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Keyera Facilities Income Fund operates one of the largest natural
gas midstream businesses in Canada. Our three business lines
consist of natural gas gathering and processing; processing,
transportation and storage of natural gas liquids (NGLs) and crude
oil; and NGL marketing and crude oil midstream services.
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Our gathering and processing facilities are strategically located
in natural gas production areas on the western side of the
Western Canada Sedimentary Basin. Keyera’s NGL and crude oil
infrastructure includes pipelines, terminals, processing plants
and storage facilities in Edmonton and Fort Saskatchewan,
Alberta. Keyera also markets propane, butane and condensate
to customers across North America.

Notice to Readers
This Summary Annual Report contains forward looking information,
which is based on management’s current beliefs and assumptions.
Actual events or results may differ materially. For further
information, please refer to the advisories on page 38.
We encourage you to read our 2007 Financial Report, which
contains Management’s Discussion and Analysis and audited
Consolidated Financial Statements and Notes. You can view
these documents online at www.keyera.com or call us toll free
at 1-888-699-4853 to obtain a copy.
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A reconciliation between distributable cash flow and cash flow from operating activities can be found on page 22 of Keyera’s 2007 Financial Report.
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About the cover: Located in Alberta’s Industrial Heartland alongside the North Saskatchewan River, Keyera’s Fort Saskatchewan
NGL fractionation and storage facility (top and centre photos) is
well positioned to provide services to the evolving oil sands sector
in Alberta. Keyera’s infrastructure (like the Rimbey gas plant rail
terminal shown in the bottom photo) is a key element in the
success of our NGL marketing business.
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Financial Highlights
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Ahead of the curve reflects Keyera’s entrepreneurial spirit. It reflects a proactive approach
to operating our assets, anticipating the needs of our customers, capturing new opportunities,
managing risks and growing our business. From regular, preventative maintenance of our
facilities to emergency response planning, from projects that support producer initiatives
to health, safety and environmental stewardship, Keyera is Ahead of the curve.

1

See Note Regarding Non-GAAP Financial Measures on page 38. Distributable cash flow is not a standard measure
under Canadian generally accepted accounting principles (GAAP) and therefore may not be comparable to similar
measures reported by other entities. The most comparable GAAP measure to distributable cash flow is cash flow
from operating activities. A reconciliation between distributable cash flow and cash flow from operating activities
can be found on page 22 of Keyera’s 2007 Financial Report.

2

2004 reflects Keyera Energy Partnership results and is included for comparison purposes. 2004 distributable
cash flow is shown before deducting Fund expenses.

1
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Ahead of the Curve » Investing for long-term value

Keyera at a glance
We operate one of the largest natural gas midstream businesses in Canada. Our businesses are
integrated and extend from the wellhead to the customer. The many services we provide are grouped
into three business lines: Gathering and Processing; NGL Infrastructure; and NGL Marketing and Crude
Oil Midstream.

Products and Services

Gathering
and Compression

Our business begins with the collection of customers’ raw gas in our network of gathering pipelines
for deliver y to Keyera’s processing plants. Often, raw gas needs to be compressed to enter the
gathering systems or gas plants at sufficient pressure. Keyera charges customers a fee for the use
of our pipelines and compressors.

Natural Gas
Processing

Applying physical and chemical processes, we separate commercially valuable products, such as sales
gas and natural gas liquids (NGLs) from the raw gas. Impurities, such as water, hydrogen sulphide and
carbon dioxide, are removed and disposed of. Keyera charges customers a fee for these services.

NGL Processing

We separate the NGL mix recovered from the raw gas during the gas processing stage into products,
such as propane, butane and condensate, before they are sold to end-use customers. Keyera charges
customers a fee for these services.

Business Lines

Strengths
» 15 gas plants with gross capacity of 1.7 billion
cubic feet per day
» Strategically located in the western part of the Western
Canada Sedimentary Basin

Gathering
and Processing

» Broad capture areas and high barriers to entry
» Available unutilized capacity to accommodate additional
volumes of raw gas
» Flexibility to process sour gas and extract NGLs
» Expertise in safe operation of large, sour gas facilities

» 4 NGL processing plants with net capacity of
65,000 barrels per day
» Strategically located in the Edmonton/Fort Saskatchewan
area, a major North American energy hub

NGL
Infrastructure

» 8.9 million barrels of storage capacity and 12 truck/rail
terminals to support the NGL and oil sands sectors
» Logistics expertise and flexibility to receive and deliver
NGL products into the Fort Saskatchewan energy hub
» Strategic undeveloped land for future growth

» Priority access to key fractionation, storage, pipeline,
logistics and transportation infrastructure

NGL Marketing
and Crude Oil
Midstream

» Integrated with Keyera’s gathering and processing and
NGL infrastructure assets, allowing us to enhance value
throughout the midstream value chain
» Fleet of 600 railcars
» Geographic and customer diversity
» Logistics expertise across niche markets

2
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Significant new business opportunities stem from having strategically located, interconnected
infrastructure. Keyera is well positioned to benefit from future growth in the oil sands as well as
ongoing natural gas activity around our plants.

NGL Transportation
and Storage

Propane, butane and condensate are delivered to end-use
markets by pipeline, truck or rail from loading terminals located
at our processing and storage facilities. We also store product in
our underground storage caverns for future processing or sale.
Keyera charges customers a fee for these services.

NGL Marketing
and Crude Oil
Midstream

We purchase NGLs from about 200 natural gas producers and
sell to more than 100 retail and industrial customers across
North America. We also manage a crude oil midstream business,
utilizing Keyera facilities to enhance value. Keyera earns a margin
on the sale of these products.

Drivers

Opportunities

» Continued demand for western Canadian natural gas
throughout North America

» Expanding plants and gathering systems to capture
production from new areas

» Ongoing drilling around our gas plants and gathering systems

» Modifying plants to create new sources of cash flow
and meet the growing demand for raw gas processing

» Fiscal regime and economics that support continued
natural gas producer activity
» Attractive geology adjacent to our facilities
» Advancements in drilling technology that enhance
producer economics

» Pursuing acquisitions of existing gathering systems
and processing plants
» Encouraging plant consolidations as producers look
to minimize capital and operating costs

» Industry focus on cost structure improvements through
facilities efficiencies

» Continued development of liquids-rich natural gas
in western Canada

» Expanding our processing, transportation and
storage facilities at Edmonton and Fort Saskatchewan

» Ongoing development of Alberta’s oil sands

» Providing additional processing, transportation, storage,
blending and logistics services

» Evolution of the Edmonton/Fort Saskatchewan area
as a key energy hub
» Bitumen upgraders to be constructed in the Industrial
Heartland
» Demand for diluent to transport bitumen from the oil sands
to upgrading facilities for conversion into synthetic crude oil

» Access to NGL supply – propane, butane and condensate
» Capability to process, transport and deliver products
to customers when they need it

» Acquiring additional strategic infrastructure to support
oil sands development
» Increasing the number of connections to pipelines and
facilities in the Edmonton/Fort Saskatchewan area

» Importing additional condensate into Alberta
to meet the growing diluent demand
» Diversifying sources of NGL supply

» Storage capacity for inventory to meet seasonal
winter demand

» Acquiring complementary infrastructure to support
marketing efforts in the United States

» Market knowledge and logistics expertise

» Utilizing expanded Fort Saskatchewan storage capacity
to enhance marketing margins

3
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Board of Directors

Left to right:
Wesley R. Twiss, Nancy M Laird,
William R. Stedman, Jim V. Bertram,
E. Peter Lougheed, Michael B.C. Davies,
H. Neil Nichols, Robert B. Catell.

Our business performance is linked to values that demand
respect for people, communities and the environment. Keyera
balances economic integrity, environmental stewardship and
social responsibility, all of which are essential to our success.

4
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Ahead of the Curve » Investing for long-term value

Chairman’s Message
Keyera has proven its ability
to deliver impressive results
and seize new opportunities
in a difficult business
environment. With a clear
vision for the business
and a proven strategy,
I am confident that Keyera
will continue to find many
opportunities for growth
in the years ahead.

