributed surplus on issuance of awards under equity incentive plans........ -
Balance as at December 31, 2018.........cuvvvvvvvvvreveverererereeereeeenes 144,558,790
Issuance in connection with the exercise of stock options 60,210
Exercise of debentures CoNVErsion OPLiON .........cciciicciiiiieie e e e e e e e e raae e e e e e 5,078
Issuance in connection with other equity aWards...........coecviv e 1,051,403
Reclassification of contributed surplus on issuance of awards under equity incentive plans........ -
Balance as at DeCemMBDEr 31, 2019, . ... uieieiereueuiuieieiarererererererererereeerererr————rerreerea—————————————————————. 145,675,481

$1,973,827

A dividend of $0.33 per share, declared on November 4, 2019, was paid on January 17, 2020. For the year ended December 31, 2019

the Company declared total dividends of $1.32 per common share.
Income tax

The major components of income tax are as follows:

Year ended
December 31,

2019 2018
CUITENT TAX EXPENSE .oevviiteeteereeteeereeeteeeteeeteeeteereeteesteesteesesaeesseesseensesssesseenseenseessesseensenes S 33,784 S 64,303
Adjustments and true-ups in respect of prior years................... (15,902) (4,125)
Current tax expense — discontinued operations (note 8) 853 3,410
Total current taX ProViSioN .............ooiiiiiiiiiiiii e et e e e sarre e e e e e e 18,735 63,588
Deferred tax eXPENSE (FECOVEIY) ...cuuii i iieee ettt ettt e et e eeteeeeete e e eetaeeeereeeeebaeeenns 2,717 (10,593)
Origination and reversal of temporary differences..........ccccoeveciiieiiiiicciiieeee e, (26) 6,028
Deferred tax expense — discontinued operations (NOte 8)........cccceeeecuieeeecieeccciiee e, 1,272 2,695
Total deferred tax expense (recovery) 3,963 (1,870)
Net income tax expense S 22,698 S 61,718
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The income tax recovery differs from the amounts which would be obtained by applying the Canadian statutory income tax rate to
income before income taxes. These differences result from the following items:

Year ended
December 31,
2019 2018
Income before income taxes, continuing operations .........cccccvveeeeeeeeiiiiinieeeeeeeecereenn. S 196,912 S 136,738
Income before income taxes, discontinued operations .........ccccccveeevcveeeecieeeeecvee e s, 7,825 76,028
INncome before INCOME TAXES .....uvvieciiiie et et e et e e e eaeee e e saraeeeas 204,737 212,766
Statutory iNCOME taX rAte .ooivvieiiiiiee e e e s rer e e e e e eaes 26.58% 26.99%
Computed INCOME TaX EXPENSE....uueeeierereeerreeeireeeesntreeessreeesareeessresessreseesssseeeasssesessssees 54,419 57,426
Changes in income tax expense (recovery) resulting from:
Foreign exchange gain, Other ..o e - (38,834)
Non-taxable portion of the loss (gain) on sale of net assets held for sale (note 8).. (247) 24,996
Share based COMPENSAION ....cceiicriicireeciee ettt e et e e eaeeeareesaaeetee s (1,578) 4,789
GoOodWIill IMPAITMENT ... e e e e e e sare e e e e e e e anraes - 10,388
Remeasurement of timing differences for rate change.........ccccccoveiiiiiiiiiicccnneen. (9,806) -
Cumulative tax recovery related to change in tax treatment of equity benefit
adjustments and true ups in respect of Prior Years........cccoccveeevcvveeecceee s (20,344) 1,904
[ =T P 254 1,049
S 22,698 S 61,718
Effective income tax rate — continuing operations .........cccccvevcceeescieeecccee e 10.5% 40.7%
Effective income tax rate — discontinued operations.......ccccccveecvieeeiciieeevcee e 27.2% 8.0%
Year ended
December 31,
2019 2018
Current tax, from coNtinUING OPEratioNns .......ccuccveeveeieeieeieeere ettt et er e eseeeaees S 17,882 S 60,178
Current tax, from discontinued OpPerations.........ccccceeeercieeeeciee e 853 3,410
S 18,735 S 63,588
Deferred tax, from continUiNg OPErations ........c.eccveereeireeireeieeieente et cee et ere e ere s S 2,691 S (4,565)
Deferred tax, from discontinued Operations.........cccvevcuveeeeciie e e 1,272 2,695
S 3,963 $ (1,870)
Total current and deferred, from continuing operations.........cccceeecveeeeecieeecceeeecieee s S 20,573 S 55,613
Total current and deferred, from discontinued operations........ccccceecviieeeiieciiiiineee e, S 2,125 S 6,105
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 .......cccccevvvvviiiiinnnnnnnnn. S 32,206 S 33,274
Deferred tax asset to be settled within 12 months..........cccccovvviiiiiiiiiieeeeeee 6,663 2,600
S 38,869 S 35,874
Deferred tax liabilities:
Deferred tax liability to be settled after more than 12 months.........cccccocevveveeueenen. S 83,949 S 77,440
Deferred tax liability to be settled within 12 months ...........ccccoieiiiiiiiiiiccee, 460 200
S 84,409 S 77,640
Deferred taX [abilities, ML . ..o e ee ettt ettt e et ereaeeeesaeeeseaeeesaeeesessreeesanns S 45,540 S 41,766

