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Corporate Profile
As one of the largest midstream operators in Canada, Keyera provides key services and products to oil and gas producers
in western Canada and markets related natural gas liquids (NGLs) throughout North America. Our business consists
of two strategically located and integrated business units: Gathering and Processing, and the Liquids Business Unit.
Keyera trades on The Toronto Stock Exchange under the symbols KEY.UN, KEY.DB and KEY.DB.A.
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See Note Regarding Non-GAAP Financial Measures on page 38. Distributable cash flow and contribution are not standard measures under Canadian generally accepted
accounting principles (GAAP) and therefore may not be comparable to similar measures reported by other entities.
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Contribution refers to operating revenues less operating expenses and Marketing general and administrative costs, before the elimination of inter-segment transactions.
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The dotted line represents an adjustment made to depict distributable cash flow if the unrealized gains from risk management contracts, which offset writedowns in physical
inventory, were included in the third and fourth quarter of 2008.
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The dotted line represents distributions per unit excluding the special distribution of $0.45 per unit in the fourth quarter of 2009.
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CUSTOMER FOCUSED, RESULTS DRIVEN

Distinguishing Features

1.

DEMONSTRATED TRACK RECORD

We have extensive operational knowledge and a vision to deliver steady value
growth by executing a consistent strategy. Keyera has delivered strong financial
and operating results every year since inception.

2.

STABLE CASH FLOWS

Our contribution is largely fee-for-service, with limited exposure to commodity
prices, resulting in stable cash flows. We have achieved a 22% compound annual
growth rate in distributable cash flow per unit since inception in 2003.

3.

CONSERVATIVE CAPITAL STRUCTURE

Our strong balance sheet provides liquidity and financial flexibility.
As a result, we are well positioned to capitalize on internal growth and
acquisition opportunities.

Customer Focused, Results Driven KEYERA
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4.

DIVERSE BUT INTEGRATED BUSINESS LINES

Our Gathering and Processing and Liquids Business Units are integrated,
providing opportunities to grow our business and allowing us to generate
incremental cash flows along the midstream value chain.

5.

LARGE, WELL-POSITIONED FACILITIES

Our 15 gas plants are large, with considerable operational flexibility and broad
capture areas, making them regional franchise assets. Our five NGL processing
plants, together with transportation and storage facilities, are strategically
located to supply key services to the NGL and oil sands producers.

6.

VERSATILE CAPABILITIES

Most of our plants are able to process both sweet and sour gas and are equipped to
extract valuable NGL products from the raw gas stream. Our interconnected
NGL facilities allow us to fractionate, store, transport and deliver NGL products
into pipelines, petrochemical plants, refineries, and storage facilities in Alberta.
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DISTINGUISHING FEATURES

7.

CUSTOMER FOCUSED

We work hard at building long-term relationships through great service
and specialized industry knowledge. As an independent midstream business,
we provide essential services to hundreds of natural gas, NGL and oil sands
producers in western Canada and market NGLs to wholesale and industrial
customers in niche markets across North America.

8.

EXPERIENCED PEOPLE

Our operations personnel are experienced in operating our facilities in a safe
and environmentally responsible manner and have specialized training in
health and safety issues. Our leadership team shares a common vision to deliver
steady value growth through a consistent application of our business strategies.

9.

POSITIONED FOR CONTINUED GROWTH

The size, diversity and breadth of our assets, when coupled with a focused
business strategy, creates a platform for long-term, sustainable growth.
Keyera is well positioned to capture new business opportunities as the
oil and gas sector grows in western Canada.

Customer Focused, Results Driven KEYERA
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2009 Report Card

We have a clear vision for our business: to deliver steady value growth built around sustainable, competitive
energy facilities. Our three-phased strategy is anchored by our commitment to maintaining a conservative
capital structure. For over a decade, our focused strategic direction has remained consistent and we will
continue to build on this successful strategy for decades to come.
STRATEGIES

OBJECTIVES

RESULTS

Increase facility
utilization

Strive to have all natural gas produced within our
geographic franchise areas processed at Keyera plants

Gathering and Processing gross throughput was
4% higher than 2008, despite a significant slowdown
in drilling activity. Keyera’s share (net throughput)
increased 15% as a result of plant acquisitions

Work to redirect gas, currently being processed at
other facilities, to a Keyera plant
Increase the use of the ADT facility as it becomes
operational in 2009
Import additional condensate into Alberta to meet
diluent demand

Greater demand for storage resulted in record
contribution from the NGL Infrastructure business
Marketing sales volumes increased to 65,800 bbls/day
(up 9% from 2008)
Enhanced functionality of ADT to handle higher volumes

Pursue
expansion and
optimization
opportunities

Respond to the needs of our customers by expanding
existing facilities, building new gathering pipelines and
adding compression

Completed several pipeline and compression projects
to enhance customer service offering; debottlenecked
plant capacity to handle additional sweet gas volumes

Optimize or modify plants to generate incremental
cash flow from existing assets

Completed modifications at Rimbey gas plant to extract
ethane from the raw gas stream for sale to a
petrochemical producer

Enhance operational flexibility and strengthen our
position in the Edmonton/Fort Saskatchewan energy hub
Implement initiatives to enhance marketing margins

Pursue strategic
acquisitions

Further enhance our presence in the geologically
prospective Foothills and West Central regions of Alberta
Continue to increase our ownership in key facilities
Look to acquire assets that will complement our existing
infrastructure or benefit from the application of our
operational expertise

Maintain
conservative
capital structure

Signed agreement with Imperial Oil to provide a
comprehensive suite of diluent related services to
support the Kearl oil sands project
Increased our presence in geologically prospective areas
of Alberta by acquiring additional 33% interest in West
Pembina gas plant (along with associated gathering
pipelines and ancillary facilities) to now own 69%,
and acquiring additional 6% of the Strachan gas plant,
increasing our ownership to 91%

Focus on acquisitions that meet our strategic and
economic criteria, ensuring that we add value on
a per unit basis

Strengthened our Marketing advantage by acquiring two
additional propane terminals in Oregon and Washington,
enhancing our ability to deliver product into these
regional markets

Acquire additional strategic infrastructure to support
future oil sands development

Secured access to rail terminals in Washington and
Texas, strengthening our marketing logistics network

Refinance $90 million of unsecured notes that will mature
in October 2009

Strengthened liquidity by issuing $97 million of senior,
unsecured notes to institutional investors

Maintain flexibility within our capital structure to pursue
acquisition opportunities

Enhanced financial flexibility by reducing the amount
outstanding under bank credit facility by almost
$120 million during 2009

Work to maintain a competitive cost of capital

Repaid $90 million of long term debt
Maintained a conservative payout ratio of 55%
Maintained an SR-3 stability rating from Standard
and Poor’s
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CUSTOMER FOCUSED, RESULTS DRIVEN

2010 Objectives

2010 AND BEYOND

Work with producers to attract additional gas to
our facilities for processing
Offer competitive fees, innovative commercial
arrangements and value-added services to customers
Increase third party and proprietary use of the Alberta
Diluent Terminal
Pursue long-term agreements with oil sands producers
to increase utilization of NGL Infrastructure facilities

Expand existing facilities, build new gathering
pipelines, and add compression to meet
industry needs
Optimize or modify plants to generate
incremental cash flow from
existing assets
Begin NGL Infrastructure modifications
and additions to support
Kearl agreement
Selectively pursue plant acquisitions to further enhance
our presence in the geologically prospective Foothills
and West Central regions of Alberta
Increase our ownership in existing facilities
Look to acquire assets that will complement our existing
infrastructure or benefit from the application of our
operational expertise
Ensure that acquisitions add value on a per-unit basis
Acquire additional assets to strengthen NGL marketing
value chain in the U.S.

Repay $52.5 million of unsecured notes that will
mature in August 2010
Maintain flexibility within our capital structure to
pursue growth opportunities
Work to maintain a competitive cost of capital
Maintain annual distribution level at $1.80 per unit
through conversion to a corporation in early 2011

Customer Focused, Results Driven KEYERA
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Keyera applies a customer service focus to all of its stakeholders – customers, investors,
partners, employees, and communities. We recognize that each of these groups has a stake
in our long-term success and are committed to managing the business with integrity and
sustainable practices.

Chairman’s Message
Since becoming an independent midstream
business in 1998, Keyera’s vision has been to deliver
steady value growth built around sustainable,
competitive energy facilities.
Keyera has implemented this vision by providing essential
services to producers in key natural gas and oil sands areas
of western Canada. This strategy has paid off, as demonstrated
by Keyera’s solid, long-term track record of growth and its
ability to weather the industry slowdown in 2009.