Looking back over the past year, it is clear that 2007 was a year of both challenge
and opportunity for Keyera. The challenges appeared on many fronts, including fiscal
and regulatory changes relating to taxation, royalties and the environment. These
came at a time when weak natural gas prices and high costs were creating a
slowdown in natural gas drilling. While these challenges are continuing to test
organizations in the energy industr y and beyond, Keyera has proven its ability
to deliver impressive results and seize new opportunities in a difficult business
environment. With three business lines and an increasing exposure to the growing oil
sands sector in Alberta, Keyera is diversifying its sources of cash flow and positioning
itself for continued future growth.
Keyera’s success is the result of the consistent application of our long term growth,
investment and risk management strategies, together with the strength of our people
and the strategic location of our assets. Building on this solid foundation, Keyera
delivered outstanding results in 2007 for the benefit of all of our stakeholders –
investors, customers, partners, employees and communities.
In addition to our strong financial performance, I am extremely proud of our track
record as an engaged and responsible corporate citizen. Keyera has fostered a culture
that encourages an entrepreneurial approach to business, values teamwork, and
places a premium on respect for people, communities and the environment.
Throughout our proud histor y of operations in Alberta, Keyera has remained
committed to these principles, and we continue to believe that they are an important
dimension of our long-term success.
Keyera also recognizes the importance of upholding high standards of corporate
governance. Your Board benefits greatly in the performance of its governance and
oversight role from the unique perspectives and expertise offered by each director,
as well as from ongoing, open dialogue with the management team.
With a clear vision for the business and a proven strategy, I am confident that Keyera
will continue to find many opportunities for growth in the years ahead. I commend the
Keyera team for their work in developing this vision and for providing the leadership
necessary to keep Keyera ahead of the curve.
As a director and a unitholder, I am proud to continue to serve you.
On behalf of the Board of Directors,

E. Peter Lougheed
Chairman of the Board
February 26, 2008
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Ahead of the Curve » Investing for long-term value

2007 Report Card
We have a clear vision for our business: to deliver steady value growth built around sustainable, competitive
energy facilities. Our three-phased growth strategy is anchored by our commitment to maintain a
conservative capital structure. For nearly a decade, our focused strategic direction has remained consistent.
Our results speak for themselves.

Strategies

2007 Results
» Achieved record throughput, 3% higher than 2006
» Increased sour gas processing utilization at three
gas plants in the Pembina region

Increase
throughputs
at our plants

» Increased throughput by 27% at the Caribou gas plant
» Achieved higher NGL storage utilization at Keyera’s
Fort Saskatchewan facility
» Increased sulphur handling at the Strachan gas plant
» Increased condensate volumes offloaded at the
Edmonton terminal

» Extended the Caribou North Gas Gathering System
» Constructed a condensate truck loading rack at the
Rimbey gas plant

Pursue
expansion and
optimization
opportunities

» Initiated a storage expansion program at the Fort Saskatchewan
facility and began detailed engineering and site preparation
» Acquired use of a pipeline to connect the Edmonton
and Fort Saskatchewan areas
» Began work on an expansion of the truck loading rack
at the Fort Saskatchewan facility
» Completed preliminary plant modifications and tie-ins
to prepare for ethane extraction at the Rimbey gas plant

» Increased our ownership of the Rimbey Pipeline to 100%

Selectively
pursue
acquisitions

» Increased our ownership in the Easyford oil battery
to just over 25%
» Purchased a pipeline system and plant site north of the
Caribou gas plant
» Acquired a pipeline lateral to extend Keyera’s gathering
pipelines in the Pembina area of Alberta

Maintain
conservative
capital structure

» Completed a private placement of $120 million of long-term
unsecured senior notes at an aggregate interest rate of
just over 6%
» Maintained a net debt (including debentures) to cash flow
ratio of 1.8 times in 2007
» Extended $150 million bank credit facility, which was
undrawn at year-end

6
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Ahead of the Curve » Investing for long-term value

President’s Message
President & CEO Jim Bertram
provides his perspective on
a wide range of topics.
In 2007, Keyera once again
generated strong financial
and operating results. Our
focused strategy, well-located
plants, and creative business
development initiatives have
allowed us to prosper in a
year of industry uncertainty
and change.

Jim, how do you feel about Keyera’s performance in 2007?

I am extremely pleased with Keyera’s performance. In 2007, Keyera delivered exceptional
financial results, with strong contributions from each of our three business segments.
Cash flow from operating activities reached a record $119.8 million. Distributable
cash flow for the year was $143.5 million, or $2.35 per unit, the highest in our history.
Distributions to unitholders totaled $1.48 per unit, resulting in a payout ratio of 63%.
We continue to focus on providing our unitholders with sustainable growth in cash
distributions. In February 2008, we increased our monthly distribution to $0.135 per
unit, the sixth distribution increase in five years. This represents a 49% increase
since the Fund’s inception in 2003 and a compound annual growth rate of 8%.
How were you able to deliver these results?

All three of our business lines delivered strong results in 2007. Throughput at our
processing facilities was the highest in our history. We achieved record results in our
NGL infrastructure business as a result of our increased focus on the oil sands sector.
Our NGL marketing and crude oil midstream business had a very good year as well,
with strong markets for each of our products.
Why didn’t lower natural gas prices hurt your business in 2007?

Generally speaking, our business is only indirectly exposed to natural gas prices. Our
gathering and processing business generates revenues on a fee-for-service basis that
is not based on natural gas prices. Although lower gas prices were a factor in the

slowdown of natural gas drilling experienced in western Canada in 2007, to date our
gathering and processing business has benefited from ongoing producer activity
around our facilities. In fact, throughput at our gas processing plants increased in
2007 to 843 million cubic feet per day, the highest in our history and 3% higher than
last year.

7
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Ahead of the Curve » Investing for long-term value

Keyera facilities at
Fort Saskatchewan
and Edmonton are well
positioned to provide
diluent products, such
as condensate, and related
services to oil sands
producers.

How can you have record throughput levels at your plants when drilling activity
declined in 2007?

In a downturn, producers become more selective when choosing drilling locations and
look for targets with good geology and attractive economics, such as those found
west of the Fifth Meridian, where most of Keyera’s facilities are located. In these
areas, the land is relatively underdeveloped and the geology is highly prospective with
multiple productive zones and liquids-rich gas. Producers also prefer to drill close to
existing pipeline infrastructure to be able to tie in their production quickly. All of these
factors favour the lands around most of our facilities.
In what areas are you seeing the most promising producer activity?

Three of the most active producer areas are around our Caribou gas plant in
northeastern British Columbia, in the Pembina region of Alberta and in the Foothills
front region of Alberta – between our Strachan and Brazeau River gas plants. In each
of these areas, we have partnered with the producers in various ways to connect
their production quickly to Keyera infrastructure – a mutual benefit.
One of your key strategies involves positioning your assets in the Fort Saskatchewan
area to meet the demand for oil sands related services. How are you doing this?

Our facilities and land position in the area are ideally located and we see enormous
potential to provide ancillary products and services to the oil sands sector over the
next several decades. With the growing demand for condensate for use as diluent, we
have begun to expand our services through the construction of additional storage
capacity, connecting our facilities to diluent pipelines in the area and enhancing

our rail and truck terminalling services. These initiatives enhance our competitive
advantage in the area and are already contributing to our cash flow.
To prepare for the future, we are expanding our underground storage capacity in Fort
Saskatchewan and anticipate spending about $13 million in 2008 on the first of a
four-cavern program. When all four caverns are complete, our storage capacity at this
facility will increase by a third to 11.9 million barrels. In addition, we are adding a
fourth pipeline between our Edmonton terminal and Fort Saskatchewan NGL facilities
and expanding the truck terminal at our Fort Saskatchewan facility, both of which will
significantly enhance our operational flexibility.
8
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Ahead of the Curve » Investing for long-term value

Regardless of our
organizational structure,
we believe we have the
ability to adapt to the ever
changing political and
business landscape.

With taxation of income trust distributions set to take effect on January 1, 2011,
do you plan to change your corporate structure?

