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Executive Summary
Business Description
XXXXXXXXXXXX Solutions Inc. will be the midstream service provider that turns current midstream challenges into
unparalleled success through their proprietary business model. Drawing on extensive knowledge, recognized
expertise, and hands-on involvement in the gas industry, the company’s principals will deploy best-of-class
engineering and project management services, along with fully integrated financial analysis and risk assessment
programs. XXXXXXXXXXXX Solutions (XXXXXXXXXXXX) will build a midstream service that will set the benchmark for
best-of-class midstream services. Through their engineering and project management services the company will


share risk management and increase IRR



meet a minimum ~8% Return on Investments



design, build, and operate processing plants at nearly 53% below competitors’ costs

XXXXXXXXXXXX has identified a strategy that will create opportunities to leverage the higher production volumes
currently being realized in the industry from the prolific reservoirs such as the Montney and Duvernay that are
coming into production. The company will ensure that Canada is positioned to meet the projected gas processing
requirements required when LNG export licences are approved and offshore exports are launched. As a midstream
provider XXXXXXXXXXXX, will eliminate the less-technically focused business management practices that have
become part of midstream operations over the last few decades. A core business practice for XXXXXXXXXXXX will
be using flawless project and engineering management strategies that incorporate operations and financial
assessments into a risk matrix. XXXXXXXXXXXX’s operations and maintenance expertise maximizes runtime and
processing capability, while adapting the latest technology in integrity management to sustain asset value. This
business strategy will be XXXXXXXXXXXX’s competitive advantage in the marketplace
All of XXXXXXXXXXXX’s business operations will be managed on the principle of Creating Shared Value. Based on
the belief that businesses must create economic value in a way that also creates value for society as a whole,
XXXXXXXXXXXX’s shared value model will be based on policies and operating practices that enhance the
competitiveness of a company, while simultaneously advancing the economic and social conditions for all
stakeholders, including the communities and geographic areas in which it operates.

Ownership and Management
XXXXXXXXXXXX executives have demonstrated industry success. Collectively, this team has managed and
sponsored projects ranging from $100 - $600 Million — while consistently reducing project costs by 20%-30%. On
some projects book values has been increased by $100 Million with BC ultra-marginal rates, and royalty credits
realized through optimization of the BC royalty program.
XXXXXXXXXXXX is owned by XXXXXXXXXXXX P.Eng.; he will be the President and CEO. A Professional Engineer who
has been in the industry for over 20 years, Mr. XXX has proven success in taking a start-up to a position where it is
consistently delivering margins is excess of 30%. Mr. XXX has successfully managed projects in excess of $100
Million due to his strong execution-based project management and project engineering expertise. He provides
executive leadership skills and budgeting and forecasting expertise, along with extensive experience in field
operations, project management, and facility engineering and construction management
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XX.XXX.XXXXXXX, MBA is the Chief Financial Officer. He is an expert in capital and debt markets, financial and
commodity risk management, accounting and tax, and natural gas liquids/commodities /Frac Spread margins. He
has nearly 20 years’ experience in financial management, commercial operations and as a Controller for a
multibillion dollar infrastructure company. He has been CFO for a start-up midstream company that increased to a
market capitalization of over a one-half a billion dollars in just six years. He also compliments his corporate
expertise with direct ‘hands on’ experience in a controller role for onsite construction activities.
Mr. XXX, P.Eng. is the Vice President of Engineering and Business Development. An expert in process engineering,
asset development and project development he has, managed and sponsored projects ranging from $100 Million
to $400 Million. He was a key decision maker, from concept to operations in the
$600 Million Taylor Midstream start-up.
Mr. XXX, P.Eng. is the Vice-President of Operations. With more than 18 years’ experience in various natural gas
sector operations he has proven expertise in planning operational & maintenance development, expenditures,
budget cycles and execution of long term strategic plans. He has led innovation teams that delivered 20% in cost
reduction by optimizing infrastructure. His accomplishments also include increasing book value by $100 Million
with BC ultra-marginal rates, and royalty credits through optimization of the BC royalty program.
Mr. XXX, BSc is the VP of Commercial Development. With more than 17 years of joint venture and commercial
management expertise he has managed commercial, contractual budgeting and strategic planning of 25 gas
processing plants in Central Alberta and N.E. British Columbia and been responsible for all commercial, contractual
and budgeting of 16 gas processing plants in three major asset areas in Central Alberta.
Mr. XXX is the Chief Information Officer he brings more than 17 years of experience in the industry to the
company. He has lead development of infrastructure and all levels of IT/IS systems and servers, including
document control, software programs, security, project management and execution systems. His experience
includes responsibility for the overall technological direction for both start-ups and multi-national manufacturing
organizations.
At this time the share structures for company executives has not been determined. Share splits with financers may
be offered, the percentage of splits will be based on their levels of investment.

Key Initiatives and Objectives
The primary initiative is to develop a midstream services company that meets demands for providing Natural Gas
to serve projected LNG demands and the recovery of Natural Gas Liquids that will serve petrochemical and oil
sands service requirements.
The Company’s objectives are to raise / secure $250 Million to $450 Million in debt/equity funding in order to:


launch the company and secure contract(s) by the end of Year 1



realize asset value within the second year of operations



ensure the first plant is in production in Year 3, at which time investors would begin realizing returns



receive debt financing in Year 3 to establish the second project
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Market Opportunities
XXXXXXXXXXXX has identified a primary gas processing opportunity to meet LNG export requirements on the west
coast of North America. Over the next decade it is projected that natural gas requirements will be for a minimum
6-12 billion standard cubic feet/day. XXXXXXXXXXXX will introduce midstream services and strategies that will turn
a gas industry in distress into an example of how best practices in project management, project engineering and
outsourcing of specialized services can revitalize a struggling industry.

Competitive Advantages
XXXXXXXXXXXX has an experienced management team with proven record of asset acquisition, construction,
development, operations and integration expertise.
The executive management team offers:


on average, more than 20 years of energy experience



a proven track record of identifying and consummating significant acquisitions



demonstrated success partnering with major producers to construct and develop midstream
infrastructure

XXXXXXXXXXXX’s in-house Project Engineering and Project Management experts deploy engineering, construction
and operations teams that have significant experience in designing, constructing and operating large midstream
energy projects.
The company has the in-house expertise and key supplier relationships needed to deliver assets and products at
less cost than is available from competitors, and to provide shareholders with a solid rate of Return on Investments
while protecting their own IRR.

Marketing Strategy
The primary marketing strategy will involve face-to-face meetings with key people, associations and leaders
throughout the industry. Executive and Board members have excellent relationships with mid-cap and large-cap
E&P companies; these key relationships will be leveraged to ensure credibility, providing an opportunity to secure
initial and future contracts. A major supporting strategy will involve active participation in professional association
meetings and trade shows.

Summary of Financial Projections
As a private company XXXXXXXXXXXX will require funding to initiate robust operations and position the company
in the mid-cap midstream market. Funding requirements are estimated to be between $250 Million and $450
Million.
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These costs would include:


Initial setup of corporate offices and wages for key personnel.



Robust interim project funding in order to pursue major contracts.



Acquisition of equipment in support of projects.



Acquisition of IT/IS infrastructure.



Legal incorporation research and implementation.



Restricted funds development



Debt / Equity negotiations/acquisition



Break even on all cumulative expenditures since inception in Q2 of the fifth year of operating

The following chart is based on operational estimates XXXXXXXXXXXX Solution’s Cash flow forecast with NPV and
Break Even.

An initial survival budget would need to incorporate wages, offices, and the ability to spend funds in the pursuit
and support of project execution. Given first profits/ROI are estimated to be realized in Year 3 and become
sustainable by Year 5, the estimated requirements up to Year 5 are presumed to be $10 Million to $15 Million
outside of contract response expenses.

Sales Revenue
OPEX
Net Income
Closing Cash
Balance
Retained Earnings

Year 1

Year 2

Year 3

Year 4

Year 5

$0
0
-14,500,000
100,500,000

$0
1,050,000
-35,550,000
144,950,0000

$43,800,000
17,115,3090
-15,684,309
319,265,691

$97,936,600
34,375,9210
16,896,4870
376,162,178

$109,897,7040
34,702,5350
26.145.5180
442,307,696

-14,500,000

-50,050,000

-65,734,309

-48,837,822

-22,692,304
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1

Confidentiality and Recognition of Risks

1.1

Confidentiality Clause

The information included in this business plan is strictly confidential and is supplied on the understanding that it
will not be disclosed to third parties without the written consent of XXXXXXXXXXXX and XXXXXXXXXXXX Solutions
Inc.

1.2

Recognition of Risks

The business plan represents the best estimate of the future of XXXXXXXXXXXX Solutions Inc. It should be
recognized that not all major risks can be predicted or avoided and few business plans are free of errors.
Therefore, investors should be aware that this business has inherent risks that should be evaluated prior to any
investment.
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2

