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ABOUT
Founded in 2006, Annapolis Capital is a long‐term investor of growth capital in the Canadian
upstream oil and gas industry. Prior to joining Annapolis, our management team had years of
hands on operational, technical, financial and leadership experience in operating oil and gas
companies, which guides our investment process and informs our strategic and
Environment, Social and Governance (“ESG”) input with investee company management
teams.
Annapolis has raised a total of $650 million of capital from a supportive institutional and
high net worth individual investor base, with over $30 million of that capital invested by our
principals and their families. Annapolis is actively managing Fund VI and Fund VII, with
investments in eight portfolio companies. Annapolis is also actively managing a $50 million
fund focused on Canadian public oil and gas equities.
Annapolis believes that ESG factors form an essential part of the process of screening new
investments and the ongoing oversight and good management of existing portfolio
companies and therefore are an integral part of our investment due diligence process and
monitoring and governance regimes of our portfolio companies. We believe that the
consideration, evaluation and management of ESG risks equip Annapolis to make better
investment decisions and reduce portfolio risk through time. We also recognize that ESG
policies applied constructively better align Annapolis with many of the broader objectives of
society and the communities in which we, and our portfolio companies, operate.
Community involvement and giving are part of the Annapolis culture. Since inception in
2006, Annapolis has invested over $2.7 million in worthy causes, with particular emphasis
on supporting initiatives that focus on women, children and health, in our local community
and also internationally. Giving of time and talent is also strongly encouraged within our
team with employees making significant contributions to meaningful causes for which they
have a personal interest.
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MESSAGE FROM OUR CEO
Since its founding 14 years ago, Annapolis
has applied a consistent philosophy to
investing – we invest in the strongest and
brightest management teams to build
value‐adding oil and gas companies over
the long term. For perspective on the
scope of the current Annapolis portfolio of
companies (excluding our public energy
fund), in 2019 the Annapolis portfolio
companies contributed over $850 million to
the Canadian economy through funding
their capital programs, operating and
transportation expenditures, royalties, taxes
and dividends. An important component of
building these companies is the belief that
long‐term investment performance has a
positive correlation with teams that make
ESG a priority. ESG risks and priorities have
been imbedded in our investment strategies
since inception (though, admittedly, in our
earliest days the component parts of ESG
were not neatly grouped under a single
heading of what has become more widely
known and understood as “ESG”).
The evolution of ESG has been
accompanied by growing investor interest in
understanding how their investment
managers
have
incorporated
ESG
considerations into their investment
process and what they are doing to make a
difference in the future. In that regard, we
are pleased to share with you our inaugural
ESG Report.

In this first edition of our ESG Report we
review Annapolis’ Approach to Responsible
Investing, two Annapolis portfolio company
case studies, ESG and the Canadian Oil &
Gas Industry, Annapolis’ 2018 and 2019 ESG
Achievements, our 2020/2021 ESG Goals,
and ESG inside Annapolis.
As the world looks to shift to a lower
carbon economy, transition/adaptation ESG
risks have risen to a level of increased
importance in society and into our own
investment process. Meanwhile, there is
forecast to be significant ongoing global
demand for oil in the coming decades. Part
of our challenge and responsibility is to
assist our portfolio companies to navigate
and be best in class regarding ESG matters
and to do our part in contributing to
Canada’s ongoing success as a global leader
in ESG standards.
We look forward to reporting back to you
on our progress next year in our 2020
report. In the meantime, please do not
hesitate to reach out to us if you have
questions regarding Annapolis’ approach to
ESG or any other matter.
Best regards

