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March 3, 2015
Independent Auditor’s Report

To the Shareholders of Gibson Energy Inc.

We have audited the accompanying consolidated financial statements of Gibson Energy Inc., which comprise
the consolidated balance sheets as at December 31, 2014 and December 31, 2013 and the consolidated
statements of operations, comprehensive income, changes in equity and cash flows for the years then ended,
and the related notes, which comprise a summary of significant accounting policies and other explanatory
information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements
in accordance with International Financial Reporting Standards, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We
conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position
of Gibson Energy Inc. as at December 31, 2014 and December 31, 2013 and its financial performance and its cash
flows for the years then ended in accordance with International Financial Reporting Standards.

PPrecomitpposte Bepees 1P

Chartered Accountants

PricewaterhouseCoopers LLP
111 5th Avenue SW, Suite 3100, Calgary, Alberta, Canada T2P 5L3

T: 403 509 7500, F: 403 781 1825 [www.pwc.com/cal

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.
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Gibson Energy Inc.

Consolidated Balance Sheet

(tabular amounts in thousands of Canadian dollars)

December 31,

2014 2013
Assets
Current assets
Cash and cash eqUIVAIENLS ..........coiiiiiiiieiei et $ 131,911 $ 97,182
Trade and other receivables (NOE 6) ......c..eeeeeuiiiiiiiiieeeiiie ettt e e e 641,283 592,850
INVENLOTIES (NMOLE 7) c.uvviieieiiiieeeiiee ettt et ett e e et e e e ate e e e eata e e e eeabeeeeeaaseeesaseeeenareeaans 154,937 156,419
TNCOME tAXES TECEIVADIE ...t saaasssasasssesnsesesnsnnnnn 12,100 7,534
Prepaid expenses and Other aSSELS ........coouiiiiriirieniiiiiieeiertentteste ettt eae 24,366 25,170
Net investment in finance 1eases (NOLE 8)......cc.uiiievuiiieiiiiieeeiiie et e e 908 765
T OLA]l CUITEINT ASSETS . .uuvuvuvutueeeeeeeeeeteteeetateeeaeeasesaeeaaeasaeesesasasesssssssssesssssssssssnsssssnsnnssssnsssennnnnnns 965,505 879,920
Non-current assets
Property, plant and equipment (NOt€ 9) ........cocceouieriieiiiiiiieiirieeeece e 1,494,569 1,119,856
Long-term prepaid expenses and other assets (note 10).........cccceeveeiiiiiniiiiinienienienene 39,778 19,640
Net investment in finance 1eases (NOE 8)......ccuviercureeeriiiieeriiieeereeeeiee e e eeeereeeeeveeeens 94,387 93,236
Deferred income tax assets (N0 11) ..ooocuuiiieiiiiiiieiiie et e e 3,532 8,187
Intangible assets (NOLE 12)....cccuiiiiiiiiiiiiiiieiieete ettt sttt s 191,537 202,395
GOOAWIIL (NOLE 13) .ttt e ettt e et e e e te e e e et e e e eeaaeeeeeaaseeeeareaeenens 783,721 726,148
T OtA] TION-CUITEIIE ASSELS .vvvvvvreeereeeeeeeeeeeeeeeeaeeeeseseseseeesseesasesesesssssssnsssssnsssnsssssnsnsnsssnsesnsnsnnnne 2,607,524 2,169,462
TOEAL ASSELS ......veeeeeeeeeeeeeee ettt e e e e e e e et eeesesaeeaaeteeesesaesaaeeeeesesaessaaeeeesesennnneee $ 3,573,029 $ 3,049,382
Liabilities
Current liabilities
Trade payables and accrued charges (NOte 15).....c..cocieviieiiriiniiniiiiiieee e 581,463 565,179
Dividends payable (NOte 18) .....c..coouiiiiiiiiiiiiiiiieieeeeeee e 37,346 33,605
DEfEITEd TEVENMUE ......cei ittt et e e e e et e e e e eeeataareeeeeeeenanrreeeees 19,042 2,847
INCOME tAXES PAYADIE ...cvtiiiiiiiiieieeeete ettt 122 20,535
Total CUITENT THADIIITIES ...ttt ssesasssasssasssssnsssssnnnnnnn 637,973 622,166
Non-current liabilities
Long-term debt (NOtE 14) ..c...oouiiiiiiiiiieiie ittt st 1,165,368 757,566
ProviSions (IO 16) ......ccccuviiieiiiii ettt e et e et e e e eate e e e ear e e e eaaeeeeeaveaaens 136,347 91,424
Other long-term liabilities (NOTE 17)....couiriiriiniiiiiieiiereeneeeeteeteeteet e e 14,810 15,487
Deferred income tax liabilities (NOte 11)......cccuiiiiiiiiiiiiiiiieeiiie e e 191,351 194,105
Total NON-CUITENT THADIIITIES ....vvvveeeeieieieieete et aseassssesasesssssesesnnnnnnn 1,507,876 1,058,582
TOtal TADIIILIES ....vveeeeviieeeiiie ettt eete e et e e et e e e ete e e eeaare e e eaaeeeeeaaeeeeeaseeeenareeaans 2,145,849 1,680,748
Equity
Share capital (N0 18) ...couiiriiiiiiiiiiiiitee ettt s 1,634,001 1,585,145
CONLTIDULE SUTPIUS ..cnveeiiieiiieiieeeite ettt ettt ettt et esate e bt e satesbeeenaaeeane 23,841 16,130
Accumulated other comprehensive iNCOME........cocuuirruiiriiiriiiriieeee ettt 93,011 33,879
| D15 e | SRR (323,673) (266,520)
TOtAL EQUILY «.eeeveeneietieie ettt et et e ee st et et e et e et eeaeeesee s ee s e esesnseenaesneesneaseenseenseans 1,427,180 1,368,634
Total liabilities and eqQUItY .............cccooieiiiiii e $ 3,573,029 $ 3,049,382

