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Perspective on the Energy Transition

D As the world moves towards renewables, traditional energy still serves a purpose

Investing in the oil and gas industry has become one of the most contentious topics in the ESG
(environmental, social, and governance) world. Certain investors associate investment in the
traditional energy sector as being counterintuitive to global decarbonization efforts. Yet as is often
the case with ESG issues, the energy transition towards renewable energy is more complex and
nuanced than it appears on the surface.

Summary

* A shift away from fossil fuels towards renewable energy is vital in keeping global warming to 1.5 degree
Celsius, but it will take decades for renewable energy to become the dominant source of energy.

* Thereareseveral obstaclesthat preventthe ability toramp up renewable energy capacity globally, including
the material-intensive nature of buildingwind turbines and solar panels, the time-consuminglogistics to
buildingnew infrastructure forrenewable energy, as wellasthe needto solve technologicallimitations.

* In the meantime, without sufficient renewable energy capacity to take over, a premature phase-out of
fossil fuels could generate negative consequences like energy shortages, higher prices and adverse
economic impacts — all of which disproportionately impact the lower-income cohorts.

* Within the context of achieving a responsible energy transition, we believe the traditional energy
sector has a crucial role to play by supporting the consumer’s need for affordable and reliable energy.



The energy transition is complex and challenging

Climate change is one of the most significance crises of our time.

A shift away from fossil fuels — which includes coal, crude oil and
natural gas — towards renewable energy is vital to achieving the Paris
Agreement goal of keeping global warming to 1.5 degree Celsius

and averting the worst effects of climate change. The necessity and
urgency of the energy transition is widely accepted, but there is a lack
of consensus on a reasonable timeframe and the challenges are not
widely understood.

The growing rate of renewable energy adoption has been encouraging
over the last few years, but the reality is that it will take decades for
renewable energy to become the dominant source of energy. In 2021,
renewable energy (i.e. wind and solar) represented about 13% of the
global energy supply, which pales in comparison to the 82% coming
from fossil fuels."2 There are several obstacles that prevent our ability
to ramp up renewable energy capacity.

The first is the material and intensive nature of building wind turbines and
solar panels. Compared to a traditional gas-fired plant, an offshore wind
plant requires thirteen times more mineral resources and a solar plant
requires six times more.? Shifting the energy supply to renewables means
there will need to be a substantial increase in commodities like copper,
zinc, silicon and lithium, which we do not have today. At the same time,
the mining process for these commodities, many of which are located in
countries with poor governance practices, may take many years to go
through the stages of exploration, development and extraction.

Another hurdle is infrastructure. Most of the existing transmission
infrastructure, like power lines, were built to serve fossil fuel and
nuclear power and, as a result, new infrastructure is needed to transmit
solar and wind energy. Intermittency and storage are another challenge
— the wind does not always blow, nor is it always sunny, and current
battery technology is not adequate enough to allow for a complete
reliance on wind and solar as baseload power. Wind turbines and

solar farms also require land to be built upon, which requires time for
negotiations, permits and community considerations.

These factors help illustrate that the energy transition will not happen
overnight, and it will likely take decades before renewal energy can
feasibly surpass fossil fuel energy.

=
2 | Guardian Capital: Perspective on the Energy Transition é GUARDIAN CAPITAL..



With this in mind, by providing affordable and reliable energy, fossil
fuels and natural gas in particular (because of its lower emissions
compared to coal), have a role to play in the global energy transition.
Without a sufficient supply of renewable energy, a premature phase-out
of fossil fuels could result in significant unintended repercussions such
as energy shortages, higher prices and an adverse economic impact —
all of which would disproportionately impact the lower-income cohorts.

The current energy crisis in many European countries is an illustration
of this quagmire. In 2021, Russia supplied 32% of Europe’s gas, whilst
sending half of its oil exports to Europe.* Following Russia’s invasion of
Ukraine, European policymakers are attempting to reduce their reliance
on Russian oil and gas, but lack a clear substitute to replace it. These
events have caused global oil and gas prices to rise drastically, and
everyday consumers have felt the immediate effects at the pumps via
higher gasoline prices. All this is forecast to lead to a significant surge
in gas and electricity prices in the UK come wintertime.® It seems likely
that many European countries will look towards boosting their use of
coal — a higher carbon-emitting fuel source than oil and gas — to help
cope with the looming energy shortage.®

Recognizing the need for affordability and reliable energy, we have
started to see a shift in thinking about the role of oil and gas in the
energy transition and the decarbonization of the global economy,

and with that, its place in investment portfolios. Views on the energy
transition have generally differed geographically, with European
investors leading the charge by divesting from energy companies,
while investors in North America are more likely to acknowledge the
need for oil and gas. Even so, it is worth noting that holdings in energy
companies have risen modestly in European ESG Funds this year,
when they were once shunned by European investors, as reported by
the Financial Times.’
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Guardian Capital LP’s Approach

We believe the traditional energy sector has a crucial role to play in the
energy transition by supporting the need for affordable and reliable energy.

