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INTRODUCTION
Dear friends and colleagues,
It is our pleasure to provide an update on CPPIB’s recent activities and share a few perspectives as we look forward
to 2019. As we close the year, it is notable that CPPIB renewed our 2025 long-term strategy this year. We now
set course towards 2025 with a revised roadmap for where we will focus and how we operate as an investment
organization. A stronger focus on emerging markets and a dedicated effort towards incorporating the role of data
and technology in what we do are just a few of the key themes that have emerged from this comprehensive strategy
review. As the Energy & Resources (“E&R”) team1 aligns around 2025, our program will continue to grow and evolve
as we expand our portfolio globally and launch a new investment strategy around Innovation, Technology & Services.
The North American energy headlines have been dominated by market access, policy and capital availability considerations.
As management teams and investors walk the tight rope of balancing short-term returns and long-term stakeholder
demands, we observe a secular, long-term opportunity to invest around global energy transition. While volatile
commodities and capital markets react to the increasing pace of renewables penetration, faster adoption rates of electric
vehicles and near-term supply-shocks, policy-makers, industry and investors are increasingly reorienting themselves to
a new world order focused on returns over growth and optimization over speed. We believe this dynamic creates an
attractive opportunity for patient and flexible capital. For instance, although North American energy equity issuances
have fallen 63% from $37 billion to $13 billion from 2010 to 2018YTD, we see increasing competition for sought-after
energy infrastructure assets from yield focused investors. As we direct our talent, time and capital, we will focus on
forging long-term partnerships with leading industry players, creating alliances with like-minded partners and investing
with conviction around key energy transition themes. These key themes include:

1. Global energy demand will grow.
2. The world will decarbonize.
3. Energy infrastructure will recalibrate globally.
4. Efficient traditional energy sources will continue to be important.

GLOBAL ENERGY DEMAND WILL GROW
We believe in energy transition. We accept the dire consequences of not addressing climate change and embrace the
shift towards renewable energy. We also accept that, although global energy demand growth is slowing to less than
1% per annum, annual global primary energy demand will increase 26% by 2050 to 718 MM TJ2. India, China and Africa
will account for 70% of the energy demand growth between 2030 and 2050 alone. During that same time period,
OECD Americas and Europe decline in energy demand by 9%2. These trends will have a profound impact on global
energy trade. In particular, as key emerging markets continue to electrify, adopt electric and autonomous vehicles and

The Natural Resources Group changed our name to Energy & Resources Group to better reflect our investment focus across multiple sectors
across the greater energy transition theme. This was done commensurate with our Group moving from the Private Investments Department to
the Real Assets Department.
2
Source: McKinsey & Company / CPPIB energy transition study.
1
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modernize their economies, the majority of energy demand increase is a result of growing electricity demand. This
increase will primarily be served by the growing role of solar and wind, but we do believe in the growing importance
of natural gas in the overall energy supply mix. There are wide ranging opinions on the pace of transition which will
create numerous opportunities for investors that hold a view on how the energy supply matrix will evolve over the
coming decades. Specifically, being able to flexibly manage hold periods and investment structure as a long-term investor,
we aim to position our investments to absorb the impacts of energy transition.

THE WORLD WILL DECARBONIZE
The world faces an immense challenge of facilitating global growth while meaningfully reducing greenhouse gas
emissions. The world has faced similar challenges over the past 50 years when addressing Sox and CFC pollution
in the 1970’s. We’ve reduced pollution by 40% and 50% respectively since putting global agreements in place. As
global electrification continues, and emerging markets modernize, we expect accelerating investment into technology
and efficiency driven initiatives to optimize the existing energy supply matrix, reduce energy costs, increase efficiency
in renewables and develop software and hardware for distributed power generation. As we work towards reducing
emissions over the coming decades, we expect CO2 sequestration efforts to become a large part of the abatement
equation. The world will go from ~zero CO2 sequestration today to nearly eleven billion tonnes by 2050. This will
require transition from coal to gas and non-renewable to renewable fuel sources, in addition to, the build out of
significant physical infrastructure to capture and store CO2 globally.

“...the majority of energy demand increase is a result
of growing electricity demand.”

ENERGY INFRASTRUCTURE WILL RECALIBRATE GLOBALLY
As companies continue to focus on delivering near-term returns for shareholders, we see a growing opportunity
to invest in assets that are efficient, reside in jurisdictions with a strong fiscal and regulatory framework as well as
recognize the shareholder requirement for profit. As countries and markets aim to strike that balance between
profit and policy, we see an emerging opportunity for patient, long-term capital. We believe there will be a growing
requirement for energy infrastructure globally. In order to meet the 2°C limits set out during COP 21, the IEA
estimates that over $36Tn of capital will be required between now and 2050. Capital expenditures will continue to
grow at a level to meet increasing energy demand (across all renewable and non-renewable parts of the business).
We believe this will attract investors with scale. From an energy perspective, this means we favour situations that are
more complex in nature, require bespoke operating expertise and demand a long-term view towards value creation.
This fundamentally biases our investment strategy towards finding more ways to work with proven industry leaders.
We see significant opportunities across the midstream, storage, power, LNG and downstream sectors that plays into
the long-term trend of China, India and Africa industrializing and modernizing. This will create multiple opportunities
in developed markets as existing and new infrastructure redirect towards the markets that need the resources.
INTRODUCTION
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EFFICIENT TRADITIONAL ENERGY SOURCES WILL CONTINUE TO BE IMPORTANT
Primary energy demand growth is entirely driven by the Non-OECD world between now and 2050. The world
will continue to be reliant on fossil fuels to meet that aggregate demand. Oil, gas and coal currently meets 82% of
the world’s primary energy demand. This is expected to shrink to 71% by 2050. All demand segments, other than
light duty vehicles, are expected to grow during this time frame. This will require all forms of fossil fuels to continue
optimizing cost, reduce their carbon footprint and optimize profits in order to attract capital. As the world migrates
from a world of supply constraint to one that is largely demand driven, investors will continue to become more
disciplined around expecting total returns from the industry. This will mean a flight to quality (both assets and teams),
flight to efficiency (favouring assets at the low-end of the cost curve) and focus on stable fiscal and regulatory regimes.
We see a growing opportunity to invest in traditional energy businesses that have a demonstrated ability to deliver
full-cycle returns. As we underwrite investments in upstream and mining, we find ourselves favouring prudence over
growth and flexible capital structures.
The energy and resource sector is currently more complex than ever. This complexity will lead to a secular opportunity
for patient investors. Specifically, we are spending our time thinking about global gas, electrification and energy infrastructure.
This will lead to interesting partnerships in upstream, midstream and merchant power. Looking forward, we will
be spending time on getting up to speed on the refining and petrochemicals and LNG sectors as well. Lastly, we are
excited about the launch of our new Innovation, Technology & Services strategy that will seek early stage investments
aligned with our broader sub-sector strategies and energy transition.
We look forward to expanding our existing partnerships with you, as well as, finding new and creative ways to align our
capital with your businesses.