Keyera performed
admirably through a
significant downturn in
the global economy.
I commend the entire
Keyera team for holding
true to the vision,
and continuing to
manage Keyera for
long-term success.
E. Peter Lougheed
Chairman of the Board

Our customers struggled with many challenges in 2009.
They have faced similar challenges before, and while the
effects seemed more severe this time, I have no doubt that
industry will once again rebound. I base this belief not only
on the entrepreneurial spirit and innovation that the
energy industry has demonstrated in the past, but also on
the fact that western Canada is blessed with enormous
recoverable reserves of oil and natural gas that will create
opportunities for many decades.

To meet the future demands of its customers, Keyera has spent the last decade investing
in the business. We have strengthened our value chain by upgrading existing plants,
constructing new facilities, and acquiring synergistic assets. The addition of ethane
extraction facilities at Rimbey, the plant expansion at Caribou, and the facilities
enhancements associated with the Kearl diluent services agreement are illustrative of the
many opportunities we see to grow Keyera’s business.
At our Annual and Special Meeting on May 11, 2010, we will be seeking Unitholder approval
to convert to a corporation. Subject to receiving all necessary consents and approvals,
conversion will take place on January 1, 2011. With a strong balance sheet, a conservative
payout ratio, and a wealth of available growth opportunities, your Board believes that
Keyera will emerge as a strong, growth-oriented corporation with a healthy dividend
payout. We urge you to vote in favour of the conversion.
Though its corporate structure will change, Keyera’s focus on customer service and longterm value creation will remain consistent. I would like to thank Keyera’s management
and employees for holding true to their vision and am confident that this approach to the
business will continue to benefit all of Keyera’s stakeholders in the years to come.
On behalf of the Board of Directors

E. Peter Lougheed
Chairman
February 18, 2010

Customer Focused, Results Driven KEYERA
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On February 16, 2010, Keyera’s cumulative distributions reached $10 per unit. With this
payment, investors holding Keyera units since inception in 2003 would have seen their entire
investment returned to them in the form of distributions – while their initial investment has
more than doubled in value.

President’s Message
Our strong performance in 2009 once again
demonstrates the benefits of a stable business
model, anchored by our diversified but integrated
business lines and a consistent strategy.
We were successful in
2009 on a number of fronts.
We increased throughput,
initiated expansion and
optimization projects,
and acquired additional
strategic assets, all while
maintaining a conservative
capital structure.

LOOKING BACK, 2009 WAS OBVIOUSLY A DIFFICULT YEAR
FOR THE OIL AND GAS SECTOR IN WESTERN CANADA.
HOW DID KEYERA FARE IN THIS ENVIRONMENT?

Despite difficult industry conditions, Keyera’s performance
was very strong in 2009. As a customer service business,
we work hard to provide timely, value added services to our
customers. This approach was particularly important in
2009, as our customers grappled with low gas prices, tight
credit conditions and limited capital resources. Despite
these challenges, we saw continued customer demand in
Jim V. Bertram
both of our business units. We also saw strong performance
President and
from the investments made in our business over the
Chief Executive Officer
past few years. These generated incremental cash flow,
enhanced our service offering and positioned us for future growth.
As a result, 2009 distributable cash flow of $4.08 per unit was significantly higher than
2008, as was cash flow from operating activities of $4.92 per unit. This allowed us to pay
distributions to unitholders of $2.25 per unit, including a special distribution of $0.45 per
unit paid on December 15. Net earnings were $2.36 per unit. Our payout ratio was 55%,
leaving significant surplus cash for reinvestment in our business; this not only enhances
our financial flexibility but also positions us to set our corporate dividend at the same level
as our current annual distribution when we convert to a corporation in 2011.
HOW WERE YOU ABLE TO PERFORM SO WELL WHEN THE INDUSTRY WAS STRUGGLING?

There are three primary reasons for our strong performance:
• our gas plants are located in areas of the Western Canada Sedimentary Basin where
producers continued to drill in 2009, albeit at a slower pace;
• most of the services we provide to customers are essential and cannot be bypassed for
economic reasons; and
• almost 70% of our contribution in 2009 came from fee-for-service revenues that do
not have any direct exposure to commodity prices.
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In our Gathering and Processing business, we increasingly see producers drill wells using
horizontal drilling and multi-stage fracturing techniques. The high initial production rates
associated with this type of drilling served to offset the reduction in overall drilling activity.
In 2009, gross throughput at our facilities increased 4%
The investments we have made in our business due to these factors and the acquisition of the Nevis gas
over the past few years contributed to our strong plant. Excluding Nevis, throughput declined less than
financial performance, generating incremental 4%, despite overall production dropping 7% in western
Canada. When plant acquisitions are included, Keyera’s
cash flow, while enhancing our competitive
share of throughput increased 14%, which contributed to
position and positioning us for future growth.
the record performance in this business line.
Our Liquids Business Unit, which includes NGL Infrastructure and Marketing, also
delivered solid results, reflecting continued demand for NGL and diluent storage, as well
as solid fractionation and pipeline throughput levels. In our Marketing business, we also
strengthened our vertical integration by acquiring two additional propane terminals in
Oregon and Washington, enhancing our ability to deliver propane to these U.S. regional
markets. This, along with robust propane and butane markets, resulted in another strong
year for our commercial team.
THERE ARE PREDICTIONS THAT INCREASED SHALE GAS PRODUCTION IN THE UNITED
STATES WILL HURT THE COMPETITIVENESS OF WESTERN CANADIAN GAS. WHAT ARE
YOUR VIEWS ON THIS?

Technological advances involving horizontal drilling and multi-stage fracturing are
fundamentally changing the game, improving producers’ ability to extract natural gas
from both conventional and unconventional sources. Some believe this will result in a
prolonged supply/demand imbalance in North America and depressed natural gas prices,
such that western Canadian gas will not be able to compete in North American markets
due to transportation cost disadvantages. I don’t share that view.
The Western Canada Sedimentary Basin is a gas prone basin with large remaining
recoverable reserves. Technological improvements have unlocked additional reserves that
will extend the basin’s productive life. Gas on the western side of the basin is often rich in
NGLs and will continue to be produced as NGL prices, which are generally related to oil
prices, usually contribute to higher producer netbacks.
From a demand growth perspective, natural gas usage as a fuel source is expected to rise
as oil sands production grows, increasing natural gas consumption in Alberta. There
are also indications that gas may be liquefied and exported from the west coast of
Canada in the future. Both these factors could reduce western Canada’s reliance on
traditional markets.
Finally, I believe it is too early to know whether production from the shales in North
America can grow at the levels predicted. High decline rates, lack of infrastructure and
escalating costs may result in lower than predicted production levels and economics.

Customer Focused, Results Driven KEYERA
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UNLIKE NATURAL GAS, OIL PRICES STRENGTHENED SIGNIFICANTLY IN 2009.
HOW DOES THIS AFFECT KEYERA?

Strong oil prices benefit our Liquids Business Unit. Several years ago, we recognized an
opportunity to use our NGL assets in the Edmonton/Fort Saskatchewan area to establish
Keyera as a premier service provider to the oil sands sector. We’ve made investments
to expand and strengthen our infrastructure in this region and enhance our ability to
receive, transport and store diluent. Today, we have infrastructure that is unique in the
Edmonton/Fort Saskatchewan energy hub and ideally suited to provide services to oil
sands producers.
As oil prices strengthened through 2009, and construction costs dropped, several oil sands
producers announced intentions to proceed with new developments. We have been in
discussions with several producers regarding our capabilities, and in November we
announced a long-term agreement with Imperial Oil, Exxon/Mobil’s Canadian affiliate,
to provide diluent services for the Kearl oil sands project.
HOW WILL THE KEARL OIL SANDS AGREEMENT BENEFIT KEYERA?

We will provide diluent transportation, storage and rail offload services that will generate
secure, long-term, fee-for-service revenues for Keyera. In addition, Imperial is a recognized
leader in the development of heavy oil and oil sands projects in Alberta, and a top tier
counterparty. The first two phases of the Kearl project are underway and production is
expected to commence in late 2012.
This agreement is another step in the implementation of our oil sands strategy. In order
to provide these services, over the next three years Keyera will expand its diluent delivery
system. The facilities we will be constructing will be oversized relative to Imperial’s needs,
and we anticipate using the excess capacity to provide similar services to other oil sands
producers.
DO YOU SEE OPPORTUNITIES TO GROW THROUGH ACQUISITIONS?

Yes, over the past five years, we’ve been very successful in growing our business through
acquisitions – and we’ve been very selective and disciplined to ensure that those
acquisitions fit with our vision and add value on a per unit basis.
West Pembina is a good example of an acquisition that
supports our strategy of increasing ownership in existing
facilities and enhancing our presence in the geologically
prospective ‘West Five’ region of Alberta. The West Pembina
plant is interconnected with other Keyera facilities in
the area, which adds processing flexibility for producers.
As well, producers are increasingly using horizontal drilling and multi-stage fracturing
techniques to target tight gas reservoirs, increasing the recoverable reserves in this area.
We will continue to look for these types of acquisition opportunities in the future.