Commitments and contingencies (note 19)
See accompanying notes to the consolidated financial statements

Approved by the Board of Directors:

(signed) “James M. Estey”
James M. Estey
Director

(signed) “Marshall L. McRae”
Marshall L. McRae
Director




Gibson Energy Inc.

Consolidated Statement of Operations

(tabular amounts in thousands of Canadian dollars, except per share amounts)

Revenue (NOLE 20) ......oeeeiiiieeeeiiieeeiieeeeeite et e ettt e e streeeereeeessbeeeesssseeessnsaeessnseeeasnsseeennes
Cost of sales (notes 7, 21, 22 and 28).......cceeeuiieirciiieeeiiieeecieeeerieeeeereeeeseeeesreeeesereeeenes
GIOSS PIOIE .ttt ettt et e e st

General and administrative expenses (notes 21 and 22).........coceveeveeneencnncnnieneeneeneenn
Other operating inCome (NOTE 23) ....cc.eevuirriiriiiiierienieeieeie ettt ettt st st e e e e
Income from operating activities ...............ccccooviiiiiiiiiiiiniii e

TNEETESE EXPEIISE ..eeueviiniiiiiiieiie ettt ettt ettt ettt et e s sabe e sabeesabeesabeesanee e
Gain on financial instruments relating to interest expense (Note 28) ........ccccevveerveneennennn
TNEETESE INCOMMIE ...ttt ettt et st be e s e e st e st e e sabeesabeesaneesas
Foreign exchange loss on long-term debt (NOte 14) ......c.eevviiiiiiiiniinniieniieiiieeeeeeeeeeae
Debt extinguishment COStS (NOLE 14) ......ceiiuiiiiiiiiiiiiieeiieete ettt
Income before iNCOME tAXES ............cccooiiiririiiiiiiiiieecccce e
Income tax provision (NOLE 11) ..c.ceiiuiiiiiiiiiiiie ittt

I\ A 1 11600) 11 (I OO

Earnings per share (note 24)

See accompanying notes to the consolidated financial statements

Year ended

December 31,

2014

2013

$ 8,573,529

$ 6,940,669

8,299,403 6,666,257
274,126 274,412
56,245 47,372
(11,845) (6,576)
229,726 233,616
67,598 53,458
_ (18,252)
(832) (471)

35431 19,951

- 38,209

127,529 140,721
35,588 36,905

$ 91,941 $ 103,816
$ 0.74 $ 0.86
$ 0.73 $ 0.84




Gibson Energy Inc.

Consolidated Statement of Comprehensive Income

(tabular amounts in thousands of Canadian dollars)

INEEIIICOIMC ......oooiiiiiiiieieee ettt e e ettt e e e e e e e b s et eeeseesensaaeeeessessansaaseeeesesasnnaaaeeeeas

Other comprehensive inCOMe (10SS) ...........ccceeriiiriiiiiieiie e
Items that may be reclassified subsequently to statement of operations

Exchange differences on translating foreign Operations............ceeeveerreeereerieeeneeeneeeneennne
Items that will not be reclassified to statement of operations

Remeasurements of post-employment benefit obligation, net of tax .........c.ccceevceeevieeneenne

Other comprehensive income, net of taX.............ccccoceevieiiinininiin e
Comprehensive IMCOME .............cccoiriiiiiriiieee ettt st

See accompanying notes to the consolidated financial statements

Year ended
December 31,
2014 2013
$ 91,941 $ 103,816
59,132 43,045
(521) 1,144
58,611 44,189

$ 150,552 $ 148,005




Gibson Energy Inc.