Warmest regards,
The Energy & Resources Team

Avik Dey
Managing Director
Head of Energy & Resources Group

David Chambers
Senior Principal
Upstream
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Michael Hill
Managing Director

Waleed Elgohary
Senior Principal
Merchant Power & LNG
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Rob Mellema
Senior Principal
Midstream

Etienne Middleton
Senior Principal
Innovation, Technology & Services
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CPP INVESTMENT BOARD – AT A GLANCE

CPPIB is a leading global professional investment management organization that invests funds transferred from the
Canada Pension Plan (“CPP”) that are not currently needed to pay benefits. Our critical purpose is to help provide
a foundation upon which 20 million contributors and beneficiaries build their financial security in retirement.
At September 30, 2018, the CPP Fund has net assets of C$368.3 billion, making it Canada’s largest single-purpose
pension fund and ranking among the 10 largest retirement funds in the world today. The certainty of our assets –
the CPP will collect excess contributions until the end of 2020 – affords us the ability to be flexible, patient investors
who can capitalize on opportunities in volatile markets when others face liquidity pressures. Our global perspective
and international presence means we seek the best possible investment opportunities anywhere, across all asset classes.
Our scale allows us to shape investments, not just respond to them. It puts us in the competitive field for large
investments and makes us an attractive partner to international peers. Over the past several years, CPPIB has
participated in a number of sizeable and complex transactions including: Calpine (2018), GlobaLogic Inc. (2017),
Ascot Underwriting (2016), Antares Capital (2015), Informatica Corp. (2015), Wolf Midstream (2015), Associated
British Ports (2015), Liberty Living (2015) and Wilton Re (2014).

$368.3 BILLION
CPP Fund net assets
$375 BILLION
Projected CPP Fund assets
by 2020*
$800 BILLION
Projected CPP Fund assets
by 2030*
9.1%
10 year annualized rate
of return (net nominal)

ASSET MIX
As at September 30, 2018

Credit investments 7.7%

Other real assets 3.1%

Infrastructure 8.5%

Government bonds,
cash and absolute
return strategies1 10.0%

Public equities 36.7%

Real estate 12.2%
Private equities 21.8%
1. Net of external debt issuances.

*Projections of the CPP Fund, being the combined assets of the base and additional CPP accounts, are based on nominal projections from the
27th and 28th Actuarial Reports on the CPP as at December 31. These figures have been rounded.
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CPP has a globally diversified portfolio with ~85% of AuM invested outside of Canada. In Canada, CPPIB is a significant
investor, with $53.6 billion invested in real estate, public equities, private equities, direct investments and fixed income.
These investments represent 14.6% of the CPP Fund’s total assets at September 30, 2018.

GLOBAL DIVERSIFICATION BY REGION
As at September 30, 2018

Australia ($12.6 billion) 3.4%
Latin America ($12.3 billion) 3.3%
Other ($4.6 billion) 1.3%

l assets 3.1%

quities 36.7%

United Kingdom
($21.2 billion) 5.8%
Europe (excluding U.K.)
($53.1 billion) 14.4%

United States
($131.1 billion) 35.6%

Canada ($53.6 billion) 14.6%
Asia ($79.6 billion) 21.6%

quities 21.8%

CPP INVESTMENT BOARD – AT A GLANCE

ENERGY & RESOURCES GROUP 2018 ANNUAL UPDATE

7

2018 ENERGY & RESOURCES UPDATE

2018 ENERGY & RESOURCES UPDATE

Since its inception in 2015, the E&R Group has grown to ten direct investments. Typical structures for investments are
platforms, direct resource investment and private equity. Currently the E&R team consists of twenty-two dedicated
investment professionals based in Toronto and New York and three senior advisors.

ENERGY & RESOURCES PORTFOLIO
Investment
vehicle focused
on Canadian
midstream assets

E&P company
focused on
Western Canadian
resource plays

E&P company
focused on
Western Canadian
resource plays

European E&P
company with a
43.5% stake in
Corrib gas field
in Ireland

E&P company
focused on
Western Canadian
resource plays

Operating
company with
power generation
assets in the U.S.

EV charging
company
headquartered
in Campbell,
California

E&P company
focussed on U.S.
resource plays

Denver-based
E&P company
focused on
Rockies
resource plays
One of
the largest
independent
power producers
in the U.S.

CPPIB Footprint(1)

Upstream / E&P

Merchant Power

Midstream

Innovation, Technology & Services

Upstream(2)

˜300 mboe/d, ˜2,500 mmboe of 2P reserves

Midstream

˜200 mboe/d throughput

Power

˜30 GW

Total Employees

˜3,000

(1) Statistics shown for 100% interest
(2) Excludes Encino Acquistion Partners’ acquisition of Chesapeake’s Utica assets

Currently, E&R investments are predominately focused in North America, but E&R is continuing to expand its
geographic footprint. Last year, CPPIB announced the acquisition of the Corrib gas field in Ireland from Shell.
That transaction is pending government approval and we expect to close that transaction later this year.

2018 ENERGY & RESOURCES UPDATE
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2018 ACTIVITY
PORTFOLIO
COMPANY
Wolf Midstream –
Access Pipeline

Wolf Midstream Alberta Carbon
Trunk Line (“ACTL”)

ChargePoint

Encino Acquisition
Partners (“EAP”)

Nephin Energy
(“Nephin”)

Calpine

SUBSECTOR

Midstream

Midstream

ITS

Upstream

Upstream

Merchant Power
& LNG

EQUITY
INVESTMENT

DESCRIPTION

C$700 million

In early 2018, CPPIB provided follow-on capital
of to acquire the remaining interest in the Access
Pipeline System and the Stonefell Terminal from
MEG Energy.