In difficult market conditions, opportunities
arise to acquire additional plant and pipeline
ownership interests: our strong balance sheet
enables us to take advantage of these situations.
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ANY CLOSING THOUGHTS?

Compared to a year ago, business fundamentals are much more positive. The severe credit
problems have eased, and access to the financial markets has improved significantly.
In our Gathering and Processing business, our producer customers are more optimistic
than a year ago and, with natural gas prices recovering, we are seeing signs of increased
drilling activity around our plants. We are well situated – with existing pipeline
infrastructure, compression and processing capacity – to efficiently gather and process
new gas within our capture areas as drilling activity resumes.
In our Liquids Business Unit, we are working to expand our diluent and logistics services
as oil sands activity increases, and we continue to look for opportunities to enhance the
commercial integration of that business.
We invested over $98 million on acquisitions and internal growth projects in 2009.
This year, we expect to invest between $80 and $100 million on growth projects.
This includes completing the Caribou gas plant expansion to meet producer demand,
initiating NGL infrastructure enhancements related to the Kearl agreement, and possible
construction of a second new storage cavern at our
Keyera has a solid track record of stability Fort Saskatchewan facility to handle growing demand for
diluent storage in Alberta. We also have the financial
and growth, with steady monthly income
flexibility to undertake larger projects or complete
and seven distribution increases since 2003. acquisitions, should the opportunities arise.
We remain focused on our strategy of pursuing infrastructure projects and acquisitions
that deliver long-term growth and returns for our investors. Our dedicated employees
have a customer service mindset which, when combined with well-located facilities and
proactive business development initiatives, will help us capture these opportunities.
However, as important as financial results are, nothing is more important than a safe and
healthy environment for our people and the surrounding communities.

Jim V. Bertram
President and Chief Executive Officer
February 18, 2010

Customer Focused, Results Driven KEYERA
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GATHERING AND PROCESSING BUSINESS UNIT

The largest
independent
gas processor
in Alberta
With almost 2 billion cubic feet per day of processing capacity
in 15 gas plants, Keyera is the largest independent gas
processor in Alberta. The majority of our plants are located
west of the Fifth Meridian, an area we believe represents
the future of the Western Canada Sedimentary Basin.
This deeper area of the basin is still largely underdeveloped, with multiple gas prone zones
that are typically larger and richer in NGLs. Over the next decade, there is potential to unlock
significant natural gas reserves in the deep basin as producers use horizontal drilling and
multi-stage fracturing techniques to develop conventional and tight gas reservoirs.
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Our large facilities have available capacity, flexible processing capabilities and extensive
gathering systems – attributes that allow producers to connect their production quickly
and maximize their netbacks.

STRENGTHS

OUR PRIORITIES IN 2010

Strategically located in the western part of the Western Canada
Sedimentary Basin

• Respond effectively to the needs of our customers.
Customers are facing challenges, due to lower
natural gas prices and other factors, and will benefit
from having the ability to tie their wells into our
plants quickly.

15 gas plants with gross capacity of 1.9 billion cubic feet per day
Broad capture areas and extensive gathering pipelines
Available unutilized capacity to accommodate additional volumes
of raw gas with minimal incremental cost
Flexibility to process sweet and sour gas and extract NGLs
Expertise in safe operation of large, sour gas facilities

DRIVERS

Proven geology adjacent to our facilities
Demand for natural gas in Alberta and throughout North America
Advancements in drilling and completion technology that
enhance producer economics

• Identify and selectively pursue strategic acquisitions.
In this business environment, producers may be
more interested in divesting their midstream assets,
such as gas plants, pipelines and compressors, in
order to focus on their core business
• Look for opportunities to increase throughput at
Keyera facilities in order to reduce per unit costs
for our customers.

Cost structure improvements through facility efficiencies

OPPORTUNITIES

Expanding plants and gathering systems to extend our geographic
reach and capture production from new areas
Modifying plants to create new sources of cash flow and meet
the continued demand for raw gas processing

• Identify and implement internal growth projects
that increase plant throughput and generate
incremental cash flow from existing assets.
• Strive to maintain an attractive processing
fee structure.

Increasing ownership interests in existing plants to increase
revenues and facilitate business development opportunities
Acquiring additional gathering systems and processing plants
in geologically prospective areas

Customer Focused, Results Driven KEYERA
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Daren Lorentz
Senior Chief Operator

“The ethane project at the Rimbey gas plant was a
team effort from start to finish. I was involved right
from the concept stage and it was gratifying to see
it through to full production.
The project dovetails perfectly
with the plant’s lean oil system
and has also increased the
efficiency of propane recovery
for our customers, enhancing
their netbacks.”

Gathering and Processing Strategy
Our goal is to be the midstream processor of choice for
natural gas producers in western Canada.

Keyera provides essential services to producers including
raw gas gathering, compression and processing. Our strategy
for this business unit is to continue to exceed customer’s
expectations by providing high value services and ensuring
that customers’ gas is tied in quickly and to grow our business
through internal projects and selective acquisitions.
We have a history of upgrading and modifying our existing
plants to accommodate higher raw gas volumes, reduce
costs, and enhance revenue from ancillary services. These
internal growth opportunities – in our own back yard –
require little or no additional capital investment. Over the
next decade, we see a number of opportunities to create
additional value from our existing assets.

To extend our geographic reach and support producer
activity around our plants, we continually evaluate
expansion and optimization projects, and opportunities
to develop new surface infrastructure. We also look for
opportunities to expand our presence in geologically
prospective areas of the basin by increasing ownership in
key facilities and acquiring complementary infrastructure
that can be enhanced through our operational expertise.
TECHNOLOGY A GAME CHANGER

Horizontal drilling and multi-stage fracturing technology
are being used increasingly in western Canada to target
tight gas formations and other unconventional gas deposits.
Producers are creating repeatable and economically
attractive resource plays using this technology to exploit
reserves that were previously considered uneconomic
using conventional drilling and completion techniques.
The success of these techniques has the potential to
dramatically increase production and recovery rates in the
Western Canada Sedimentary Basin.

Gathering and Processing Milestones
2004

2004

2004

2005

Keyera constructs Brazeau
Northeast Gathering System

Keyera acquires EnerPro
Midstream Company

Keyera acquires Caribou gas plant
in northeastern British Columbia

Keyera constructs new pipeline
and expands Caribou gas plant

Established new gathering
infrastructure in a geologically
prospective region, giving
producers access to
Keyera’s infrastructure
and processing capacity.

Increased gas processing
presence in west central Alberta
and assumed operatorship of
key NGL infrastructure in the
Edmonton/Fort Saskatchewan
energy hub.

Entered a relatively underdeveloped area with significant
geological potential.

Expanded gathering and
processing capacity in
this developing region to
meet producer demand.
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Christopher Dutcher
Manager, Business Development, Foothills

“Acquiring additional ownership in the West Pembina gas
plant provides opportunities and synergies that can benefit
both the plant owners and producers in the area. In addition,
the long-term processing agreements
we entered into with the vendors help
secure future production for the plant
and allow the vendors to focus on
exploration and production activities.”

GROWING THE BUSINESS

In 2009, we completed a project at the Rimbey gas plant
to modify the existing NGL extraction process to separate
up to 5,000 barrels per day of ethane from the raw gas
stream. Previously, a significant portion of this ethane was
consumed as fuel gas within the plant. Now it is being sold,
under a long-term contract, to Dow Chemical Canada for
use in its Alberta petrochemical facilities. Projects such as
this support Alberta’s value-added economy and contribute
to more effective use of Alberta’s resources.

BIGORAY
PEMBINA NORTH

WEST PEMBINA

We also increased our ownership interests in two key
facilities in the foothills region of Alberta. Higher ownership
interests in the plants make it easier to enter into new
business transactions and undertake plant expansions and
modifications.
At our Caribou gas plant in northeastern British Columbia,
we have received producer commitments to support
completion of a plant expansion to increase plant capacity
from 65 million cubic feet per day to 105 million cubic feet
per day by mid 2010.

BRAZEAU NORTH

BRAZEAU RIVER

NORDEGG RIVER
RIMBEY

GILBY

MEDICINE RIVER
Rocky
Mountains
STRACHAN

Our ability to process both sweet and sour gas, extract NGLs,
and offer a range of other complementary services allows
producers to maximize value from the raw gas they deliver
to our facilities.

2008

2008

2009

2009

Keyera acquires ownership
in West Pembina gas plant

Keyera acquires 100% of Nevis gas
plant and additional 40% interest
in the Brazeau River gas plant

Keyera completes ethane extraction
project at the Rimbey gas plant

Keyera increases ownership in West
Pembina and Strachan gas plants

Created new source of ethane
for use in the petrochemical
sector in Alberta, generating
incremental cash flow.

Increased cash flow and paved
the way for new business
development initiatives in
the foothills region of Alberta.

Expanded presence in the
foothills area of Alberta where
significant gas prone geological
horizons exist.

Expanded our capture
area and enhanced integration
with our Liquids Business Unit.