Peter Williams
Managing Partner & CEO

Annapolis Capital ‐ 2019 ESG Report

Page 2

ANNAPOLIS’ APPROACH TO
RESPONSIBLE INVESTING
We define Responsible Investment as the integration of ESG considerations into the
investment management process and ownership practices with a view to reducing
investment risk, positively impacting financial performance and better aligning Annapolis
with the broader objectives of society. Annapolis integrates ESG considerations into all of
our investments.
We believe that the consideration, evaluation and management of ESG risks allow Annapolis
to make better investment decisions and reduce portfolio risk through time while
contributing to the broader objectives of society.
RESPONSIBLE INVESTMENT GUIDELINES
• We consider ESG factors when conducting due diligence on investment opportunities and
when monitoring portfolio investments.
• We seek governance rights with our portfolio companies and are active owners of these
businesses where possible.
• We seek disclosure from our portfolio companies on their policies dealing with health,
safety and the environment and social issues in the communities in which they operate.
We require that our portfolio companies comply with all laws and regulations in the
jurisdictions in which they operate and encourage them to follow industry best practices.
• As active owners, we require our portfolio companies to have formal and capable Health,
Safety and Environment (“HSE”) Committees in place. Where appropriate, we seek
representation on the committees of the boards of directors responsible for HSE and ESG
related matters.
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RESPONSIBLE INVESTMENT PROCESS
We consider ESG risks via an in‐house review.
We do not screen or eliminate investments
based solely on ESG factors. We apply a
subjective investment test in our overall
investment decision weighing whether an
investment is likely to meet return
expectations considering all risk factors,
including ESG risk factors.
While the complete list of ESG factors to be
identified and assessed are unique to each
investment, and must therefore be so
tailored, we do consider certain common
risks. These risks include, but are not limited
to:
• Environmental
–
greenhouse
gas
emissions, natural gas flaring and venting,
resource availability, climate risks,
environmental
liabilities
and
environmental risks
• Social – health and safety impacts on
employees,
contractors
and
local
communities
• Governance – board qualifications, board
committees, board diversity, controls and
compliance
Annapolis’ investment team is responsible
for assessing these risks during the initial
screening process, due diligence and ongoing
monitoring of the investment.
ENGAGED OWNERSHIP
As engaged owners of the businesses in
which we invest, we seek governance rights
consistent with the level of our ownership,
including membership on many of the
committees of the board of directors. We
believe strong governance and board
oversight are important to ensure our
portfolio companies are well run and that
ESG risks are well assessed and managed. We
encourage
portfolio
companies
to
incorporate responsible ESG considerations
into their day to day business and their
evaluations of future opportunities.

Venturion Oil Drilling Rig at Mica

ESG AND THE CANADIAN OIL &
GAS INDUSTRY
The Canadian oil & gas industry contributes $108 billion(1) to Canada’s gross domestic
product (“GDP”) representing 5.6%(1) of total GDP and correspondingly contributes
tremendously through taxes and royalties to fund Canada’s national social infrastructure
(prior to measuring the contribution at the local community level which is enhanced through
local donations and volunteering).
The Canadian oil & gas industry is regarded as a world leader in ESG, upholding among the
highest environmental, human rights and labour standards in the world. Canadian oil
remains among the most ESG friendly barrels in the world and we are proud of this
contribution. The world would be a worse place if Canadian barrels were replaced by those
of producing nations having lower ESG standards and practices.
Of the top 20 global oil producing countries, Canada sits consistently in the top 2 or top 3 for
Environmental Ranking (2020 Environmental Performance Index published by Yale Center for
Environmental Law & Policy), Social Responsibility Ranking (2019 Social Progress Index
published by Social Progress Imperative) and Governance Ranking (2018 World Governance
Indicators published by World Bank).

