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DISCLAIMER
Directors' Circular
This document summarizes certain information which is included in Inter Pipeline's Directors' Circular dated March 8, 2021 (the "Directors' Circular"). The Directors' Circular is available for review at www.interpipline.com and on SEDAR at www.sedar.com. This document is
qualified in its entirety by the more detailed information appearing in the Directors' Circular. The Directors' Circular should be read carefully and in its entirety as it provides important information regarding Inter Pipeline and the Hostile Bid. Capitalized terms used but not
defined in this document have the meanings ascribed to them in the Glossary attached as Appendix "C" to the Directors' Circular or elsewhere in the Directors' Circular.
Cautionary Note Regarding Forward Looking Statements
Certain information contained herein constitutes forward-looking statements and information (collectively, "forward-looking statements") within the meaning of applicable securities legislation that involve known and unknown risks, assumptions, uncertainties and other factors.
Forward-looking statements often contain terms such as "may", "will", "should", "anticipate", "expects" and similar expressions. Readers are cautioned not to place undue reliance on forward-looking statements. Such statements reflect the current views of Inter Pipeline with
respect to future events and are subject to certain risks, uncertainties and assumptions that could cause Inter Pipeline's results to differ materially from those expressed in the forward-looking statements. In particular, but without limiting the foregoing, this document contains
forward-looking statements pertaining to, and the Company has made certain assumptions regarding, among other things: the Strategic Review to maximize shareholder value that may be available to the Company and the Company's ability to identify and consummate such
alternatives; the completion of HPC and the anticipated cash flow step change in 2022 and long-term Adjusted EBITDA generation from HPC; that the continued execution of the Company's stand-alone strategy will provide Shareholders with the opportunity to benefit from
material value creation and the forwarding-looking statements and financial outlooks contained in the Directors' Circular under the heading "Cautionary Statement on Forward-Looking Statements" and "Financial Outlooks". Factors that could cause actual results to vary from
forward-looking statements or may affect the operations, performance, development and results of Inter Pipeline's businesses include, among other things, risks and assumptions associated with operations, such as Inter Pipeline's ability to successfully implement its strategic
initiatives and achieve expected benefits therefrom, including: the further development of its projects and facilities; assumptions concerning operational reliability; the potential delays of and increased costs of construction projects (including Heartland Petrochemical Complex)
and future expansions of Inter Pipeline's assets; the possibility that Inter Pipeline is unable to identify or consummate any acceptable strategic alternatives; the realization of the anticipated benefits of acquisitions and other projects Inter Pipeline is developing; the timing,
financing and completion of acquisitions, transactions or other projects Inter Pipeline is pursuing; risks inherent in Inter Pipeline's Canadian and foreign operations; risks associated with the failure to finalize formal agreements with counterparties in circumstances where letters
of intent or similar agreements have been executed and announced by Inter Pipeline; Inter Pipeline's ability to generate sufficient cash flow from operations to meet its current and future obligations; Inter Pipeline's ability to maintain its current level of cash dividends to its
shareholders; Inter Pipeline's ability to access sources of debt and equity capital; Inter Pipeline's ability to make capital investments and the amounts of capital investments; Inter Pipeline's ability to maintain its credit ratings; the availability and price of labour, equipment and
construction materials; the status, credit risk and continued existence of counterparties having contracts with Inter Pipeline and its affiliates and their performance of such contracts; competitive factors, pricing pressures and supply and demand in the oil and gas
transportation, natural gas liquids processing and bulk liquid storage industries; increases in maintenance, operating or financing costs; availability of adequate levels of insurance; difficulty in obtaining necessary regulatory approvals or land access rights and maintenance of
support of such approvals and rights; risks of war, hostilities, civil insurrection, instability and political and economic conditions in or affecting countries in which Inter Pipeline and its affiliates operate; severe weather conditions and risks related to climate change; terrorist
threats; risks associated with technology and cyber security; availability of energy commodities; volatility of and assumptions regarding prices of energy commodities; fluctuations in currency and interest rates; changes in laws and regulations, including environmental,
regulatory and taxation laws, and the interpretation of such changes to Inter Pipeline's business; the risks associated with existing and potential or threatened future lawsuits and regulatory actions against Inter Pipeline and its affiliates; general economic and business
conditions; the effects and impacts of the COVID-19 pandemic as further described in Inter Pipeline's reports and filings, the extent and duration of which are uncertain at this time, on Inter Pipeline's business and general economic and business conditions and markets, and
such other risk factors, assumptions and uncertainties described from time to time in Inter Pipeline's reports and filings with the Canadian securities regulatory authorities including in the Directors' Circular and in Inter Pipeline's most recent MD&A and Annual Information