We have always said that Keyera is ideally suited to be an income trust, given our long
life assets, stable cash flows and strong competitive position, as well as the barriers
to entry in all three of our business lines. Our performance over the last five years
supports this view. At this time, we believe we could continue as an income trust
beyond 2011, as the income tax payable by trusts and corporations will be similar
when the new taxes take effect. However, there are a number of factors to weigh
when considering the best legal structure. We are monitoring these factors and
evaluating our options in order to arrive at a decision that we believe will be best for
Keyera and our unitholders.
Regardless of our organizational structure, we believe we have the ability to adapt to
the ever changing political and business landscape, thanks in part to our customerfocused business philosophy, our highly skilled team and our strategic assets.
What impact will Alberta’s recently announced royalty changes have on Keyera
when the new rates take effect in 2009?

While Keyera does not pay royalties, as a service provider we rely on natural gas
producers for our throughput volumes. The royalty changes announced in 2007 have
added uncertainty to the oil and gas industry and have the potential to slow down
drilling activity in the province. Thanks to the strategic location of Keyera’s facilities,
to date we have not been affected by drilling slowdowns. We are also encouraged by
the Alberta Government’s acknowledgement that deep gas drilling is critical to future
natural gas development in the province and by its intention to review the unintended
consequences of the new royalty program, particularly with respect to deep gas drilling.

What strategies does Keyera have in place to deal with new regulations on
greenhouse gas emissions?

Keyera has a long track record of implementing sound, environmentally responsible
projects, ranging from acid gas injection to waste heat recovery initiatives. We are
actively engaged in complying with new greenhouse gas emission rules implemented
in Alberta in 2007. As well, we tr y to take a proactive approach, looking for new
opportunities to achieve greenhouse gas reductions.

9
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Ahead of the Curve » Investing for long-term value

We believe successful
implementation of our
strategic growth initiatives
will allow us to build on
the competitive advantages
we currently enjoy in each
of our operating segments,
while allowing us to
diversify our business.

What are your plans for 2008?

The scope and breadth of our plants and facilities provides us with an extensive
portfolio of internal growth opportunities. In 2007, we invested $30.6 million of growth
capital on projects with significant scale and growth potential. In 2008, we anticipate
that our growth capital spending will be between $80 and $100 million. Assuming the
business environment remains similar to the past several years, this level of spending
may be sustainable for several years.
In 2008, in addition to the projects in Fort Saskatchewan, we recently began construction
of a 24-kilometre gathering pipeline extension at our Caribou plant. We are awaiting
regulator y approval of our proposed $26 million ethane extraction project at the
Rimbey gas plant. As well, we will continue to work to increase plant utilization by
building pipelines, adding compression and modifying existing facilities.
Where do you see your business going in the longer term?

Our plan going forward is to continue to build on our proven strategy. I am very pleased
with what we have accomplished to date and excited about the opportunities I see
ahead for Keyera. Over the last four years, we have diversified our business, found new
ways to generate cash flow from our existing assets and significantly increased our opportunities to service the developing oil sands sector. We have expanded our business
and have entered new commercial business areas. All the while, we have applied a
clear strategy in a disciplined manner, applying a business model that utilizes our
strategically positioned assets to generate cash flow along the value chain.
Overall, our business should be able to perform well through the natural gas cycles.
We believe that demand for natural gas will increase in North America and that the
Western Canada Sedimentary Basin will remain a key source of supply. As a result,
we anticipate continued drilling activity in western Canada, particularly on the western
side of the basin where most of our facilities are located.
As our business diversifies, our reliance on any one sector of the oil and gas business
lessens. Our NGL infrastructure and marketing businesses are increasingly leveraged
to activity in the oil sands sector as we take advantage of opportunities associated
with the growth in oil sands development expected over the next 10 to 20 years.
Our achievements are a result of the commitment, dedication and vision of our people
and the relationships they have built with our customers, suppliers, communities and
unitholders. I take great pride in thanking all of our employees for their hard work this
year and for the contributions they have made in making this year the best in Keyera’s
history. I look forward to continuing to work with this enthusiastic team as we build
on our record of success in the years to come.

Jim V. Bertram
President and Chief Executive Officer
February 26, 2008
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Keyera Management Team

Top row, left to right:
Jim V. Bertram
Bradley W. Lock
David A. Sentes

Bottom row, left to right:
Steven B. Kroeker
David G. Smith
Marzio Isotti

The consistent execution of our strategy has translated
into a solid track record of profitability and growth for
our unitholders that we continue to build on.
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As one of the largest, independent midstream operators in western
Canada, Keyera is well positioned to provide products and services
to natural gas and oil sands producers over the coming decades.
Significant new business opportunities will stem from our
strategically located, interconnected infrastructure.

12
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Ahead of the Curve » Investing for long-term value

Growth Projects and
Strategic Opportunities

Building a diversified portfolio for sustainable growth
The size, diversity and breadth of our infrastructure assets generate numerous growth
opportunities in all three of our business lines. Over the last five years, Keyera has
significantly grown cash flow and distributions by identifying and capturing
opportunities tied to natural gas and NGL development. To build a diversified portfolio
for long-term, sustainable growth, Keyera is also pursuing infrastructure opportunities
tied to oil sands development. Many of these opportunities allow us to expand the
range of products and ser vices in our NGL marketing and crude oil midstream
businesses, providing further diversification.
Growth projects west of the Fifth Meridian
– focused on natural gas

We believe the future of natural gas in the Western Canada Sedimentary Basin lies
west of the Fifth Meridian, where the lands are relatively under developed and wells
drilled are often deeper, with multiple geological zones of interest. The strategic
location of our gathering and processing facilities provides opportunities for plant
and pipeline expansions. In today’s business environment, natural gas producers are
becoming more selective when choosing drilling locations, choosing targets with more
attractive economics, located close to existing infrastructure. With restricted cash
flows, producers are more likely to look to midstream companies, like Keyera, to
develop new surface infrastructure. We have a number of expansion and optimization
projects currently under way and additional opportunities are being evaluated to
support continued producer activity around our plants.
Growth projects in Alberta’s Industrial Heartland
– focused on oil sands development

Our interconnected facilities in the Edmonton/Fort Saskatchewan region allow us to
fractionate, store, transport and deliver NGL products into the majority of the
pipelines, petrochemical plants and storage facilities in the Industrial Heartland
around Fort Saskatchewan. This region is expected to become the heart of oil sands
upgrading in Alberta. As one of the largest providers of storage, terminalling and other
pipeline and logistics services in the region, as well as one of the largest suppliers
of condensate for use as diluent, our assets and marketing expertise have created
a significant competitive advantage. We expect demand for our services will continue
to grow as bitumen production increases over the next decade, and we are pursuing
several infrastructure projects to position Keyera for this growth.

13

KeyeraAR_1-40_SD2:Layout 1

3/11/08

4:26 PM

Page 14

Ahead of the Curve » Investing for long-term value

Assets that support the oil sands
Keyera’s significant NGL fractionation, storage, rail and truck terminals, and pipeline
connections in the Edmonton/Fort Saskatchewan area are uniquely positioned to provide
products and services to the growing oil sands sector in Alberta.

World scale resource
With proven reserves of 174 billion barrels, Alberta’s oil sands rank
second only to Saudi Arabia in reserves. Resource companies have
acquired large land positions and begun pilot projects to validate the
extraction process and resolve technological problems associated with
in situ recover y. Today – and over the next decade – oil sands
producers are moving into commercial development and bitumen
production is expected to increase significantly.

Bitumen production expected to grow
Industry forecasts are that producers will spend over $100 billion on
new oil sands projects over the next 10 to 20 years to grow bitumen
production by as much as 4 million barrels per day. Because of its
viscosity, bitumen must be blended with a lighter product, referred to
as diluent, to enable it to flow via pipeline to upgraders in Fort
Saskatchewan and elsewhere in North America for conversion into
synthetic crude oil. Up to 500,000 barrels per day of incremental
diluent may be required. Condensate, a ver y light crude oil often
extracted from liquids-rich natural gas, is the preferred diluent.