Consolidated Statement of Changes in Equity

(tabular amounts in thousands of Canadian dollars)

Accumulated
Share other
capital Contributed comprehensive Total
(note 18) surplus income Deficit Equity
Balance — January 1,2013 .................ccceeeee $ 1,543,149 $11,297 $ (9,166) $ (237,798) $ 1,307,482
NELINCOME ..oooovieiiiiieiieeieeeeeeeeeeeeeeeeeee - - - 103,816 103,816
Other comprehensive income, net of tax............ - - 43,045 1,144 44,189
Comprehensive inCome .........c.cceveevveevenveneennen. - - 43,045 104,960 148,005
Employee share options:
Stock based compensation.........c..ccc.eeueee. - 8,271 - - 8,271
Proceeds from exercise of stock options ... 1,169 - - - 1,169
Reclassification of contributed surplus on
exercise of stock option and other stock
AWATAS . eiieeeeiiee e 3,438 (3,438) - - -
Issuance of common shares in connection with
the dividend reinvestment and stock dividend
PIOZLAIMS «..cviiiiiieeireieeieere e eneenneas 37,389 - - - 37,389
Dividends on common shares ($1.10 per
COMMON SNATE).....ccouviiieeiiieeeiiiee e e - - - (133,682) (133,682)
Balance — December 31,2013 ........................ $ 1,585,145 $ 16,130 $ 33,879 $ (266,520) $ 1,368,634
NEtINCOME ..oooovveiiiiiiiiiiiiiieieeee, - - - 91,941 91,941
Other comprehensive income, net of tax............ - - 59,132 (521) 58,611
Comprehensive inCome .........c.cceveerveevenveneennen. - - 59,132 91,420 150,552
Employee share options:
Stock based compensation ..........cc.cceeueeueenee - 13,977 - - 13,977
Proceeds from exercise of stock options..... 5,942 - - - 5,942
Reclassification of contributed surplus on
exercise of stock option and other stock
AWATAS ..vvieeirieeeiieeeeireeeeeieeeeeereeeeeaeaeens 6,266 (6,266) - - -
Issuance of common shares in connection with
the dividend reinvestment and stock dividend
PIOZLAIMS. . ..eeeiiiiiieieeieereereereseeeseeesreeneeaneeas 36,648 - - - 36,648
Dividends on common shares ($1.20 per
COMMON SNATE) .....vviiiiiiieeeiiie et e - - - (148,573) (148,573)
Balance — December 31,2014 .......................... $ 1,634,001 $ 23,841 $ 93,011 $ (323,673) $ 1,427,180

See accompanying notes to the consolidated financial statements



Gibson Energy Inc.
Consolidated Statement of Cash Flows

(tabular amounts in thousands of Canadian dollars)