Form, and other documents it files from time to time. You can find these documents by referring to Inter Pipeline's profile on SEDAR (www.sedar.com). Such information, although considered reasonable by Inter Pipeline at the time of preparation, may later prove to be
incorrect and actual results may differ materially from those anticipated in the statements made. For this purpose, any statements that are not statements of historical fact are deemed to be forward-looking statements. The forward-looking statements contained in this
document are made as of the date of this document, and, except to the extent required by applicable law, Inter Pipeline assumes no obligation to update or revise forward-looking statements made herein or otherwise, whether as a result of new information, future events, or
otherwise. The forward-looking statements contained in this document are expressly qualified by this cautionary note.
Non-GAAP Financial Measures
This document contains references to "EBITDA", "Adjusted EBITDA", "adjusted funds from operations per share" or "AFFOPS", "enterprise value", "funds from operations per share", and "payout ratio" These financial measures do not have standardized meanings prescribed
by Canadian generally accepted accounting principles ("GAAP" and therefore may not be comparable to similar measures presented by other entities. Investors are cautioned that non-GAAP financial measures should not be construed as alternatives to other measures of
financial performance calculated in accordance with GAAP. The foregoing non-GAAP financial measures are provided to assist investors with their evaluation of Inter Pipeline, including their assessment of its ability to generate cash and fund monthly dividends. Management
considers these non-GAAP financial measures to be important indicators in assessing its performance. Since certain non-GAAP financial measures may not have a standardized meaning, securities regulations require that non-GAAP financial measures are clearly defined,
qualified and reconciled with their nearest GAAP measure. See the "Non-GAAP Financial Measures" section in the Directors' Circular and in Inter Pipeline's most recently filed MD&A for further information on the definition, calculation and reconciliation of non-GAAP financial
measures.
Market Data
This document contains statistical data, market research and industry forecasts that were obtained from government, stock exchange or other industry publications and reports or based on estimates derived from such publications and reports and management's knowledge
of, and experience in, the markets in which Inter Pipeline operates. Government and industry publications and reports generally indicate that they have obtained their information from sources believed to be reliable, but do not guarantee the accuracy and completeness of
their information. Often, such information is provided subject to specific terms and conditions limiting the liability of the provider, disclaiming any responsibility for such information, and/or limiting a third party's ability to rely on such information. None of the authors of such
publications and reports has provided any form of consultation, advice or counsel regarding any aspect of, or is in any way whatsoever associated with, Inter Pipeline. Further, certain of these organizations are advisors to participants in the energy infrastructure industry, and
they may present information in a manner that is more favourable to that industry than would be presented by an independent source. Actual outcomes may vary materially from those forecast in such reports or publications, and the prospect for material variation can be
expected to increase as the length of the forecast period increases. While Inter Pipeline believes this data to be reliable, market and industry data is subject to variations and cannot be verified due to limits on the availability and reliability of data inputs, the voluntary nature of
the data gathering process and other limitations and uncertainties inherent in any market or other survey. Accordingly, the accuracy, currency and completeness of this information cannot be guaranteed. Inter Pipeline has not independently verified any of the data from third
party sources referred to in the Directors' Circular or ascertained the underlying assumptions relied upon by such sources.
Information Regarding Brookfield
This document also includes information relating to Brookfield. This information was derived from and the Inter Pipeline Board and Inter Pipeline have relied on, without independent verification, the Brookfield Circular and other publicly available documents, as well as certain
other third-party sources. A Registration Statement under the U.S. Securities Act, which covers the BIPC Shares to be offered to Shareholders pursuant to the Hostile Bid that are residents of the United States and the BIP Units that such BIPC Shares are exchangeable for,
has been filed with the SEC on Form F-4. The Registration Statement, including exhibits, is available to the public free of charge at the SEC's website under BIPC's and BIP's filings at www.sec.gov. Neither the Inter Pipeline Board nor Inter Pipeline has independently verified
or assumes any responsibility for the accuracy or completeness of the information contained in any such documents or provided by any such third-party sources or for any failure by Brookfield to disclose events that may have occurred or that may affect the significance or
accuracy of any such information.
Credit Ratings
Credit ratings are intended to provide investors with an independent measure of credit quality of an issue of securities. Credit ratings are not recommendations to purchase, hold or sell securities and do not address the market price or suitability of a specific security for a
particular investor. There is no assurance that any rating will remain in effect for any given period of time or that any rating will not be revised or withdrawn entirely by a rating agency in the future if, in its judgment, circumstances so warrant.
Currency
All dollar values are expressed in Canadian dollars unless otherwise noted.
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REJECT BROOKFIELD’S HOSTILE BID