Customer Focused, Results Driven KEYERA
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LIQUIDS BUSINESS UNIT

Poised to expand
diluent service
offering
We are working to expand our service offering beyond the
NGL services that have been a cornerstone of our business
historically. Our goal is to establish Keyera as a premier
supplier of diluent and related logistics services to the oil
sands sector in Alberta – and grow this business over the
coming years.
For more than a decade, we have been providing products and services to NGL producers
in western Canada, using our unique set of assets in the Edmonton/Fort Saskatchewan
energy hub. This infrastructure also supports our NGL Marketing business, allowing us to
source and market NGLs across North America. More recently, we have been employing
these assets to grow our business by providing diluent services to oil sands producers.
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The Liquids Business Unit has two distinct businesses: the fee-for-service processing,
transportation, terminal and storage facilities of the NGL Infrastructure segment, and
the commercial activities of the NGL Marketing segment. These business segments
are integrated and provide complementary business opportunities.

STRENGTHS

OUR PRIORITIES IN 2010

Strategically located infrastructure in the Edmonton/
Fort Saskatchewan area, a major North American energy hub

• Continue to provide superior customer service
to NGL customers

Full range of NGL fractionation, storage, pipeline, logistics
and transportation services
Ability to provide essential services to oil sands customers
to support their diluent needs

• Pursue long-term agreements with oil sands
producers to supply transportation, storage
and terminalling services

Full range of NGL marketing services
Integration of Keyera’s gathering and processing and NGL
infrastructure assets
Logistics expertise to source and deliver NGL products

DRIVERS

Development of liquids-rich natural gas reserves in
western Canada
Continued evolution of the Edmonton/Fort Saskatchewan
area as a key North American energy hub
Development of Alberta’s oil sands production to support
future business growth
Demand for diluent to transport bitumen from the oil sands
leases to upgraders and refineries

• Secure additional loading terminal infrastructure
in the U.S. to strengthen product supply and
delivery options
• Broaden diluent supply sources across
North America
• Begin NGL infrastructure additions and
modifications to support the Kearl diluent
services agreement
• Utilize NGL infrastructure to supply NGL products
to oil sands producers utilizing solvent injection

Access to NGL supply – propane, butane and condensate

OPPORTUNITIES

Extending NGL gathering pipelines into the Edmonton/
Fort Saskatchewan hub
Processing and terminalling custom diluents, solvents and
other products for oil sands producers
Connecting Keyera infrastructure in Edmonton/
Fort Saskatchewan hub to new oil sands projects
Importing additional condensate into Alberta to meet the
growing diluent demand
Acquiring complementary infrastructure to support marketing
efforts in the U.S.

Customer Focused, Results Driven KEYERA
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Liquids Business Unit Strategy
For more than a decade, Keyera has been providing
valuable services to NGL customers in western Canada.
In this business unit, we employ a strategy of supporting
and growing the products and services we provide to our
NGL customers while positioning Keyera to generate new
business opportunities from oil sands activity.
Much of Keyera’s facilities, pipelines and terminals were
built in the 1970s and connected to industry infrastructure
in the Edmonton/Fort Saskatchewan area as it developed.
We have significantly enhanced the infrastructure
foundation we inherited, expanding our service offering
and strengthening our NGL Marketing business. As a
result, Keyera’s infrastructure today has unique supply
and delivery connections which, combined with our
operational expertise, allow us to provide specialized
services to our customers and operate a successful NGL
Marketing business.

In the early 2000s, we recognized that as the oil sands
developed, many of our NGL services would be required
to support the diluent logistics needs of oil sands
producers. We had much of the necessary diluent
infrastructure and set out to add the other pieces we felt
would be required. The creation of a new storage cavern,
the expansion of the truck rack at Fort Saskatchewan,
and the acquisition of ADT are a few of the initiatives we
have undertaken to enhance operational flexibility and
expand Keyera’s service offering to Alberta’s growing oil
sands sector.
Our NGL Marketing business has focused on capturing
new market opportunities and enhancing vertical
integration through selective acquisitions of propane
delivery terminals in key markets in the U.S.

Liquids Business Unit Milestones
2003

2004

2005

2006

Keyera commissions NGL truck
loading facilities at several plants

Keyera acquires EnerPro
Midstream Company

Keyera acquires three propane
distribution terminals in U.S.

Strengthened value chain and
optimized utilization of Keyera
plants and pipelines.

Increased ownership in key NGL
facilities and gained operational
control of the Keyera
Fort Saskatchewan facility.

Keyera initiates multi-year strategy
of enhancing infrastructure in
Edmonton/Fort Saskatchewan
energy hub
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Expanded storage capacity and
improved operational flexibility.

Strengthened vertical integration
in key U.S. propane markets.

FORT SASKATCHEWAN

EDMONTON TERMINAL

One of only four similar facilities in the region, Keyera’s
Fort Saskatchewan fractionation and storage facility is
located in the heart of Alberta’s Industrial Heartland,
adjacent to numerous refineries, chemical manufacturing
and petrochemical facilities. This facility has the capacity
to fractionate 30,000 barrels per day of NGL mix, extracted
from raw gas, into specification products like propane,
butane and condensate.

The Edmonton Terminal is Keyera’s pipeline control centre
and logistics hub for the region and has more than 20
connections to pipelines, customers and other local facilities.
Operating five major NGL pipelines, it is a key distribution
centre for propane, butane and condensate.
KEYERA FORT SASKATCHEWAN
Fort Saskatchewan
Pipeline System

Our 10 underground storage caverns can hold more than
nine million barrels of NGLs, making Keyera a leading
provider of NGL storage. As part of our oil sands strategy,
we are expanding this storage capacity. The first of four
new caverns is expected to be completed by mid-2010,
and timing of the second new cavern is currently being
evaluated. Over the long term, should customers require
additional storage capacity, we have sufficient land
available to double current capacity by creating an
additional nine caverns.

Judy Creek Pipeline
ALBERTA DILUENT
TERMINAL
EDMONTON TERMINAL

Bonnie Glen Pipeline

Rimbey Pipeline

RIMBEY GAS PLANT

2006

2007

2008

2009

Keyera initiates crude oil
midstream business

Keyera launches storage
expansion program

Keyera acquires Alberta Diluent
Terminal (ADT) in Edmonton

Leveraged operational and
marketing expertise to create
incremental cash flow from
new business initiative.

Announced program to
increase storage capacity
by approximately 3 million
barrels by creating four
new underground caverns
at Fort Saskatchewan.

Enhanced oil sands service
offering by adding significant
condensate rail offload capacity
and over 400,000 barrels of
above ground storage.

Keyera signs long-term agreement
to provide diluent services to Kearl
oil sands project

Established Keyera as a premier
provider of diluent services
setting the stage for similar
agreements with other oil
sands producers.

Customer Focused, Results Driven KEYERA
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Darin Stuckey
Superintendent, Alberta Diluent Terminal

“The ADT facility supports our strategy of providing
condensate supply, transportation and storage services
for oil sands customers. It is strategically located in the
Edmonton area, connected to our
other NGL infrastructure in the area,
and can be expanded as the needs
of our customers increase.”

ALBERTA DILUENT TERMINAL

In 2008, we purchased the Alberta Diluent Terminal (ADT)
and significantly enhanced our rail terminal and above
ground storage infrastructure in support of our growth
strategy. ADT handles condensate, delivered by rail, to meet
the growing need for diluent for oil sands producers.
In the future, capacity at ADT can be increased through
facility modifications and additional direct pipeline
connections to the Fort Saskatchewan pipeline system.
We can also significantly expand our storage capability
by building additional tanks on the site.

With extensive, interconnected facilities
in the Edmonton/Fort Saskatchewan
region, Keyera provides natural gas
liquids fractionation, transportation,
terminalling, and storage services to
the energy sector in Alberta.
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MARKETING

Keyera’s team of marketing and logistics professionals
aggregate physical NGL supply, often sourced from
Keyera plants in west central Alberta, and use Keyera’s
interconnected facilities to deliver these products to
customers across Canada and the United States. The
Marketing business has four product lines (propane,
butane, condensate and crude oil midstream), each with
different customers and markets.
Butane is used primarily in refineries or as a feedstock
for gasoline additives. Condensate is used by oil sands
producers as a diluent for bitumen production. We use our
facilities and operational expertise to create value in our
crude oil midstream business.
Propane is largely a residential and industrial heating
fuel. In many of the markets we serve, propane can only
be delivered by railcar or truck. Our loading facilities
in western Canada and our distribution terminals in the
United States are central to accessing these markets.

EDMONTON/
FORT SASKATCHEWAN

SARNIA

CONWAY

Keyera
Distribution Routes

MONT BELVIEU

NGL Pipelines
Keyera Terminals
NGL Energy Hubs

In 2009, we strengthened our terminal infrastructure,
acquiring two propane terminals in the northwestern
United States. We also secured long-term access to a
rail terminal in Mont Belvieu, Texas, the largest NGL hub
in North America. We intend to source condensate,
propane, and butane from a number of Mont Belvieu
facilities and use the terminal to enhance our access to
high-value markets.