Fort Saskatchewan: Alberta’s Industrial Heartland
Indications are that most of the bitumen upgrading in Canada from in
situ production will occur in the Industrial Heartland around Fort
Saskatchewan. Eight upgraders are either being built or are in various
stages of planning. The majority of bitumen, diluent and synthetic crude
oil pipelines will either terminate or pass through the Industrial
Heartland. The volume of products required and the associated logistics,
storage and handling services present opportunities for Keyera.

Keyera is ideally suited to provide products and services
Today, Keyera has the only underground condensate storage facilities
in Fort Saskatchewan and is one of the largest suppliers of condensate
to the oil sands sector. Our facilities in Edmonton and Fort
Saskatchewan are connected to a number of pipeline systems and
other facilities in the area.

Keyera has extensive, interconnected infrastructure
Keyera owns or controls about 65,000 barrels per day of NGL
fractionation capacity, 8.9 million barrels of underground storage, five
NGL pipelines, a pipeline logistics terminal, three truck terminals and
two rail terminals. This infrastructure is interconnected with other
Keyera facilities and to many of the major facilities and other pipelines
in the area.
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Bitumen production
OIL SANDS AREAS
EDMONTON / FORT SASKATCHEWAN

Keyera services at Edmonton/Fort Saskatchewan

Bitumen is extracted using surface
mining when it is close to the
surface or produced from well
bores (referred to as in situ
extraction) when the resource is
too deep for surface mining. In
situ recovery techniques include
steam assisted gravity drainage
(SAGD) and cyclic steam
stimulation (CSS).

Bitumen is highly viscous (like
molasses) and must be blended
with a lighter product, referred
to as diluent, in order for it
to flow in pipelines.

Numerous products and services
will be required to support the
increasing amounts of bitumen
production expected over the
next two decades.

Keyera is uniquely positioned to
provide diluent products, diluent
storage and rail, truck and
pipeline logistics services.

Upgrading is required to process
the bitumen into synthetic crude
oil before delivery to refineries
for processing into consumer
products like gasoline, diesel
and jet fuel.

Bitumen upgrading

Much of the bitumen is expected
to be upgraded into crude oil in
Alberta’s Industrial Heartland,
where Keyera’s facilities are
located.
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Meeting the growing demand for NGL storage
With existing undeveloped land atop the underground salt formation and operational expertise
to per form the cavern washing function, Keyera is ideally positioned to create additional
underground storage capacity.

How underground NGL storage caverns are created

To create a new storage cavern, like the one currently
underway at our Fort Saskatchewan facility, we bring a
drilling rig on site to drill a hole to a depth of
approximately two kilometres into the Lotsburg salt
formation. This hole is lined with pipe, called casing.
Two tubing strings are inserted into the casing (one
inside the other) and a wellhead unit is attached to the
casing at the sur face. This creates three channels,
allowing fluids to flow separately between the surface
and the cavern.
With the tubing in place, water is pumped down the
larger tubing string and into the salt formation. The
water dissolves salt, becoming brine. The brine is
returned to the surface through the inner tubing string.
NGLs, often propane, are injected into the outer casing
and pumped down to the top of the salt cavity to act as
a buffer to protect the integrity of the cavern ceiling and
the piping located there.

Depth of
approximately
2,000 metres

Over 18 to 24 months, water pumped into the formation
gradually enlarges the cavern, creating a pear shaped
profile. When the cavern has reached its optimal size,
(usually between 750,000 and one million barrels of
capacity), saturated brine is used instead of water to
ensure the cavern doesn’t grow any larger. Upon
removal of the inner tubing string, the cavern is ready to
be put into service.
Once operational, as NGLs are pumped into the cavern
for storage, brine is displaced to the sur face and
deposited in large brine ponds. To remove NGLs from
storage for delivery to customers, brine from the surface
ponds is allowed back into the cavern, displacing NGLs
to the surface.

NGLs

WATER

BRINE
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Strategic rationale for adding storage
Our long term vision

One of our key strategies
is to position our assets
in the Fort Saskatchewan
area to meet the growing
demand for oil sands
related services.

A key goal in Keyera’s long-term strategy is to become the premiere logistics, storage
and NGL provider to the oil sands sector in the Edmonton/Fort Saskatchewan area.
Keyera holds a sizeable land position and has significant energy infrastructure in this
Industrial Heartland area, where much of the upgrading of bitumen from the oil sands
is expected to occur. Our interconnected facilities allow us to fractionate, store,
transport and deliver NGL products, such as propane, butane and condensate, into
most of the pipelines, petrochemical plants and storage facilities in the area. As
bitumen production increases, demand for additional condensate for use as diluent
will increase, as will the need to store diluent products to manage the expected
variability in diluent demand.
Enhancing our competitive advantage

Keyera has a significant competitive advantage with respect to storage services in the
Fort Saskatchewan area. We own or control about one third of all the existing
underground storage in Fort Saskatchewan and currently we are the only provider of
underground condensate storage in the region. To enhance this competitive
advantage and to meet the growing need for storage, in late 2007 we initiated a multiyear project to use a portion of our undeveloped land to create four new underground
storage caverns at an overall cost of $70 to $80 million.
When completed, the four caverns will increase our storage capacity of propane,
butane, condensate and other hydrocarbons, such as off-gases (a byproduct of the
upgrading process), by three million barrels to 11.9 million barrels. Work on the first
cavern is underway and is expected to be operational in late 2009. After completing
the four caverns, sufficient room will remain to add another six caverns, giving us
the capability to double our current storage capacity to over 17 million barrels.

Keyera’s Fort Saskatchewan NGL Fractionation and Storage Facility

Future Brine Pond

Existing Brine Pond #3

Existing North
Brine Pond
Future
Brine Pond

Plant Process Area

Existing wellhead and cavern
Current cavern expansion
Future cavern expansion

Existing South
Brine Pond
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Our goal is to become the premiere logistics, storage and NGL products provider
in the Edmonton/Fort Saskatchewan area. Our interconnected facilities allow us to
effectively source, fractionate, store and transport NGL products into key markets.
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Other projects support oil sands strategy
Fourth pipeline increases operational capability

To support our storage expansion project and significantly enhance operational
flexibility, we are adding a fourth pipeline connecting our Edmonton logistics and
pipeline terminal with our NGL fractionation and storage facility in Fort Saskatchewan.
This $8 million, 30-kilometre pipeline project is a key link in the development of
our NGL strategy. When tie-ins are complete in 2008, we will be able to direct the
flow of condensate, propane, butane and NGL mix in either direction between these
two locations with greater flexibility and at increased volumes. This will make it
easier to supply NGLs to our customers when they need it and allow us to increase
the rates at which we can move products in and out of the 10 storage caverns at our
Fort Saskatchewan facility.
Truck rack expansions enhance product handling services

In 2007, we completed construction of a condensate truck loading rack at our
Rimbey gas plant, which has increased our capacity to deliver condensate directly
to the regional market. We also initiated an expansion of the truck rack at our
Fort Saskatchewan facility. This $5.5 million project is designed to enhance our
product loading ser vices and provide us with increased operational flexibility to
load and unload specification products as well as NGL mix, condensate and crude oil.
We expect the expansion to be operational in the second quarter of 2008.

Seizing growth opportunities

In 2007, we increased our ownership to 100% of Rimbey Pipeline Limited Partnership,
which owns the Edmonton logistics and pipeline terminal and the NGL pipeline
system connecting our Rimbey gas plant to Edmonton. With this acquisition, we now
have full control over these strategic assets. We are also enhancing the connectivity
of our assets by expanding our pipeline connections to other major pipelines and
facilities, especially those that carry NGLs into the Fort Saskatchewan hub and diluent
to Fort McMurray. As new oil sands pipelines are built and new upgrading facilities are
constructed, we will continue to explore ways of enhancing our pipeline connections
and services.
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Assets that support natural gas producers
Our large facilities have unutilized capacity, flexible processing capabilities and extensive
gathering systems – attributes that allow producers to connect their production quickly and
maximize their netbacks.

The shaded areas on this map
represent the depth (shallow,
intermediate or deep) of all wells
drilled to date in Alberta and
Northeast British Columbia,
using historical well data.