(1) Source:

Canadian Association of Petroleum Producers, 2018
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If the 20 countries contained in the charts above were instead limited to the top 10
countries by oil reserves, Canada would have the #1 Environmental Ranking, the #1 Social
Responsibility Ranking and the #1 Governance Ranking.
Annapolis Capital ‐ 2019 ESG Report

Page 6

ESG CASE STUDIES
ESG AT ARTIS EXPLORATION LTD.
Artis Exploration (“Artis”), an Annapolis Fund VII portfolio company, is a Calgary based oil
and gas exploration and production company focused on the Duvernay light oil play in the
East Shale Basin in Central Alberta.
The nature of Artis’ drilling operations requires the use of large amounts of water. The
company has made it a priority to employ water conservation strategies to minimize the
amount of freshwater Artis uses in its operations. This, in turn, reduces Artis’ environmental
footprint and enhances its social license with the communities in which it operates. Artis’
freshwater conservation strategy is being achieved through prioritizing the use of non‐
freshwater sources including (1) recycled water from drilling and completion operations, (2)
conserving and collecting formation water produced from its existing producing wells, and
(3) a unique innovation outlined below.
Artis has innovated water conservation through the execution of agreements with local
communities to purchase effluent (wastewater) to use in its operations. Through these
agreements with the local communities, Artis has access to significant volumes of effluent
produced annually.
In 2019, Artis was able to displace over 50% of its freshwater requirements through the use
of recycled, produced, and effluent volumes.
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ESG AT ARTIS EXPLORATION LTD.
The benefits of this water conservation innovation are multi‐faceted:
1. Artis’ freshwater requirements and consumption are significantly reduced, preserving
freshwater access for local communities and reducing Artis’ environmental footprint
generally;
2. Local communities benefit from not having to further process and dispose of the
community effluent which Artis utilizes; and
3. The civic economies of the local communities are enhanced through Artis’ payment for
access to the effluent.

Artis Exploration Well Pad
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ESG AT CALTEX RESOURCES LTD.

Caltex Resources (“Caltex”), an Annapolis Fund VI and Fund VII portfolio company, is a
Calgary based oil and gas exploration and production company focused on the development
of conventional heavy oil plays in Alberta and Saskatchewan.
Safeguarding the environment and minimizing its environmental footprint are core principles
in how Caltex operates. Between 2016 and 2019, Caltex invested $1.3 million on projects in
several of its core properties to improve efficiency and reduce greenhouse gas (“GHG”)
emissions. The projects included (1) constructing a gas gathering system at its Main Bodo
property, (2) the electrification of its South Bodo property to replace burning fuel gas to
drive operations, and (3) installing a vapour recovery unit at its Cosine property.
Through a combination of these and other smaller initiatives, Caltex lowered its aggregate
annual GHG emissions by 30% from 2016 to 2019. This significant decrease is even more of
an accomplishment when it is understood that during the same period Caltex increased its
production from 6,500 barrels of oil equivalent per day to 11,250 barrels of oil equivalent
per day. Taking its growth in overall production into account, Caltex actually decreased its
GHG emissions intensity by 60% during the period, when measured on a produced per
barrel of oil equivalent basis.
Caltex’s achievement highlights its commitment to environmental and social responsibility
while continuing to sustain best in class economic returns for its investors.
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ANNAPOLIS’ 2018/2019 ESG
ACHIEVEMENTS