Business Overview

2.1

Business History

XXXXXXXXXXXX Solutions Inc. is a start-up midstream service provider that is bringing excellence in project
management and project engineering and a revolutionary business model into the midstream gas industry.
XXXXXXXXXXXX was formed by professional engineers who recognized the value of implementing new business
strategies to turn challenging midstream industry practices into winning solutions.
Over the past four decades major upstream oil and gas operators have exited the western Canadian oil and gas
fields. The industry shifted from vertically integrated full-service companies that included engineering and
procurement operations, to more lean and nimble operators who divested all unnecessary services that were
easily outsourced— including major processing facility responsibilities. The shift was based on the assumption that
the recoverable gas and oil reserves in Western Canada had reached their maturity. For big industry players it
seemed as if there wasn’t enough value in midstream management to continue operating that aspect of the
business.
As a result, new midstream operators entered the field; their strategy included taking over underutilized and
distressed assets and, in some cases consolidating them in order to optimize production levels and operational
requirements. A key component of this strategy involved reducing service levels and not taking on “manageable
risks”. This process worked quite well, until assets began to age and production capacities began to increase with
new and more prolific reservoirs coming on line. Over the last few years mid-stream capital costs have escalated
beyond a reasonable rate of return as companies try to respond to changing demands, and the situation has been
exacerbated by low gas prices. It is time for a change in midstream operations.
Increased access to prolific resources, fundamental shifts within the gas production industry and offshore demands
for LNG are creating market opportunities that cannot be met through most of the existing infrastructure. The lack
of integrated management and engineering strategies throughout the midstream sector is leading to additional
problems such as an inability to adapt to unpredictable schedules and inconsistencies in infrastructure design and
reliability. Capital costs are rising and the majority of midstream companies do not have the in-house knowledge
needed to control costs and respond to changes in a timely and efficient manner.
The XXXXXXXXXXXX business model integrates project engineering and project management expertise with
financial assessments and accounting services to ensure than a cohesive approach is used in every stage of
assessment, design and execution. The company’s business development and risk assessment matrix identifies
the strategies for responding to risk, while the principals’ experience and expertise provides the vision to guide
the company to offer shared risk services.
XXXXXXXXXXXX’s business model is anchored in their commitment to creating shared value through sustainable
business practices that support the long term needs of the community, the country and the company.
To achieve this strategy, XXXXXXXXXXXX will focus on being the premier project execution based midstream
company that specializes in; Greenfield execution, front-end engineering allowances for capacity increases, inhouse project management and in-house engineering management, specialty outsourcing, as well as strong risk
management strategies, shared value relationships and a corporate culture that recognizes excellence and
innovation.
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2.2

Vision and Mission Statements

Vision
XXXXXXXXXXXX Solutions Inc. will set the standard for midstream management practices and will be the first choice
as a midstream company servicing the upstream and transportation needs of the energy sector.

Mission
Our mission is to generate high returns on investment based on the construction, operation, and maintenance of
midstream natural gas facilities that are servicing upstream and downstream clients in the Canadian natural gas
sector.
XXXXXXXXXXXX Solutions Inc. will achieve this mission by changing the business model for midstream services
through innovative use of new technologies, operating methods, and management approaches that will increase
productivity, remove redundancies and ensure financial success.
Our understanding of the inter-dependent nature of social, environmental, and business operations in this
complex industry will guide our business practices and strengthen our relationships with all stakeholders.

2.3

Objectives

XXXXXXXXXXXX will position itself to be the first choice midstream company servicing upstream and transportation
needs of the energy sector by following this five phase strategy:
Phase 1: Solicit and obtain access to capital ($250 Million to $450 Million) to position and structure the company.
Phase 2: Establish Board structure, governance, organizational procedures and secure contracts within first 6-12
months of operations.
Phase 3: Execute on projects while focusing on key differentiators validating an ROI exceeding investment partner
expectations.
Phase 4: Build IPO for corporation and sell to market.
Phase 5: Transition Company based on IPO results.

2.4

Ownership

XXXXXXXXXXXX will be a registered corporation in the Province of Alberta. XXXXXXXXXXXX is the only owner; share
structure for Executives and Investors will be determined once an equity frame work has been established. Share
levels for investors will be based on levels of investment.
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2.5

Key Stakeholders

There is an increasing social perception that businesses are the major cause of social, environmental, and
economic problems. Companies are widely perceived to be prospering at the expense of the broader community.
The energy sector in particular is seen as causing irreparable environmental damage to support an economic
model that many consider unsustainable. As a result of public resistance to further exploration, pipeline
construction, and proposed LNG transmission projects, the energy sector is facing increasing challenges.
“The legitimacy of business has fallen to levels not seen in recent history. This diminished trust in business
leads political leaders to set policies that undermine competitiveness and sap economic growth. Business is
caught in a vicious circle… They continue to view value creation narrowly, optimizing short-term
financial performance in a bubble while missing the most important customer needs and ignoring the
broader influences that determine their longer-term success. How else could companies overlook the
well-being of their customers, the depletion of natural resources vital to their businesses, the viability of
key suppliers, or the economic distress of the communities in which they produce and sell? …Companies
must take the lead in bringing business and society back together. The recognition is there among
sophisticated business and thought leaders, and promising elements of a new model are emerging. (Harvard
Business Review)

Although this article on the need for shared value is focused on industries throughout the world, the truth of
optimizing short term performance and ignoring longer term outcomes accurately reflects what happened in the
midstream sector when major Energy and Processing Companies pulled out in the 70’s and 80’s. When smaller
operators took over and maintained healthy margins and growth by stripping out manageable risk and services, a
slow but steady disintegration of assets, and a loss of in-house expertise, has resulted in capital costs spiralling out
of control and strategies to control problems have created redundancies in project management.
With horizontal fracturing technologies (‘Fracking’) expected to increase access to more oil and gas, especially in
plays such as the Duvernay and Montney, and the increasing world demand for LNG, the midstream energy sector
must introduce new business strategies if long-term economic and sustainable growth is to be realized.
XXXXXXXXXXXX has identified the need to integrate the interests, needs and value-added outcomes for all
stakeholders as part of their approach to Creating Shared Value through a shared risk and improved financial
outcome business model.
Internal Stakeholders

External Stakeholders

Investors, Shareholders and Joint Venture Partners Industry
leaders, associations and media

Political leaders and cross-jurisdictional inspection and
approval bodies

Board of Directors; Senior Executives, Employees Contracted
trades, supporting services such as transportation providers
as well as all levels of suppliers

First Nations Peoples, residential communities and traditional
users of land around exploration and pipeline areas and along
transportation routes.

Outsourced Speciality Services such as Electrical and Controls
Engineering, Civil/Structural Engineering, Stress Engineering
firms and complex process engineering, rotating equipment
specialists.

Special interest and environmental groups and reclamation
and remediation companies who are both internal and
external stakeholders

Upstream customers purchasing products such as raw gas
storage and fractionation facilities.

End users – general public
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It is the key stakeholders identified above that provide energy companies with what is known as Social Licence —
the agreement to operate a facility as it serves the best interests of all.
“On occasions, the Social License can transcend approval when a substantial portion of the community
and other stakeholders incorporate the project into their collective identity. At this level of relationship it is
not uncommon for the community to become advocates or defenders of the project since they consider
themselves to be co-owners and emotionally vested in the future of the project, such is the strength of selfidentification.” (sociallicense.com)

2.5

Location and Facilities

The head office for XXXXXXXXXXXX Solutions Inc. will be located at XXXXXXXXXXX in Calgary, Alberta. Once funding
in in place the initial space requirements will be for 14,000 sq. ft. of office space. When production begins the
company will require 30,000 sq. ft. of space.
XXXXXXXXXXXX will initially operate in North-Western and Central Alberta and North-Eastern BC as these are the
areas of the prolific resources of the Duvernay and Montney Gas Plays. These plays extend over hundreds of
square miles and require a tremendous amount of infrastructure ranging from pipelines to treatment and
processing plants. Although there is existing infrastructure in some of these areas it is aging (80’s vintage);
expansion and retrofitting costs would be the same as a new build – but without all of the technological advances.
There is some recently built infrastructure in the area but it is running at capacity.
As can be seen by these maps, the potential locations for XXXXXXXXXXXX are spread throughout BC and Alberta.
The company will be building and operating a number of different facilities; the size, number and locations will be
determined by a number of factors including; access to existing natural gas liquids delivery infrastructure or
support infrastructure such as railways, pipelines, terminal stations, planned/future developments and operator
partnerships project financing. The Duvernay Play is the area circled in red on the map to the left.

Montney Play
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3

Products and Services

3.1

Description of Products and Services

The midstream service industry is complex and multi-faceted. In the simplest terms, midstream companies move
gas from the well to a natural gas processing plant, which purifies the raw natural gas removing natural gas liquids
(NGL). After the initial processing the product will move to one of two streams -- dry or liquid. Dry natural gas is
moved through pipelines for storage and then to the upstream company as a finished end-product. Natural gas
liquids are moved from the
treatment
plant
to
XXX services stop here
fractionation plants where
In the first few years
various components of the
of operation
gas are separated and
moved through pipelines to
different markets.
For midstream companies,
the demand for gas
infrastructure is one of the
major drivers of growth.
This type of infrastructure
can involve pipelines that
move the gas from the wellhead to the processing plant, the natural gas processing plant, and pipelines used to
move the liquids from the processing plant to either natural gas storage areas or for further processing at
fractionation plants.
The gas that is distributed from the processing plant is XXXXXXXXXXXX’s product. Project management and project
engineering are the services that will be provided for both infrastructure development natural gas processing.
As XXXXXXXXXXXX will, through the five years covered by this plan, focus on Greenfield development and the first
steps of processing gas from the wellhead, the information in this section will be limited to a brief overview of
those activities.
Greenfield Development:
Greenfield development primarily refers to construction and development on land that has never been used, and
where there is no need to demolish or rebuild any existing structures. This type of development includes
construction of the gas gathering system and operations of the natural gas plant. The gathering system
infrastructure required includes, but is not limited to inlet pipelines and transmission systems, compressor stations
and gas batteries. Depending of the location of the initial Greenfield projects the company may need to build
additional associated projects such as:



Fractionation trains with incremental cost of $50 Million
Turbo Expander / ‘Deep-cut’ Plants with incremental costs in excess of ~$150 Million

The fractionation trains and turbo-expander/deep-cut plants are complex and expensive; they are generally
required in subsequent phases of initial gas plant operations. With current ethane/propane demand at a low point
these plants are unlikely to be in great demand and are not considered as part of the Company’s initial building
plans.
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Natural Gas Processing Plants
The principal service provided by a natural gas processing plant to the natural gas mainline transmission network is
that it produces pipeline quality natural gas. Natural gas mainline transmission systems are designed to operate
within certain tolerances. Most wellhead gas
does not meet the quality standards required
by companies providing a cross-jurisdictional
pipeline, so it must be processed to remove
contaminates and the heavier components
(propane+). After the NGL and contaminants
are removed, what’s left is marketable gas (or
dry gas), consisting of methane with some
ethane. That gas is then ready to be delivered
through gas pipelines. The raw NGL are sent to
large fractionators to break the stream into
usable components (ethane, propane, etc.).
The volume of product managed through a
natural gas processing plants ranges from 100
to 250 MMscfd (Million Standard Cubic Feet
per Day). Natural Gas Processing plants
process and treat gas coming from the
wellhead by removing, water, hydrocarbon liquids NGL’s and LPG’s (Liquid Petroleum Gas), and any other
impurities so that the product leaving the plant meets specifications for the next stage of product management.
Initial capital cost for the processing plants generally run from $100-200 Million per project.
XXXXXXXXXXXX’s value proposition is focused on managing the infrastructure and engineering processes
involved in moving the gas from wellhead to the processing plant where the Natural Gas Liquids will be
extracted and then sent elsewhere for further processing. The services provided in this process include project
and engineering management of infrastructure as well as ongoing engineering management of operations once a
plant is constructed.
The step-by-step processes required for construction of infrastructure, and for processing the natural gas from the
wellhead are beyond the scope of this business plan. Project Management and Engineering Management services
are generally well understood within the industry; therefore step-by-step explanations of those processes will not
be included in this business plan.