Consolidated Financial Statements 78 Gibson Energy Inc.



Gibson Energy Inc.
Notes to Consolidated Financial Statements

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

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

Year ended
December 31,
2019 2018
OPENING DAIANCE..c.vi ittt et e ste et et eeteeebeeaveeteeete e beearenaeens S 41,766 S 25,602
Effect of changes in foreign eXchange rates.........ocveeciee e e 117 (4,164)
Transfers to assets held for sale (NOtE 8) ...cuvvveieieeeiiiie e - 25,108
Income statement EXPENSE (FECOVETY)......iiceiueieeeeiiee et e ettt e ee e e eete e e eetaeaeaeetaeeeeanes 3,963 (1,870)
Tax relating to components of other comprehensive income ........cccceeeeiieeecieececiee e, (306) (2,910)
(0l Y1 g =4 o T 1 = o 1ol RO S 45,540 S 41,766

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, 2018 ......cceeveeviienieeieeseeeee 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........... 1,751 67 - 2,890 4,708
AtJanuary 1, 2019 ....cccoeeveiriieeieereesre e S 21,973 $ 20,976 S 4,288 $ 18,916 $ 66,153
Credited (charged) to the statement of operations
......................................................................... 15,477 1,456 (3,208) 2,292 16,017
Charged to other comprehensive income.............. - - 306 - 306
Effect of changes in foreign exchange rates........... (532) (29) - 286 (275)
At December 31, 2019.....cccccieeveenieeeeeenee e S 36,918 S 22,403 $ 1,386 S 21,494 S 82,201
Right-of-use
asset,
Property,
Plant and
Deferred tax liabilities Equipment Other Total
AtJanuary 1, 2018 ....c.cueevieiiiiiieeiieeiee st S (126,755) S - $(126,755)
Credited to the statement of operations ........ccccceccvveeeevveeenneen. 7,891 - 7,891
Transfers to assets held for sale (note 8) .....ccceeeeeveeeeceeeenneenn. 11,489 - 11,489
Effect of changes in foreign exchange rates...........ccccccuvveennee.. (543) - (543)
AtJanuary 1, 2009 ..ottt $(107,918) S - $(107,918)
Credited to the statement of operations ........c..cccccveeeenieeennnen. (19,405) (575) (19,980)
Effect of changes in foreign exchange rates.........cccceeecvvevennee. 158 - 158
At December 31, 2019...ccccuiiiiiiieeieeee e S (127,165) S (575) $(127,740)

Income tax losses carry forward

At December 31, 2019 and 2018, the Company had losses available to offset income for tax purposes of $154.2 million and $89.8
million, respectively. Certain losses arising in taxable years beginning after December 31, 2017 may be carried forward indefinitely
with the net operating loss deduction limited to 80% of taxable income which is determined without regard to the deduction. At
December 31, 2019, the Company has $137.8 million of the losses available in the U.S. and $16.4 million available in Canada that
expire as follows:
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DIECEIMDET 31, 203 2. uuuiiieiiieieieiieeeeeeeeteeeesrrrereeeeeeereesesseeseseeeeeessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssesesens
DECEIMIDIEE 31, 2035 uieieieieieiiiieeieietetetetaueeeeeaeeerereeeee—e—e—erereeerasssasasassssssessssssesasesssasassssssssssasssssnsesssssssesesesassrsessarerarnrerrrres
(D Yol=Y ] o =Tl 3 L 0 1 TP RPUPRRRPRPRPRPRTN
(D Yol=Y ] o =Tl 3 L 3 U RPRPRRRRUPRPRPRPRTN
December 31, 2039 aNd DEYONG.......oii e e ee e e e e et e e e ata e e e st e e e e tae e e e taeeaeatreeeanreeearaeeearreeeannnes

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.