C$305 million

The ACTL is a 240-kilometre pipeline that will
collect carbon dioxide (“CO2”) from industrial
emitters in and around Alberta’s Industrial
Heartland and transport it for secure storage
and enhanced oil recovery (“EOR”) projects.

US$50 million

ChargePoint is the leading electric vehicle (EV)
charging network in the world, with a growing
global presence across North America, Europe,
and beyond.

US$1.0 billion

EAP was formed in 2017 by CPPIB and
Encino Energy. In July 2018, EAP acquired all of
Chesapeake Energy’s Utica Shale oil and gas assets
in Ohio for a total consideration of approximately
US$2.0 billion in cash. The acquired properties
include more than 900,000 net acres of leasehold
spanning the condensate, liquids-rich and dry gas
windows of the Utica play in Ohio. Approximately
920 wells produce more than 600 million cubic
feet of gas equivalent per day and hold 85% of the
acreage.

EUR$830 million

Nephin Energy Holdings Limited (“Nephin”), a
wholly owned subsidiary of CPPIB Europe S.à
r.l. (“CPPIB Europe”), entered into a definitive
purchase and sale agreement with Shell Overseas
Holdings Ltd (“Shell”) to acquire 100% of Shell E&P
Ireland Limited, which holds Shell’s 45% interest in
the Corrib Offshore Natural Gas Field (“Corrib”).

US$900 million

Calpine is one of the largest independent power
producers in the United States. It has five business
segments including geothermal (the “Geysers”),
West, Texas, East and Retail. Calpine’s wholesale
generation business has ~26 GW of generating
capacity (both contracted and merchant) comprised
of geographically diverse and efficient gas-fired
generation plants and the Geysers, which are
baseload renewable geothermal.

ENERGY
TRANSITION
THEME
Efficient traditional
energy sources
will continue to
be important.
The world will
decarbonize.
Energy
infrastructure
will recalibrate
globally.
Energy
infrastructure
will recalibrate
globally.
The world will
decarbonize.

Efficient traditional
energy sources
will continue to
be important.

Efficient traditional
energy sources
will continue to
be important.

Global energy
demand will grow.
Efficient traditional
energy sources
will continue to
be important.

With a global mandate, E&R will continue to focus on a diversified strategy across Upstream, Midstream,
Merchant Power & LNG, Metals & Mining; Innovation, Technology & Services; and refining and petrochemicals.

10
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SECTOR UPDATES

SECTOR UPDATES

UPSTREAM
Over the past year the team has been working with its investment platforms to evaluate numerous large opportunities
in the upstream sector. The E&R team has focused on high-quality assets with strategic placement to key markets,
where demand for oil and gas as a key energy source will be of high strategic importance. We are working with
management teams that take a long-term view for developing assets to maximize economic value and prioritize being
responsible operators in their local communities. The E&R team will work closely with its upstream platforms Teine
Energy (“Teine”), Crestone Peak Resources (“Crestone”), EAP, and Nephin to find accretive opportunities that will
benefit from the supply and demand trends associated with energy transition.
As part of the energy transition landscape, the two large investments that E&R will close this year in the upstream
sector are: (1) the €840 million acquisition of Shell’s interest in the Corrib gas field. This is a highly strategic asset
to Ireland as it supplies domestic gas production while the country continues to implement measures to meet its
renewable targets. Corrib will be a key part of Ireland’s energy mix as it serves as a bridge fuel to complement
Ireland’s wind and solar resource; and (2) the USD$2.0 billion acquisition of Chesapeake’s Utica assets through
CPPIB’s dedicated E&P platform in the U.S., EAP. EAP was established in 2017 to evaluate assets in the U.S. Lower
48. The assets come with more than 600 mmcf/d of production and a portfolio of firm transportation agreements
that provide access to high-value markets.

MIDSTREAM
Over the last twelve months, E&R has continued to grow its midstream portfolio through significant follow-on
investments totalling $1 billion of additional committed equity into the Wolf Midstream platform in Western Canada.
Through our investment in Wolf, CPPIB supported the acquisition of MEG Energy’s interest in the Access Pipeline
System and development of the ACTL. Together with past investments, E&R will have invested and committed $1.7
billion to Wolf. Wolf management continues to bring new opportunities to us with the same creative flair around
managing complexity and a focus on solving customer problems and we look forward to investing further with the team.
Since the beginning of 2018, we have been focused on building relationships and evaluating opportunities to establish
wholly-owned platforms and corporate partnerships in the U.S. to invest in the more than $1 TN3 of new midstream
infrastructure required to support the substantial growth of the U.S. into a world-leading producer and exporter of oil,
gas (LNG) and NGLs. While competition from other funds for investment in energy infrastructure is strong, mid-size
and large midstream corporates remain largely absent from the market amidst weak equity performance, the need for
deleveraging, and capital constraints, creating a unique opportunity for private capital. Our focus remains on high-quality
production basins that are well-positioned on the global cost curve and legacy basins where there is the opportunity to
restructure and optimize assets. Based on our discussions with management teams, operators and potential customers,
we believe CPPIB’s long-term focus and capital availability to continue growing platforms is a great fit with the needs of
many midstream stakeholders.

American Petroleum Institute estimate of infrastructure required from 2017 through 2035, including (a) Surface and Lease Equipment, (b) Gathering
and Processing Facilities, (c) Oil, Gas and NGL Pipelines, (d) Oil and Gas Storage Facilities, (e) Refineries and Oil Products Pipelines, and (f) Export
Terminals.

3
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We are focused on several key themes:
•

Export-focused infrastructure and logistics – North America is quickly transitioning from a historical position
of import dependence to resource abundance across most energy products. Exports of gas (LNG), NGLs, and
crude oil are all growing rapidly as these products seek markets. We are bullish on the prospects for further
resource development in North America and expect the export tailwind to continue. Several opportunities we
have considered this year link directly to the export theme.

•

Supply-side infrastructure – We continue to evaluate gathering and processing opportunities split between
(i) growth investments in low-cost supply basins that require substantial investment in additional capacity and
(ii) value opportunities with strong cash flows in out-of-favour areas that are no longer ‘core’ to large midstream
companies where cost savings or system rationalization can drive strong cash-on-cash returns.