Customer Focused, Results Driven KEYERA
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KEARL AGREEMENT

Kearl
Agreement
Providing Stable
Long-term Cash Flow
In November 2009, Keyera entered into a long-term
services agreement to provide diluent transportation,
storage and rail offload services in the Edmonton/
Fort Saskatchewan area for Imperial Oil’s Kearl
oil sands project.
When Kearl becomes operational in late 2012, this agreement will provide
Keyera with stable, long-term fee-for-service revenues.

KEARL AGREEMENT

The Big Picture
Oil sands producers are increasingly moving bitumen produced from
sites in Northern Alberta to upgraders and refineries located across
North America.
Bitumen is a heavy substance with the consistency of peanut butter
that will not flow in pipelines unless thinned, or diluted.
Condensate, a light natural gas liquid, is the preferred diluent for bitumen.
As bitumen production increases over the next decade, additional
condensate will need to be imported to meet diluent demand.
To manage the challenges of matching bitumen production with diluent
supply, oil sands producers will need to store diluent for future use.
Keyera has the NGL infrastructure in the Edmonton/Fort Saskatchewan
energy hub to serve the diluent needs of oil sands producers.

Brian Martin
Director, NGL Infrastructure

“Strategically, the Kearl deal increases Keyera’s presence
in the Edmonton/Fort Saskatchewan area and creates
opportunities to provide additional condensate
transportation, storage, and rail
terminalling services. Financially,
it brings Keyera a long-term, fee-forservice contract with a partner that is
an industry leader in the development
of Alberta’s oil sands.”

With condensate supply connections,
rail offloading terminals, pipeline
transportation, and condensate storage
facilities, Keyera is able to import diluent
from multiple sources, store it, and
subsequently deliver the product,
when it is needed, into the pipelines
leaving Fort Saskatchewan to the
northern oil sands producing areas.

BR IT I SH CO LUMBI A

SA SKATCHEWA N

A LB ERTA

KEARL PROJECT

FORT MacKAY

FORT McMURRAY
PEACE RIVER

Oil Sands
Producing
Areas
COLD LAKE

Edmonton/
Fort Saskatchewan
Energy Hub

FORT
SASKATCHEWAN
EDMONTON

Condensate
From Alberta
Sources

CALGARY
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Condensate
Sourced From
Outside Alberta

KEARL AGREEMENT

The Kearl agreement represents the next step in the development of our oil sands
services growth strategy. Keyera intends to pursue similar arrangements with other
oil sands producers, utilizing excess capacity to generate additional cash flow.

Kearl Agreement

Benefits to Keyera

Transportation – Keyera will provide long-term
(25 year) diluent transportation services between
Edmonton and the diluent delivery pipelines in
the Fort Saskatchewan area.

The agreement will generate stable, long-term
fee-for-service revenues. A substantial portion
of the fees earned will not be dependent on
throughput volumes.

Storage – Keyera will provide long-term (15 year)
storage services using its NGL storage capacity
in the Edmonton/Fort Saskatchewan area.

Beginning in late 2012, incremental operating cash
flow is expected to be between $10 and $11 million
annually, growing to approximately $16 million as
Phases 2 and 3 of the Kearl project come on stream 1.

Rail Offload – Keyera will provide diluent offload
services at rail terminals located at ADT and the
Edmonton Terminal, for delivery into storage
or directly to the Kearl site.

Infrastructure Enhancements
Over the next three years, we will enhance our
infrastructure in the Edmonton/Fort Saskatchewan
energy hub. Enhancements will include:

Future Growth Opportunities
Keyera intends to pursue arrangements with other
customers to utilize excess capacity, generating
incremental operating cash flow.
The new infrastructure will also enhance Keyera’s
connectivity. This will increase our ability to meet
demand for diluent services in the region, including
our ability to offer condensate marketing services.

• an extension to the Fort Saskatchewan pipeline
system to connect with the pipeline transporting
Imperial’s diluent north to the Kearl site;

Corridor
Pipeline
Access
Pipeline

• a new pump station at the Edmonton Terminal to
increase the capacity of Keyera’s pipeline system;
and

Cold Lake
Pipeline
KEYERA’S
PROPOSED PIPELINE

KEYERA
FORT SASKATCHEWAN

• a short pipeline connection from the Enbridge
Southern Lights diluent pipeline into Keyera’s
Edmonton Terminal.
FORT SASKATCHEWAN
PIPELINE SYSTEM
ALBERTA
DILUENT
TERMINAL
EDMONTON TERMINAL
1

Assumes that construction of the new Keyera operated facilities is completed
on time and that each phase of the Kearl project is completed and becomes
operational as planned.

Customer Focused, Results Driven KEYERA
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CORPORATE RESPONSIBILITY

Environmental
Protection, Social
Responsibility,
Economic Growth
All Essential to Our Success

Our focus on safe and responsible operating practices
not only protects the health and safety of our employees,
customers and residents in the communities surrounding
our facilities, but also provides a cleaner environment.
We also believe in being a good neighbour and supporting the communities
surrounding our areas of operations through education, scholarships, volunteer
activities and other community initiatives.
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We are dedicated to fostering safe and healthy environments at our facilities and
in surrounding communities, emphasizing safety as an integral part of every task –
not only in the workplace, but also in daily living.

OUR PRIORITIES IN 2010
ENVIRONMENT

TRAINING

• Provide input through the industry consultation
process as regulators develop provincial and
federal greenhouse gas regulations.

• Address changing workforce demographic by
increasing emphasis on training new employees.

• Undertake a thorough assessment of available
opportunities to reduce greenhouse gas emissions
at Keyera facilities through projects such as
waste heat recovery and fuel conservation.
• Strengthen ‘end of life’ planning by completing
soil and water assessments and undertaking
remediation as appropriate.
SAFETY

• Continue to make safety our number one priority
through training and new employee orientation.
• Continue ongoing evaluations of Keyera’s health
management program with the objective of
continuous improvement.

• Develop top-notch leaders to guide Keyera’s
long-term sustainable growth.
• Expand competency management assessments
to include maintenance and other personnel,
in addition to operations staff, to meet regulatory
requirements.
COMMUNITY

• Continue to communicate regularly with residents
in the communities around our facilities to inform
them of our activities.
• Support programs such as Junior Achievement
and Career Pathways to assist local youth pursue
careers in the oil and gas industry.

Customer Focused, Results Driven KEYERA
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Kerri Pulles
Environment Coordinator

“The environment team supports Keyera’s operations with
respect to soil, water and air quality. We coordinate and
oversee environmental reporting and audits, facilitate
environmental due diligence for
acquisitions and, longer term, plan
for ‘end of life’ reclamation of our
facilities. In short, we work to ensure
that Keyera meets or exceeds its
environmental obligations.”

Environmental Stewardship
Environmental stewardship is an integral part of all
of Keyera’s business activities. Because our day-to-day
operations can have an impact on the environment, we are
committed to conducting our operations in a manner
that sustains the environment and protects the health
and safety of our neighbours, employees, and contractors.

Keyera works with government, industry, and other public
interest stakeholders to prepare for new regulatory
requirements and address environmental issues.
Over the years, we have demonstrated our commitment to
responsible environmental stewardship by proactively
implementing a number of new processes and technologies
that provide environmental benefits and increase efficiency.

Keyera Milestones
1999

2001

2003

Keyera implements Competency Management and Development
System (CMDS)

Keyera upgrades Rimbey gas plant
to meet current environmental
standards for sulphur emissions

Keyera completes acid gas injection
project at Brazeau River gas plant

Developed innovative workplace literacy program to help recruit,
train, and develop knowledgeable and competent employees.
Today, CMDS is a model for training in the oil and gas sector.
In 2006, Keyera received the Conference Board of Canada’s
Award for Excellence in Workplace Literacy for its
innovative CMDS.
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Degrandfathered to pave the
way for the facility to become
a modern energy complex,
capable of providing a full
suite of services to customers.
In 2002, Keyera received
an Emerald Award for this
environmental initiative.

Reduced plant emissions by
sequestering waste gases in a
depleted underground reservoir.
For this initiative, Keyera
received recognition as an
Emerald Award finalist.

SEQUESTERING WASTE GASES

Keyera is a leader in waste gas sequestration, a process
widely recognized as one of the most environmentally
sound ways of handling waste byproducts of sour gas
processing, including hydrogen sulphide and carbon
dioxide, often referred to as acid gases. Five of our facilities
inject waste gases into depleted natural gas reservoirs,
similar to those they were extracted from, significantly
reducing sulphur dioxide and greenhouse gas emissions.
UPGRADING TO MEET CURRENT SULPHUR
EMISSION STANDARDS

When Keyera began operating as an independent business
in 1998, four of its gas plants were exempted under
government regulation from meeting the current sulphur
emission standards. Since that time, Keyera has worked
to improve plant processes at those facilities in order to
voluntarily remove the “grandfathered” status. In 2009,
we “degrandfathered” the last of our gas plants operating
under the older, less rigorous environmental regulations.
All of Keyera’s gas plants now meet or exceed all of the
current environmental standards with respect to sulphur
emissions. Some of these improvements have also resulted
in a reduction in greenhouse gas emissions.