3.2

Key Features of the Products and Services

The key features of XXXXXXXXXXXX’s products and services are discussed in detail in the Competitive Advantage
section of this plan.
The following points cover the Corporate Culture that will be established at XXXXXXXXXXXX as the company
principals recognize that success is based on shared values and a shared commitment to delivering the best
services possible in order to a Create Shared Value process that serve the best interests of society as a whole.
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XXXXXXXXXXXX believes that:

3.3



Strong shared-value focused partnerships ensure mutually respectful relationships with customers and
service providers such as construction contractors, fabricators, field servicing companies, and field
supervisors. This respect guides all interactions and all business activities with all stakeholders.



A strong corporate culture is based on the recognition that is the people who work for and with the
company that create corporate strength. The company will provide sustainable, growth-oriented
compensation and incentive packages to increase retention rates and support individual performance
initiatives.



Great ideas originate in individuals and not in the positions they hold; innovation and creative thinking are
to be recognized, supported and shared.

Future Products and Services

XXXXXXXXXXXX will review the need and cost-effectiveness of adding liquid storage and fractionation plants to
their business model. The company may also need to construct fractionation trains and turbo expanders as
discussed in section 3.1 Description of Products and Services.

3.5

Comparative Advantages in Production

XXXXXXXXXXXX’s base business model will be based on providing high value assets, maximizing contractual
commitments and leveraging the value of those assets for future development. The strategies that will allow
XXXXXXXXXXXX to maximize shareholder value and to minimize the disruptive issues that are currently creating
problems for midstream operators are as follows:
In-house Project Management: Internal controls of external services
In-house Project Management by engineers with extensive experience in the industry will ensure better
cost control and mitigation of ‘scope creep’. This strategy will prove a proper balance of controlling costs
scheduling construction and managing scope as well as ensuring quality
XXXXXXXXXXXX’s Project Managers have strong backgrounds in the gas processing industry as well as with
direct implementation of major infrastructure projects. The executive and senior management team will
leverage their extensive experience and record of excellence in project execution and implementation
in the industry to secure the best available vendor, supplier and service contracts. Building on past
relationships with these service providers ensures high levels of competency and the ability to execute
according to schedule. The combination of extensive industry experience and a history of mutuallybeneficial relationships allows for effective engagement of all stakeholders.
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In-House Project Engineering: Providing quality and cost controls and eliminating redundancy.
In-house Project Engineering provides detailed knowledge of required assets, contractors, manufacturing
processes and service partners, as well as ensuring asset needs are identified and managed to meet the
best interests of all stakeholders.
Skilled in project execution and control the Project Engineering team, which is composed of a lean group
of senior personnel with proven track records in project execution, is able to manage multiple disciplines
throughout the various stages of project implementation and execution. Project Engineers also have
strong vendor, supplier and service relationships and are committed to the continual review of
engineering deliverables throughout the execution phase of the projects.
Due to their robust years of experience, XXXXXXXXXXXX’s Project Engineers execute most elements of the
project. This level of knowledge and ability requires fewer support services than the customary business
model within a traditional 3rd party engineering services business.
Using their strong background in project execution to selectively determine the required specialty
services, vendors, and suppliers needed to implement and complete projects, XXXXXXXXXXXX’s Project
Engineers are able to minimize the time and costs required to execute contracts.
By using proven and familiar technology, corporate Project Engineer’s eliminate redundancy in
engineering reviews of known, proven, and contractually accountable vendors, suppliers, and services.
The value engineering process that is implemented at the completion of the design phase provides cost
and quality controls before actual project implementation, resulting in a lean, high quality, streamlined
project.
Contractual Leverage: Ensuring immediate benefits from reduced capital costs
Specialty outsourcing allows the company to focus on their key strengths and to bring in expertise in areas
where knowledge would be a benefit (i.e. electrical, controls and civil structural engineering).
The midstream industry is in the early stages of developing Greenfield installations for major projects.
Capital costs and associated fees are growing while allowable margins are shrinking; a scenario that
almost negates the ability for existing midstream operators to assume any capital risk. Existing players are
struggling to adjust their execution strategy to meet the market demand, and for most of these
companies the metrics for evaluating project development are uncertain due to their lack of internal
expertise. This situation is a result of the shift in midstream services discussed in the business background
section of this plan. The current execution model being offered by the Midstream service providers, even
with the cost of capital differential advantage over the production companies, is not attractive enough to
secure conventional gas processing facilities and more and more production companies are being
rewarded by investors for controlling their processing capacity futures.
The current state of the midstream industry creates an opportunity for XXXXXXXXXXXX to secure market
entrance with their best-in-class contractual expertise for structuring the contracts, adopting the current
capital costs at a minimum perceived ROI XXX threshold while communicating a willingness to assume
capital risk.
Since XXXXXXXXXXXX is able to immediately appreciate the benefits of internal execution which
reduces capital costs and accelerates schedules, IRR is maximized.
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Greenfield Installations: Proven expertise and best available infrastructure to meet increased volumes and
projected LNG demands
The energy industry is moving towards Greenfield development due to the lack of available and
economically attractive assets and the infrastructure problems that are limiting growth for midstream
operators that are attempting to meet the demands of the changing production profiles with older
infrastructure.
XXXXXXXXXXXX’s in-house project and energy management strategies will provide Greenfield project
control from conception to operations. New technology such as corrosion monitoring, equipment
integrity testing, and computer-aided software that can predict failure and failure mechanisms, as well
as newer, environmentally friendly chemical inhibitors that serve dual functions of operational
effectiveness while increasing longevity of the equipment are just some of the benefits of Greenfield
installations. The benefits of implementing leading edge technologies are increased reliability, runtime
and ultimate equipment life cycle.
In addition to avoiding the environmental and social problems plaguing operators trying to retrofit old
infrastructure where there is no history of asset integrity, a company operating on a shared value
premise also has a social responsibility to reduce potential environmental damage by using new
technology. In situations where using older assets is unavoidable the company will increase the due
diligence, beyond asset value, to include total asset integrity compliance as part of the value proposition.
XXXXXXXXXXXX’s internal expertise in project and energy management will reduce design cycle time and
the impact of simultaneous interruptions on operations that are part of retrofitting existing infrastructure.
A Greenfield build significantly reduces the risk exposure associated with expanding or retrofitting
existing infrastructure and allows projects to be completed faster and with more cost control —
eliminating the spiraling costs and scheduling problems that have restricted growth and expansion
opportunities for midstream operators.
Risk Management: Strategies that support a shared value commitment to all stakeholders
Corporate-wide risk management strategies that are focused on each area of business, and integrated
into an corporate-wide risk assessment process, allows for control of in-house activities so that calculated
risks can be taken through pro-active strategies with imbedded controls for responding in a timely and
cost-effective manner to any tangible risk.
XXXXXXXXXXXX is not adverse to risk, but rather focuses on managing risk. The Executive Management
team Contract Managers, Operations Managers, Project Managers and Project Engineers form the risk
management team. By pro-actively identifying possible risks associated with the contract negotiation,
contract execution, client credit facility risk, location risk and ultimately execution of a project, the
company is able to assign the various issues a designation based on probability of occurrence and level
of impact across economic, social, and environmental matrixes.
Regardless of probability, viable responses to any identified risks are developed and action plans are
developed. This strategy allows proper evaluation of risk and ensures timely and effective responses if a
risk event should occur. The risk management personnel are very experienced in the industry and see risk
management as essential to the shared value commitment to manage all risks in third-party services and
vendor relationships. Details on Capital Risks, Volume/Contract risks in facilities and secondary processing
market access and credit differential risk are discussed in detail in Section 8: Contingency Plans
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Front End Engineering Design: Preparing to respond proactively to industry changes
Allowing for overcapacity demand in front end engineering and initial construction will ensure increased
demands can be managed without escalating infrastructure cost when new ‘Plays’ / operators come
into full production. By allowing for additional volumes as demand increases XXXXXXXXXXXX is protecting
shareholders with minimum supply contracts; shoring up IRR against market volatility including interest
rates, commodity price and access to market.

Project Controls: Ensuring excellence through every stage of operations
By drawing on proven Project Management tools and support strategies, the project control team is able
to detail and track project progress, design, and execution of projects. Detailed reviews of projects are
held on a regular basis with all appropriate stakeholders to ensure the collaborative strategy is not
compromised and to provide a transparency in project progress. Senior project control personnel’s
ability, combined with their proven concept-to-operations backgrounds, minimizes the potential for
unforeseen project variances, while provision of documented updates keeps customers and
stakeholders engaged and builds confidence in the project execution.
Change Management Change is inevitable, strategically managing change creates shared value.
XXXXXXXXXXXX anticipates and makes allowance for unavoidable project changes. The superior execution
processes, and the expertise provided the company’s Project Engineers and Project Managers is
supported with the best available approaches and tools, which in turn help to minimize disruptions and
contractual changes. All changes are documented as part of the communications required for
contractual negotiations with the appropriate stakeholders. The project execution team has a track
record of proactively identifying and mitigating the potential for change in order to minimize the potential
for material disruptions or project impacts. The experienced and superior operations leadership and
execution team works simultaneously with the Project Engineers to ensure appropriate operability,
minimized operational disruptions, and long term maintenance and reliability procedures.
Once the company is fully operational with the first processing plant underway XXXXXXXXXXXX will continue to
exceed current expectations through the following strategies.