•

Out of favour public companies – Equity values for public midstream companies have struggled to recover from
the depths of the 2015-2016 pull-back in commodity prices and access to capital for many of these companies
remains weak. Public investor interest has increasingly focused on larger, more liquid names leaving small and
mid-market companies with a limited following and poor liquidity. We believe there will be opportunities within
this group for corporate transactions, partnerships and asset sales.

•

Environmental solutions – Wolf ’s investment in ACTL has highlighted increasing stakeholder interest in capturing
and storing CO2, either through sequestration solutions or for enhanced oil recovery. We continue to seek
out opportunities that build on the desire of consumers, industry and government to find ways to reduce the
emissions and water intensity of energy use and development.

“The E&R team has focused on high-quality assets
with strategic placement to key markets.”

SECTOR UPDATES
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MERCHANT POWER & LNG
After the successful closing in March 2018 of our initial power investment in the take private of Calpine Corporation,
the largest merchant gas-fired independent power producer (IPP) in North America, we continue to see and evaluate
opportunities to invest in the gas-fired power space (both merchant and contracted) that we expect to play an important
role in the global energy transition from fossil fuel generation to renewable technologies. In North America and Europe,
there are a number of opportunities to invest in diversified portfolios as:
1.
2.
3.
4.

Utilities continue to divest their non-regulated businesses,
Strategics require third party capital to grow,
Private equity firms look to divest assets in key markets such as the PJM and the ISO-NE, and
Certain IPP and energy retail companies remain out of favour in the public markets.

More recently, we have spent time studying the Alberta power market, which is going through a number of changes
including decarbonization and the introduction of a capacity market similar to the PJM. In Asia and Latin America,
we will look to partner with local developers and operators who have expertise in building and operating LNG
to gas-fired power projects that are required to meet growing power demands in certain markets driven by both
economic and environmental policy factors.
The LNG industry has gone through a period of rapid growth in the last ten years. With global LNG demand expected
to triple by 2050, a large-scale build out of infrastructure is still required to meet the needs of end-users. The significant
capital required to facilitate these projects creates interesting opportunities to invest across the natural gas value
chain and provides exposure to strong regional demand drivers across emerging markets including Asia. Further, as
off-takers are increasingly reluctant to sign long-term pricing agreements for LNG, innovative financing structures
and the ability to underwrite merchant volumes and prices may present the E&R team with a comparative advantage
when evaluating investments in the space. The available opportunity set is quite broad and includes vertically integrated
gas-to-power opportunities, FSRU’s, traditional on shore liquefaction, as well as FLNG projects for stranded gas assets.
Accordingly, we expect to spend significant time and resources over the next couple of years to study the space and
evaluate opportunities.

INNOVATION, TECHNOLOGY & SERVICES
In 2016, the E&R Group, in conjunction with CPPIB’s Infrastructure Group, undertook a strategic assessment to better
understand the impact of energy transition. Out of that work, we recognized that E&R industries are undergoing
significant change from new, earlier-stage technology companies that are both creating and improving existing processes
and technologies. Given such, there is an opportunity set for innovative technology companies to become a large and
critical segment of the E&R investing landscape.
As one outcome of this work, E&R evaluated the role of innovation and technology in its portfolio, which led to the
formation of the Innovation, Technology, & Services (ITS) strategy. Over the past six months the team has met with

14
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numerous market participants and identified four key areas for immediate focus, as they are currently undergoing
significant change and technological innovation. These include:
•
•
•
•

Water and Waste
Materials and Fuels
Electricity (transmission, distribution, storage)
E&R Processes and Services (new innovative companies, technologies and services that are improving processes)

Initial investments into the ITS sector will be between C$20-$100 million in later stage ventures (that may include
some degree of technology risk but will largely be using proceeds of our funding to commercialize or scale commercial
activities), with larger investments possible in more mature companies. A small, dedicated team will screen, execute, and
monitor the investments.
In October 2018, CPPIB formed a new partnership with the Creative Destruction Lab (“CDL”) to gain deeper
connectivity into emerging technologies in the artificial intelligence and energy sectors. The CDL is a seed-stage
program, founded by Professor Ajay Agrawal at the University of Toronto’s Rotman School of Management, which
connects deep science-based ventures with serial entrepreneurs, angel investors and venture capitalists to build
massively scalable companies. In the Energy Program Stream, our ITS team is currently engaged in the inaugural
mentoring program run out of the University of Calgary.

METALS & MINING
The mining industry is generally in a state of cautious optimism. With the exception of strong metallurgical coal
and iron ore markets, most metals prices appear to be at levels that reflect sustainable long-term, through-thecycle fundamentals. The large and mega-cap miners have, for the most part, fixed their balance sheets through debt
paydowns financed by a few asset sales and substantial recent operating cash flow over the past two years. Some
miners have initiated shareholder capital return programs in the form of dividends and share buybacks. There are
generally two main strategic objectives for most large miners. Firstly, mining companies are looking to grow their
production of “metals of the future,” primarily copper, as well as, on a smaller scale, lithium, cobalt, nickel, and other
battery metals. This objective has created some opportunity for E&R in that, similar to the energy industry, miners
are now reluctant to use aggressive leverage and are often looking for equity capital partners to share the risk on
large capital projects and acquisitions. Secondly, some large mining companies continue to look for ways to streamline
their portfolios and are considering or have executed selective asset divestments; E&R continues to see a few
opportunities along this trend.

SECTOR UPDATES
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NEW PORTFOLIO COMPANIES

UPSTREAM
ENCINO ACQUISITION PARTNERS
Initial Investment: October 2018
Invested Capital: US$1.0 bn
Website: www.encinoenergy.com
Headquarters: Houston, Texas

Company Overview
CPPIB and Encino Energy LLC (“Encino”) established EAP in June 2017 as an acquisition vehicle to pursue upstream
opportunities in the Lower 48 states of the United States. EAP was established with a focus on driving long-term
investor returns by acquiring and developing high-quality assets with an established base of production and a large,
low-cost development inventory. The partnership closed its first transaction in October 2018 with the privately
negotiated purchase of Chesapeake Energy’s Ohio Utica assets for US$2.0 billion. CPPIB invested approximately
US$1.0 billion in EAP and owns 98% of the partnership. Encino invested in EAP alongside CPPIB and manages the
acquired assets on behalf of EAP. Encino is led by John Pinkerton (Executive Chairman), Hardy Murchison (CEO),
Michael Magilton (CFO), Tim Parker (CTO) and Ray Walker (COO). With well over 100 years of combined industry
experience, the team members have operated assets in more than 15 basins in the U.S., Canada and overseas.
The Board of Directors is led by John Pinkerton and includes former E&P executives, management, and CPPIB
representatives.