REDUCING FUEL GAS CONSUMPTION PROVIDES
ENVIRONMENTAL BENEFITS

The reduction of natural gas usage within Keyera’s gas
plants provides benefits to the environment as well as to
Keyera and its customers. In 2009, Keyera installed flare
gas recovery facilities at the Rimbey gas plant, resulting in
a direct reduction of gas consumed and lower greenhouse
gas emissions. This project provides similar benefits as the
waste heat recovery project undertaken at the Strachan gas
plant in 2004.
SUPPORTING TECHNOLOGICAL IMPROVEMENTS

Keyera understands that improvements in technology
will be an essential part of any greenhouse gas reduction
plan. Keyera recently worked with a technology innovator
to support field trials in the development of new leakdetection equipment known as Airdar. The results of the
trials were promising and development of the equipment
is continuing. Airdar Inc. was presented with an Alberta
Science and Technology (ASTech) Award in 2009.

“Many oil and gas companies and organizations helped
me develop Airdar technology by funding me and giving
me guidance in commercializing it. I would never have
gotten off the ground without this support, particularly
from Keyera Energy, which was there from the beginning.”
– Dennis Prince, inventor of Airdar and Founder of Airdar Inc.

2003

2004

2004

2009

Keyera initiates Pathways
Scholarship Program

Keyera modifies Rimbey gas plant
to produce liquid CO2 for sale

Keyera implements waste heat
recovery at Strachan gas plant

Assisted youth in the
communities around Keyera
facilities train for careers in
the oil and gas industry.

Generated incremental cash
flow from a waste product
while reducing greenhouse
gas emissions.

Reduced energy consumption
and reduced greenhouse gases
by capturing exhaust from a
gas turbine and turning it into
steam to power the operations
of the plant.

Keyera completes upgrades to
Nordegg River gas plant to meet
current environmental regulations.

Degrandfathered Keyera’s last
remaining facility operating
under a grandfathered
exemption. All Keyera gas plants
now meet or exceed current
environmental standards.

Customer Focused, Results Driven KEYERA
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Maintaining a Safe and
Healthy Work Environment
We strive to be a leader in health and safety and are dedicated
to fostering safe and healthy environments at our facilities
and in the surrounding communities. A core objective is to
comply with the intent and specific requirements of
applicable health and safety laws and regulations. Our goal
is to be proactive in our approach, emphasizing safety as
an integral part of every task not only in the workplace,
but also in daily living. We provide ongoing training,
education, and mentoring of employees and contractors
so that our workforce develops the necessary skills and
understanding to create and maintain a safe and healthy
workplace. Where appropriate, we carry out investigations
to understand factors that may cause or contribute to
incidents and seek to learn from our experiences.

DEVELOPING ONLINE TOOLS

In 1999, Keyera began development of the Competency
Management Development System (CMDS). CMDS is an
online tool used to assess how well workers understand
their job requirements, and document achieved skills.
CMDS is designed to be competency based, skill-profile
oriented, and third-party audited to facilitate due
diligence. Today, CMDS is used by almost 40 major energy
companies. It also forms the basis for Certificate and
Diploma programs at Lakeland College in Alberta and
Northern Lights College in British Columbia.
PREPARING FOR EMERGENCIES

We understand the importance of being prepared for
emergencies and unexpected events. Keyera works with
stakeholders and other industry participants to prepare for
emergencies at Keyera facilities or in nearby communities.
We have detailed emergency response plans for each of
our facilities, train employees in their use, and conduct
simulated emergencies to test the effectiveness of the plans.

In a 2009 case study, the Conference Board of Canada wrote
about CMDS, “The program lives up to the Conference
Board of Canada’s expectations of its case studies: it is an
outstanding education and lifelong learning initiative that
addresses the impact of workplace literacy and essential
skills on employee health and safety.”
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Serving the Community

AWARDING PATHWAYS SCHOLARSHIPS

Keyera has a long tradition of investing in the communities
that we call home. In addition to health, safety and
environmental efforts, we provide financial support to
community organizations and encourage employees to
participate in community activities.

Six years ago, we initiated the Pathways Program, a
scholarship program that helps local youth pursue careers
in the oil and gas industry through post-secondary
education. In addition to financial assistance, we also offer
summer apprenticeships and permanent employment to
successful candidates. In 2009, we awarded scholarships
to seven recipients.

SUPPORTING STARS

Since 2005, we have given $100,000 to the Alberta Shock
Trauma Air Rescue Society (STARS). STARS delivers
timely emergency medical care to over 90% of Alberta’s
population and many British Columbia communities
adjacent to the Alberta border. This partnership reflects
our dedication to the welfare of our people and the
communities where they live.

We are extremely proud to be a longtime United Way supporter. Employee
contributions, including proceeds
raised during employee events, are
matched by Keyera. In 2009, our
collective contribution over the past
ten years topped $1 million.

Customer Focused, Results Driven KEYERA
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FINANCIAL MANAGEMENT

Growth-Oriented
Business with a
Healthy Payout
As we prepare for conversion to a corporation in early 2011,
we are confident that Keyera has the characteristics – stable
cash flows, competitive business model, conservative
financial structure and future growth opportunities –
that make it well suited to be a strong growth-oriented
corporation with a healthy dividend payout.
Keyera is positioned to maintain its current distribution level through conversion.
A low payout ratio of 55% and over $540 million of tax pools as of December 31, 2009
will help to mitigate the effect of cash taxes on Keyera’s income in 2011. It is also
important to remember that the benefit of the dividend tax credit will significantly
reduce the tax burden for a taxable Canadian shareholder relative to the current
distribution.
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On February 16, 2010, Keyera’s cumulative distributions reached $10 per unit. With this
payment, investors holding Keyera units since inception in 2003 have seen their entire
investment returned to them in the form of distributions – while their initial investment has
more than doubled in value.

2009 – A Strong Year

OUR PRIORITIES IN 2010

• Maintain liquidity and financial flexibility so that
Keyera has sufficient credit capacity to undertake
its growth initiatives, as well as larger acquisitions
and projects when opportunities arise
• Repay $52.5 million of long-term debt that matures
in August 2010
• Plan transition from income trust structure to
ensure seamless conversion to a corporation
on January 1, 2011
• Implement accounting, process and system
changes to prepare for the adoption of
International Financial Reporting Standards
(IFRS) on January 1, 2011
• Continue prudent management of credit,
counterparty and commodity price risk
• Strive to provide strong cash flow to support
a sustainable dividend policy

FINANCIAL HIGHLIGHTS

Revenues ($ millions)
Net earnings ($ millions)
Per unit (basic) ($)
Capital expenditures ($ millions)
Cash flow from operating activities ($ millions)
Distributable cash flow 1 ($ millions)
Per unit ($)
Distributions to unitholders ($ millions)
Per unit ($)
1

Keyera posted exceptional results in 2009, supported by
continued strong operating performance from both
business units. We achieved these results in a year when
industry and the overall global economy faced significant
challenges. The business model developed over the last
decade met the tests presented by these events and
Keyera was able to continue to deliver stable cash flow to
unitholders. We believe this success is the result of our
focus on a consistent strategy centred around diversified
but integrated business lines, and we intend to continue
this approach in the future.
In 2009, distributable cash flow was $260 million, or
$4.08 per unit, almost double the amount posted in 2008.
Included in this amount was $51 million ($0.80 per unit) of
proceeds from the settlement of risk management financial
contracts. Distributions to unitholders were $144 million,
or $2.25 per unit, including a special distribution of $0.45
per unit paid to unitholders on December 15. This resulted
in a payout ratio of 55%. Net earnings were $150.3 million,
compared with $165.5 million in 2008, and cash flow from
operations was $313.2 million, about $222 million higher
than in 2008.

2009

2008

2007

2006

2005

1,545.0
150.3
2.36
100.1
313.2
260.0
4.08
144.0
2.25

2,175.3
165.5
2.68
321.9
91.3
135.7
2.20
105.5
1.69

1,479.1
14.5
0.24
32.0
119.8
143.5
2.35
90.2
1.48

1,368.5
68.1
1.12
73.9
110.7
99.7
1.65
86.6
1.43

1,187.6
60.7
1.03
52.9
70.1
98.7
1.67
78.5
1.33

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 20 of
Keyera’s 2009 Financial Report.
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Since inception in 2003, Keyera's net debt has remained
below 3 times its earnings before interest, taxes, depreciation
and amortization (EBITDA). Keeping net debt within a
range of 1 to 3 times EBITDA makes for an efficient capital
structure. It allows us to maintain liquidity and financial
flexibility, and take advantage of new internal growth and
acquisition opportunities.

