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I am Mark Gorman, Executive Vice President Operations and Business Development at
Plains All American Pipeline. Thank you for the opportunity to discuss the impact of shifting
supply regions on Gulf Coast Infrastructure.

Plains All American Pipeline is engaged in the transportation, storage, terminalling and
marketing of crude oil, as well as in the processing, transportation, fractionation, storage and
marketing of natural gas liquids ("NGL"). We own and operate a diversified portfolio of
strategically located assets that play a vital role in the movement of U.S. and Canadian energy
supplies. On average we handle over 3.5 million barrels per day of crude oil and NGL through
our extensive network of assets located in key North American producing basins, major market
hubs and transportation gateways.

Plains has committed substantial resources to understand the impact that increasing North
American crude oil production will have on regional supply and demand balances. We have
generated a bottoms-up analysis of U.S. crude oil production growth, demand and take-away
capacity. Our assumptions, analysis and the conclusions derived from that analysis are
summarized in the attached presentation titled “North American Crude Flows.” For convenience,
the major assumptions and the conclusions derived from our analysis are summarized below.

Major Assumptions

+ Although many scenarios may unfold over the next several years, we have developed a
base case projection that assumes the following:

v" Realized crude prices will support the current level of development in the future
(i.e., rig count is held largely constant).
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v" Well productivity will remain consistent with historical levels.

v" North American refineries, subject to their individual facility limitations, will
increase their consumption of light and heavy crude grades.

v" Brent to North American price differentials will support the export of refined
products from the U.S.

v" Current regulations which severely limit exports of crude oil remain in place.

4+ This forecast is a continual work in progress and is not intended to be an expected case,
but rather an identification of the potential issues that could exist if North American
production and refinery utilization continue on their current trajectories without
regulatory changes.

Summary of Conclusions

4+ At the current pace of development, North American production is expected to increase
an additional 3.9 million barrels per day between year-end 2013 and year-end 2018 to
approximately 15.5 million barrels per day.

4+ Our analysis indicates that the 3.9 million barrel per day increase in supply is absorbed in
large part by (i) displacing 1.7 million barrels per day of waterborne imports and (ii) 1.3
million barrels per day of increased refinery runs and product exports.

v" 0.9 million barrels per day of primarily light sweet and condensate supply still
does not have an identified home without more splitters or refining
demand/capacity.

v Medium waterborne imports are materially reduced on the U.S. Gulf Coast with
blended crudes (bought at discounts) and new Gulf of Mexico production.

v' Heavy waterborne imports are partially displaced with incremental Canadian
production.

4+ Opverall North American petroleum demand is expected to remain relatively flat.
+ Substantially all of the new pipeline infrastructure is targeting the U.S. Gulf Coast.
v" Consequently, the U.S. Gulf Coast markets will be saturated with light crudes.

+ Assuming blanket exports of crude are not permitted, to balance the markets so
production can be developed, the following needs to happen (or continue happening):

v' Light and heavy crudes must be blended to displace medium imported barrels and
refiners must optimize/reconfigure their plants to process the blends.



v

Light crude refining capacity needs to be increased and/or additional condensate
splitters need to be built on the U.S. Gulf Coast.

+ As this scenario continues to unfold and the markets adjust, we continue to expect
volatility/changes in prices at certain locations and among various grades of crudes.

v

v

Production growth in certain areas is still expected to continue to outpace
infrastructure growth (“Volumetric Imbalances™).

As waterborne imports are backed out, the ability of the local and overall refining
complex to absorb incremental barrels (light and condensate in particular) without
price adjustments is eliminated (“Quality Imbalances”).

Minor operational disruptions and/or infrastructure timing delays can result in
rapid and dramatic widening of differentials.

Price volatility is likely to be further amplified by rising overall production
decline rates.
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