Recent Developments
Since inception the Encino management team and CPPIB screened and evaluated a variety of opportunities culminating
in the acquisition of Chesapeake’s Utica assets for US$2.0 billion. EAP acquired more than 900,000 net acres of leasehold
spanning the condensate, liquids-rich and dry gas windows of the Utica play in Ohio. Approximately nine hundred wells
produce more than 600 million cubic feet of gas equivalent per day and hold 85% of the acreage. The acquisition of
the Utica Shale assets provides CPPIB with meaningful exposure to a leading North American natural gas and liquids
play and aligns with the growing focus on energy transition. EAP plans to operate multiple drilling rigs on the properties
to increase production and cash flow.

ENERGY & RESOURCES PORTFOLIO
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NEPHIN ENERGY
Initial Investment: TBD
Invested Capital: €830 mm
Headquarters: Dublin Ireland

Company Overview
CPPIB entered into a strategic partnership with Vermilion Energy Inc. (“Vermilion”) in July 2017 to acquire an interest in
Corrib, an offshore gas field in Ireland, which produces up to 60% of Ireland’s annual gas demand. Under the partnership,
Nephin Energy Ltd., a wholly owned subsidiary of CPPIB, entered into a definitive purchase and sale agreement
with Shell Exploration Company B.V (“Shell”) to acquire 100% of Shell E&P Ireland Limited, the company which holds
Shell’s 45% interest in Corrib. The total cash consideration for the deal was €830 million. After completion, Vermilion will
operate the Corrib project. The transaction is subject to all necessary government approvals.
Nephin is led by Tom O’Brien (Managing Director) and Peter Colleran (Technical Director) both of whom have extensive
experience in the Irish upstream industry. The Board of Directors is led by Brid Horan and includes former upstream
executives, management, and CPPIB representatives.

18
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POWER
CALPINE CORPORATION
Initial Investment: March 2018
Invested Capital: US$900 mm
Website: www.calpine.com
Headquarters: Houston, Texas
Company Overview
Calpine is one of the largest independent power producers in the U.S. with a focus on natural gas-fired generation.
The company’s wholesale generation business has ~26 GW of generating capacity (both contracted and merchant)
comprised of geographically diverse and efficient gas-fired generation plants located in California, Texas and the Eastern
US. Calpine also owns the Geysers, which are baseload geothermal generation assets critical to meeting California’s
renewable portfolio standard targets. The company owns and operates 79 plants and has ~2,400 employees. Calpine’s
power generation portfolio is complemented by its energy retail platform, serving homes, offices, and factories around the
U.S. CPPIB invested US$900 million as part of a consortium led by Energy Capital Partners (“ECP”) in the acquisition
and take-private of the company for US$5.6 billion. Calpine is led by CEO Thad Hill, and an industry leading senior
management team.

Recent Developments
Since closing the acquisition in March 2018, the consortium has established the new board in place of the pre-existing
one as a public company. The new board includes Thad Hill and representatives from ECP, Access Industries, and CPPIB.
Calpine’s public market peers have seen an improvement in market sentiment, with Vistra and NRG trading up
significantly since the consortium announced the Calpine acquisition. A number of other positive developments have
occurred including Vistra’s retirement of over4 GW of coal fired generation in Texas in late 2017. This has led to further
tightening in the Texas market and forward pricing has improved as a result. In the East, the latest PJM capacity auction
cleared with strong results at $140/MW-day, well above many analysts’ expectations and almost twice last year’s results
of $77/MW-day. In the West, increased penetration of intermittent renewable generators has caused added pricing
volatility and an increased focus on reliable generation. This has led to resource adequacy capacity contracts for
gas-fired generators selling at stronger pricing and contract terms.

ENERGY & RESOURCES PORTFOLIO

ENERGY & RESOURCES GROUP 2018 ANNUAL UPDATE

19

INNOVATION, TECHNOLOGY & SERVICES
CHARGEPOINT
Initial Investment: November 2018
Invested Capital: US$50 mm4
Website: www.chargepoint.com
Headquarters: Campbell, California

Company Overview
ChargePoint is the leading electric vehicle (EV) charging network in the world, with a growing global presence across
North America, Europe, and beyond. The company offers a diverse portfolio of charging solutions in every category
EV drivers charge, at home, work, around town and on the road, along with a suite of software and cloud services
designed to optimize the user experience and make driving electric more seamless than ever. ChargePoint hosts one
of the largest EV charging networks in the world, with more than 57,000 places to charge on its network, serving the
rapidly growing EV driver community. The ChargePoint app (available on iOS and Android) enables drivers to easily find
available charging stations, start a charging session, receive status updates regarding their charging sessions, and more.
The company also offers the broadest and deepest set of cloud software features in the industry, providing a suite of
services to make it simple for EV charging station owners to operate and customize their stations to meet their
specific requirements, while providing analytics, pricing, and energy management along with many other services.
ChargePoint drivers have completed more than 45 million charging sessions, saving upwards of 47 million gallons of
gasoline and driving more than a billion gas-free miles on dispensed energy.
CPPIB invested $50 million by participating in a $240 million Series H financing round, which was led by Quantum
Energy Partners (Quantum). New and existing investors in the company include American Electric Power, BMW
i Ventures, Braemar Ventures, Chevron Technology Ventures, Clearvision, Constellation, Daimler, Government of
Singapore Investment Corporation (GIC), Linse Capital, Rho Ventures, and Siemens. ChargePoint is led by Pasquale
Romano (President and CEO), and an industry-leading senior management team. The Board of Directors is chaired
by Bruce Chizen (Former CEO of Adobe), and its members include representatives from Daimler, Linse Capital,
Siemens, General Motors, Braemar, Quantum, and Bloom Energy.