Year ended
December 31,

2014 2013
Cash provided by (used in)
Operating activities
Income from Operating ACtIVILIES ......cccecueruiriireririeietertenteste ettt se e e $ 229,726 $ 233,616
Items not affecting cash
Depreciation of property, plant and equipment (NOte 21)......c..cccceeviiriiirienienienieienieneens 154,934 133,854
Amortization of intangible assets (NOtE 21).....ccevuiiiviiriiiriiiiiiieie e 54,991 50,203
Stock based compensation (NOLE 22) ......c..eerueeruirerieinieenieeniee st et et e sieeesreesieeesreenaeees 13,977 8,271
Gain on sale of property, plant and equipment (NOte 23) ......c..cccceevierviirienieniieniieienieneens 2,717) (1,029)
(0111755 TP (7,509) (3,863)
Net (gain) loss on fair value movement of financial instruments (note 28)........cc.cceceeneen. (1,883) 622
Changes in items of working capital
Trade and Other TECEIVADIES ........coooiviiiiiiiiii 4,819 (108,618)
TNVENEOTIES oo 10,252 (3,700)
OET CUITENT ASSELS coiviiiiiieeeieeieeee e 3,127 (11,705)
Trade payables and accrued Charges ..........c.ccoieeiieiiiiiiiniineee e (63,264) 68,481
DEfEITEd TEVEIMUE .......vvvvieiieiieeiiieeee et e et e e e e e a e e e e e e eeearaeeeeeeeeesntaeeeeeeeeennees 15,764 1,330
L ETTo) 14 (TR T PR (75,989) (35,831)
Net cash provided by Operating aCtiVities ..........ccoceevuieruieieieierieneenieereere e e e enesanesieens 336,228 331,631
Investing activities
Purchase of property, plant and eqUIPMENt ............ccoocuiriiiriiiiiniiiieicreceeece e (354,682) (227,019)
Purchase of intangible aSSELS.......ccouiiiiiiriiiiiierieeie ettt et et (19,123) (8,495)
Acquisitions, net of cash acquired (NOLE 5) .....cevuveriiiiriiiiiiiieiicee e (128,440) -
Proceeds 0n SAle OF @SSELS .......uvviiiiiiiieiiiiiieee ettt e e e et e e e e e e eeaarr e e e e e e e anraaeeas 7,230 3,264
Net cash used in INVESHNG ACHVITIES. ..ccuverrureirieeitieeriieerite et ettt ettt sttt e st e sbeeebeeeas (495,015) (232,250)
Financing activities
Payment of shareholder dividends ............ccoceerieiiiriiiniiinieniieee e (144,832) (131,309)
Proceeds from dividend reinvestment plans (NOte 18) ......c..ccoeeviiviiriiiriiiniieniiniieieeieneenens 36,648 37,389
TNEEIESE PAI.c...eenieiniieiiieiieeitet ettt ettt et sttt be ettt et sbte i (62,058) (19,803)
TNEETESE TECEIVEA .euvvieiiieiiieeieeiie ettt ettt et et e et e et e et e e tb e e sbeessbeeaaeessaeensnesnsseesneennns 850 466
Proceeds from exercise of StOCK OPLIONS ....c..covueeiiriiriinieniienceeecee e 5,942 1,169
Proceeds from long-term debt, net of debt discount and premium (note 14)..........ccccevenneee 358,595 764,173
Payment of debt issue and financing COSLS...........euriiiriiiiiiirieiiieeie ettt (7,072) (16,189)
Repayment of long-term debt (NOte 14) .....coouiiiiiiiiiiiiiiieeeee e - (678,098)
Repayment of credit fACIIITIES ......coveeruiiirieiiiieieeeeteee ettt (463,494) (156,385)
Proceeds from credit faCIliti€s.........cooeiiuiiieiiie it e e e 463,601 124,000
Repayment of finance lease Habilities .........cceevveriiiirieiiiiiieiiceeeeee e (563) (808)
Net proceeds on settlement of derivative financial instruments
not affecting operating activities (NOte 28) .....c..cevueruiriirierienienieeie ettt 582 8,723
Net cash provided by (used in) financing aCtivities ...........cecuereeriereerenrienieenienceneeieere e 188,199 (66,672)
Effect of exchange rate on cash and cash equivalents...................cccocceviiiiiiiiiniiiniin e, 5,317 3,447
Net increase in cash and cash equivalents .................c.coccoeiiiiiiiiiiiiniin e 34,729 36,156
Cash and cash equivalents — beginning of year ...............cc.cccoeeiiiiiiniiiiiiince e, 97,182 61,026
Cash and cash equivalents — end of Year................ccccocooviiiiiniiiiieciiceeeeee e $ 131,911 $ 97,182

See accompanying notes to the consolidated financial statements



Gibson Energy Inc.

Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

1

General Information

Gibson Energy Inc. (“Gibson” or the “Company”) was incorporated pursuant to the Business Corporations Act (Alberta). The
Company’s common shares are traded on the Toronto Stock Exchange under the symbol “GEI”.

Gibson is engaged in the movement, storage, blending, processing and marketing and distribution of crude oil, condensate,
natural gas liquids, water, oilfield waste and refined products. The Company also provides emulsion treating, water disposal,
oil-field waste management services and propane distribution. The Company is incorporated and domiciled in Canada. The
address of the Company’s principal place of business is 1700, 440 Second Avenue S.W., Calgary, Alberta, Canada.

Basis of preparation

These consolidated financial statements have been prepared in compliance with International Financial Reporting Standards
(“IFRS”) as set out in the Handbook of the Canadian Institute of Chartered Accountants and as issued by the International
Accounting Standards Board (“IASB”).

These consolidated financial statements were approved for issuance by the Company’s board of directors (“Board”) on
March 3, 2015.

These consolidated financial statements are presented in Canadian dollars, the Company’s functional currency, and all values
are rounded to the nearest thousands of dollars, except where indicated otherwise. All references to $ are to Canadian dollars
and references to U.S.$ are to United States dollars.

Summary of significant accounting policies

The significant accounting policies applied in the preparation of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years presented.

Basis of measurement

These consolidated financial statements have been prepared under the historical cost convention except for certain items that
are recorded at fair value as required by the respective accounting standards.

Basis of consolidation

These consolidated financial statements include the results of the Company and its subsidiaries together with its interest in
joint operations.

Subsidiaries are all entities over which the Company has control. The Company controls an entity when the Company is
exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to affect those returns
through its power over the entity. Subsidiaries are fully consolidated from the date on which control is transferred to the
Company and continue to be consolidated until the date control ceases. All intercompany transactions, balances, income and
expenses are eliminated on consolidation.

Joint arrangements are classified as either joint operations or joint ventures depending on the contractual rights and
obligations of each investor. The Company has assessed the nature of its joint arrangements and determined them to be joint
operations and accordingly, the Company has recognized its proportionate share of revenues, expenses, assets and liabilities
relating to these joint operations.