Ensuring increased capacity and throughput volumes on systems. Through the initial design strategy of
building in excess capacity at minimal capital investment XXXXXXXXXXXX intends to focus their
commercial efforts on increasing the throughput volumes of systems with existing and new customers.
Given the strategic location of their Greenfield assets the company will develop agreements with several
of the producers in their areas of operation, which will give them the ability to gather incremental
volumes at a lower capital cost.



Once existing gathering systems are in place XXXXXXXXXXXX will pursue organic expansion opportunities
by leveraging their team's expertise in constructing, developing and optimizing assets in order to extend
our geographic reach. This will allow the company to diversify its customer base, increase the number of
natural gas receipt points and maximize volume throughput.



XXXXXXXXXXXX will maintain its focus on fee-based revenue with minimal direct commodity price
exposure. As they expand the business, they intend to maintain their focus on providing midstream
services under fee-based arrangements. Their gas gathering agreements will include minimum volume
commitments, which promote cash flow visibility and stability and limit their direct exposure to
commodity price volatility.
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Over time XXXXXXXXXXXX will seek opportunities to partner with large natural gas producers to provide
midstream services for their development projects in high-growth, unconventional resource to develop
new infrastructure that will complement XXXXXXXXXXXX’s existing midstream assets or enhance their
overall business by facilitating entry into new basins. These opportunities generally consist of strategic
acreage positions in unconventional resource plays that are well positioned for accelerated production
growth but have minimal existing midstream energy infrastructure to support such growth. Opportunities
include the options for utilizing the team's experience in constructing, developing and operating large
scale midstream infrastructure.

XXXXXXXXXXXX’s Financial Plan for their main metrics in comparison to existing industry peers is
demonstrated in the chart below.

XXXX Energy Inc. and Main Competitor Side by Side
Expected Case

Upside Case

Blowdown Case

TOP Only

Pre-Tax After-Tax Pre-Tax After-Tax Pre-Tax After-Tax Pre-Tax After-Tax
Internal Rate of Return 35.72%

30.53%

39.45%

33.65%

29.57%

25.20%

22.45%

18.96%

NPV (7.25% Discount Rate) 316,852

229,535

364,435

265,222

226,464

161,744

133,886

92,272

1.67

1.95

2.44

2.74

3.16

3.48

1.98

2.25

71,853

Expected Case

50,335

Upside Case

36,972

Blowdown Case

TOP Only

Pre-Tax After-Tax Pre-Tax After-Tax Pre-Tax After-Tax Pre-Tax After-Tax
Internal Rate of Return 20.95%

17.68%

23.48%

19.85%

16.26%

13.57%

10.62%

8.65%

NPV (7.25% Discount Rate) 228,665

155,840

276,247

191,760

138,277

87,540

45,699

17,392

3.74

3.02

3.35

4.21

4.53

5.51

5.82

Payback (From COD)

3.42

EBITDA (5 Year Average) 65,551

73,554

52,036

38,673

** - Assumes Standard 100 MMscfd Sweet Processing Plant
** - Assumes XXXX executes at $1000/Mscf vs. Comp at $1900/Mscf 100 MMscfd Sweet Processing Plant
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COMPETITORS

Payback (From COD)

EBITDA (5 Year Average) 63,849

4

Industry Overview

4.1

Market Research

For midstream companies, the demand for oil and gas infrastructure is one of the major drivers of growth. Natural
gas gathering networks, gas processing facilities, fractionation plants and pipelines for natural gas and natural gas
liquids will all be in demand.
Oilfield service companies are hoping a boost from liquefied natural gas projects will lift the industry in 2014 after
oil and gas producers spent much of the past two years hunkering down in an environment of low commodity
prices. “LNG is the ‘big elephant’ that everybody is eyeing, according to Jason Sawatzky, institutional director of
oilfields services at AltaCorp Capital Inc., which covers 30 oil field players. If you look worldwide, there is really no
other oilfields service market that has [growth] in front of it like Canada does [with] LNG developments. (Financial
Post)

Three LNG projects on the West Coast have secured export permits while another three have applied for licences.
The oilfield services industry is expecting capital spending of about $30-billion if three of the proposed projects
eventually go ahead.
Montney and Horn River — the primary sources for LNG exports — along with Duvernay and Wilrich are expected
to see robust activity according to investment bank Peters & Co. They estimate that the four plays will see drilling
activity soar to 160 rigs by 2014, up from 95 in 2012. (Financial Post)
LNG projects are potentially lucrative, but oilfield service companies are signaling caution as natural gas exports
are a few years away and subject to final investment decisions and regulatory hurdles before they finally get under
way. For now, natural gas production is in decline and services firms are not expecting producers to pour
additional capital in the sector. (Financial Post – August 2013)
The National Energy Board fact sheet the Short-term Canadian Natural Gas Deliverability 2013-2015, report looks
at the factors that affect natural gas supply and pricing in Canada through 2015. According to that report, Natural
gas appears to be in a holding pattern due to the following three key drivers influencing future Canadian natural
gas deliverability:


Minimal drilling activity because current and projected prices do not cover the costs of developing most
natural gas prospects.



New natural gas supply is largely a by-product from developing oil and natural gas liquids (NGL)-rich
prospects.



Producers are not earning sufficient returns to attract additional equity investment with current prices of
around $3.00/GJ in Western Canada.

Although these factors reflect the gas market, the history of midstream activities and the inability of the current
midstream providers to manage projected flow increases provide a strong market opportunity for
XXXXXXXXXXXX.
A recent article in Alberta Oil pointed out that those new midstream providers who bring full-capacity services to
the industry will have an excellent market opportunity.
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“Recent divesting of midstream assets by EnCana Corp. and Chesapeake Energy Corp. could signal a trend by
producers to offload in-house processing facilities or a common strategy for embattled natural gas producers to
raise equity. Either way, further opportunities for third-party gas processing operators are expected to rise as
natural gas producers redeploy capital into growing reserves and production, rather than new and expanded
facilities.”
Opportunities abound for midstream companies as producers vacate the processing space. “The infrastructure we
have today is not well matched by the dramatic growth and shift in production volumes, both on the liquids and
natural gas side, says Barry Munro, Canadian oil and gas leader with Ernst & Young LLP. There is a need for more
midstream infrastructure and the person with the lowest cost of capital should be building it, and that’s
midstream companies.” (Alberta Oil)
The map below is the National Energy Board’s (2009): Summary of Potential Changes to Natural Gas Infrastructure
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4.2

Key Product Segments

There are three primary segments within the midstream business; initially XXXXXXXXXXXX will work in the first two
sectors listed below.
1.

Gathering facilities that transport and compresses natural gas to remove water and other contaminants;

2.

Processing facilities that extract NGL, resulting in dry and marketable natural gas that is sent to storage
facilities for distribution to the market and a raw NGL stream that are sent to fractionation companies

3.

Fractionation plants that split raw NGL into finished product

4.3

Purchase Process and Buying Criteria

There are a number of factors that influence decisions to invest in midstream companies. They include, but are not
limited to the following list:


Capital predictability along with a Return for Investment.



Shared liability position with upstream partners (natural hedge on risk).



Volume uncertainty and access to secondary liquids processing and transportation sources



Differential credit margins relative to the gas producers and the ability to secure long term economic
debt facilities Schedule certainty for production targets.



Alternate, innovative solutions to the current offering.



Predictable schedules for project completion of capital asset expenditures.



Cross functional operations teams.



Efficient business operations with a focus on LEAN operations.



Tactical technical knowledge in the management and execution leads.



Innovation and continuous improvement with a focus on Lean Six Sigma operational efficiency adaptation.



Demonstrated safety leadership.



Ensuring the timely turn-around of engineering generated technical queries.



Robust monitoring of the trends.



Strict controls of total installed costs of any project undertaken.



Ensuring facility-related regulatory compliance and timely submission of facility applications.



Knowledge of all applicable codes & specifications used to govern territories in which operations are
installed.



A practical balance over economic, social, and environmental aspects in the areas within which they
operate.



Corporate Social Responsibility within the areas in which they operate.



Protection of social licence to function within the areas in which they operate.
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4.4

Commercial flexibility

Key Industry Trends

According to Canada’s National Energy Board 2013-2015 trends are as follows:


The decline in North American natural gas prices in recent years is the result of the dramatic growth in
U.S. shale gas deliverability having outpaced the growth in North American natural gas demand.



Record hot summers may not continue and this would lessen the draw on gas-fired power generation and
would tend to reduce natural gas demand.



Companies continue to drill some new natural gas wells to add reserves that will replace some portion of
the production from existing wells.



Some natural gas development in Western Canada is likely being postponed since Canadian LNG projects
are taking longer than anticipated to obtain sales commitments from oversees purchasers.



Preliminary industry testing of the extensive Duvernay shale prospect in Alberta is underway and the
deliverability forecast includes a range of estimates for Duvernay development. However, more
widespread testing and the creation of development strategies will need to occur before the resource is
developed extensively.



The large potential resource base in the Liard Basin, Horn River Basin, Cordova Embayment, and deeper
portions of the Montney Formation is almost all dry gas. Without the benefit of NGL revenues these
resources will be dependent on higher natural gas prices to accelerate development.

Cost of Production:
The shift in Canadian drilling activity towards targeting crude oil and bitumen increases the use of labour, materials
and equipment and could contribute to cost inflation in the drilling and service industries. Cost inflation will be felt
in service industry activity and add to the competitive environment for producers targeting natural gas or oil.
Natural Gas Demand:
The National Energy Board projects annual Canadian natural gas demand to grow by 14 10 6m³/d (0.5 Bcf/d)
between 2013 and 2015. Most of this increase in natural gas demand would be from increased usage for oil sands
development in Alberta. Natural gas deliverability exceeds expected Canadian demand.
Natural Gas Deliverability Outlook:
This report includes lower, mid-range and higher price cases for natural gas based on varying market factors.
Lower price case:


Growth in markets for Canadian natural gas is assumed to be slowed by mild weather conditions, modest
economic growth and ongoing displacement by supplies of U.S. natural gas.