4
E&R worked collaboratively with CPPIB’s Thematic Investing team, which invests thematically in disruptive technologies to jointly invest the
$50 million in ChargePoint.
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EXISTING PORTFOLIO COMPANIES

UPSTREAM
BLACK SWAN ENERGY
Initial Investment: March 2011
Invested Capital: $229 mm
Website: www.blackswanenergy.com
Headquarters: Calgary, Alberta

Company Overview
Black Swan Energy (“Black Swan”) is a Calgary-based private energy company that is actively developing a significant
position in the Montney liquids-rich unconventional gas play in northeastern British Columbia. The Company formed
in 2011 through a $350 million equity commitment by Warburg Pincus LLC, Azimuth Capital Management, and CPPIB.
In 2013 the Company raised $150 million of follow-on capital and in 2015 the Company completed the acquisition of
Carmel Bay with existing sponsors investing a further $350 million. Since its formation in 2011, Black Swan has grown
its production to 26,000 boe/d, while assembling a land position of 230,000 largely contiguous net acres. Black Swan is
led by David Maddison (CEO), Marc Mereau (COO), and Michael Wilhelm (CFO).

Recent Developments
In the Fall of 2018, Black Swan announced and closed a strategic infrastructure, transportation, and marketing
arrangement with AltaGas. Through a 50/50 infrastructure joint venture, AltaGas acquired a 50% ownership in
certain existing and future natural gas Aitken Creek Processing Facilities of Black Swan. As part of the arrangement,
AltaGas and Black Swan also entered into a long-term agreement for the use by Black Swan of the AltaGas processing
capacity at Aitken Creek on a cost of service basis, as well as transportation and marketing agreements. Black Swan will
continue to operate the Aitken Creek Processing Facilities.
In Q2/18, Black Swan delivered average production of 25,768 boe/d (21% liquids) which represented a 100% increase
over the same quarter in 2017. During the first half of 2018 Black Swan delivered $47 MM of cash flow and $34 MM
of adjusted net earnings. Production to date in Q3/2018 has averaged approximately 26,500 boe/d and the company
remains on track to meet prior guidance of 26,000 – 26,500 boe/d for the year with $90-$95 MM of cash flow. Black
Swan continues to execute on the strategy of delineation of acreage, efficiently growing egress along with production
profile, and employing a prudent hedging program to mitigate commodity price volatility.
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CRESTONE PEAK RESOURCES
Initial Investment: July 2016
Invested Capital: ~$540 mm
Website: www.crestonepeakresources.com
Headquarters: Denver, Colorado

Company Overview
Crestone is a privately-held company focused on the exploration and production of oil and gas in the Denver-Julesburg
Basin in Colorado. Crestone was formed in October 2015 to acquire 100% of Encana’s Denver-Julesburg Basin upstream
assets which consisted of 51,000 net acres in the Wattenberg field. CPPIB is the majority owner and strategic partner
of Crestone with a 95% ownership interest alongside The Broe Group. CPPIB’s total investment in Crestone is US$543
million. The transaction closed on July 29, 2016 for a purchase price of US$700 million before post-closing adjustments.
Since the acquisition, Crestone has grown production to ~30,000 boe/d (as at October 2018). Concurrently, Crestone
has built gathering and processing HUB infrastructure to support its development. Crestone management has a long
track record of operating E&P assets in the Rockies. President & CEO Tony Buchanon previously oversaw operations
across the Rockies and Mid-Con as Chief Operating Officer of Bonanza Creek Energy. The Board of Directors includes
former E&P industry executives, management, and CPPIB representatives.

Recent Developments
Crestone continued to grow production and improve cost efficiencies in 2018 YTD. Crestone has achieved a 30%
growth in production from its 2017 exit rate of ~23,000 boe/d to ~30,000 boe/d in October 2018. Since inception,
Crestone has developed its strategic position in the DJ Basin and created value through accretive acreage transactions.
The Company continues to evaluate strategic transactions throughout the Rockies. The company’s strategy targets
economic resource plays with opportunity to add value “through the drill bit” by leveraging an experienced operating
team. In April 2018, Crestone added Roger Huang as Executive Vice President and Chief Development Officer from
CPPIB where he was a Principal and a director on the Crestone board. Additionally, James Trimble was appointed
Chairman of the Board of Directors, replacing previous Chairman Avik Dey who transitioned off of the board of
directors while CPPIB representatives David Chambers and Waleed Elgohary joined the board. The board also added
a new independent director, John Crum. John Crum served as the Chairman, President and Chief Executive Officer of
Midstates Petroleum Company from 2011-2014 and led the company during its IPO in 2012.
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SEVEN GENERATIONS ENERGY
Initial Investment: May 2012
Invested Capital: $500 mm
Website: www.7genergy.com
Headquarters: Calgary, Alberta

Company Overview
Seven Generations Energy (“Seven Generations”) is a publicly-traded Canadian intermediate oil and gas producer
focused on the development and value optimization of a condensate and liquids-rich natural gas resource play in
the Montney Kakwa area of Alberta. Seven Generations differentiates itself through its core attributes: the quality of
its liquids-rich asset, large resource size, desirable location and market access, a high degree of operational control,
proven and innovative technical execution and unique operating approaches. The Company was founded in 2008 and
CPPIB has been an investor since 2012. CPPIB has been the largest shareholder in Seven Generations since its 2014
IPO with a current ownership stake of ~15.5% and is represented on the board of directors by Avik Dey. During the
three months ended September 30, 2018, Seven Generations sold 219,800 boe/d (61% liquids) of production from
over 410 net horizontal Montney wells. Development of the Kakwa River Project to date has resulted in the booking
of approximately 1,700 mmboe of gross 2P reserves as at December 31, 2017. The Company currently holds over
500,000 net acres of Montney lands in the Kakwa River Project. Seven Generations’ acreage is interconnected with
key infrastructure and take-away capacity allowing the Company to deliver the majority of its condensate and liquidsrich natural gas by pipeline to the market. The Company’s natural gas transportation capacity also has geographic
diversification across North America with exposure to the US Midwest, US Gulf Coast, Pacific Coast, Western Canada
and Eastern Canadian markets. President & CEO Marty Proctor joined the company as President & COO in May 2014
and was named President & CEO in July 2017. Marty has more than 30 years of experience in the oil and natural gas
industry in Canada and internationally. Before Seven Generations, Marty was Chief Operating Officer of Baytex Energy
from January 2009 until May 2014.
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TEINE ENERGY LTD.
Initial Investment: 2011
Invested Capital: $1.3 bn
Website: www.teine-energy.com
Headquarters: Calgary, Alberta