22 Revenue

Revenue from contracts with customers recognized at a point in time

Revenue from contracts with customers recognized over time ..................

Total revenue from contracts with customers

Total revenue from lease arrangements ......ccccccvveeeecveeesiieeee e ss s esesere e enas

S 1,950
19,366
61,349
12,782
58,782

S 154,229

Year ended
December 31,

2019

2018

S 7,065,869

$ 6,559,568

129,759 164,221
7,195,628 6,723,789
140,694 122,800

S 7,336,322

S 6,846,589

During the year ended December 31, 2019, the Company recognized $15.5 million of revenues which were included in the contract

liability balance at the beginning of the period.

Year ended December 31, 2019

Infrastructure Marketing Total
Canada
External Service Revenue
Terminals storage and throughput/pipeline
transportation and services........ccccevvieieneciieeiinnenn. S 70,749 S - S 70,749
Rail SErviCes......coiiiiieiiicc 46,144 - 46,144
Other SErViCeS ......ueeruiieiiiiieeiieeee e 5,797 - 5,797
External Product Revenue
Crude and dilUent ......cceeeveveeveeeniice e - S 3,721,603 S 3,721,603
Other NGL oo - 1,439,929 1,439,929
Refined products........ccoccueeeviieiiniiiiiiiieceee e, - 118,313 118,313
Ol e 1,108 - 1,108
Total revenue — Canada ....cccceevveereeeniieenieeneeeseeees S 123,798 S 5,279,845 S 5,403,643
u.S.
External Service Revenue
Hauling and transportation and other services.... S 632 S 6,437 S 7,069
External Product Revenue
Crude and diluent.......ccocceeiiiiiieiniiiceeeeeeeee - 1,336,629 1,336,629
Other NGL.....uevieeieeceeeeeee e - 130,762 130,762
Refined products .........ccceevviiiiniciiiiiieieeeiee e - 317,525 317,525
Total revenue — U.S. ..ot S 632 S 1,791,353 S 1,791,985
Total revenue from contract with customers ............ S 124,430 S 7,071,198 S 7,195,628
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Year ended December 31, 2018

Infrastructure Marketing Total
Canada
External Service Revenue
Terminals storage and throughput/pipeline
transportation and Services........ccccevvieveriiieeiiineenn. S 80,510 S - S 80,510
Rail SEIVICES...coiuiiiiieiiieeeec e 28,105 - 28,105
Other SErViCeS ...c.veeiuiieiiiiieeeiieeee e 17,409 2,899 20,308
External Product Revenue
Crude and diluent .......ccoooieiiiiieiniieee e - 4,616,627 4,616,627
Other NGL ... - 368,006 368,006
Refined products........ccocceeeeviiiiiniieiiiieceee e, - 224,882 224,882
Ol e 6,675 - 6,675
Total revenue — Canada .......ccoveeeeeeniienieenieeeeee S 132,699 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 35,298
External Product Revenue
Crude and diluent.......ccocceeiiiiiiiiniiie e, - 727,750 727,750
Other NGL.....cooviiiii - 392,492 392,492
Refined products .........ccceeevviiiiniiieiiiieiee e - 223,136 223,136
Total revenue — U.S. ...coooiveciiiiiieceeceeeee e S 4,366 S 1,374,310 S 1,378,676
Total revenue from contract with customers ............ S 137,065 S 6,586,724 S 6,723,789
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23 Depreciation, amortization and impairment
Year ended
December 31,

2019 2018
Depreciation and impairment of property, plant and equipment (note 9).......ccccccveeeuveenn. S 121,731 S 143,160
Depreciation of right-of-use asset (note 10) .........ccceeveeeereennnn. 40,527 43,184
Amortization and impairment of intangible assets (note 12) 12,836 10,870

$ 175,094 S 197,214

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,
2019 2018
COST OF SIS ceveeeeeteee ettt ettt e et s et e e st e e e et e s e e aeeeseratesaaareeesaraeesaateesareeesaraeesanaeas S 157,928 S 179,986
General and administrative 17,166 17,228