In 2015 the average Henry Hub price is $3.65/MMBtu, and total Canadian deliverability decreases to 323
106m³/d (11.4 Bcf/d) from 396 106m³/d (14.0 Bcf/d) in 2012.
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Mid-range price case:


Moderate growth in North American natural gas demand, coupled with declining Canadian natural gas
deliverability and slowing U.S. supply growth, gradually reducing excess deliverability in North American
natural gas markets.



The Henry Hub natural gas price averages $4.35/MMBtu and Canadian deliverability averages 353
106m³/d (12.5 bcf/d).

Higher price case:

4.5



An expectation of some recovery in markets for Canadian natural gas due to a return to more normal
winter weather, continued hot summer weather, stronger economic growth and less displacement by U.S.
gas supplies.



Power generators continue to prefer natural gas over coal in specific markets despite rising natural gas
prices, potentially for environmental benefits or to better match variations in the electricity demand
profile.



In 2015 the Henry Hub price averages $5.95/MMBtu and Canadian deliverability levels out at 371 106m³/d
(13.1 Bcf/d) in 2014 and 2015.

Industry Outlook

Although the playing field is evening out in the Western Canadian Sedimentary Basin, it is estimated that 60% to
70% of the facilities in the basin are still owned and operated by producers. It is expected that larger producers
might choose to focus capital on developing assets and start utilizing third- party facilities for processing As the
capital markets are drying up for the junior and intermediate producers the larger producers are looking at
alternatives for processing their gas and redeploying their capital into higher value activities.
According to the Canadian Association of Petroleum Producers, capital costs of upstream projects in Western
Canada have risen from about $12 billion in 1995 to $40 billion in 2011. As junior and intermediate gas producers
focus on developing emerging unconventional plays and rejuvenating older plays with new technology, new
midstream companies will be able to enter the market with strategic offerings.
Demand for natural gas inputs in North America is expected to rise in different parts of the supply chain – from
increased production to feed the liquefied natural gas export industry off the coast of British Columbia to
growth in natural gas-fired power generation. Growth in the midstream business to deal with increased oil,
liquids-rich gas and dry gas production is expected to come from a combination of retooling old facilities,
building new facilities and third-party companies acquiring producer-owned plants.
Midstream services are a challenging business, and running at full capacity is critical for financial success
according to Barry Munro, the oil and gas leader at Ernst and Young. “Expending significant capital and having
multiple customers … allows a midstreamer to be more efficient than an E&P company.” (Alberta Oil for all above
information)
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5

Marketing Strategy

5.1

Target Markets

For the first five to ten years of operation XXXXXXXXXXXX will focus on companies whose capital investments are
more localized in the mid-to upper end of the market as XXXXXXXXXXXX’s value is based on their ability to deliver
quality infrastructure at controlled costs and to produce higher volumes and less cost than other midstream
operators.
The major players in the industry will be somewhat reluctant to consider a lean new entrant to the midstream
market. Once XXXXXXXXXXXX has proven its ability to produce more volume at greater than half the price of
competitors and better reliability and ‘runtime’ the upstream majors may become a significant market source.
At this time, XXXXXXXXXXXX is focusing on the target market where their expertise will make a significant
difference in their customers’ deployed capital. This includes companies such as Nuvista, Paramount, Penn West,
Tourmaline, Bonavista and EnCana. Working with clients who have superior reservoir and land positions allows
XXXXXXXXXXXX to minimize volume risk, while providing direct access to further secondary processing and/or
transportation infrastructure. These strategic client relationships create shared value through:


XXXXXXXXXXXX’s ability to provide superior capital controls and operating expertise that will allow clients
to redeploy their capital on exploration and development activities.



The balance sheet / credit rating of XXXXXXXXXXXX client’s will ensure the access to obtain lower cost
capital, and overtime direct access to debt instruments to minimize XXXXXXXXXXXX’s cost of capital .

Although the current and projected market conditions do not bode well for the junior Oil and Gas producer,
XXXXXXXXXXXX will also look at strategic relationships with resilient juniors. XXXXXXXXXXXX considers Junior Oil
and Gas players as both customers and partners. A consortium of junior players could be leveraged as partners to
justify a single project by signing firm commitment contracts, secured through cumulative operating lines that
would give them guaranteed processing for their contracted portion of services. Any surplus processing capacity in
the plant would be made available to other oil and gas companies in the area.
The following chart presents and overview of the potential market for XXXXXXXXXXXX.

Refineries and other
midstream companies
and Industry operators

Canadian Natural

PennWest Petroleum

Plains Midstream

Resources

ARC Resources

Gibson Energy

Husky Energy

Baytex Energy

AltaGas

EnCana

Pengrowth Energy

Keyera

Talisman Energy

Enerplus

Kinder Morgan
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LNG

Upstream Midcap
(based on mid-market
capitalization)

Operators

Upstream Majors
(based on market
capitalization)

5.2

Nexen

Pacific Rubiales Energy

Spectra Energy

Exxon

Tourmaline Oil Corp

Transmission

Shell

Paramount Resources

Tervita Corporation

British Gas

Limited

Secure Energy

Petronas

Vermilion Energy

Mistral Energy

Chevron

Bonavista

EOG

Nuvista

Apache

Conglomerate of Junior
E& P Operators

LNG

Description of Key Competitors

Industry Segments
Midstream

Project Management

Project Engineering

Risk Management
Change Management

Main Competitors
KANATA
Mistral
Plains Midstream
Gibson Energy
Keyera
AltaGas
Enbridge
Project Management and
Construction Management
Companies
Solstice projects
Drifter Projects
ABC Engineering Ltd.
Engineering, Procurement
and Construction
Management Companies
IMV Projects
Solaris
Genivar
Major Consultancies (Such as
E&Y, KPMG etc.)
Major Consultancies (Such as
E&Y, KPMG etc.)
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Competitors Strengths
Existing Funding
Cost of Capital
Accelerated time line
Operating experience
Strong balance sheet, cash flow, existing
assets
Construction Management
Project Management Strength
Construction Controls

Perceived PM-PE Strength
Personnel availability
Structure
Perceived Project Controls

Experience, recognition and personnel
Experience, recognition and personnel

5.3

Analysis of Competitive Position

The midstream companies that have been operating over the past couple of decades succeed because their
business model is based on purchasing under-utilized assets, consolidating or optimizing them to increase volumes
and running them by removing manageable risk and services. The trimmed down structure that has been the
mainstay of midstream operations means these companies were not internally structured to manage significant
change requirements such as expanding or retrofitting infrastructure or optimizing processing facilities. Without a
management structure that includes executives with the experience in project management and project
engineering who are able to identify the execution strategies that will enable the company to achieve their goals, a
company is forced to learn as they go through the process and to try to marginalize the impact of this learning
curve.
As a result of their inability to effectively adapt to required changes this segment of industry has seen its capital
costs increase with little understanding or control. Schedules have become difficult to predict and they are
struggling with retaining reliability, consistency or predictability in asset design even though the basic structures
and basic engineering technology required have not changed since approximately the 1950’s. (This does not refer
to the new technologies that improve the quality of pipelines, treatment facilities and computer-aided
monitoring.)
In an effort to manage the associated risks and challenges mentioned above, current midstream operators have
begun soliciting management teams and ‘shadow’ engineering groups to address the gap between project
execution and final accounting. Since this isn’t new technology these outside teams are a redundancy which can,
and has resulted in little change and in most cases increased challenges. This gap can be explained by the
traditional midstream management and executive company structures that lack a connection between project
execution and financial acumen. In spite of this reality, current long-term midstream operators have
overshadowed this deficiency (in the short term) by leveraging heavily on their ability to secure low cost capital;
their historical ability to benefit from the processed hydrocarbon liquid pricing, and the simple reality that there
are very few current options for production companies.
The continued downward pressure on liquids pricing, steady upward pressures on interest rates, and the
continued need for increased processing capacity is creating a significant opportunity for XXXXXXXXXXXX.
Since XXXXXXXXXXXX will execute internally the shadow team redundancy is eliminated; the result is a direct
impact on general and administrative expense and an ability to offer streamlined and seamless project
execution.
The recent failures by the main midstream players to control capital costs in the area of labour, construction
activities and “shadow” expertise has created an industry-wide reluctance to share risk on capital overspending.
XXXXXXXXXXXX’s ROI and overall fee structure is based on the the capital required to execute a project. Because of
the company’s confidence in their execution strategies, which is coupled with their modular design approach, and
their need to maintain credibility in the industry XXXXXXXXXXXX would offer the same capital cost projections as
competitors. XXXXXXXXXXXX’s willingness to assume shared capital risk and a fee structure based on a ROI of
8%, demonstrates their shared value proposition to clients.
Based on their experience, XXXXXXXXXXXX could deliver a project below competitor’s costs; based on an internal
contingency that allows them to assume the capital risk that is simply not feasible for companies without the
internal project and engineering management expertise that is the hallmark of XXXXXXXXXXXX. By assuming the
risk, the company retains the financial benefits of completing below contracted costs. XXXXXXXXXXXX would have
no limitations on their ROI— based on their ability to execute the project flawlessly.
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The key points that provide XXXXXXXXXXXX with a competitive advantage include:


In-house execution with an initial focus on Greenfield projects.



An attractive lower contractually required return of ~8% on current baseline capital projects and
therefore willingness and ability to share capital risk with upstream partners.



Real time project execution/status transparency with contract partners.



Best-of-Class risk mitigation and reliability in operations and maintenance services.

The following chart provides information on the leading competitors in Alberta.

5.4

Pricing Strategy
Current midstream operations pricing is based on a fee for service or a $/MMscf fee-structure for a long term
contract, with a minimum 10 year basis.
There are also threshold ‘take or pay’ contracts for minimum IRR, available from plants with volumes in excess
of 100 MMscfd liquids -rich processing projects. These offers are based on cost of capital, capital employed
and a minimum investor threshold for ROI.
XXXXXXXXXXXX follows the same model, but it is differentiated by a reduced advertised required ROI of ~8%
versus the industry standard of ~12%, for similar capital employed.
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With XXXXXXXXXXXX’s ability to assume capital risk, based on projects available, XXXXXXXXXXXX’s internal
capital needs will be a less than those of its nearest competitor.