IPL’S BOARD OF DIRECTORS UNANIMOUISLY
RECOMMENDS THAT SHAREHOLDERS REJECT
BROOKFIELD’S HOSTILE BID

DO NOT TENDER YOUR SHARES

NO ACTION IS REQUIRED TO REJECT THE HOSTILE BID
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REJECT BROOKFIELD’S HOSTILE BID
The Board of Directors recommendation to reject is based on:
1. The hostile bid is highly opportunistic and does not reflect IPL’s full and fair value
2. IPL’s stand-alone plan is worth substantially more than the hostile bid

3. A strategic review of alternatives is already underway
4. There are significant risks to the value of the share consideration being offered by Brookfield

5. IPL has taken a leadership role in ESG
6. The hostile bid is highly conditional

The Board of Directors unanimously concluded that
the hostile bid is inadequate
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HOSTILE BID UNDERVALUES IPL’S BUSINESS
▪

Hostile bid is timed to take advantage of a historical low in IPL’s share price
✓

IPL shares have not traded at $16.50 per share on a sustained basis for ~10 years; prior to
the impact of COVID-19

✓

Brookfield has advertised to its investors that they see the opportunity to buy public energy
infrastructure companies which have “traded at substantial discounts to their intrinsic value”

$40

$40.00

Prior to COVID-19, IPL traded above
$22 per share on a sustained basis

IPL Price ($C)*

$35

$35.00

$30

$30.00

$25

$25.00

$20

$20.00

$15

Face Value of Undervalued Hostile Bid

$10
$5
2011
*Source: Bloomberg

$15.00

Brookfield begins accumulating shares

$10.00

$5.00

2013

2015

2017

2019

2021
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HOSTILE BID DOES NOT REFLECT TRUE VALUE
Hostile bid values IPL well below peers and ignores future growth
✓

Offer represents ~18%* valuation discount to closest energy infrastructure peers

✓

TD Securities and J.P. Morgan, two respected financial institutions, have delivered opinions
that the consideration to IPL shareholders is inadequate, from a financial point of view
Hostile Bid Undervalues IPL*

IPL has Industry Leading Secured Growth*

18%

P / 2023 AFFOPS

10.0x
9.0x

8.0x

8.3x

Peer Median: 8.1x
8.1x
8.0x

8.8x

15%

6.6x

6.0x
5.0x

4.0x
IPL

8%

9%
6%
3%

5%

Peer Median: 1.1%
1%

1%

0%

(3%)
Peer 1 Peer 2 Peer 3 Peer 4 Peer 5

13%

12%

7.2x

7.0x

2020-2023 AFFOPS
CAGR

▪

(1%)
Peer 1 Peer 2 Peer 3 Peer 4 Peer 5

IPL

IPL has high-quality assets and sector leading
per-share cash flow growth
*Source: FactSet; IPL metrics are based on $16.50 per share face value of hostile bid; P / 2023 AFFOPS and AFFOPS CAGR based on price and estimates as at close on March 3,
2021; peers include: TC Energy, Enbridge, Pembina Pipeline, Gibson Energy, and Keyera; for more information, please see page 20 in Directors’ Circular
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HOSTILE BID IGNORES IMPROVING CONDITIONS
▪