6th Meridian
5th Meridian

ALBERTA

This map also shows the location
of Keyera’s natural gas processing
facilities, which are strategically
located west of the Fifth Meridian,
in the deeper part of the Western
Canada Sedimentary Basin.
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5th Meridian

ALBERTA

SASKATCHEWAN

This diagram is a geological
cross-section of the area
represented by the diagonal
dotted line on the map above.
It illustrates the increasing
depth of the basin as one
moves west, toward the
Rocky Mountains.
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West of the Fifth Meridian – the future of the basin
Versatile facilities in strategic locations

The area west of the Fifth
Meridian is still largely
undeveloped, with multiple
gas prone zones that are
typically larger and richer
in NGLs. Clearly, this area
represents the future of
the Western Canada
Sedimentary Basin.

Keyera’s gathering and processing facilities are strategically located on the western
side of the Western Canada Sedimentary Basin, predominantly in areas west of the
Fifth Meridian. The lands west of the Fifth Meridian are relatively less explored and
have significant geological potential with multiple gas-prone zones. Deeper zones
often contain larger reserves and may also contain high levels of hydrogen sulphide,
carbon dioxide and NGLs. As a result, gas from these zones frequently requires
specialized processing and attracts higher processing fees.
Keyera’s facilities and the services we offer are well suited to handle this gas. Our
large plants have versatile processing capabilities and broad capture areas, making
it easier for producers to tie in their production. Our ability to process both sweet and
sour gas, extract NGLs and offer a range of other complementary services that allow
producers to maximize value from the raw gas they deliver to our facilities has
contributed to the growth in our gathering and processing business.
Adapting to change

In October 2007, the Alberta Government announced significant changes to the
Alberta royalty regime for 2009. Although we expect to see reduced activity in the
short term as producers adapt to the new royalty structure, we believe the prospects
for the longer term development of the basin are positive. We view the government’s
commitment to maintain incentives for deep-gas drilling as a positive sign for drilling
west of the Fifth Meridian and believe that the proposed shallow rights reversion may
help to stimulate more shallow completions.

Looking ahead

Today, we continue to see producer activity in areas surrounding many of our plants.
In these challenging times, producers are becoming more selective with their drilling
targets. As they look for more attractive economics, we anticipate that they will pursue
opportunities close to existing infrastructure that can offer them higher netbacks,
factors that favour Keyera’s facilities.
We expect the Western Canada Sedimentary Basin will continue to be a key source
of natural gas supply for many years. Given the barriers to entry and the competitive
location of our facilities in the basin, we are well placed to maximize the strengths of
our gathering and processing business strategy.
21

KeyeraAR_1-40_SD2:Layout 1

3/7/08

10:29 AM

Page 22

Ahead of the Curve » Investing for long-term value

Great geology and pipeline infrastructure keys to success
Recent trends are seeing natural gas producers targeting reservoirs with gas compositions that
provide higher netbacks and are close to existing plant and pipeline infrastructure. Because of
the strategic location of Keyera’s facilities, most of which are located on the western side of the
Western Canada Sedimentary Basin, we are well situated to serve these producers.

CARIBOU REGION

Future
Gas Plant Site

Fort Nelson

ALBERTA

BRITISH COLUMBIA

Under
Construction

High Level

Keyera North Trutch
Compressor

CARIBOU REGION

Fort McMurray
Peace River
Alaska
Highway

Grande Prairie

Prince George

PEMBINA REGION

Keyera
Pipeline

Edmonton

BRITISH COLUMBIA

Red Deer
Progress
Pipeline

FOOTHILLS FRONT

Kamloops

Calgary

Vancouver

Keyera Caribou Gas Plant

FOOTHILLS FRONT

PEMBINA REGION

Keyera Bigoray
Gas Plant

Keyera Bigoray Gas Plant

Pembina Nisku
Oil Play

Keyera Brazeau River Gas Plant
Keyera West Pembina
Gas Plant

Keyera Nordegg River Gas Plant
Drayton Valley

Keyera Brazeau
North Gas Plant

ALBERTA

Keyera Strachan Plant
Keyera Brazeau River
Gas Plant

ALBERTA

Three areas that experienced significant producer activity
in 2007 were the Caribou, Pembina and Foothills front
regions. In each of these areas, we partnered with the
producers in various ways to connect their production
quickly to Keyera infrastructure.
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Record throughput driven by producer activity
around our plants
During 2007, producers
delivered record throughput
volumes to Keyera gas
processing plants, as
producers targeted liquidsrich natural gas prospects
on lands adjacent to
existing infrastructure to
maximize their netbacks.

Caribou – pipeline construction stimulates activity

In early 2006, we constructed a 48-kilometre pipeline to the north of the Caribou gas
plant in northeast British Columbia, opening up approximately 1,000 square
kilometres of undeveloped lands. In conjunction with the pipeline expansion, we
increased the processing capacity of the plant by 25 million cubic feet per day to 65
million cubic feet per day. With producer activity continuing to increase, we extended
the pipeline to capture new gas development in 2007, and in December we announced
a second, 24-kilometre extension to connect with a pipeline system acquired earlier
in the year. With the plant utilization exceeding 75% at year end, we have initiated
detailed engineering for a possible second expansion of the plant.
Pembina region – sour gas processing at a premium

The Pembina region may be the most exciting light oil development underway in Alberta.
Oil from the Nisku formation contains natural gas in solution with the oil. The gas,
which contains high levels of hydrogen sulphide, is separated from the oil and
delivered to sour gas processing plants in the area. In 2007, production increased to
a point where Keyera’s three plants in the region reached their sour gas capacity. To
meet the processing demands, we constructed infrastructure to divert sour gas to
other Keyera facilities in the Foothills region, added a new acid gas injection reservoir
and are exploring options for expanding the sour gas capacity at our Bigoray gas plant.

Foothills front – new pipelines attract new processing volumes

In 2007, a number of new natural gas production areas were developed to the west
of Keyera’s gathering systems in the Foothills front region of west-central Alberta.
Keyera worked with producers in the area to build the necessar y pipeline
infrastructure to connect these new areas to Keyera facilities for processing,
partnering with the producers on two of the pipeline projects.
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The proposed ethane extraction project at Rimbey is another example of our
expertise in identifying and capturing opportunities at our existing facilities.
This project will benefit Keyera and the natural gas producers, as well as support
the long-term ethane supply requirements of Alberta’s petrochemical industry.
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The Rimbey gas plant – a modern energy complex
Strategically located in west-central Alberta, approximately 100 kilometres southwest
of Edmonton, Keyera’s Rimbey gas plant is a state-of-the-art energy complex, offering
a comprehensive suite of natural gas processing services.
Over the years, the Rimbey complex has benefited from significant capital investment
to increase processing capacity, enhance ser vices, maintain reliability and meet
current environmental standards. The size of the facility and the scope of its
processing options have allowed Keyera to initiate a number of innovative projects to
create incremental value. They include the liquefaction and sale of CO2 captured from
the raw gas stream and the production of “frac” oil, both of which have enhanced
profitability and resulted in new business opportunities. The plant’s “deep cut” liquids
recovery system extracts more than 90% of the NGLs from the raw gas processed and
the Rimbey pipeline provides direct access to the Fort Saskatchewan energy hub for
these products. Today, the complex offers producers a low cost, high netback
solution. Keyera is clearly the preferred processing alternative in the region.
Ethane extraction project creates incremental value

In 2007, Keyera announced plans to add ethane extraction capability at the plant.
If approved by the Energy Resources Conservation Board, Keyera expects to spend
$26 million to modify the existing NGL extraction process, install new compression
equipment and construct a 32-kilometre ethane deliver y pipeline. The project is
designed to allow the Rimbey plant to extract up to 5,000 barrels per day of saleable
ethane from raw gas processed at the plant. A significant portion of this ethane is
currently consumed as fuel gas within the plant and would therefore be incremental

to the supply of ethane in Alberta. Keyera believes the project also has the potential
to extend the plant’s economic life and further enhance our competitive advantage
in sour gas processing in the region.
The proposed project is in keeping with the Government of Alberta’s Incremental
Ethane Extraction Policy to increase the supply of ethane available in Alberta for valueadded upgrading. We anticipate that this project will also improve resource recovery
and generate positive economic spin offs, contributing to the economic, orderly and
efficient development of Alberta’s resources.
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Our strategic NGL storage assets and our pipeline connections at Edmonton and
Fort Saskatchewan, combined with the flexibility gained by having terminals and
rail cars, clearly create a competitive advantage for our marketing group that we
plan to strengthen as we go forward.
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NGL marketing and crude oil midstream –
integration creates competitive advantage
Keyera’s marketing and crude oil midstream activities are a natural extension of our
other two business lines. Our marketing group utilizes Keyera’s NGL processing,
storage and transportation infrastructure to source NGLs and deliver specification
products to customers throughout North America. This integration is becoming
increasingly advantageous as condensate is sourced to meet the growing demand for
diluent in the oil sands sector.
Infrastructure expansion benefits marketing business