Market Pricing at XXX
Product / Service

XXX’s Price(s)

Range of competitor
prices (per unit)

Base Processing Fee

~1.00$$/Mscf

1.5-3$$/Mscf

Additional Capacity

~>1.00 $$ Mscf

Varies (2-3$$/Mscf)

Fractionation Spreads

Differential between

Industry Metrics

Liquids Processing

$$/m3, Heating Value

$$/m3, Heating Value

5.5

Promotion Strategy

XXXXXXXXXXXX will implement a number of activities to attract investors. Key activities include:


Talking with existing industry contacts through executive and board members



Establishing face-to-face meetings with commercial and joint-venture partners in active production and
development companies



Making investor presentations with industry advocates and associations such as CAPP, SEPAC and GPAC



Following through on contacts with vendors, suppliers and services companies where XXXXXXXXXXXX
principals have relationships



Using social media such as LinkedIn, Facebook and Twitter to build new contacts



Launching professional stakeholder engagement videos on YouTube



Advertisements in city, provincial, and national newspapers and pitching stories to industry writers



Active participation in industry associations
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6

Operations, Management and Staffing

6.1

Operations Processes

The primary areas of operations for XXXXXXXXXXXX will begin with establishing Greenfield developments; this
stage will include obtaining rights to operate in the natural gas plays and multi-jurisdictional clearances for moving
the product from the well head through initial treatment and processing and then on to either natural gas storage
or through to fractionation plants.
The second area of operations will involve construction of the various infrastructure required, which will include
pipelines, compressors, batteries and processing plants.
The third area involves the implementation of processes and the ongoing operations of the various types of
infrastructure.
XXXXXXXXXXXX’s advantage in these processes is their focus on internally executed projects managed by
executives with extensive operations and midstream experience and strategically outsourcing specialized services
with best-in-class professionals.
XXXXXXXXXXXX will focus on strategic relationships with companies active in the Western Canada Sedimentary
Basin and with Energy and Procurement companies in areas where Greenfield projects are required; the emphasis
will be on areas serving the future LNG market. Their projects will have good access to rail and roads, with the
caveat that there must be multiple routes to market available. The only time an exception to this requirement will
be considered is if contracted negotiations for developing a plant contain a risk-free clause regarding market
delivery.
XXXXXXXXXXXX will leverage off of its own networks, and that of its clients, for operational and maintenance
activities. The Company will pursue the opportunity to secure area assets from its customers to aid in contract
leverage and the ability to attract additional customers.

6.2

Procurement

Procurement of land and services are a significant component of business management for midstream suppliers.
This is the area where XXXXXXXXXXXX’s shared value business model will provide an advantage in stakeholder
relations. The company’s executive team have built strong relationships with members of various jurisdictional
bodies and understand the importance of open communications with First Nations peoples and residents in
communities that are affected by midstream operations.
Concerns about the environmental impact of the energy, and the changes working in “oilfields” creates in smaller
communities has created significant public, and in some cases political, resistance to further exploration and
development. Addressing those concerns and gaining approval to operate has become known as obtaining a social
licence.
XXXXXXXXXXXX will obtain a social licence through their shared value business model; the company will engage
with regulatory bodies from the conceptual stage onwards. Rather than providing evidence of why their approach
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is best for everyone, XXXXXXXXXXXX will incorporate ideas and review suggested strategies through an inclusive
consultation process with the intent of developing advocates within key groups.
This strategy will extend to all stakeholder groups as the company understands the importance of building
sustainable projects that strengthen communities. Their goal is to find ways of making stakeholders’ partners in
the project so the result is a project that benefits the community. That said, the company realizes that stakeholder
engagement is a time consuming process and that full agreement from all stakeholders is not likely to occur.
However, as pointed out previously XXXXXXXXXXXX will endeavor to make a substantial portion of the community
emotionally connected and thereby defenders of the project as they consider themselves co-owners
In terms of specialized service provider agreements and contracts, XXXXXXXXXXXX has a strong market advantage
as their executive team has well-established working relationships with Electrical and Controls Engineering firms,
Civil and Structural Engineering firms and Complex Process Engineering and rotating equipment specialists. In
addition, senior management personnel such as Project Managers and Project Engineers have well-developed and
mutually respectful working relationships with construction contractors, fabricators, field servicing companies and
field supervisors. Creating a shared value business operation with these providers will ensure the projects are
executed on time and on budget.
There is an old adage in business that it’s not what you know, but who you know. Who you know may open the
doors to negotiations, but ensuring that there is no “undercover advantage” in business contracts and agreements,
and providing transparent and accountable processes, builds stronger working relationships and creates a shared
value operating environment that is the foundation of sustainable and successful businesses.
XXXXXXXXXXXX has a procurement advantage through the principals’ extensive industry, government and
stakeholder connections, but more importantly, they will use this advantage to create transparent contracting and
agreement processes that demonstrate a commitment to creating shared values with all stakeholders.

6.3

Organizational Structure
Purposely deleted

6.4

Management Team

Mr XXXXXXXXXX, P.Eng. is the President and Chief Executive Officer of XXXXXXXXXXXX. With XX years of
experience in executive management Mr. XXX has a proven track record of entrepreneurial leadership. Through a
clear vision and strategic management of growth he consistently delivered margins in excess of 30% and used his
management and project engineering expertise for execution of projects in excess of $100 Million. In this position
he guided staff development and retention strategies that resulted in minimal turnover or attrition while building a
company from concept to over 100 employees.
Mr. XXX has managed budgeting and forecasting, field operations, project management, and facility engineering &
construction management while working with companies such as XXXXXXXX Engineering, XXXX Engineering,
Engineering, and XXX Engineering.
Mr. XXX has a proven track record of leadership, business acumen, strategic vision and successful operations
management. He understands the importance of lifelong learning in a professional field and has successfully
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completed numerous work related training programs. He also holds a certificate in Executive Management from
the Advanced Management Program at Harvard Business School.
All the members of XXXXXXXXXXXX’s executive team are continually involved in industry upgrading programs.
The Chief Financial Officer With nearly 20 years in the energy industry, The CFO provides in-depth knowledge of
energy commodities, risk management, capital markets and accounting/taxation requirements. His experience
with NGL’s, Frac Spreads (NGL margins) and the modelling of financial products in this area is based on his
executive position with a company holding more than $6 billion in assets and a portfolio of ~ 80 facilities. As the
previous CFO of an energy infrastructure business that grew from $40 million to $400 million market capitalization
in six years, before being acquired for $600 million, he oversaw several equity offerings and debt refinancing
activities. He has also played a key role in numerous acquisition and construction projects.
Mr. XXXXXXX, P.Eng. is the Vice-President of Engineering and Business Development. With more than XX years in
the industry, Mr. XXX is an expert in process engineering, operations, asset development and project development,
Mr. XXX has been the project manager/sponsor for projects ranging from $100-500 Million. He was the key
decision maker and influential in the $600 Million Taylor Midstream start-up.
Mr. XXX has extensive experience in positions ranging from Director of Engineering to process and plant
engineering, plant superintendent, process and maintenance superintendent, extraction operations and
engineering, as well as with business development and project execution. He has worked with XXXX Petroleum,
XXXXX Canada, XXXXX Energy, XXXXXXXX Gas Services, XXX, XXXXXX and XXXXXXX NGL Partnership

Mr. XXXXXXXX, P.Eng. will be the Vice-President of Operations. With XX years of experience ranging from
exploration, operations, production, strategic management and long term planning, to facilities engineering,
production engineering, exploration engineering, asset management and strategic planning. Mr. XXX has proven
expertise in Operations management, Operating expenditure planning, budget cycles and execution of strategic
and long term planning.
He has developed long range business plans with alternative investment strategies for assets in excess of 1,200
employees and an operating capacity of 155,000 BOE/d, with capital of $1.2Billion a year and net operating cost of
$0.9Billion a year. He has successfully managed the production of 28,000 BOE/d with operating expense of $150
Million. As a leader of an innovation team he delivered 20% in cost reductions and optimized infrastructure. His
accomplishments include adding $150 Million of book value with BC ultra-marginal royalty rate by facility
optimization/valuation as well as adding royalty credits through program optimization of the BC royalty program.
His experience also includes conducting evaluations on projects in NW Alberta & NE BC (ex. Montney, Horn River)
to position Husky in new resource plays. Mr. XXX has worked with Universal Industries, BAR Engineering and Husky
Energy.

Mr. XXXXXXXX, BSc will be the Vice-President of Commercial Development. His experience and knowledge
includes joint venture coordination and commercial management. Mr. XXX has been in charge of the commercial,
contractual, budgeting and strategic planning of a 450 MMscfd Deep Cut Extraction and Co-stream plant with
EBITDA of over $40 MM per annum. He has been responsible for training and leading commercial analyst teams as
well as management of the commercial, contractual, budgeting and strategic planning of 25 gas processing plants
in Central Alberta and North East British Columbia. He has also been responsible for all commercial, contractual
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and budgeting of 16 gas processing plants in the Central Alberta Area. Mr. XXX has worked for XXXXXXXXX Energy,
XXXXXXXX Energy Inc. and XXXXXX.