Company Overview
Teine is a privately-held company focused on the exploration and production of oil and gas in Southwest Saskatchewan
and Central Alberta. Teine is focused on acquiring and developing high quality, geographically concentrated unconventional
oil assets. CPPIB is the majority owner with a ~95% ownership interest alongside management and minority shareholders.
CPPIB made its first equity investment in Teine of $204 million in 2011. Through subsequent follow-on investments
in 2012 and 2016, total invested capital has reached $1.35 billion. During CPPIB’s investment, Teine has demonstrated
strong performance and grown production from 2,000 boe/d in 2011 to over 31,000 boe/d. The company is led by Jay
Denney (CEO) and an accomplished management team. The Board of Directors is led by Michael Phelps (Chairman)
and includes former E&P industry executives, management, and CPPIB representatives.

Recent Developments
Teine is the largest producer in the Saskatchewan Viking play with more than 5,000 low-risk, repeatable drilling locations
identified on 800,000 net acres of land. This represents over 15 years of drilling at current activity levels and positions
Teine to continue expanding profitability through efficiencies in cost structure, increasing well productivity, and improved
reservoir recovery. Teine’s Saskatchewan Bakken heavy oil position is a low viscosity oil ideally suited for water and
polymer flooding, providing low decline production with minimal maintenance capital requirements. This acreage was
acquired as part of the 2016 Penn West acquisition. Teine has also accumulated a significant land position and is active
operationally within the early stage Duvernay light oil shale play within central Alberta.
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MIDSTREAM
WOLF MIDSTREAM
Initial Investment: October 2016
Invested Capital: $1.7 Billion
Website: www.wolfmidstream.com
Headquarters: Calgary, Alberta

Company Overview
Wolf is a privately-held company focused on developing and operating midstream infrastructure in Western Canada.
CPPIB is the majority owner and strategic partner of Wolf. CPPIB and Wolf established the partnership in late 2015
and made its first equity investment in Wolf of ~$700 million in 2016 to fund the acquisition of 50% of the Access
Pipeline System from Devon Energy. In early 2018, CPPIB provided follow-on capital of ~$700 million to acquire the
remaining interest in the Access Pipeline System and the Stonefell Terminal from MEG Energy. CPPIB is also supporting
Wolf with an equity commitment of ~$300 million to fund the construction of the ACTL, a pipeline for the capture
and transportation of carbon dioxide (“CO2”). The Wolf management has a long track record of operating energy
infrastructure assets in Western Canada and previously led Mistral Energy Inc. and Taylor NGL Limited Partnership.
The Board of Directors includes former midstream industry executives, management, and CPPIB representatives.

Recent Developments
Since inception, Wolf has established a strategic position in the Alberta oil sands by consolidating the ownership
and operatorship of the Access Pipeline System. The company’s strategy targets economic resource plays with high
expected activity while also capitalizing on the trends of value added processing and environmental compliance. The
ACTL project delivers CO2 captured from industrial emitters to mature oil fields, which will undergo CO2 enhanced
oil recovery. ACTL is expected to underpin an expandable network capable of facilitating other carbon reduction
solutions for emitters over the long term. In the fourth quarter of 2018, Wolf entered into a 50/50 joint venture
agreement with Keyera to construct an NGL and condensate gathering system, called the Key Access Pipeline System
(“KAPS”). The proposed dual, segregated pipeline system will bring condensate and NGLs from the prolific Montney
and Duvernay plays to Alberta’s NGL hub in Fort Saskatchewan.
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SUSTAINABLE INVESTING AT CPPIB

SUSTAINABLE INVESTING AT CPPIB

When Canada’s provincial and federal governments created CPPIB, they legislated that the organization would seek
a maximum rate of return without the undue risk of loss. We are explicitly required to act in the best interests of
contributors and beneficiaries and to take into account the factors that affect the financial obligations of the CPP.
The clarity of our mandate supports the important investment challenge we face to achieve sufficient growth to help
sustain the CPP fund. We believe that organizations that manage environmental, social and governance (“ESG”) factors
effectively are more likely to ensure and create sustainable value over the long term.
As a long-term investor, CPPIB places great importance on ESG factors. While the specific factors vary by company,
industry and geography, we consider relevant ESG matters when evaluating opportunities, making investment decisions,
managing our investments and engaging with companies to seek improvements in business practices and disclosure.
CPPIB’s in-house Sustainable Investing group supports integration of ESG considerations in our investment decisions
and monitoring processes, actively engaging with companies in which we are invested and exercising our proxy voting
rights. The group, working closely with our investment departments also conducts in-depth research on companies,
industries and assets in which ESG factors are material to the value of our investments.
CPPIB views climate change as one of the world’s most significant physical, social, technological and economic challenges.
This year, there was a number of significant developments for CPPIB’s approach to climate change. The first was the
establishment of our Climate Change Steering Committee, under the executive sponsorship of our Chief Financial
and Risk Officer. The committee’s main purpose is to accelerate our understanding of and take action on both the
risks and opportunities stemming from climate change. We aim to be a leader among asset owners and managers in
understanding these aspects, not for the sake of being ahead, but to promote the best interests of our stakeholders.
Our work on this front includes the design and implantation of a toolkit that our investment teams will use to strengthen
our investment evaluation process. We are also creating a dynamic global energy outlook to serve as a reference point
for investment review and other portfolio decisions.

“We believe that organizations that manage
environmental, social and governance (“ESG”)
factors effectively are more likely to ensure and
create sustainable value over the long term.”
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Another major development was the creation in late 2017 of our stand-alone Power & Renewable group. It is tasked with
expanding our renewable portfolio, taking advantage of increasing global demand for low-carbon energy and the sector’s
improving cost efficiency. CPPIB has since announced deals to invest more than $3 billion in the renewable energy sector,
including assets in North America, Europe, Brazil and India. We believe such investments will provide attractive riskadjusted returns for our contributors and beneficiaries as demand for lower-carbon energy increases globally.
To help fund these, in June 2018, CPPIB issued a green bond, the first time any pension fund has done this. Investors
bought $1.5 billion of the 10-year bond, which Bloomberg reported was a record at the time for a single green bond
transaction in Canada.
Finally, we are encouraged by the strong traction of the work of the Financial Stability Board’s Task Force on Climaterelated Financial Disclosures, the international private-sector initiative that developed recommendations for mainstream
financial disclosure of climate risks and opportunities. The recommendations have been endorsed and put to practical
use by governments, regulators, standard-setting bodies, exchanges, banks, rating agencies, companies and our fellow
investors. CPPIB will keep working with peers and investee companies to build upon this watershed moment for
climate change disclosure.