Construction of an offload facility at our rail terminal in Edmonton in 2006 has allowed
us to import up to 11,000 barrels per day of condensate into the Alberta market.
Throughout 2007, we have used this facility to augment our western Canadian
condensate supply and capture pricing premiums. We use our storage capacity in
Fort Saskatchewan to manage fluctuations between product supply and demand,
particularly for propane, and to capture buying opportunities in the market. Additional
storage capacity, as well as the truck rack expansion and the fourth NGL pipeline, will
further strengthen Keyera’s marketing advantage while generating fee-for-ser vice
revenues.
Propane marketing is a growing part of our marketing business. From our Houston
office, we support a customer base that extends throughout the western part of the
continental United States. In 2007, we acquired a propane terminal in Superior,
Montana, complementing the three propane terminals in the U.S. that we acquired
in 2006.

Recently, we have utilized our gathering and processing and pipeline facilities to
provide crude oil midstream services. This business shares the same characteristics
as the other parts of our marketing business: namely specialized market expertise,
access to unique infrastructure, and skilled operational resources. As we expand and
acquire additional plants and pipelines, we are constantly looking for new NGL
marketing and crude oil midstream opportunities.
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Keyera is committed to conducting its business in a way that balances diverse
stakeholder expectations, respects the environment and emphasizes
the health and safety of our employees and communities.
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An Engaged and Responsible
Corporate Citizen

Demonstrating environmental leadership
Keyera recognizes and values the importance of responsible environmental
stewardship and has made significant investments in infrastructure to improve
efficiencies and enhance environmental performance.
Combining environmental responsibility with sound business strategy

Keyera has a strong track record of identifying and pursuing win-win opportunities
that benefit the environment and are good business decisions. We have been ahead
of the cur ve in addressing greenhouse gas emissions by implementing acid gas
injection, carbon dioxide liquefaction and waste heat recovery initiatives. Since 2004,
we have been removing and liquefying CO2 from the raw gas stream at our Rimbey gas
plant, taking what would otherwise be part of a waste stream and turning it into a
saleable product. In doing so, we created a new revenue stream at the plant,
enhanced our sulphur recovery process and reduced plant emissions. As well, since
2005 we have been using heat contained in exhaust from a large turbine at our
Strachan gas plant to generate steam at the plant, resulting in the combined benefit
of reducing both emissions and fuel gas consumption. Keyera is also a leader in acid
gas injection, a process widely recognized as one of the most environmentally sound
ways of handling the waste products associated with sour gas processing, including
CO2. Five of our facilities use acid gas injection to dispose of H2S, CO2 and other
waste gases.
Building on this track record of successful projects, we are pursuing other opportunities
to optimize our environmental performance. In 2008, we will be installing a flare gas
recovery system at our Rimbey plant, one of only a few in Alberta.

Building on our long term environmental strategy

Keyera recognizes that addressing environmental issues is a shared responsibility
and we are committed to working with government, industr y and public interest
stakeholders to address the challenges. Beyond the steps we have taken to comply
with Alberta’s new greenhouse gas legislation in 2007, we are also actively preparing
for new regulatory requirements on the horizon. We believe that we can generate
many opportunities within our facilities to reduce environmental impacts and are open
to exploring projects with our business partners, customers and others.
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Investing in communities and creating
safe working environments
A leader in health and safety

Through a partnership with Lakeland College, our Competency Management and
Development System has been developed into a post secondary certification program
available province wide. We are extremely pleased that the system is now being used
by over 3,000 employees in more than 40 major energy companies.

“Keyera’s willingness to
engage other partners,
including municipal and
provincial departments,
is an example to other
industries.”

Involving stakeholders in emergency response planning

– Alberta Emergency Management Agency

Keyera strives to be a leader in health and safety and is dedicated to fostering safe
and healthy environments at our facilities and in the surrounding communities. Our
goal is to be proactive in our approach, emphasizing safety as an integral part of
every task not only in the work place, but also in daily living.

We also understand the importance of being prepared to respond to emergencies
and unexpected events and regularly hold exercises at all of our facilities to test our
effectiveness. In 2007, we teamed up with other emergency response and health
care providers in the area, as well as two levels of government, to hold an emergency
response exercise at our Strachan gas plant. Our goal was to enhance communication
effectiveness and improve response times by sharing information and building on the
spirit of cooperation.

Investing in young people in local communities

Keyera has been a leader in developing the Career Pathways and Junior Achievement
programs in Rocky Mountain House and Drayton Valley. Through these programs, we
work in partnership with community leaders and educators to provide education,
training, mentorship, scholarships and employment opportunities for young people in
their local communities.
We are proud of our track record of being an engaged and responsible corporate
citizen and remain committed to supporting our communities.
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Part of achieving a healthy and safe environment lies in the proper training,
education and mentoring of employees and contractors. We work hard to make
sure our employees have opportunities to continually improve their skills and
knowledge base.
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Management’s Report
The condensed consolidated financial statements in this Summary Annual Report provide an overview of
Keyera’s per formance and should be read in conjunction with the audited consolidated financial
statements, notes, and management’s discussion and analysis for the years ended December 31, 2007
and 2006.
Keyera management is responsible for the preparation of the accompanying condensed consolidated
financial statements, which have been prepared by management in accordance with Canadian generally
accepted accounting principles and include amounts based on estimates and informed judgements.
Financial information contained elsewhere in this Summar y Annual Report is consistent with these
consolidated financial statements.
Management has overall responsibility for internal controls and has developed and maintains a system
of internal controls that provides reasonable assurance that the financial statements report operating and
financial results realistically and that Keyera’s assets are safeguarded.
Deloitte & Touche LLP, our independent auditors, appointed by the Board of Directors, have completed
their audit and submitted their report. The Audit Committee, consisting of independent directors, has
reviewed the consolidated financial statements with management and the independent auditors and has
reported to the Board of Directors. The Board has approved the consolidated financial statements.

Jim V. Bertram

David G. Smith

President and Chief Executive Officer

Executive Vice President and Chief Financial Officer

February 22, 2008
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Auditors’ Report
To the Unitholders of Keyera Facilities Income Fund

We have audited the consolidated statements of financial position of Keyera Facilities Income Fund
(the “Fund”) as of December 31, 2007 and 2006 and the related consolidated statements of net earnings,
comprehensive income and deficit and cash flows for each of the years then ended. Such consolidated
financial statements and our report thereon dated February 22, 2008, expressing an unqualified opinion
(which is not included herein), appears in the Fund’s 2007 Financial Report. The accompanying condensed
consolidated financial statements are the responsibility of the management of Keyera Energy Management
Ltd. Our responsibility, in accordance with the applicable Assurance Guideline of The Canadian Institute
of Chartered Accountants, is to express an opinion on such condensed consolidated financial statements
in relation to the complete consolidated financial statements.
In our opinion, the accompanying condensed consolidated statements of financial position as of
December 31, 2007 and 2006 and the related condensed consolidated statements of net earnings,
comprehensive income and deficit and cash flows for each of the years then ended fairly summarize, in
all material respects, the related complete consolidated financial statements in accordance with the
criteria described in the Guideline referred to above.
These summarized financial statements do not contain all the disclosures required by Canadian generally
accepted accounting principles. Readers are cautioned that these statements may not be appropriate
for their purposes. For more information on the Fund’s financial position, results of operations and cash
flows, reference should be made to the related complete consolidated financial statements.