CONSERVATIVE CAPITAL STRUCTURE (Net Debt to EBITDA)
4.0x

3.0x

2.0x

1.0x

0
2003

2004

2005

2006

2007

2008

2009

Gathering and Processing contribution was $124.4 million,
the highest in Keyera’s history and 14% higher than in 2008.
The number of wells drilled in western Canada declined
significantly in 2009; however, drilling activity continued
on the lands around many of Keyera’s plants, albeit at a
slower pace. Throughput at Keyera facilities increased 4%
compared to 2008, largely as a result of the acquisition of
the Nevis gas plant, acquired in December 2008. Excluding
volumes from Nevis, throughput decreased by less than 4%.
Compared to the 7% decline in throughput overall in
Alberta, the performance of the Gathering and Processing
business this year supports our view that the western side
of the basin, where the majority of Keyera’s plants are

located, remains a key area for natural gas exploration
and production. Keyera’s share of the gross throughput
increased 15% compared to 2008, as a result of acquiring
additional ownership interests in several Keyera facilities.

Preparing for 2011
– Converting to a Corporation

January 1, 2011, income trusts will be taxed in the same
manner, and at the same rate, as corporations. Given that
there will no tax advantage to maintaining an income trust
structure, our Board believes that it is in Keyera’s interest
to convert to a dividend paying corporation. At the
upcoming Annual and Special Meeting of Unitholders,
scheduled for May 11, 2010, Keyera will be seeking
unitholder approval to complete the conversion. Details
of the conversion will be included in Keyera’s Information
Circular, which will be mailed to Unitholders in advance of
the meeting.

In June 2007, the Government of Canada passed legislation
implementing a new tax on the distributions of publicly
traded Canadian income trusts, including Keyera. As of
Suzanne Hathaway
General Counsel

“Converting to a corporation involves complex tax,
securities, corporate and commercial issues. In working
through these issues, we have made it a priority to align
our conversion plan with Keyera’s
overall strategic vision. Ultimately,
our goal is to effect our conversion
in a manner that suits the needs of
our investors, facilitates our ability
to continue to execute our business
strategy, and supports our future
dividend policy.”
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Contribution from the two business segments within the
Liquids Business Unit was also strong. NGL Infrastructure
contribution was $58.9 million, 18% higher than last
year, setting a new record. Continued strong demand for
storage services, primarily from the oil sands sector,
together with solid fractionation and pipeline revenues,
contributed to these record results. Marketing contribution
of $83.5 million, although 18% lower than the record

We do not anticipate a change to Keyera’s business or
strategy as a result of becoming a corporation. Keyera’s low
payout ratio, conservative balance sheet, business strategy,
and numerous growth opportunities should allow us to
maintain a similar dividend level upon conversion.1
1

Readers should refer to Keyera’s 2009 annual MD&A for a discussion of the
assumptions and risks that could affect future performance and plans.

results of 2008, was still very strong. These results were
driven by steady butane demand and margins throughout
the year, combined with strong first and fourth quarter
results in the propane business.
Keyera invested $100.1 million in 2009 on a number
of internal projects, such as plant modifications and
expansions, and acquisitions. Keyera acquired additional
ownership interests in the Strachan and West Pembina
gas plants and enhanced the vertical integration of its
Marketing business with the purchase of two propane
terminals in the United States.

Preparing for 2011
– Adopting IFRS in Canada
Starting with the first quarter of 2011, all publicly accountable
enterprises in Canada will be required to prepare financial
statements in accordance with International Financial
Reporting Standards (IFRS).
To facilitate this conversion, Keyera established a formal
governance structure to monitor the transition from
Canadian Generally Accepted Accounting Principles (GAAP)
to IFRS. The structure includes a steering committee and a
stakeholder working group consisting of senior management
from the finance, information technology, investor relations
and operations areas. To ensure appropriate monitoring and
governance, the project team reports regularly to Keyera’s
executive team and the Audit Committee of the Board
of Directors.
The most significant changes to Keyera resulting from
the conversion to IFRS relate to the impairment of
assets, depreciation of assets by component groups and
capitalization of plant turnaround costs.

Keyera also enhanced its financial structure in 2009.
During the year, we repaid $90 million of long-term notes
that matured on October 1, 2009, from funds raised from a
private placement of long-term unsecured notes completed
in April. In addition, at year end 2009 we had reduced the
amount outstanding on Keyera’s credit facilities by almost
$120 million compared to a year earlier.

To date, we have completed necessary modifications to the
general ledger, separated assets into component groups as
required by IFRS, and developed procedures necessary to
begin preparing financial statements in accordance with
both IFRS and GAAP for 2010.

Eileen Marikar
Manager, Financial Reporting

“Our IFRS conversion is a team effort. We have reviewed
and have automated certain processes; our IT group assisted
in establishing a dual reporting plan in our financial systems;
and our engineering and corporate
development groups assisted in
allocating our assets into appropriate
components. These efforts have helped
to ensure that the transition of our
internal and external reporting for
2010 and 2011 will be seamless.”
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E. Peter Lougheed (Chairman)

Nancy M. Laird

Calgary, Alberta

Calgary, Alberta

Peter Lougheed is a corporate director and
Counsel at Bennett Jones LLP, Barristers and
Solicitors, having been a partner of that firm
from 1986 to 1999. He served as premier of Alberta
from 1971 to 1985 and is a member of the Privy
Council of Canada and a Companion of the
Order of Canada.

Nancy Laird is a corporate director with more
than 20 years of experience in the energy
industry. From 1997 until 2002 she was Senior
Vice President Marketing and Midstream for
EnCana Corporation. Previously, she was
President of NrG Information Services Inc.,
a joint venture initiative involving four of North
America’s leading natural gas pipeline companies.

Jim V. Bertram

Donald J. Nelson

Calgary, Alberta

Calgary, Alberta

Jim Bertram has over 25 years of experience
in the oil and gas industry. He has been the
President and Chief Executive Officer since
Keyera’s inception in 1998. Previously, he was
Vice President, Marketing for Gulf Canada’s
worldwide operations and Vice President of
Marketing for Amerada Hess.

Don Nelson is a professional engineer with over
35 years of oil and gas experience. He is the
President of Fairway Resources Inc., a private
company providing consulting services to the
oil and gas industry. Previously, he was Chairman
of the Board of the general partner of Taylor NGL
Limited Partnership from 2004 to 2008.

Robert B. Catell

H. Neil Nichols

New York, New York

Smiths Cove, Nova Scotia

Bob Catell is Chairman of the Advanced Energy
Research and Technology Center of Stony Brook
University. Previously he was the Executive
Director and Deputy Chairman of National Grid
plc, a position he assumed in 2007. Prior to that,
he was Chairman and Chief Executive Officer of
KeySpan Corporation and Chairman and Chief
Executive Officer of KeySpan Energy Delivery,
formerly Brooklyn Union Gas.

Neil Nichols is a corporate director with more
than 20 years of experience in the energy
industry. He was President of KeySpan Energy
Development Corp. from 1997 to 2004 and
Senior Vice President of KeySpan Corporation
from 1998 to 2004. Previously, he was the
President of Corrosion Interventions Ltd. and
Chief Financial Officer and Executive Vice
President of TransCanada PipeLines Limited.

Michael B. C. Davies

William R. Stedman

Banff, Alberta

Calgary, Alberta

Michael Davies is principal of Davies and Co., a
firm providing advisory services for mergers and
acquisitions and investment banking. Previously,
he headed the Mergers and Acquisitions Group of
RBC Dominion Securities from its formation in
1986 to 1996, and from 1996 to 2002 he acted as
the firm’s senior M&A advisor.

Bill Stedman has been Chairman and Chief
Executive Officer of ENTx Capital Corporation,
a private holding company specializing in
investment in the electric power industry,
since 2001. Previously, he was President
and Chief Executive Officer of Pembina
Pipeline Corporation.
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Keyera Management Team
Jim V. Bertram

Steven B. Kroeker

President and Chief Executive Officer
Calgary, Alberta

Vice President,
Corporate Development

Jim Bertram has over 25 years of experience
in the oil and gas industry. He has been the
President and Chief Executive Officer since
inception in 1998. Previously, he was Vice
President – Marketing for Gulf Canada’s
worldwide operations. He holds a Bachelor of
Commerce degree from the University of Calgary.

Steven Kroeker has more than 15 years of
experience in the oil and gas industry, including
9 years in energy focused investment banking.
He holds a Bachelor of Commerce degree from
the University of Calgary and an MBA from the
Richard G. Ivey School of Business.