S 175,094 S 197,214

24 Employee salaries and benefits
Year ended
December 31,

2019 2018
SAlArIES @NT WAEES.....icvieteeeteeteeteete et e ete et e eteeete et e et eeteebeeaseeseeebeebeeasessaeesbeensesaseeseesseenrenes S 79,676 S 98,037
Post-employment (recovery) beNefits. ... iiciie i e (9,104) 4,910
Share based COMPENSATION ...cccviiiieiie e e et e e e rae e s e nte e e sanaeas 21,245 19,124
B 01 F LA To] g I elo 1] £SO UPPPRRIRRRNt 4,530 2,608

$ 96,347 S 124,679

1. Postemployment (recovery) benefits include a credit recognized during 2019 for $11.6 million relating to the amendment of the Company’s retirement benefits
plan. Refer to note 27.

Employee salaries and benefits have been expensed as follows:

Year ended
December 31,
2019 2018
COSTE OF SIS .. eeeieee ettt ettt e e ettt e s et e e s et teesaaetesaaaeesareeesaratesaareeeaareeesanratesannaeas S 60,824 S 86,825
General and administrative 35,523 37,854

S 96,347 S 124,679
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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,
2019 2018
Salaries and short-term employee BENEfits .......ccovevviiviiiiiiieiccrecece e S 5,410 S 6,047
Post-employment DENEFILS . ... 73 311
Share based COMPENSATION .....eiicciiii e e e e e e e strre e e ennaeeesanneaeas 5,971 6,886
Termination costs 1,630 62
S 13,084 S 13,306

Other operating income
Year ended

December 31,

2019 2018

SUDIEASE INCOME ettt et e et e e et e e e eaeeeesaretesaeaeeeeseraeessaraeesaasreessaneeessarreesnanes S 3,935 S 3,670
Gain (loss) on sale of net assets held for sale (NOtE 8) ......ccccveeeiiiieeeciie e 4,990 (4,974)
(0 d o 1T {0133 IR T ole Yo 1 =SSR (2,813) 3,395
$ 6,112 $ 2,091

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,
2019 2018
Weighted average common shares outstanding — BasiC.......ccccooveviiieeeieeiiciiiiiee e, 145,266,245 143,970,969
Dilutive effect of:
Stock options and other awards..................... 2,373,281 2,506,591
Weighted average common shares — Diluted 147,639,526 146,477,560

The dilutive effect of 2.4 million (2018 — 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, 2019 have been included in the determination of
the weighted average number of common shares outstanding for continuing and discontinued operations. The impact of 0.6 million
(2018 — 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.
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27 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, 2017. Based on the actuarial valuations as at December 31, 2019 and 2018, the status

of the defined benefit plans was as follows:

Accrued benefit obligation

Accrued benefit obligation, beginning of year ..................
Current Service COSt.. ...
Past service CoSst ...oovvvviiiiiieieicicce e,
INterest COSt ..o
Benefits Paid.......cocccviiieiiiece e,
Actuarial 10SS (8aiN) ...cccuvveeiiiiiieeciiee e,

Plan assets

Fair value of pension plan assets, beginning of year.........
Interest on plan assets ......ccccevveerveerieenieenieeneeee
Actual contributions.........cceceevieerieeniieenie e

Accrued benefit asset (liability)

Accrued benefit obligation ..........cccceeeeiciiiiieiie e,
Fair value of plan assets ......ccccceeciviieeiee e,

Accrued benefit asset (liability) .......cocoeeeeeiiiiiiiiieeieees

Year ended
December 31,
2019 2018
Pension OPRB Pension OPRB
S 14,667 S 15,198 S 16,317 S 4,758
54 839 62 1,350
- (11,616) - -
539 171 528 235
(674) (287) (655) (445)
1,512 345 (633) 9,300
4 - (952) -
S 16,102 S 4,650 S 14,667 $ 15,198
Year ended
December 31,
2019 2018
Pension OPRB Pension OPRB
S 13,447 S - S 15,404 S -
492 - 484 -
43 287 871 445
(674) (287) (655) (445)
1,232 - (1,068) -
- - (1,589) -
S 14,540 S - S 13,447 S -
Year ended
December 31,
2019 2018
Pension OPRB Pension OPRB
S (16,102) S 4,650 S (14,667) S (15,198)
14,540 - 13,447 -
S (1,562) S 4,650 S (1,220) S (15,198)
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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,
2019 2018
DTy oo 10 | A - 1 =TSP PPPR 3.0% 3.8%
Rate of COMPENSALION INCIEASE ..cccueiiiiiiiee ettt et e e et e s sae e e s sabae e s s bee e e snteaeesneeeean 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 obligations.........cccveeveeeciiiiieeccieece e, S (2,635) S 3,278