Chartered Accountants
Calgary, Canada
February 22, 2008
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Condensed Consolidated Statements of Financial Position
2007
$

2006
$

Current assets
Cash
Accounts receivable
Inventory
Asset held for sale
Other current assets

15,657
243,889
76,594
–
2,299

–
160,112
53,939
4,200
4,327

Property, plant and equipment
Intangible assets
Goodwill
Future income tax assets

338,439
914,087
6,394
71,234
845

222,578
924,947
10,553
64,934
–

1,330,999

1,223,012

Current liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Distributions payable
Credit facilities
Current portion of long-term debt

–
235,124
7,658
–
20,000

96
148,318
7,251
107,984
–

Long-term debt
Convertible debentures
Asset retirement obligation
Future income tax liabilities

262,782
313,243
21,476
37,807
145,214

263,649
215,000
23,542
34,533
65,424

780,522

602,148

–

2,744

As at December 31
(Thousands of Canadian dollars)

Assets

Liabilities and Shareholder’ Equity

Non-controlling interest
Unitholders’ equity
Unitholders’ capital
Deficit

681,925
(131,448)

Approved on behalf of the Fund by its administrator, Keyera Energy Management Ltd.:

Wesley R. Twiss

James V. Bertram

Director

Director
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1,330,999

1,223,012
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Condensed Consolidated Statements of Net Earnings,
Comprehensive Income and Deficit
For the Years Ended December 31
(Thousands of Canadian dollars, except unit information)

Operating revenues
Marketing
Gathering and Processing
NGL Infrastructure
Operating expenses
Marketing
Gathering and Processing
NGL Infrastructure

General and administrative
Interest expense on long-term indebtedness
Other interest expense
Depreciation and amortization
Accretion expense
Impairment expense

2007
$

2006
$

1,250,541
187,490
41,110

1,161,899
166,736
39,888

1,479,141

1,368,523

1,172,010
103,792
24,253

1,102,045
96,558
23,956

1,300,055

1,222,559

179,086
21,882
16,077
4,099
42,040
2,482
728

145,964
18,892
13,838
4,318
39,843
2,257
373

87,308

79,521

Earnings before income tax and non-controlling interest
Income tax expense (recovery)

91,778
76,993

66,443
(2,660)

Earnings before non-controlling interest
Non-controlling interest

14,785
306

69,103
1,025

Net earnings
Other comprehensive income

14,479
–

68,078
–

Comprehensive income

14,479

68,078

(58,905)
3,184
(90,206)

(40,378)

(131,448)

(58,905)

61,098
61,098

60,604
62,794

0.24
0.24

1.12
1.10

Deficit, beginning of year
Change in accounting policies
Distributions to unitholders
Deficit, end of year
Weighted average number of units (thousands)
– basic
– diluted
Net earnings per unit
– basic
– diluted

(86,605)
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Condensed Consolidated Statements of Cash Flows
For the Years Ended December 31
(Thousands of Canadian dollars)

2007
$

2006
$

14,479

68,078

42,040
2,482
728
12,563
245
72,645
306
(213)
(25,450)

39,843
2,257
373
(263)
–
(7,042)
1,025
(160)
6,545

Net inflow (outflow) of cash:
Operating activities
Net earnings
Items not affecting cash:
Depreciation and amortization
Accretion expense
Impairment expense
Unrealized loss (gain) on financial instruments
Loss on sale of assets
Future income tax expense (recovery)
Non-controlling interest
Asset retirement obligation expenditures
Changes in non-cash operating working capital

119,825

110,656

(25,313)
(6,716)
4,704
–
(1,114)

(73,868)
–
–
(1,115)
(651)

(28,439)

(75,634)

(107,984)
118,895
3,255
(89,799)
–

41,984
–
4,252
(86,509)
(479)

(75,633)

(40,752)

Net cash inflow (outflow)
(Bank indebtedness) cash, beginning of year

15,753
(96)

(5,730)
5,634

Cash (bank indebtedness), end of year

15,657

Investing activities
Capital expenditures
Acquisition of non-controlling interest
Proceeds on sale of assets
Additions to intangibles
Changes in non-cash working capital

Financing activities
(Repayment) issuance of debt under credit facilities
Issuance of long-term debt, net of financing costs
Issuance of trust units
Distributions paid to unitholders
Distributions or dividends paid to others
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Keyera Facility Capacities and Utilization Rates
Natural Gas Processing Facilities

Facility

Ownership
Interest
(%)

NGL Processing and Transportation

License
Average
Gross
Daily Utilization
Capacity Throughput
Rate
(MMcf/d) (MMcf/d)
(%)

Facility

Ownership
Interest
(%)

License
Gross
Capacity
(bbls/d)

Average
Daily
Throughput
(bbls/d)

Utilization
Rate
(%)

Rimbey

86

422

265

63

NGL Processing

Strachan

86

275

178

65

Rimbey Gas Plant
Fort Saskatchewan

86

31,500

14,701

47

(Keyera)

77

30,200

28,409

94

Gilby Gas Plant

78

3,200

1,719

54

18
10

30,000
69,200

22,401
45,514

75
66

77

210,000

141,246

67

100

45,000

36,869

82

52

218

90

41

100

148

36

24

Bigoray

90

85

35

41

Paddle River

87

81

21

26

(Dow NGL processing)

Nordegg River

78

75

54

73

(Dow De-ethanizer)

Gilby

78

71

39

55

NGL Pipelines

100

65

47

73

Medicine River

24

64

33

51

Brazeau North

68

49

14

29

Brazeau River
Chinchaga

Caribou

74

43

18

42

Greenstreet

100

25

5

22

Worsley

100

20

7

33

Tomahawk

68

16

1

6

North Star 1

87

6

0

2

1,663

843

51

West Pembina

Total

Fort Saskatchewan

Fort Saskatchewan
(Keyera)

Rimbey Pipe Line

NGL Storage Facilities
Ownership
Interest
(%)

Gross
Capacity
(bbls)

Net
Capacity
(bbls)

Fort Saskatchewan
(Keyera)

77

8,900,000

6,827,000

18

2,000,000

360,000

Fort Saskatchewan
(Dow)

1 Keyera sold its interest in North Star effective January 1, 2008.
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Note Regarding Non-GAAP Financial Measures

This Summary Annual Report refers to certain financial measures that are not determined in accordance
with Canadian generally accepted accounting principles (“GAAP”). These measures do not have
standardized meanings and may not be comparable to similar measures presented by other trusts or
corporations. Measures such as distributable cash flow (net income adjusted for items not affecting cash
less maintenance capital expenditures, expenditures related to asset retirement or site reclamation and
the distributable cash flow attributable to any non-controlling interest) are not standard measures under
GAAP and therefore may not be comparable with the calculation of similar measures for other entities.
Management believes that these supplemental measures facilitate the understanding of the Fund’s
results of operations and financial position. Distributable cash flow is used to assess the level of cash
flow generated from ongoing operations and to evaluate the adequacy of internally generated cash flow
to fund distributions. Investors are cautioned, however, that these measures should not be construed as
an alternative to net earnings determined in accordance with GAAP as an indication of the Fund’s
performance.
Forward-looking Statements

Certain statements contained in this Summary Annual Report are forward-looking statements. These
statements relate to future events or the Fund’s future performance. Such statements are predictions only
and actual events or results may differ materially. The use of words such as “anticipate,” “continue”,
“estimate”, “expect”, “may”, “will”, “project”, “should”, “plan”, “intend”, “believe”, and similar expressions,
including the negatives thereof, is intended to identify forward looking statements. All statements other
than statements of historical fact contained in this document are forward-looking statements, including,
without limitation, statements regarding: the future financial position of Keyera; business strategy and
plans of management; anticipated growth and proposed activities; budgets, including future capital,
operating or other expenditures and projected costs; estimated utilization rates; objectives of or involving
Keyera; impact of commodity prices; treatment of Keyera under governmental regulatory regimes; the
existence, operation and strategy of the risk management program; and expectations regarding Keyera’s
ability to raise capital and to add to its assets through acquisitions or internal growth opportunities.
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acid gas

Hydrogen sulphide or carbon dioxide
or a combination thereof.

acid gas
injection

The injection of acid gas into a suitable
underground geological formation.