Mr. XXX will be the Chief Information Officer. With more than 17 years in the industry, ranging from engineering
firms to manufacturing operations, Mr. XXX will be in charge of Information Technology and Information Systems.
Rather than being involved in daily operations of the IT department, Mr. XXX will play a key role in executive
functions such as business strategy, revenue, and process/design management. He will play a key role in online
strategy as that is a significant area for business revenue generation and stakeholder relations. He has worked for
XXXXXXXXXXXX Engineering, XXXXXXXXXXXXXXXX, TCPL and XXXXXXXXXXX Manufacturing,

6.5

Staffing
Role

Total cost

Necessary
experience / in place

Office Manager

$60k

8-10 yrs
Start-up

Commercial /
Business
Development

$150k

10 yrs min.
Initial Contract

Production
Accounting

$100k

10 yrs min
Pre-Operations
Start

Project Manager

$150k

10 yrs min.
Pre-Initial Contract

Project Engineer

$120k

10 yrs. min.
Initial Contract

Design Lead

$150k

15 yrs. min.
Pre-Initial Contract

Designer

$100k

10 yrs min.
Initial Contract

IT/Document
Control
Various
Administrative Staff

$120k

8yrs min.
Initial Contract
5-10yrs min.
Various

$100k
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Specialist skills and/or qualifications
Office Administration
Human Resources
General Accounting Skills / Book
Keeping
P.Eng. various Disciplines or equivalent
General Management skills
Contract Administration skills
Commodities marketing skills
Process Engineering
P.Tech. various Disciplines or
equivalent
General Management skills
Production/Operations
Contract Administration skills
P.Eng. various Disciplines or equivalent
PMP preference
General Management skills
Procurement skills
Contract Administration skills
P.Eng. various Disciplines or equivalent
Research & Development considered
an asset
CET/P.Tech Eng. Preference
Advanced modeling expertise
Codes knowledge
Management Expertise
CET/P.Tech Eng. Preference
Advanced modeling experience
Codes knowledge
Networks
Hardware/Software combinations
Human resources
PA-Contracts
Front desk experience
People skills

6.6

Labour Market Issues

The company does not foresee any labour market issues. The shared value model of operations extends to
employees. The company recognizes that their strength lies in their ability to hire and retain people with the best
skills and commitment to corporate success. In order to achieve those goals the company will provide sustainable,
growth-oriented compensation and incentive packages.
In addition, the company values and rewards innovation and creative thinking, recognizing that great ideas
originate in individuals and not in the positions they hold. Strategies for sharing ideas and rewards for successful
implementation of innovative strategies will be part of the corporate culture at XXXXXXXXXXXX.
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7

Regulatory Issues

7.1

Intellectual Property Protection

No intellectual property protections are associated with this plan; however, XXXXXXXXXXXX’s project operating
procedures, that will produce higher volumes of product at half of standard industry costs, are proprietary
information.

7.2

Regulatory Issues

The company will need to complete a number of regulatory registrations including:


Incorporation



WCB, Services Canada, and Revenue Canada registration



Engineering Permits to Practice



OGC / ERCB Operating Approval



Surface Rights

They will also require


Professional Liability Insurance



Social License to Operate



Health Safety Environmental Procedures



Operational and Maintenance Process and Procedures.



Commercial Contracts
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8

Contingency Plan

8.1

Market Risks

The primary market risk is the low demand for natural gas and the effect that shale development in the US could
have on the demand for natural gas from Canada.

8.2

Other Risks

The midstream gas industry is a challenging business, and as with any start-up company XXXXXXXXXXXX faces a
number of risks in business development areas. The midstream operator risks can be summed up in three major
categories; Capital, Risk and Credit or more definitive ‘credit differential risk’ (XXXXXXXXXXXX’s cost of capital
verses its customers and peer groups.) The primary risks identified include, but are not restricted to the following
areas.


Volume Risk: Continued downward pressure on commodities and inflation pressure.
The company will mitigate this risk by requiring all contracts to a company minimum IRR structure to
protect against inflation and commodity fluctuation. A focus on superior project execution will minimize
exposure. Futures contracts may be leveraged to ensure that fluctuating commodity costs are mitigated
based on operational costs (natural hedge).
Although significant prolonged changes in natural gas prices could affect supply and demand, reducing
throughput on systems, and adversely affecting revenues and cash available to make ROI distributions
over the long-term, the company will implement recovery strategies. For example by recognizing that the
natural decline in production from existing wells in operation, XXXXXXXXXXXX will focus on replacing
declining production sites and maintaining levels of throughput on their systems. As any decrease in the
volumes of natural gas gathered could materially adversely affect business and operating results, the
company’s gas gathering agreements will contain provisions that can reduce the cash flow stability that
the agreements were designed to achieve.



Volume Risk: Access to associated liquid processing capacity limited by major players.
The company will address this risk through written contracts allowing producers the opportunity to
minimize associated exposure and share in commodity supply risk. Locating plants in areas with access to
market will mitigate this risk.



Volume Risk: Securing minimum ‘Take or Pay’ Contracts.
The company will mitigate this risk by ensuring all contracts are secured by a minimum of a mid-cap
production company with a solid land position and area infrastructure supported by existing supply and
deliverability contracts.



Capital Risk: Securing required senior personnel and human capital.
The company will mitigate this risk by leveraging its expertise and industry knowledge and contacts to
secure senior personnel as required.



Capital Risk: Ability to execute and secure required major contracts with strategic suppliers.
The liquids processing industry is very dynamic and competitive. With the emerging requirements for LNG
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and downstream specific requirements (i.e. – NOVA, etc.) liquids processing facility demand will increase
over time. XXXXXXXXXXXX intends to leverage off this need and mitigate the risk by including provisions
for processing liquids as a continuous improvement opportunity within their initial target infrastructure.
Additionally XXXXXXXXXXXX will draw on its strength in commercial negotiations and an ability to deliver
on time and on budget to form strategic alliances with downstream markets for liquid demand.


Capital Risk: Liability associated to internal execution.
XXXXXXXXXXXX will build in processes to work directly with all stakeholders; the company will institute
3600 evaluations of all executives and senior managers within the organization as well as with major
stakeholders in order to identify and correct any internal weaknesses. Contracts will be written so that
identified vendors will share in risk relative to their scope of supply.



Capital Risk: Increased general and administrative costs associated with internal project teams.
The strategies used to control capital costs with proven project management approaches will be
incorporated into internal management reviews as part of the corporate risk matrix, employee health and
safety risk matrix, and overall economic risk matrix processes. There will be an internal emphasis on
strong communication and collaboration. A detailed operating budget will be completed within the first
month of operations and will be revisited initially on a monthly basis and no less than quarterly and
updated appropriately.



Credit Risk: Undercapitalized, reduced cash flow available.
A detailed strategy for implementing the business plan will be developed within the first month of
operations. The company strategy will be revisited no less than quarterly and, in conjunction with the
regular budget reviews, any appropriate adjustments will be maintained to ensure cash flow projections.
As soon as initial contracts are secured additional reviews delimiting the amount of leverage the company
should take onto its balance sheet will be identified.



Credit Risk: XXXXXXXXXXXX’s cost of capital
XXXXXXXXXXXX will intentionally secure contracts with strong mid-cap or strategic large-cap production
companies. Utilizing the strength of the customer’s balance sheet and the terms of the supply contract
will ensure XXXXXXXXXXXX is able to access lower cost capital and, over time, direct access to debt
instruments to minimize XXXXXXXXXXXX’s midterm equity requirements.

8.3

S.W.O.T. Analysis

There are a number of factors that will ensure XXXXXXXXXXXX’s success, and some factors that could be a
challenge for the company. The brief analysis that follows is a high level overview of the strengths, weaknesses,
opportunities and threats that can influence the company’s success.
Strengths


This is a highly experienced team of professionals with proven excellence in designing, implementing and
operating gas gathering systems and natural gas treatment plants.



The in-house Project Engineering and Project Management approach will control costs and ensure the
company meets in targets and allow the company to enter into shared risk agreements with minimal risk
to the company’s IRR.
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The lean operations processes implemented by the company will cut gathering and treatment costs by up
to 50% over industry peers.

Weaknesses


As a new midstream company the principals will need to draw on their existing relationships in the
industry for financing and operations agreements. While this is an advantage due to the extent and
quality of their professional reputations and relationships, it also means the company will be somewhat
vulnerable until their first project is proven to be cost effective and the returns are at the levels stated.

Opportunities


The companies currently operating in the midstream sector do not have the in-house expertise to manage
the changes that are part of everyday operating procedures in this complex industry, and are not
equipped to manage the significant changes that will be required when the Duvernay and Montney Plays
come into full operation in order to meet projected LNG demands.



XXXXXXXXXXXX is well positioned to enter this industry and to develop and implement the infrastructure
and operations processes that will be required to meet projected demands – at lower costs with shared
risk and guaranteed ROIs.

Threats


Failure to secure the financing needed to start-up this company will mean a significant loss of innovation
and expertise that will help turn the struggling midstream services into a value-added sector that will
increase the value of the Canadian natural gas industry.
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9

Implementation Plan

The following plan provides a guideline for activities over the five years.
Date

Action

Year 1: Initiate company activities, detailed budget and metrics for tracking, market intelligence activities,
execute Master Service agreements and invitations to tender with key stakeholders, secure first contract,
develop internal project team(s)/controls.
Year 2: Primary focus on executing on contracts and securing further contracts. Negotiate with lenders for debt
financing to minimize equity requirements.
Year 3: Estimated first production, further contract generation, and generation of cash flow. Secure long term
debt facilities.