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 $2.8 million and $4.2 million for the year ended December 31, 2019 and 2018,
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 2019 and 2018
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, 2019, awards available to grant under the equity incentive plan totalled approximately 10.8 million.
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A summary of stock option activity is as follows:

Weighted-Average
Exercise Price
Number of Shares (in dollars)
Balance at January 1, 2018 .........uieeeiiee e ctee e eee e eee e e e e e e et e e e e e sareeennnns 3,296,715 S 22.89
(€1 =T a1 =T S 126,939 16.70
EXEICISEA . etieieitiee ettt ettt e e et e e e ettt e e e e tbe e e e abeeeeeabeeeeeabeeeeensaeeeessaeaeataeaans (104,897) 10.07
FOITRITRM ...ttt ettt e e et e e e ettt e e e e abe e e eeataeeeeasaeeeeataeaanns (1,035,140) 26.77
Balance at December 31, 2018 ... ..ottt ettt ettt et 2,283,617 S 21.39
(€T = 1oL (=T F O RTRPRPRRPRRNY 515,471 22.70
(T ol L =T RSN (60,210) 20.90
oY 1= =T SRR (723,935) 26.74
Balance at December 31, 2019 ....cccciiieiieeeeiee ettt e e e e nree s 2,014,943 S 19.81
Vested and exercisable at December 31, 2019 ..., 1,137,949 S 19.35
Vested and exercisable at December 31, 2018 .......ccccceeeeiieeevciieee e 1,520,569 S 23.40
Additional information regarding stock options outstanding as of December 31, 2019 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)
114,002 3.2 S 16.70 114,002 3.2 S 16.70
1,056,387 2.5 17.09 713,530 2.5 17.09
100,028 4.2 19.97 71,362 4.2 19.97
518,148 4.2 22.71 12,677 2.5 23.13
13,158 0.5 24.44 13,158 0.5 24.44
106,422 1.4 25.57 106,422 1.4 25.67
60,087 1.5 27.87 60,087 1.5 27.87
46,711 1.4 31.68 46,711 1.4 31.68
2,014,943 2.9 1,137,949 2.5

A summary of RSUs, PSUs and DSUs activity is set forth below:
Number of Shares

RSUs PSUs DSUs

Balance atJanuary 1, 2018.........cooviiieeeiiee et 937,301 1,030,835 505,692
(€1 =T a1 Yo P 692,210 617,802 237,895
Issued for common Shares .........cccceeeeiiiececiiee e (641,811) (381,536) (226,148)
FOIfRITRA .. uiiieeiiie et ettt e et e aee e e eareaean (220,145) (519,716) (1,091)
Balance at December 31, 2018.........uuuverururrriirrrrrierrereeeeerereeererererererererereeeeen. 767,555 747,385 516,348
(CT =T a L (=T I PRRTRTRURRRRPIN 401,933 581,741 170,844
Issued for commoNn Shares ........cccccueeeviieeeeccee e (373,174) (448,615) (229,614)
oY 1= =T SRS (178,040) (197,910) -
Balance at December 31, 2019.......uuuuuuueurerireiererrererereeeeereeeeeeereereereeeerrereeeee. 618,274 682,601 457,578
Vested, Balance at December 31, 2019.......cccoeeviiiiiiiiiiiiiiieeeeeeeeeeeeee e - - 457,578
Vested, Balance at December 31, 2018........ccoeeviviiiiiiiiiiiiieieeeeeeeeeeeeeane - - 516,348

Share based compensation expense was $19.2 million and $17.7 million for the years ended December 31, 2019 and 2018,
respectively, and is included in general and administrative expenses.
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The fair value of the options granted was estimated at $2.39 and $1.99 per option for the year ended December 31, 2019 and 2018.
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,

2019 2018

[ oJ=To1 =T Mo 1Y/ To [=T oo I | SR 5.8% 7.9%
EXPECEEA VOIGLHITY ..eveeiiiiiieieiee ettt s e s et e e s ata e e sabeeeeas 25.31% 31.7%
RISK-TrEE INTEIEST FALE ..uiiiii ettt e e e e e e st e e e e e e e e ataaeeeeeeesabaaaeaaaeennns 1.6% 1.9%
Expected life Of OPLiON (YEAIS) ... et et ee et e 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, 2019, the carrying amount of long-term debt was $1,148.7 million less debt discount and issue costs of $11.3 million
and the fair value of long-term debt based on period end trading prices on the secondary market (Level 2) was $1,195.6 million. 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.