Alberta’s
Industrial
Heartland

A 470-square kilometre area northeast
of Edmonton designated for heavy
industrial development by the four
municipal partners (Lamont, Strathcona,
and Sturgeon counties and the City of
Fort Saskatchewan) under a cooperative
regime of municipal plans and policies
that encourages, facilitates and plans
industrial development while mitigating
the impact of heavy industry.

API gravity

A scale developed by the American
Petroleum Institute for measuring
the density or gravity of oil; the higher
the number, the lighter the oil.

bbls and bbls/d

Barrels and barrels per day.

bitumen

A naturally occurring, viscous (like
molasses) mixture of hydrocarbons, with
a gravity of less than 10° API. Bitumen
cannot be refined into common petroleum
products like gasoline, diesel or
jet fuel without first being upgraded
to synthetic crude oil.

butane

A natural gas liquid (NGL) with the
molecular formula C4H10.

condensate

A natural gas liquid (NGL) consisting
primarily of pentanes and heavier liquids.

diluent

Light petroleum product used to dilute
bitumen so it can flow through pipelines.
Condensate is the most commonly used
diluent in the oil sands industry.

ethane

A natural gas liquid (NGL) with the
molecular formula C2H6.

greenhouse
gases

Gases that trap heat near the Earth’s
surface. These include carbon dioxide,
methane, nitrous oxide and water vapour.
These gases occur through natural
processes (such as ocean currents,
cloud cover, volcanoes) and human
activities (such as the burning of
fossil fuels).

in situ

midstream

MMcf/d

“In place”. If an oil sands deposit is too
deep to mine from the surface, in situ
recovery methods are required, such as
steam assisted gravity drainage (SAGD)
and cyclic steam stimulation (CSS).
The processing, storage and transportation sectors within the oil and gas
industry that occur between the upstream
(exploration, development and production)
and downstream (refining, distribution
and marketing) sectors.
Million cubic feet per day.

NGL or NGLs

Natural gas liquids, consisting of any
one or a combination of propane, butane
and condensate.

NGL mix

NGLs that have been separated from the
raw gas but have not yet been processed
into propane, butane or condensate.

off-gases

Hydrocarbons derived from the distillation
and upgrading of bitumen.

oil sands

A composition of sand, bitumen,
mineral-rich clays and water.

propane

A natural gas liquid (NGL) with the
molecular formula C3H8.

raw gas

A mixture containing methane plus all or
some of the following: ethane, propane,
butane, pentanes, condensates, nitrogen,
carbon dioxide, hydrogen sulphide,
helium, hydrogen, water vapour and minor
impurities. Raw gas is the gas found
naturally in the ground prior to processing.

sales gas

Natural gas that has been treated in
a natural gas processing facility and
is suitable for sale.

salt cavern

An underground NGL storage cavern that
has been developed in a salt dome by
the solution mining process.

sedimentary
basin

A geographical area, such as the Western
Canada Sedimentary Basin, in which
much of the rock is sedimentary (as
opposed to igneous or metamorphic)
and is therefore likely to contain
hydrocarbons.

sour gas

Raw gas with a relatively high
concentration of sulphur compounds,
such as hydrogen sulphide. All natural
gas containing more than 1% hydrogen
sulphide is considered sour. About 30%
of Canada’s natural gas production is
sour, most of it found in Alberta and
northeast British Columbia.

sulphur

A yellow mineral extracted from sour gas.

sweet gas

Natural gas that contains less than
1% hydrogen sulphide when produced.

synthetic
crude oil

A mixture of hydrocarbons, similar to
crude oil, derived by upgrading bitumen
from oil sands.

upgrading

The process of converting bitumen into
synthetic crude oil by increasing the ratio
of hydrogen to carbon, either by removing
carbon (coking) or by adding hydrogen
(hydroprocessing).

viscosity

The resistance to flow or “stickiness” of a
fluid. In general, a fluid with high viscosity
resists motion because its molecular
makeup gives it a lot of internal friction.
A fluid with low viscosity flows easily
because its molecular makeup results
in very little friction when it is in motion.
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Keyera Facilities Income Fund operates one of the largest natural
gas midstream businesses in Canada. Our three business lines
consist of natural gas gathering and processing; processing,
transportation and storage of natural gas liquids (NGLs) and crude
oil; and NGL marketing and crude oil midstream services.
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An Engaged and Responsible
Corporate Citizen

Our gathering and processing facilities are strategically located
in natural gas production areas on the western side of the
Western Canada Sedimentary Basin. Keyera’s NGL and crude oil
infrastructure includes pipelines, terminals, processing plants
and storage facilities in Edmonton and Fort Saskatchewan,
Alberta. Keyera also markets propane, butane and condensate
to customers across North America.

Notice to Readers
This Summary Annual Report contains forward looking information,
which is based on management’s current beliefs and assumptions.
Actual events or results may differ materially. For further
information, please refer to the advisories on page 38.
We encourage you to read our 2007 Financial Report, which
contains Management’s Discussion and Analysis and audited
Consolidated Financial Statements and Notes. You can view
these documents online at www.keyera.com or call us toll free
at 1-888-699-4853 to obtain a copy.

Keyera trades on The Toronto Stock Exchange
under the symbols KEY.UN and KEY.DB.
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January
15 December distribution paid
29 January ex-distribution date
31 January record date

$0.60

$0.50

February
15 January distribution paid
26 2007 year end results
27 2007 year end conference call
27 February ex-distribution date
29 February record date

$0.40

$0.30

$0.20

$0.10

$0.00

Q2*

Q3
2003

Q4

Q1

Q2
Q3
2004

Q4

Q1

Q2
Q3
2005

Q4

Q1

Q2
Q3
2006

Q4

Q1

Q2
Q3
2007

Q4

Quarterly Cash Flows

March
17 February distribution paid
27 March ex-distribution date
31 March record date
April
15 March distribution paid
28 April ex-distribution date
30 April record date

($ per unit)
Cash Distributions
Distributable Cash Flow 1
* Partial period May 30 – June 30
1
Distributable cash flow is not a standard measure under Canadian generally accepted accounting principles (GAAP) and therefore may not be comparable
to similar measures reported by other entities. The most comparable GAAP measure to distributable cash flow is cash flow from operating activities.
A reconciliation between distributable cash flow and cash flow from operating activities can be found on page 22 of Keyera’s 2007 Financial Report.

May
13 First quarter results
13 Annual meeting of unitholders
14 First quarter conference call
15 April distribution paid
28 May ex-distribution date
30 May record date

$0.13

June
16 May distribution paid
26 June ex-distribution date
30 June record date

$0.12

July
15 June distribution paid
29 July ex-distribution date
31 July record date

$0.11

$0.10

$0.09

$0.08

$0.07

J J A S O N D

J F M A M J J A S O N D

J F M A M J J A S O N D

J F M A M J J A S O N D

J F M A M J J A S O N D

2003

2004

2005

2006

2007

Monthly Distribution History
($ per unit)

August
12 Second quarter results
13 Second quarter conference call
15 July distribution paid
27 August ex-distribution date
29 August record date
September
15 August distribution paid
26 September ex-distribution date
30 September record date
October
15 September distribution paid
29 October ex-distribution date
31 October record date

About the cover: Located in Alberta’s Industrial Heartland alongside the North Saskatchewan River, Keyera’s Fort Saskatchewan
NGL fractionation and storage facility (top and centre photos) is
well positioned to provide services to the evolving oil sands sector
in Alberta. Keyera’s infrastructure (like the Rimbey gas plant rail
terminal shown in the bottom photo) is a key element in the
success of our NGL marketing business.

November
10 Third quarter results
11 Third quarter conference call
17 October distribution paid
26 November ex-distribution date
28 November record date
December
15 November distribution paid
29 December ex-distribution date
31 December record date

KeyeraAR-Covers:Layout 1

3/11/08

3:49 PM

Page 1

2007 Summary Annual Report

www.keyera.com

Ahead of the Curve
Investing for long-term value