Not all energy companies are created equal and, as with any industry, there
are always leaders and laggards when it comes to sustainability practices.
Guardian Capital’s highly experienced investment teams conduct holistic
ESG-related assessments on the individual companies in their portfolios
as a part of the investment process. Our approach is to understand the
environment in which these companies operate and assess the impact
that ESG factors have on a company’s valuation and outlook. Leaders

in the energy space tend to be proactive in addressing ESG issuesin a
variety of ways, including seeking to reduce the carbon intensity and air
pollution impact of their operations through technological and process
improvements, reducing and recycling hazardous waste streams,
integrating community engagement into each phase of the project cycle,
protecting the health and safety of all employees and developing a culture
of safety to reduce the probability that accidents will occur.

At Guardian Capital, we believe that oil and gas companies, with their
long operating history and strong research and development (R&D)
track record, are well placed to further develop existing technologies
essential to reaching net zero goals like carbon capture and storage
technology. In addition, they can invest in and advance R&D on new
technologies and solutions like hydrogen or small modular nuclear
reactors, as well as emerging technologies like direct air capture. For
this reason, we expect to remain long-term investors in this sector.

Additionally, Guardian Capital’s fundamental equity managers engage
with oil and gas companies on topics such as GHG emissions, resource
and waste management, environmental impact and goals, as well as
plans to mitigate climate change-related risks. Corporate engagement
has become common practice among institutional investors and
involves undertaking a series of meetings with corporate leaders to
understand and question current practices and to drive positive change.
We are committed to using our powers as a shareholder to influence
companies to improve sustainability practices and corporate behavior.
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Disclaimers

This document is intended as a general source of information. It is not intended to provide specific individual advice including, without
limitation, investment, financial, legal, accounting or tax, or a recommendation to buy, sell or hold a security and should not be relied upon
in that regard. Individuals should seek the advice of professionals, as appropriate, regarding any particular investment.

Responsible investing is an approach to investing that incorporates ESG considerations into investment decisions. This approach may
incorporate considerations beyond traditional financial information into the investment selection process, which could result in investment
performance deviating from other products with comparable objectives or from broad market benchmarks. Guardian Capital LP is a
signatory of the United Nations-supported Principles of Responsible Investment (UN PRI). The UN PRI does not prescribe the exclusion
of any particular type of company or industry; rather it requires that, as the Manager, we are informed on the ESG issues, and that we are
comfortable with the activities and practices of the companies that we invest in. Our Responsible Investing policies are available above on
our webpage at:https://www.guardiancapital.com/investmentsolutions/responsible-investing/.

The opinions expressed are as of the published date and are subject to change without notice. Assumptions, opinions and estimates are
provided for illustrative purposes only and are subject to significant limitations. Reliance upon this information is at the sole discretion

of the reader. This document includes information concerning financial markets that was developed at a particular point in time. This
information is subject to change at any time, without notice, and without update. This document may also include forward looking
statements concerning anticipated results, circumstances, and expectations regarding future events. Forward-looking statements require
assumptions to be made and are, therefore, subject to inherent risks and uncertainties. There is significant risk that predictions and other
forward looking statements will not prove to be accurate. Investing involves risk. Equity markets are volatile and will increase and decrease
in response to economic, political, regulatory and other developments. Investments in foreign securities involve certain risks that differ
from the risks of investing in domestic securities. Adverse political, economic, social or other conditions in a foreign country may make the
stocks of that country difficult or impossible to sell. It is more difficult to obtain reliable information about some foreign securities. The costs
of investing in some foreign markets may be higher than investing in domestic markets. Investments in foreign securities also are subject to
currency fluctuations. The risks and potential rewards are usually greater for small companies and companies located in emerging markets.
Bond markets and fixed-income securities are sensitive to interest rate movements. Inflation, credit and default risks are all associated
with fixed income securities. Diversification may not protect against market risk and loss of principal may result. It should not be assumed
that any of the securities discussed were or will prove to be profitable, or that the investment recommendations or decisions we make in

the future will be profitable, or will equal the investment performance of the securities discussed. Certain information contained in this
document has been obtained from external parties, which we believe to be reliable, however we cannot guarantee its accuracy.

Guardian Capital LP manages portfolios for defined benefit and defined contribution pension plans, insurance companies, foundations,
endowments and investment funds. Guardian Capital LP is a wholly owned subsidiary of Guardian Capital Group Limited, a publicly traded
firm, the shares of which are listed on the Toronto Stock Exchange. For further information on Guardian Capital LP and its affiliates,
please visit www.guardiancapital.com. Guardian, Guardian Capital and the Guardian gryphin design are trademarks of Guardian Capital
Group Limited, registered in Canada, and used under license.
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