Hostile bid does not reflect dramatically improving energy and petrochemical
industry fundamentals

+50%

~90%

WTI crude oil price

Polypropylene (PP) to propane spread**
Since Early November 2020

Since Early November 2020

$2,500

$60
$40

$61
$20

$39
$19

$0

US$ per Tonne**

US$ per Barrel*

$80

$2,000

$1,500
$2,450

$1,000
$500

$1,100

$1,300

$0
Mar. 2020 Lows
Around the Time
Brookfield Starts
Buying

Early Nov.
Brookfield First
Proposes
Acquisition

Current

Mar. 2020 Lows
Around the Time
Brookfield Starts
Buying

Early Nov.
Brookfield First
Proposes
Acquisition

Current

Value of key commodities have strengthened significantly
*Source: Bloomberg
**PP to propane spread based on the North American index PP price and Edmonton propane price (adjusted for propane to polypropylene yield of 1.2x)
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HOSTILE BID IGNORES EBITDA GROWTH
$450-$500
million
from HPC
$962 million

$524 million

2011A

2020A

Long Term

Since last trading at $16.50 per share in 2011, IPL has grown annual
adjusted EBITDA by more than 80%
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BUSINESS POSITIONED FOR SUCCESS
2020 Adjusted EBITDA
Commodity-based

▪

Shareholders already own a highquality business that is worth more
than the hostile bid
✓

Fee-based

$962
Million

Diversified asset portfolio that generates

long-term and predictable cash flow
✓

90%
Contracted

Cash flows are underpinned by highquality counterparties

✓

Investment grade credit ratings from
DBRS and S&P

Cost-of-service
✓

Commitment to maintaining financial

Contracted

strength and flexibility while delivering

Commodity-based

growth strategy

IPL is positioned to reap the benefits of years of disciplined planning
and steadfast execution
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HPC VALUE NOT PROPERLY REFLECTED IN
HOSTILE BID
▪

HPC is IPL’s largest growth project
✓

Approximately 80% of forecast project
spend already incurred

✓

Expected to be mechanically complete by

the end of 2021
✓

▪

Target in-service date of early 2022

HPC will enhance cash flow and
leverage profile to drive meaningful
shareholder value
✓

Approximately $450-$500 million of long-

term average annual EBITDA
▪

Demonstrated industry leadership
with the successful execution of HPC
amid COVID-19
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MEANINGFUL DIVIDEND GROWTH POTENTIAL
IPL has the lowest payout ratio amongst its peers and with HPC almost
complete, there is meaningful potential upside for shareholders
✓

As HPC begins generating cash flow in 2022, IPL expects to have materially higher
dividend growth potential than its peers and Brookfield, even when paying down debt
90%

Peer Median: 60.6%

80%
70%
Current Payout Ratio*

▪

65%

65%
61%

57%

60%
50%

65%

45%

40%

30%

26%

20%
10%
0%

Peer 1

Peer 2

Peer 3

Peer 4

Peer 5

BIP-U

IPL

*Source: public Q4 2020 financial statements; payout ratio is a non-GAAP financial measure calculated by dividing the current annualized dividend by funds from operations;
peers include: TC Energy, Enbridge, Pembina Pipeline, Gibson Energy and Keyera; for more information, please see page 26 in Directors’ Circular
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BUSINESS PLAN IS FULLY FINANCED
▪

▪

Significant credit capacity available
✓

Approximately $2.1 billion available on committed credit facilities

✓

No maturities of long-term bonds prior to the completion of HPC

Balance sheet remains strong with investment grade credit ratings
✓

Net debt to total capitalization ratio is more than 20% below the threshold under bank
credit facilities
Available Liquidity on
Committed Credit Facilities*