Gibson Energy Inc.

Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

Foreign currency translation

The financial statements for each of the Company’s subsidiaries and joint operations are prepared using their functional
currency. The functional currency is the currency of the primary economic environment in which an entity operates. The
presentation and functional currency of the parent company is Canadian dollars. Assets and liabilities of foreign operations
are translated into Canadian dollars at the market rates prevailing at the balance sheet date. Operating results are translated at
the average rates for the period. Exchange differences arising on the consolidation of the net assets of foreign operations are
recorded in other comprehensive income (loss).

Foreign currency transactions are translated into the functional currency using exchange rates prevailing at the transaction
date. Foreign exchange gains and losses resulting from the settlement of foreign currency transactions and from the
translation at period end exchange rates of monetary assets and liabilities denominated in currencies other than an entity’s
functional currency are recognized in the statement of operations.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method of accounting. The cost of an acquisition is measured
as the cash paid and the fair value of other assets given, equity instruments issued and liabilities incurred or assumed at the
date of exchange. For acquisitions achieved in stages, previously held equity interests in the acquired company are
remeasured at the acquisition date fair value and the resulting gain or loss is recognized in the statement of operations. Direct
costs incurred by the Company in connection with an acquisition, such as finder’s fees, advisors, legal, accounting, valuation
and other professional or consulting fees, are expensed as general and administrative expenses when incurred. The acquired
identifiable assets, liabilities and contingent liabilities are measured at their fair values at the date of acquisition. Any excess
of the cost of acquisition plus the amount of any non-controlling interest in the acquiree, and the acquisition date fair value of
the acquirer’s previously held equity interest, if any, over the net fair value of the identifiable assets, liabilities and contingent
liabilities acquired is recognized as goodwill. Any deficiency of the cost of acquisition below the fair values of the
identifiable net assets acquired is credited to the statement of operations in the period of acquisition.

Any contingent consideration to be transferred by the Company is recognised at fair value at the acquisition date. Subsequent
changes to the fair value of the contingent consideration that is deemed to be an asset or liability is recognised either in profit
or loss or as a change to other comprehensive income. Contingent consideration that is classified as equity is not re-
measured, and its subsequent settlement is accounted for within equity.

At the acquisition date, any goodwill acquired is allocated to each of the operating segments expected to benefit from the
combination’s synergies. Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.

Intangible assets

An intangible asset acquired as part of a business combination is measured at fair value at the date of acquisition and is
recognized separately from goodwill if the asset is separable or arises from contractual or other legal rights and its fair value
can be measured reliably. Intangible assets acquired separately from a business are carried initially at cost. The initial cost is
the aggregate amount paid and the fair value of any other consideration given to acquire the asset.

Intangible assets with a finite life are amortized on a straight-line basis over their expected useful lives as follows:

BIANAS ... ettt a ettt e a e e a e h e h et ne e saeesaeesaeeneenes
CUuStOmMET TEIAtIONSIIPS ...ttt et et et s e st e e e e s st e et e
Long-term customer contracts
INON-COMPELE AZTEEIMEIIES ... ..eeuteerutierureertteeteestteeteesbeeeteesabteeateesabeeaaseesabaeeaseesabaeeabeesabteenbeesabaeeseesabaeeseesbeeeseesnres
TECRNOIOZY ettt ettt s at e s bt e s bt et et ea bt eh e e s bt e bt e bt e st e e st e satesbeenbee bt et e eanesbnenbeent
SOTEWATE ...ttt sttt ettt sa e bt s he e a et e e e b s a e bt s a e bt ae s a e b b ea e e e b e enes
LICENSE QN PEITIIES ....eeuvieniientieitieitietteett ettt et et ettt st e et et et eeb e eebt e bt e bt esbeeaeesbee s bt e bt emeteateebaeeb e e bt enbeembeeabesatesbeenbeenaeenee

The expected useful lives and method of amortization of intangible assets are reviewed on an annual basis and, if necessary,
changes in expected useful life are accounted for prospectively.



Gibson Energy Inc.

Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

The carrying value of intangible assets is reviewed for impairment whenever events or changes in circumstances indicate
carrying value may not be recoverable.

Property, plant and equipment
Property, plant and equipment is stated at cost, less accumulated depreciation and accumulated impairment losses.

The initial cost of an asset comprises its purchase price or construction cost, any costs directly attributable to bringing the
asset into operation, the initial estimate of any decommissioning obligation, if any, and, for qualifying assets, borrowing
costs. The purchase price or construction cost is the aggregate amount paid and the fair value of any other consideration
given to acquire the asset.