“CPPIB views climate change as one of the world’s
most significant physical, social, technological and
economic challenges.”
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ENERGY & RESOURCES TEAM
MANAGING DIRECTORS
AVIK DEY (Head of E&R)

• 19+ years of experience
• Remvest
• Remora Energy
• First Reserve
• Encana
• U. Calgary BComm

MIKE HILL

• 25+ years of experience
• Nomura
• Deutsche Bank
• Morgan Stanley
• Harvard MBA
• Ivey HBA

SENIOR PRINCIPALS
ROB MELLEMA

ETIENNE MIDDLETON

• UBS
• BCG
• Wharton MBA
• Queen’s BComm

• Eastern Power Ltd
• INSEAD MBA
• U. Toronto BASc

DAVID CHAMBERS

WALEED ELGOHARY

• Houlihan Lokey
• Ivey HBA

• Capstone
• Enwave
• McCarthy Tetrault
• Ivey JD / MBA
• McMaster Beng / BSc

PRINCIPALS
ALICE YANG

• BMO
• TD
• Waterloo BMath

JAMES JACKSON

• Cequence Energy
• Temple Energy
• U. Calgary BSc Eng

SENIOR ADVISORS
JOHN CLARKSON

• 25+ years of experience
• Lime Rock Partners
• Renaissance Energy
• U. Manitoba BSc Eng

JAN WILSON

• 18+ years of experience
• Consultant for RBC
• Freepoint Commodities
• Queens MBA
• Ivey HBA

ENERGY & RESOURCES TEAM

STEVE BELL

• 35+ years of experience
• Warburg Pincus Advisor
• CASA Exploration
• Remora Energy
• BHP Billiton
• Encana

ENERGY & RESOURCES GROUP 2018 ANNUAL UPDATE

29

SENIOR ASSOCIATES
MEGAN HANSEN

ASHISH PATEL

• JP Morgan
• World Bank
• Harvard MBA
• Stanford MS, BS

• Credit Suisse
• U. Texas MBA, BSEE

ART PITHAYACHARIYAKUL

DAVID FRATTINGER

• Teck Resources
• Chevron
• Harvard MBA
• UBC BASc

SEAN MCQUAID

• Scotia
• CIBC
• U. Calgary BComm

• BMO
• U. Saskatchewan BFin

ADITYA DABAS

COURTNEY MORRIS

• Grey Mountain Partners
• 3i Group
• CITI Group
• Columbia MBA, MS
• U. Michigan BS

LINA ZHANG

TANUJ DUTTA

• Credit Suisse
• Invesco
• CA, CPA
• Ivey MBA

ASSOCIATES
• Scotia
• U. Calgary BComm

BETTY SHI

• Queen’s BComm

• EIG
• Ivey HBA
• Western BEng

CONNOR LUCK

• TD
• U. Calgary BComm
• U. Calgary BA

MATIAS GARCIA

• JP Morgan
• RBC
• U. Calgary BComm

ANALYSTS
KEN QUINN

• U. Alberta BComm
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OLA OKARMUS

• Rotman BComm
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ENERGY & RESOURCES SECTOR CONTACTS
AVIK DEY
Managing Director
Head of E&R
T: +1-416-972-8317
adey@cppib.com

MIKE HILL
Managing Director
T: +1-646-564-4944
michaelhill@cppib.com

DAVID CHAMBERS
Senior Principal
Upstream
T: +1-416-868-5099
dchambers@cppib.com

WALEED ELGOHARY
Senior Principal
Merchant Power & LNG
T: +1-416-874-5407
welgohary@cppib.com

ROB MELLEMA
Senior Principal
Midstream
T: +1-416-874-5345
rmellema@cppib.com

ETIENNE MIDDLETON
Senior Principal
Innovation, Technology & Services
T: +1-416-874-5472
emiddleton@cppib.com

JAMES JACKSON
Principal
T: +1-416-945-6842
jjackson@cppib.com

ALICE YANG
Principal
T: +1-416-868-8587
aliceyang@cppib.com
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CPP INVESTMENT BOARD CONTACT INFORMATION
HEAD OFFICE
TORONTO
One Queen Street East, Suite 2500
Toronto, Ontario, Canada M5C 2W5
T: + 1 416 868 4075
Fax: +1 416 868 8689

INTERNATIONAL OFFICES
HONG KONG
18/F York House, The Landmark
15 Queen’s Road Central
Central, Hong Kong
T: +852 3973 8788
Fax: +852 3973 8710

NEW YORK
510 Madison Avenue, 15th Floor
New York, NY
10022 U.S.A.
T: +1 646 564 4900
Fax: +1 646 564 4980

LONDON
40 Portman Square, 2nd Floor
London, United Kingdom W1H 6LT
T: +44 20 3205 3500
Fax: +44 20 3205 3420

SÃO PAULO
Av. Brigadeiro Faria Lima, 4300 - 14° andar
São Paulo – SP, 04538-132, Brasil
T: +55 11 3216 5700
Fax: +55 11 3216 5780

LUXEMBOURG
10-12 Boulevard F-D Roosevelt
Luxembourg
L-2450
T: +352 2747 1400
Fax: +352 2747 1480

SYDNEY
Suite 5, Level 30, Governor Macquarie Tower
1 Farrer Place
Sydney NSW 2000, Australia
T: +612 8257 7777
Fax: +612 8257 7717

MUMBAI
3 North Avenue, Maker Maxity, 5th Floor
Bandra Kurla Complex, Bandra (East)
Mumbai, India
400051
T: +91 22 61514400
www.cppib.com
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Canada Pension Plan Investment Board
One Queen Street East, Suite 2500
Toronto, ON M5C 2W5 Canada
www.cppib.com