Consolidated Net Debt to
Total Capitalization Covenant*
$2,456

$2,500

70%

$2,000

$C MM

80%

$1,482

$1,500

60%

$1,013

$1,000
$587

50%
$560

$500

40%

$0

30%
2016

*As at December 31, 2020

Maximum Financial Covenant 65%

2017

2018

2019

2020

2016

2017

2018

2019

2020
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STRATEGIC REVIEW OF ALTERNATIVES UNDERWAY
▪

Special committee formed to explore
alternatives to maximize shareholder
value
✓

Comprised of 100% independent Board

members
✓

Board recommends that shareholders wait
to see what other value-enhancing

alternatives may be available
✓

Comprehensive data room has been
established

✓

IPL is well positioned to be an energy
infrastructure leader in western Canada
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VALUE OF SHARE CONSIDERATION UNCERTAIN
▪

The value of the share consideration offered (BIPC) is uncertain and may be
subject to meaningful selling pressure if the hostile bid is completed
✓

Brookfield in its sole discretion and at any time can force the redemption of BIPC shares in
exchange for the lower priced BIP units on a one-for-one basis

✓

The redemption offer may only be $15.85* per share compared with Brookfield’s face value
of $16.50 as BIP units have traded at a significant discount to BIPC shares

$105
$95

Price ($C)**

$85

Value of the shares Brookfield
proposes to give IPL shareholders

$75
$65

$55
$45

Value of the shares assuming Brookfield
unilaterally exercises its redemption right

$35
Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21
BIP-U
BIPC
*Based on the spread between BIP-U and BIPC on February 10, 2021, the last trading day before Brookfield announced its intention to make the hostile bid
**Source: Bloomberg
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IPL HAS TAKEN A LEADERSHIP ROLE IN ESG
▪

▪

*Source: IHS Markit
**Source: Third-party life cycle assessment

Committed to building a sustainable
future
✓

Will establish long-term corporate ESG
targets in 2021

✓

Committed to support a low carbon future

HPC delivers a sustainable
commercial opportunity
✓

PP produced from HPC is a fully recyclable
plastic

✓

GHG footprint ~65% lower than the global
average*

✓

By-product hydrogen can be used as fuel
gas, reducing GHG emissions by ~130,000
tonnes per year

✓

Converting propane to PP prevents one
million tonnes of C02e emissions from
entering the atmosphere annually**
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HOSTILE BID IS HIGHLY CONDITIONAL
▪

Brookfield has an unfair option to
withdraw or proceed with its offer in
its sole discretion
✓

Hostile bid has over 35 subjective

conditions and sub-conditions that provide
broad discretion in favour of Brookfield
✓

Brookfield’s potential lack of commitment to

the hostile bid is shown by its decision to
identify only Bison Acquisition Corp. as the
offeror
✓

No other Brookfield entity other than Bison
Acquisition Corp. has signed the Brookfield
circular
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REJECT BROOKFIELD’S HOSTILE BID
IPL’s Board of Directors unanimously recommends that shareholders reject
Brookfield’s hostile bid and not tender their shares
1. The hostile bid is highly opportunistic and does not reflect IPL’s full and fair value
2. IPL’s stand-alone plan is worth substantially more than the hostile bid

3. A strategic review of alternatives is already underway
4. There are significant risks to the value of the share consideration being offered by Brookfield

5. IPL has taken a leadership role in ESG
6. The hostile bid is highly conditional

TO REJECT THE HOSTILE BID, SIMPLY TAKE NO ACTION
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QUESTIONS AND ASSISTANCE
If you have questions or require assistance, IPL’s Board of Directors recommends
that you contact Kingsdale Advisors, the information agent and strategic
shareholder advisor retained by IPL.

If you have already tendered your common shares to the hostile bid, you can
withdraw your common shares by contacting your broker or Kingsdale Advisors.

North American Toll-Free Phone Call: 1-877-659-1820
E-mail: contactus@kingsdaleadvisors.com
Outside North America, Banks and Brokers Call Collect: 1-416-867-2272
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