Annapolis has long believed that the consideration of ESG factors and other risk factors is an
important aspect of our business. Since our founding, we informally applied ESG
considerations into our investment process. In early 2018, we instituted a Responsible
Investment Policy that formally documents the integration of ESG considerations into our
investment process for new and existing investments. This formalization ensures ESG
matters remain at the forefront of Annapolis’ thinking and business practices.
In 2018, Annapolis also appointed a Designated Responsible Person responsible for
developing and implementing Annapolis’ Responsible Investment frameworks and diligence
checklists and for ensuring policy compliance. The Designated Responsible Person attended
the 2018 Responsible Investment Forum in New York organized by Private Equity
International in March 2018, furthering our understanding of other organizations’
approaches to Responsible Investment.
Over 2018 and 2019, all six front office team members and Annapolis’ Chief Financial Officer
completed the requirements and exams for the Responsible Investment Fundamentals
course from the United Nations Principles for Responsible Investment (“UNPRI”) Academy.
In 2019, the Designated Responsible Person also completed the higher level UNPRI Academy
course requirements and exam for the Responsible Investment Essentials course.
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Annapolis has historically collected HSE information from our portfolio companies and, in 2020,
we began collecting a broader suite of ESG information to benchmark and, over time, assist our
portfolio companies in achieving their ESG goals. This information pertained to the portfolio
companies’ 2019 fiscal year and included the following:
• Confirmation of the existence of key elements of an effective HSE Framework
• 2019 HSE incident statistics
• Asset Retirement Obligations (“ARO”) at year end and anticipated 2020 remediation and
restoration expenditures
• ARO management plans on an up to five‐year basis
• Water use conservation practices
• Total volumes of natural gas used as fuel, vented and flared in operations
• Sulphur content of crude oil production and the amount of hydrogen sulphide (H2S) produced
• Greenhouse gas emissions on a CO2 equivalent basis
• Amount of carbon taxes paid
• Impact of operations on local communities and environmentally sensitive areas
• Charitable and community‐oriented donations and organizations supported
• Contribution made to the economy
• Insurance coverage
We will be meeting with each of our portfolio companies prior to the end of the year to review
with them how they compared to the rest of the portfolio on these key items, provide our view
of best practices and present a list of action items and expectations for the following year.
In 2020, our portfolio companies have applied for Alberta Government grants through the Site
Rehabilitation Program and Saskatchewan Government grants through the equivalent
Accelerated Site Closure Program which, if successful in their applications, will help fund a
portion of their 2020 and 2021 remediation and restoration expenditures.
As mentioned previously, in 2019, through funding their capital programs, operating and
transportation expenditures, royalties, taxes and dividends, the Annapolis portfolio companies
contributed over $850 million to the Canadian economy.
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ANNAPOLIS’ 2020/2021 ESG
GOALS
Over the 2020/2021 period we look forward to advancing ESG discussions with our portfolio
companies with respect to the broader suite of ESG information that they have provided to
us. These discussions are expected to focus on individual company areas for improvement
in ESG performance, benchmarking each company against the other Annapolis portfolio
companies and benchmarking each company over time against its 2019 performance, being
our base year for monitoring.
We expect a higher degree of attention across the portfolio will be directed to continuous
improvement in HSE incident statistics, greenhouse gas emissions and asset retirement
obligations and management plans, with an appropriate level of attention directed to the
other ESG information provided.
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ENVIRONMENT, SOCIAL AND
GOVERNANCE AT ANNAPOLIS
Annapolis is a workplace focused on inclusivity where all individuals are treated with respect
and dignity and we hold ourselves accountable to the highest standards of governance,
transparency and compliance.
Annapolis is committed to the environment and to reducing our environmental footprint. At
Annapolis, we have long limited the use of single use plastics, we have an active recycling
program and our office is in a building built with attention to environmental conservation
and efficiency. As part of its environmental conservation and efficiency, our office building
uses geothermal heating and cooling and energy efficient lighting.
Charitable giving has always been a priority for Annapolis, and, since inception, Annapolis
has donated over $2.7 million to various local and international charities. Annapolis makes
donations corporately and, as part of a unique employee benefits program, provides each
employee with an annual charitable donation allowance which he or she can direct to any
registered charity of his or her choosing which Annapolis then funds.
In addition to donations, Annapolis employees are active in their communities volunteering
with various organizations. Annapolis employees are serving as trustees or directors of The
William & Mary Foundation, Alberta Indigenous Opportunities Corporation, Lionheart
Foundation, Adolescent Mental Wellness Foundation and volunteering with several local
children’s sports organizations, community organizations and other charities.
In 2019, Annapolis supported the following charitable organizations (and in 2020, Annapolis
and its employees have focused more of their donations on groups made more vulnerable
by the COVID‐19 pandemic and on organizations which help support them):
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Annapolis is a member of the Canadian Venture Capital Association and is registered with
the provincial securities regulatory authorities in Alberta, British Columbia, Ontario, Quebec
and New Brunswick and reports to the U.S. Securities and Exchange Commission as an
Exempt Reporting Advisor.
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