The Debentures liability component is recorded at amortized cost using the effective interest method of amortization. As at
December 31, 2019, the total carrying amount of the debentures liability and equity components was $99.9 million less debt
discount and issue costs of $2.6 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 $125.3 million as at December 31, 2019
(December 31, 2018 — $98.1 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,
2019 2018

Trade

Trade and Trade payable Trade and payable and

other and accrued other accrued

receivables charges receivables charges

GrOSS @MOUNTES...eeeeeeeireeeeeeteeeeeeeeeeeeeeeeeeereeesereeesesareessanees S 544,565 S 513,420 S 139,239 S 112,059
Amount offset (405,993) (405,993) (90,573) (90,573)

Net amount included in the consolidated
fINANCIal STAtEMENTS. . veeeeeeeeee et e e e e S 138,572 S 107,427 S 48,666 S 21,486
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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,
2019 2018
Assets Liabilities Assets Liabilities
CoMMOUItY FULUFES .eveiveiieeeiecee ettt st S 1,069 S 700 S 1,937 S 616
CoOMMOAItY SWAPS «evvrieieeeieiiiiee e e e ecciireee e e e e eeerae e e e e e e snrraeeas 1,119 1,212 2,565 2,887
WTI differential futures ........cccceveveeiiiiiiiii 1,042 92 - -
EQUITY SWaPS..euiiiiiiiiiiiiiiieieieieieeereeeeeeeverererererersrereserererereseseeee - - 677 2,915
Foreign currency forwards .........cccoccveeeeiieeeeeicee e ciee e 1,419 171 504 1,451
o] | PR S 4,649 S 2,175 S 5,683 S 7,869
Less non-current portion:

ComMMOMItY SWaAPS ..cuvvieeeiiieeeieieeeteee ettt (15) (81) - -
Equity swaps - - - 154
(15) (81) - 154
CUITENE POMTION...eiviieee ittt ettt et eaeeaeeas S 4,634 S 2,094 S 5,683 S 7,715

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)

(iii)

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, 2019, 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 years ended December 31, 2019 and 2018.
Equity price financial instruments

During the year ended December 31, 2019, the Company settled all of the notional shares of its equity swaps and as a result
recognized a mark to market a gain of $6.5 million. During 2018, the Company had equity swaps of 1.5 million notional amount
common shares at an average price of $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.

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
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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, 2019 was:

Total Level 1 Level 2 Level 3

Assets from financial instrument contracts

CoMMOUItY FULUFES ..eoveeeicii ettt st S 1,069 S 1,069 S - S -

COMMOGILY SWAPS cocuvveeeeiriieciteeeeieeeeire e e erteeeesere e e eneeeesraaeeeas 1,119 - 1,119 -

WTI differential fUtUIreS........uevevereverereirieiiieierereiererereeeeeeeeereeeeee. 1,042 1,042 - -

Foreign currency forwards .......cccccevevcieeeecciee e 1,419 - 1,419

TOAl @SSEES .ecuviitiiiteete ettt ettt ettt et et e ereere e 4,649 S 2,111 S 2,538 -
Liabilities from financial instrument contracts

CoMMOUILY TULUIES ..oooveerecre ettt ettt e S 700 S 700 S - S -

COMMOMItY SWAPS coeiieiiiiiiiee et e e e eeccrrr e e e e e e seiraee e e e e e eeanens 1,212 - 1,212 -