Expenditure on major maintenance refits or repairs comprises the cost of replacement assets or parts of assets, inspection
costs and overhaul costs. Where an asset or part of an asset that was separately depreciated is replaced and it is probable that
future economic benefits associated with the item will flow to the Company, the expenditure is capitalized and the carrying
amount of the replaced asset is derecognized. Inspection costs associated with major maintenance programs are capitalized
and amortized over the period to the next inspection. All other maintenance costs are expensed as incurred.

Depreciation is charged so as to write off the cost of assets, other than assets that are work in progress, using the straight-line
method over their expected useful lives.

The useful lives of the Company’s property, plant and equipment are as follows:

BUIIAINES -ttt b bttt et s bt s bt e bt et e a bt e bt e e bt e bt e bt et e e st shtesb e e nhe e bt et e eateebtenbeens 10 — 20 years
EQUIPIMENIE ...ttt b e bbbttt st sb e e s bt e bt et ea bt eb b e ebtesbe e bt e bt e beeabesbtesbeenbeenbeenee 3 —20 years
ROINE STOCK .ttt ettt b e b ettt et s bt s bt e s bt e bt et e eat e ea b e ebae s bt e bt e bt eabeeabesbeesbeenbeenbeenee 5 —23 years
PIPELINES ... ettt et et e e st a ettt e h e h e h et et et s saee et eneenee 8 — 20 years
TANKS .. ettt et e e s a et et e eh e e h e bt ean e e n e sane et e sateaeenneeaneeanenanens 20 - 33 years
PIANT ¢ ettt et e e et a ettt e a e e h e a e b et e n e e saeesae e et eaeenes 7 - 125 years
DISPOSAL WEILS ...ttt ettt sttt ettt et e e s st esaeen e en e e e e sanens 15 — 25 years

The expected useful lives, method of depreciation and residual values of property, plant and equipment are reviewed on an
annual basis and, if necessary, changes are accounted for prospectively.

The carrying value of property, plant and equipment is reviewed for impairment whenever events or changes in
circumstances indicate the carrying value may not be recoverable.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected to
arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the item) is included in the statement of operations in the
period the item is derecognized.

Impairments

The Company carries out impairment reviews in respect of goodwill at least annually or if indicators of possible impairment
exist. The Company also assesses during each reporting period whether there have been any events or changes in
circumstances that indicate that property, plant and equipment and intangible assets may be impaired and an impairment
review is carried out whenever such an assessment indicates that the carrying amount may not be recoverable. Such
indicators include, but are not limited to changes in the Company’s business plans, changes in commodity prices leading to
lower activity levels, an increase in the discount rate and evidence of physical damage. For the purposes of impairment
testing, assets are grouped at the lowest levels for which there are separately identifiable cash inflows. Where impairment
exists, the asset is written down to its recoverable amount, which is the higher of the fair value less costs of disposal and its
value in use. Impairments are recognized immediately in the statement of operations.

The assessment for impairment entails comparing the carrying value of the asset or cash-generating unit with its recoverable
amount, that is, the higher of fair value less costs of disposal and value in use. Value in use is usually determined on the basis



Gibson Energy Inc.

Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

of discounted estimated future net cash flows. In determining fair value less costs of disposal, recent market transactions are
taken into account, if available. In the absence of such transactions, an appropriate valuation model is used.

An impairment loss in respect of goodwill is not reversible in the future. In respect of other assets, an impairment loss is
reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss is
reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amortization, if no impairment loss had been previously recognized.

Non-derivative financial instruments — recognition and measurement
Financial assets

Financial assets include cash and cash equivalents and trade and other receivables. The Company determines the
classification of its financial assets at initial recognition. Financial assets are recognized initially at fair value, normally being
the transaction price plus directly attributable transaction costs.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. Such assets are carried at amortized cost using the effective interest method if the time value of money is significant.
Gains and losses are recognized in the statement of operations when the loans and receivables are derecognized or impaired,
as well as through the use of the effective interest method. This category of financial assets includes cash and cash
equivalents and trade and other receivables.

A provision for impairment of trade receivables is established when there is objective evidence that the Company may not be
able to collect all amounts due according to the original terms of the receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default or delinquency in payments
(more than 30 days past the due date) are considered indicators that the trade receivable may be impaired. The amount of the
provision is the difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance
account, and the amount of the loss is recognized in the statement of operations. When a trade receivable is uncollectible, it is
written off against the allowance account for trade receivables.

Cash and cash equivalents comprise cash on hand and short-term deposit, highly liquid investments that are readily
convertible to known amounts of cash which are subject to insignificant risk of changes in value and maturity of three
months or less from the date of acquisition.