David G. Smith

Bradley W. Lock

Executive Vice President,
Liquids Business Unit and Corporate Secretary

Vice President,
North Central Region

David Smith has more than 25 years of oil and
gas experience. He was Keyera’s Chief Financial
Officer from its inception in 1998 until November
2008 when he was appointed Executive Vice
President, Liquids Business Unit. He holds a
Bachelor of Mathematics degree from the
University of Waterloo and an MBA from
Harvard University.

Brad Lock has over 20 years of experience in the
oil and gas sector. Prior to joining Keyera in 2004,
he worked in a variety of roles for Chevron
Canada Resources and most recently was Vice
President of Operations for Enerpro Midstream
Company. He holds a Bachelor of Applied Science
degree in Chemical Engineering from the
University of British Columbia.

Graham Balzun

David A. Sentes

Vice President,
Engineering and Corporate Responsibility

Vice President,
Comptroller

Graham Balzun has over 20 years of industry
experience in the upstream oil and gas sector.
Prior to joining Keyera in 2001, he worked in an
operations engineering and production role for
several western Canadian oil and gas companies.
He holds a Bachelor of Science degree in Chemical
Engineering from the University of Calgary.

Dave Sentes has 30 years of financial
management experience. Prior to joining Keyera
in 2001, he worked for 10 years with Direct Energy
Marketing Limited, a natural gas production and
marketing company, most recently as the Vice
President, Finance and Treasurer. He became
a Certified Management Accountant in 1981.

Marzio Isotti

C. Dean Setoguchi

Vice President,
Foothills Region

Vice President and
Chief Financial Officer

Marzio Isotti has over 25 years of industry
experience in the upstream oil and gas sector.
Prior to joining Keyera in 2000, he worked for
several exploration, production and marketing
companies operating in western Canada. He
has undergraduate and graduate degrees in
engineering from Carleton University in Ottawa
and an MBA from the University of Calgary.

Dean Setoguchi has over 20 years of financial
management experience in the oil and gas
industry. Prior to joining Keyera in October 2008,
he was Chief Financial Officer of Cordero Energy
Inc. He is a Chartered Accountant and a graduate
of the University of Lethbridge.
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Keyera Facilities
Capacities and Utilization Rates

NATURAL GAS PROCESSING FACILITIES
Ownership
Interest
(%)

Rimbey
Strachan
Brazeau River
Nevis
Chinchaga
West Pembina
Bigoray
Paddle River
Nordegg River
Gilby
Caribou
Medicine River
Brazeau North
Pembina North
Greenstreet

97
91
92
100
100
69
90
87
78
78
100
24
68
74
100

Total

License Gross
Capacity
(MMcf/d)

Average Daily
Throughput
(MMcf/d)

Utilization
Rate
(%)

422
275
218
150
148
145
85
81
75
71
65
64
49
43
25

227
177
96
77
24
51
31
36
52
32
45
24
13
19
2

54
64
44
51
16
35
36
44
69
45
69
38
27
44
8

1,916

906

47

NGL PROCESSING AND TRANSPORTATION FACILITIES
Ownership
Interest
(%)

License Gross
Capacity
(bbls/d)

Average Daily
Throughput
(bbls/d)

Utilization
Rate
(%)

NGL Processing Facilities
Fort Saskatchewan (Keyera)
Fort Saskatchewan (Dow NGL Processing)
Fort Saskatchewan (Dow De-ethanizer)
Rimbey Gas Plant
Nevis Gas Plant
Gilby Gas Plant

77
18
10
97
100
78

30,200
30,000
69,200
31,500
6,500
3,200

27,750
22,644
47,036
16,191
4,373
1,428

92
75
68
51
67
45

NGL Pipelines
Fort Saskatchewan (Keyera)
Rimbey Pipeline
Bonnie Glen Pipeline

77
100
50

392,000
45,000
105,660

139,191
23,763
23,089

36
53
22

NGL STORAGE FACILITIES
Ownership
Interest
(%)

Fort Saskatchewan (Keyera)
Fort Saskatchewan (Dow)
Alberta Diluent Terminal

36
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77
18
100

Gross
Capacity
(bbls)

9,550,000
1,600,000
435,000

Net
Capacity
(bbls)

7,350,000
290,000
435,000

KEYERA FACILITIES

BR IT I SH CO LUMBI A

Caribou

A LBERTA

SA SKATCHEWA N

Chinchaga

KEYERA/DOW
FORT SASKATCHEWAN
Paddle River
EDMONTON
Pembina North
Brazeau North
West Pembina

Bigoray

Brazeau River
Nordegg River
Gathering and Processing Plants
NGL Infrastructure Facilities

Greenstreet

ALBERTA DILUENT TERMINAL
EDMONTON TERMINAL

Rimbey
Gilby
Nevis
Medicine River
Strachan

CALGARY
VANCOUVER
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Advisories
NOTE REGARDING NON-GAAP FINANCIAL MEASURES
This Annual Review refers to certain financial measures that are
not determined in accordance with Canadian Generally Accepted
Accounting Principles (GAAP). Measures such as distributable cash flow,
contribution and EBITDA are not standard measures under GAAP and
therefore may not be comparable to similar measures reported by other
entities. Management believes that these supplemental measures
facilitate the understanding of the Fund’s results from operations,
leverage, liquidity and financial position. 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.
Distributable cash flow (defined as cash flow from operating activities
adjusted for changes in non-cash working capital, maintenance capital
expenditures and the distributable cash flow attributable to any noncontrolling interest) 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. A reconciliation of
distributable cash flow to cash flow from operating activities can
be found on page 20 of the Fund’s 2009 Financial Report.
Contribution (defined as operating revenues less operating expenses,
including marketing general and administrative expenses, before
elimination of inter-segment transactions as required by GAAP)
provides an accurate portrayal of operating profitability by segment,
as it considers the effect of inter-segment transactions.
EBITDA (defined as earnings before interest, taxes, depreciation
and amortization) is commonly used by management, investors
and creditors in the calculation of ratios for assessing leverage and
financial performance.
FORWARD LOOKING STATEMENTS
Certain statements contained in this Annual Review contain 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: future structure; future dividend policies; the
future financial position of Keyera; business strategy, plans and
objectives; anticipated growth and proposed activities; budgets,
including future capital, operating or other expenditures and projected
costs; estimated utilization rates; treatment of Keyera under regulatory
regimes; the existence, operation and strategy of Keyera’s 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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The forward looking statements reflect management’s current beliefs
and assumptions with respect to such things as the outlook for general
economic trends, industry trends, commodity prices, capital markets,
and the governmental, regulatory and legal environment. In some
instances, this Annual Review may also contain forward looking
statements attributed to third party sources. Management believes
that the assumptions and analysis in this Annual Review are reasonable
and that the expectations reflected in the forward looking statements
contained herein are also reasonable. However, Keyera cannot assure
readers that these expectations will prove to be correct.
All forward looking statements involve known and unknown risks,
uncertainties and other factors that may cause actual results, events,
levels of activity and achievements to differ materially from those
anticipated in the forward looking statements. Such factors include but
are not limited to: general economic, market and business conditions;
operational matters, including potential hazards inherent in our
operations; risks arising from co-ownership of facilities; activities of
other facility owners; competitive action by other companies; activities
of producers and other customers and overall industry activity levels;
changes in gas composition; fluctuations in commodity prices and
supply/demand trends; processing and marketing margins; effects of
weather conditions; fluctuations in interest rates and foreign currency
exchange rates; changes in operating and capital costs, including
fluctuations in input costs; actions by governmental authorities;
decisions or approvals of administrative tribunals; changes in
environmental and other regulations; reliance on key personnel;
competition for, among other things, capital, acquisition opportunities
and skilled personnel; changes in tax laws, including the effects that
such changes may have on unitholders; and other factors, many of
which are beyond the control of Keyera.
Keyera’s plans to convert to a corporation effective January 1, 2011 and
its anticipated dividend policy, as a corporation, are based on the
continuation of favourable growth parameters for current and future
projects (including Keyera’s ability to finance such projects on
favourable terms) and continued sustainable results of all Keyera’s
business segments. Keyera’s disclosure with respect to its conversion
plans also assumes there will be no change in the rules governing
conversion in the interim. These assumptions may be affected by any or
all of the factors listed above, as well as the factors listed under the
heading “Corporate Conversion” in Keyera's 2009 MD&A.
Readers are cautioned that they should not unduly rely on the forward
looking statements in this Annual Review. Further, readers are cautioned
that the forward looking statements in this Annual Review speak only
as of the date of this Annual Review and Keyera does not undertake
any obligation to publicly update or to revise any of the forward looking
statements, whether as a result of new information, future events or
otherwise, except as may be required by applicable laws.
All forward looking statements contained in this Annual Review are
expressly qualified by this cautionary statement. Further information
about the factors affecting forward looking statements and management’s
assumptions and analysis thereof, is available in filings made by Keyera
with Canadian provincial securities commissions, which can be viewed
on SEDAR at www.sedar.com.
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This 2009 Annual Review contains an overview of Keyera's business.
We encourage you to read our 2009 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.