WTI differential futures.......cccceeeeeeciiiieeeiee e 92 92 - -

Foreign currency forwards ........cccceeeeciiiieiiee e, 171 - 171 -

TOtAl HADIITIES +veeeeeeeee ettt e et e eeeaeeeees $2,175 S 792 S 1,383 S -

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
CoMMOUItY FULUFES w..oveeeicii ettt st S 1,937 S 1,937 S - S -
Commodity swaps......ccccecuven. 2,565 - 2,565 -
Equity swaps....ccccceevvviviniinnnnnnn. 677 677 - -
Foreign currency forwards 504 - 504 -
TOtAl @SOS cviieieeeeieeeeeee e et et et e e e eeiteeese e e seereesaereeessareeesans S 5,683 S 2,614 S 3,069 S -
Liabilities from financial instrument contracts
CoMMOUItY FULUFES .ooveeeieii ettt S 616 S 561 S 55 S -
Commodity swaps......ccccuuueeee. 2,887 - 2,887 -
Equity sSwWaps....ccccceveiiiininnnnn.n. 2,915 2,915 - -
Foreign currency forwards 1,451 - 1,451 -
Total abilities ..eceeceee e S 7,869 S 3,476 S 4,393 S -
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The impact of the movement in the fair value of financial instruments has been recognized in the consolidated statements of
operations as follows:

Year ended
December 31,
2019 2018
COST OF SAIES GAIN ...vvetieieciie ettt ettt ettt ettt et e bt e ebe et e eabeeas et b e erseetseteenbeeaseessenteenrens S 2,661 S 1,197
Share based compensation AN ........coocciiiiii e e 6,496 923
S 9,157 S 2,120

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,

2019 2018

U.S. Dollar Forwards
FaVOrable 5% CRANGE.......ueccueeiieeeee ettt et ettt e et e e ve e eaveeetee e eaeeebeseetee s enteeenseeebeeenreesares S 2,720 S 1,928
Unfavorable 5% change (2,720) (1,928)

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, 2019, the Company has insignificant exposure to changes to market interest rates that relate to the $60.0 million (2018
—$150.0 million) drawn on the Company’s Revolving 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 commodities, 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,

2019 2018

Crude oil and NGL related prices
Favorable 15% Change.......coueiivieeieecie ettt ete e et etve e eareeeteeestaeeesareesseeentesenteeeresens S 9,933 S 7,275
UNTavorable 15% Change......cooiuiiiiiiieeiieee ettt st e s st e e st ee e e sbte e e sbbeeesnateeesans (9,933) (7,275)

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, 2019, approximately 3% of net trade receivables were 30 days past the due date but not considered impaired
(December 31, 2018 — 7%). 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) 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. As at December 31, 2019, the Company had a Revolving Credit Facility of $560.0 million and three bilateral
demand letter of credit facilities totaling $150.0 million. At December 31, 2019, $60.0 million was drawn against the Revolving Credit
Facility and the Company had outstanding issued letters of credit of $36.9 million.
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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.

Set out below is a maturity analyses of certain of the Company’s financial contractual obligations as at December 31, 2019. The
maturity dates are the contractual maturities of the obligations and the amounts are the contractual undiscounted cash flows.

On demand or Between one  Between three

within one and three and five After
year years years five years Total

Trade payables and accrued charges (excluding

derivative financial instruments and accrued

(101 =T =T o U S 407,480 S - S - S - S 407,480
Dividend payable ..., 48,073 - - - 48,073
Long-term debt........coooiiiiiiiiiice e, - - 600,000 500,000 1,100,000
Credit facilities ....ovveeeieeeeeeee e, - - 60,000 - 60,000
Debentures (debt and equity component)............... - 99,890 - - 99,890
Interest on long-term debt and Debentures ............ 54,750 101,829 85,875 85,500 327,954
Financial instrument liabilitieS.......cccccvvvvvvveieieieienennn. 2,094 81 - - 2,175
Lease liabilities......ccccveeeriieeeeiee e 40,000 55,875 31,117 18,247 145,239

S 552,397 S 257,675 S 776,992 S 603,747 $ 2,190,811

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,
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,

2019 2018
Total financial liability DOrTOWINES ....cc.iiviieiirieeteeece ettt ettt sttt sae e eaeenreens S 1,280,515 S 1,148,649
Debentures (liability comMPOoNent) M) .........ciiuiiiciieeeeeeeeeee ettt ettt 89,655 89,765
Less: cash and cash eqUIVAIENTS.......c.uiii e e (47,231) (95,301)
LN = e 1= oY SN 1,322,939 1,143,113
Total share capital (including Debentures — equity cOmponent) .......cccccccveeeevveeeecieeesceneennn. 1,980,850 1,962,169
Total capital S 3,303,789 S 3,105,282

(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
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30

31

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:

2020 ..ttt e e et eeet e eaeeetee et are e bt e e bt ea—teataeeaaaeaataeeebeeabeeaaateatbeeateeeateeeabeeeabeeeabeesbeeaseeenteeenreeaan S 59,022
L0 A PO PPRPPPR 52,445
2022 et e e et—e e eae et e e et —eea—eea—e e ettt eatbeea—eaataeeebeeibeeetteatbeeatteeataeeabeeeateenabeeibeeaaeeenteeenreeean 42,360
2023 et e e e e ettt e eaeeetee et atee—eeabeeea—teataeeateaateeeebeeibeeaaeteatbeeatteetaeeabeeeateenbeeibeeeteeenteeereeean 33,048
2024 ..ot e e et et e etee e et —eea—eea—eea—teataeeateaataeeebeeabeeatteatbeeataeeteeeabeeeateeaateesbeenaeeeateeenreeean 20,169
2025 AN LAEO i 21,697

S 228,741

With respect to capital expenditures, at December 31, 2019, the Company had an estimated amount of $325 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
remediation costs can change significantly based on such factors such as operating experience and changes in legislation and
regulations.

Subsequent Events

On February 24, 2020, the Company announced that the Board declared a quarterly dividend of $0.34 per common share for the first
guarter on its outstanding common shares. The common share dividend is payable on April 17, 2020 to shareholders of record at the
close of business on March 31, 2020.

On February 14, 2020, the Company amended its Revolving Credit Facility to increase the capacity from $560.0 million to $750.0
million, and amongst other things extended the maturity date from March 2024 to February 2025.
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32 Supplemental cash flow information

Year ended
December 31,
2019 2018
Cash flow from operating activities
Net income (loss) from continuUing OPErations .......cceccceeeiviieeeeciie e S 176,339 S 81,125
Adjustments for non-cash items:
[ETF ] g Lol oo 1Y Sy o =] O SO UPPPRR 78,540 78,492
INCOME TAX EXPENSE 1t e e e e e e e e e s e s s e e e e e e e s e s e s e e e s e eeeeaan 20,573 55,613
Depreciation and impairment of property, plant and equipment.........ccccoviieeiiiiicinnnns 121,731 143,160
Depreciation of right-0f-USE @SSet........uuiiiiiiiciiiiiiee e e aaeees 40,527 43,184
Amortization and impairment of intangible assets........cccccoveeiiiiiii e, 12,836 10,870
Impairment of GOOAWIll...........ooiiiiiieeee e e e e e e e ree s - 20,479
Share based COMPENSATION ......uiii ittt e e ree e e srae e e e rreeeeaes 14,562 19,124
Share of profit of investments in equity accounted investees..........cccceeevvevercveeesccneeenn. 552 -
(Gain) loss on sale of property, plant and equUIPMENt .......c.ccovcveeeeiiii e (3,035) 1,700
[ o)V A 1 Te T 1ROt 16,747 -
(01 =1 PP UPR SRR (19,411) 10,238
Net gain on fair value movement of financial instruments..........cccccoeeeeeeeviieecccceee e, (2,661) (1,197)
0] o1 o] =1 o) - Vo F U L] d 4 1Yo X €SN 280,961 381,663
Changes in items of working capital:
Trade and other receivables ... e (153,939) 134,586
INVENTOIIES ..eeviiiiiiie ettt eee et e ettt e ee e e e e ettt eeeeteeeeeeaaeeeebaeeeensaeseessaeesensbeeeeasseeesnsneeas (52,008) 53,101
OtNEI CUMTENT @SSEES evviiiiiiiiiiiiiiiiiieeeeeeeeee ettt ettt e e e e e e e e e e e e e e e e e e e e e e e e eeeeeseseseaaaaeeeesreeeens 3,249 2,726
Trade payables and accrued Charges ........oooooueiioeie e e e 149,847 (148,633)
(o]} 4 = Yot fl [ X1 [ A =S UPURRTRRRRRRNY 50,682 8,442
Subtotal of changes in items of working capital (2,169) 50,222
Income tax (payment) refund, NEt ........cceii i e (92,976) 14,076
Cash provided by operating activities from continuing operations ..........ccccceevevveevcieeesccieeennns S 362,155 S 527,086
Cash provided by operating activities from discontinued operations (note 8)........ccccceecvverneee. 6,465 36,652
Net cash provided by Operating aCtiViti@S.......c..cvveveeirieiieieecree ettt ettt e S 368,620 S 563,738
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