Financial liabilities

Financial liabilities classified as other liabilities include amounts borrowed under credit facilities, trade payables and accrued
charges, dividends payable and long-term debt. The Company determines the classification of its financial liabilities at initial
recognition. All financial liabilities are initially recognized at fair value. For interest-bearing loans and borrowings this is the
fair value of the proceeds received net of issue costs associated with the borrowing. After initial recognition, financial
liabilities are subsequently measured at amortized cost using the effective interest method. Amortized cost is calculated by
taking into account any issue costs, and any discount or premium on settlement. Gains and losses arising on the repurchase,
settlement or cancellation of liabilities are recognized in statement of operations.

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a legally enforceable
right to offset the recognised amounts and there is an intention to settle on a net basis or realise the asset and settle the
liability simultaneously.

Derivative financial instruments

Derivative financial instruments, used periodically by the Company to manage exposure to market risks relating to
commodity prices, interest rates and foreign currency exchange rates, are not designated as hedges. They are recorded at fair
value and recorded on the Company’s balance sheet as either an asset, when the fair value is positive, or a liability, when the
fair value is negative. Changes in fair value are recorded immediately in the statement of operations.
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Inventories

Inventories are carried at the lower of cost and net realizable value, with cost determined using a weighted average cost
method. Net realizable value is the estimated selling price less applicable selling expenses. If carrying value exceeds net
realizable amount, a write down is recognized. The write down may be reversed in a subsequent period if the circumstances
which caused it no longer exist.

Leases - lessee

A finance lease is a lease that transfers substantially all the risks and rewards of ownership of an asset to the lessee. Assets
acquired under finance leases are recorded in the balance sheet as property, plant and equipment at the lower of their fair
value and the present value of the minimum lease payments and depreciated over the shorter of their estimated useful life or
their lease terms. The corresponding rental obligations are included in other long-term liabilities as finance lease liabilities.
Interest incurred on finance leases is charged to the statement of operations on an accrual basis.

All other leases are operating leases, and the rental of these is charged to the statement of operations as incurred over the
lease term.

Leases - lessor

Contractual arrangements that transfer substantially all the risks and benefits of ownership of property to the lessee are
recorded as a net investment in a finance lease. The present value of minimum lease receivable under such arrangements are
recorded as an investment in finance lease and the finance income is recognized in a manner that produces a consistent rate
of return on the investment in the finance lease and is included in revenue.

Operating lease income is recognized in the statement of operations as it is earned over the lease term.
Provisions and contingencies

Provisions are recognized when the Company has a present obligation, legal or constructive, as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Where appropriate, the future cash flow estimates are adjusted to
reflect risks specific to the liability.

If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessments of the time value of money. Where discounting is used, the increase
in the provision due to the passage of time is recognized within finance costs.

A contingent liability is disclosed where the existence of an obligation will only be confirmed by future events or where the
amount of the obligation cannot be measured reliably and outflow of cash is less than remote. Contingent assets are not
recognized, but are disclosed when an inflow of economic benefits is probable.

Decommissioning

Liabilities for site restoration on the retirement of assets are recognized when the Company has an obligation to restore the
site, and when a reliable estimate of that liability can be made. An obligation may also crystallize during the period of
operation of a facility through a change in legislation or through a decision to terminate operations. The amount recognized is
the present value of the estimated future expenditure determined in accordance with local conditions and requirements. The
present value is determined by discounting the expenditures expected to be required to settle the obligation using a risk-free
discount rate. Actual expenditures incurred are charged against the accumulated liability.

A corresponding item of property, plant and equipment of an amount equivalent to the provision is also created. The amount
capitalized in property, plant and equipment is depreciated over the useful life of the related asset. Increases in the
decommissioning liabilities resulting from the passage of time are recognized as a finance cost in the consolidated statement
of operations. Other than the unwinding of the discount on the provision, any change in the present value of the estimated
expenditure is reflected as an adjustment to the provision and the corresponding item of property, plant and equipment.
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Environmental liabilities

Environmental liabilities are recognized when a remediation is probable and the associated costs can be reliably estimated.
Generally, the timing of recognition of these provisions coincides with the completion of a feasibility study or a commitment
to a formal plan of action. The amount recognized is the best estimate of the expenditure required. Where the liability will
not be settled for a number of years, the amount recognized is the present value of the estimated future expenditure using a
risk-free discount rate.

Employee benefits
Defined benefit pension plan and other post retirement benefits plan

The company maintains a funded defined benefit pension plan and an unfunded defined benefit other post-retirement benefits
plan (“OPRB”).

The liability recognised in the balance sheet in respect of defined benefit plans is the present value of the defined benefit
obligation at the end of the reporting period less the fair value of plan assets. The defined benefit obligation is calculated
annually by independent actuaries using the projected unit credit method. The present value of the defined benefit obligation
is determined by discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that are
denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating to the terms of
the related pension obligation.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited
to equity in other comprehensive income in the period in which they arise.

Past-service costs or credits are recognised immediately in statement of operations.
Defined contribution pension plans

The Company’s defined contribution plans are funded as specified in the plans and the pension expense is recorded as the
benefits are earned by employees and funded by the Company.