Year 4-5: Target for established operations, continued renewal contract generation, target for proving Return on
Investment and transition to long term bank financing, and potential for IPO positioning.
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Financial Plan

10.1 Pro-Forma Income Statement
ASSETS
Current As s ets

Starting Balance

2014

2015

2016

2017

2018

$

0

100,500,000

144,950,000

319,265,691

376,162,178

442,307,696

Ca s h

$

0

100,500,000

144,950,000

319,265,691

376,162,178

442,307,696

Accounts Recei va bl e

$

0

0

0

0

0

0

Inventory

$

0

0

0

0

0

0

Other As s ets

$

0

0

0

0

0

0

Fi xed As s ets

0

40,000,000

110,000,000

120,000,000

80,000,000

40,000,000

Fi xed As s ets

$

0

50,000,000

150,000,000

200,000,000

200,000,000

200,000,000

Accumul a ted Depreci a tion

$

0

10,000,000

40,000,000

80,000,000

120,000,000

160,000,000

0

140,500,000

254,950,000

439,265,691

456,162,178

482,307,696

Starting Balance

2014

2015

2016

2017

2018

Current Assets + Fixes Assets

LIABILITIES
Li a bi l i ties

$

0

0

0

0

0

0

Accounts Pa ya bl e

$

0

0

0

0

0

0

Ta xes Pa ya bl e

$

0

0

0

0

0

0

Due to Sha rehol ders

$

0

0

0

0

0

0

Opera ting Loa ns Pa ya bl e

$

0

0

0

0

0

0

Term Loa ns & Mortga ges

$

0

0

0

0

0

0

Owner's Equi ty

$

0

140,500,000

254,950,000

439,265,691

456,162,178

482,307,696

Pa i d-i n Ca pi tal

$

0

155,000,000

305,000,000

505,000,000

505,000,000

505,000,000

Retai ned Ea rni ngs

$

0

-14,500,000

-50,050,000

-65,734,309

-48,837,822

-22,692,304

Liabilities + Owner's Equity

$

0

140,500,000

254,950,000

439,265,691

456,162,178

482,307,696
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10.2 Five Year Projected Annual Cash Flow Statement
CASH INFLOWS

2014

2015

2016

2017

2018

Ca s h Recei pts

0

0

43,800,000

97,936,600

109,897,704

Inves tment

155,000,000

150,000,000

200,000,000

0

0

Total Cash Inflows

155,000,000

150,000,000

243,800,000

97,936,600

109,897,704

2014

2015

2016

2017

2018

0

1,050,000

17,115,309

34,375,921

34,702,535

4,500,000

4,500,000

2,369,000

2,440,070

2,513,272

0

0

0

0

0

50,000,000

100,000,000

50,000,000

0

0

0

0

0

4,224,122

6,536,379

54,500,000

105,550,000

69,484,309

41,040,113

43,752,186

2014

2015

2016

2017

2018

100,500,000

44,450,000

174,315,691

56,896,487

66,145,518

0

100,500,000

144,950,000

319,265,691

376,162,178

100,500,000

144,950,000

319,265,691

376,162,178

442,307,696

CASH OUTFLOWS
Opera ting Expens es (OPEX)
Overhea ds
Ca pi tal to Sha rehol ders
Ca pex
Pa yment for Income Ta xes
Total Cash Outflows

NET RESULT
Increa s e/Decrea s e i n Ca s h
Begi nni ng Ca s h Ba l a nce
Closing Cash Balance

5 Year Cash Flow
500,000,000

450,000,000
400,000,000

350,000,000
300,000,000

Total Cash Inflows

$ 250,000,000
200,000,000

Total Cash Outflows
Closing Cash Balance

150,000,000
100,000,000
50,000,000
0
2014

2015

2016

2017

2018
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10.3 Income Statement Five Years

INCOME

2014

2015

2016

Net Sa l es

0

0

43,800,000

97,936,600 109,897,704

Total Revenues

0

0

43,800,000

97,936,600 109,897,704

Opera ting Expens es (OPEX)

0

1,050,000

17,115,309

34,375,921

34,702,535

Gross Margin

0

-1,050,000

26,684,691

63,560,679

75,195,169

EXPENSES

2014

2015

2016

2017

2018

Overhea ds

4,500,000

4,500,000

2,369,000

2,440,070

2,513,272

Depreci a tion

10,000,000

30,000,000

40,000,000

40,000,000

40,000,000

Total Expenses

14,500,000

34,500,000

42,369,000

42,440,070

42,513,272

2014

2015

2016

2017

2018

-14,500,000

-35,550,000

-15,684,309

21,120,609

32,681,897

NET RESULT
Net Income Before Ta xes
Les s : Income Ta xes
Net Income

2017

2018

0

0

0

4,224,122

6,536,379

-14,500,000

-35,550,000

-15,684,309

16,896,487

26,145,518
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APPENDIX A: Financial Assumptions

11.1 Revenue Assumptions
Annual Revenue
120,000,000

100,000,000
80,000,000

Contract #3
$

60,000,000

Contract #2

40,000,000

Contract #1

20,000,000

0
2014

REVENUE ASSUMPTIONS
Tota l Revenues

2015

2016

2017

2018

2014

2015

2016

2017

2018
109,897,704

0

0

43,800,000

97,936,600

Contra ct #1

0

0

43,800,000

43,800,000

0

Contra ct #2

0

0

0

54,136,600

54,136,600

Contra ct #3

0

0

0

0

55,761,104

Total Revenues

0

0

43,800,000

97,936,600

109,897,704

Total Revenues


Contract #1 - Assumptions to be added.



Contract #2 - Assumptions to be added.



Contract #3 - Assumptions to be added.
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11.2 Operating Expenses (OPEX) Assumptions

Annual Operating Expenses (OPEX)
40,000,000
35,000,000
30,000,000
25,000,000

OPEX - unallocated

$ 20,000,000

Premises @ First Production

15,000,000

Staff Wages

10,000,000
5,000,000
0

2014

2015

2016

2017

2018

Operating Expenses (OPEX)

2014

2015

2016

2017

2018

Staff Wages
Premi s es @ Fi rs t Producti on
OPEX - unal l ocated

0
0
0

1,050,000
0
0

1,081,500
1,200,000
14,833,809

1,113,945
1,200,000
32,061,976

1,147,363
1,200,000
32,355,172

Total Operating Expenses (OPEX)

0

1,050,000

17,115,309

34,375,921

34,702,535

Comments on Operating Expenses (OPEX) Assumptions
Staff Wages – From Year 2, based on:
Position

Annual
Salary
Office Manager
60,000
Commercial/Business Development
150,000
Production Accounting
100,000
Project Manager
150,000
Project Engineer
120,000
Design Lead
150,000
Designer
100,000
IT/Doc Control
120,000
Various Admin
100,000
Total 1,050,000



Staff Wages annual increase of 3%.



Premises @ First Production –From Year 3 premises requirement estimated at 30,000 sq. ft. @ $40.00/sq.
ft.



OPEX – Unallocated – Assumptions to be added.
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11.3 Overhead Assumptions

Annual Overhead Costs
5,000,000

4,500,000
Other Overheads

4,000,000

3,500,000
3,000,000
$ 2,500,000
2,000,000

Executive Salaries

1,500,000
1,000,000
500,000

Premises @ Start Up

0
2014

2015

2016

Overhead Assumptions

2014

2015

2016

2017

560,000

560,000

0

0

0

Executi ve Sal ari es

2,300,000

2,300,000

2,369,000

2,440,070

2,513,272

Other Overheads

1,640,000

1,640,000

0

0

0

Total Overheads

4,500,000

4,500,000

2,369,000

2,440,070

2,513,272

Premi s es @ Start Up

2018

Comments on Overhead Assumptions


Premises @ Start-up –Year 1 & Year 2 only premises requirement estimated at 14,000 sq. ft. @ $40.00/sq.
ft.



Executive Salaries – From Year 1, based on:

Position

Annual
Compensation

President/CEO
VP Engineering/Business Development
VP Operations
VP Commercial Development
Chief Financial Officer
Chief Information Officer
VP Corporate Development
Total

500,000
400,000
300,000
250,000
350,000
250,000
250,000
2,300,000



Executive Salaries annual increase of 3%.



Other Overheads – Assumptions to be added
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11.4 Sources of Funding
TOTAL
2014

TOTAL
2015

TOTAL
2016

TOTAL
2017

TOTAL
2018

155,000,000

150,000,000

200,000,000

0

0

SOURCES OF FUNDING
Inves tment

XXXXXXXXXXXX will seek the following funding:


Start-up: $2-5 M: 1st year operations and infrastructure setup based upon financing in place for first
contract $150 M. The estimated first contract executed is to be established and commitments for long
lead equipment securing of $50-100 M.



2nd year of operation: $100-150 M: Continued operations, securing all major equipment and securing
land for field operations. Secure all major services and operations staff. Field construction begins on 1st
project. Secure second major project.



3rd year of operations: $100-200 M: Commissioning and start-up, First Production, 2nd project major
equipment and services. 3rd Project. Credit facilities based on existing and future operations.

11.5 Other Uses of Funding
USES OF FUNDING

2014

2015

2016

2017

2018

2019

Ca pi ta l to Sha rehol ders

0

0

0

0

0

0

Di vi dends / Ea rni ngs Sha rehol ders

0

0

0

0

0

0

50,000,000

100,000,000

50,000,000

0

0

0

0

0

0

4,224,122

6,536,379

0

Ca pex
Pa yment for Income Ta xes

Comments on Uses of Funding


Capital to Shareholders Dividends / Earnings Shareholders – I Begin in Year 5



The business expects to Capex expenditure of $50MM in Year 1; $100MM in Year 2 and $50MM in Year 3.



Capex to be depreciated over 5 years.



Corporate taxes are calculated on the basis of 20%.
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APPENDIX B: References

12.1 Industry and Market References
Midstream Update
http://www.tphco.com/Websites/tudorpickering/Images/Reports%20Archives/TPH_Midstream_Update_and_Pri
mer_11-14-08_website.pdf
The Three Oil and Gas Markets
http://setxind.com/midstream/energy-markets-what-is-midstream/
Alberta Oil: Opportunities Arise for New Midstream Companies
http://www.albertaoilmagazine.com/2013/08/midstream-gas-market-veresen-inc/
National Energy Board: Short Term Canadian Gas Deliverability Fact Sheet
http://www.neb.gc.ca/clf-nsi/rnrgynfmtn/nrgyrprt/ntrlgs/ntrlgsdlvrblty20132015/fctsht1312-eng.html
Oil and Gas Overview Midstream Part 1
http://finance.yahoo.com/news/oil-gas-industry-overview-midstream-163904366.html
Financial Post: Oilfield services hope Canada’s LNG boom will lift the industry
http://business.financialpost.com/2013/09/26/oilfield-services-hope-lng-will-lift-the-industry/?__lsa=943a-6206
EIA Natural Gas Pipelines
http://www.eia.gov/pub/oil_gas/natural_gas/analysis_publications/ngpipeline/process.html
Province of Alberta
http://environment.alberta.ca/02266.html
Petroleum Services Association of Canada
http://www.psac.ca/business/industry-overview/
Creating Shared Value
http://hbr.org/2011/01/the-big-idea-creating-shared-value
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12.2 Additional Information
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