Share-based payments

The Company’s equity incentive plan allows for the granting of stock options, restricted share units with time (RSUs) and
performance share units (PSUs) with performance based vesting conditions and deferred share units (DSUs) that vest on the
date such employee redeems the DSUs after their cessation of employment with the Company.

The fair value of grants made under the employee share award plan is measured at the date of grant of the award. The
resulting cost, as adjusted for the expected and actual level of vesting of the awards, is expensed over the period in which the
awards vest.

At each balance sheet date before vesting, the cumulative expense is calculated, representing the extent to which the vesting
period has expired and management’s best estimate of the number of equity instruments that will ultimately vest.

The movement in the cumulative expense since the previous balance sheet date is recognized in the statement of operations
with a corresponding impact to contributed surplus.

The fair value of RSUs, PSUs and DSUs are equal to the Company five days weighted average share price at the date of
grant.

The fair value of options is measured by using the Black-Scholes model. The Black-Scholes option valuation model was
developed for use in estimating the fair value of traded options that have no vesting restrictions and are fully transferable and
it requires the input of highly subjective assumptions. Expected volatility of the stock is based on a combination of the
historical stock price of the Company and also of comparable companies in the industry. The expected term of options
represents the period of time that options granted are expected to be outstanding. The risk-free rate is based on the
Government of Canada’s Canadian Bond Yields with a remaining term equal to the expected life of the options used in the
Black-Scholes valuation model.

11
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Termination benefit

The Company recognizes termination benefits as an expense when it is demonstrably committed to either terminating the
employment of current employees according to a detailed formal plan without possibility of withdrawal, or providing
benefits as a result of an offer made to encourage voluntary termination.

Income taxes

Income tax expense represents the sum of the income tax currently payable and deferred income tax. Interest and penalties
relating to income tax are also included in income tax expense.

The income tax currently payable is based on the taxable income for the period. Taxable income differs from net income as
reported in the statement of operations because it excludes items of income or expense that are taxable or deductible in other
periods and it further excludes items that are never taxable or deductible. The Company’s liability for current income tax is
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred income tax is provided for using the liability method of accounting. Deferred income tax assets and liabilities are
determined based on differences between the financial reporting and income tax basis of assets and liabilities. These
differences are then measured using enacted or substantially enacted income tax rates and laws that will be in effect when
these differences are expected to reverse. The effect of a change in income tax rates on deferred tax assets and liabilities is
recognized in income in the period that the change occurs. Deferred income tax assets are recognized for tax loss carry-
forwards to the extent that the realization of the related tax benefit through future taxable profits is probable.

Revenue recognition

Product revenues associated with the sales of crude oil, diluent, natural gas liquids, asphalt, natural gas, wellsite fluids and
distillate owned by the Company are recognized when the risk of ownership passes to the customer and physical delivery
occurs, the price is fixed and collection is reasonably assured. Sales terms are generally FOB shipping point, in which case
the sales are recorded at the time of shipment, because this is when title and risk of loss are transferred. All payments
received before delivery are recorded as deferred revenue and are recognized as revenue when delivery occurs, assuming all
other criteria are met. Freight costs billed to customers are recorded as a component of revenue. Revenues from buy/sell
transactions whereby the Company acts as an agent are recorded on a net basis.

Revenue associated with the provision of services such as transportation, terminalling and environmental services are
recognized when the services are provided, the price is fixed and collection is reasonably assured. Revenue from pipeline
tariffs and fees are based on volumes and rates as the pipeline is being used. Long-term take-or-pay contracts, under which
shippers are obligated to pay fixed amounts ratably over the contract period regardless of volumes shipped, may contain
make-up rights. Make-up rights are earned by shippers when minimum volume commitments are not utilized during the
period but under certain circumstances can be used to offset overages in future periods, subject to expiry periods. The
Company recognizes revenues associated with make-up rights at the earlier of when the make-up volume is shipped, the
make-up right expires or when it is determined that the likelihood that the shipper will utilize the make-up right is remote.
Revenue from pipeline tariffs and fees are based on volumes and rates as the pipeline is being used. Revenue from equipment
rentals and non-refundable propane tank fees are recorded in deferred revenue and are recognized in revenue on a straight
line basis over the rental period, typically one year.

Excise taxes are reported gross within sales and other operating revenues and taxes other than income taxes, while other sales
and value-added taxes are recorded net in operating expenses.

Cost of sales

Cost of sales includes the cost of finished goods inventory (including depreciation, amortization and impairment charges),
processing costs, costs related to transportation, inventory write downs and reversals, and gains and losses on derivative
financial instruments relating to commodities.

Interest

Interest income and expense is recognized in the statement of operations using the effective interest method.

12



Gibson Energy Inc.

Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

Borrowing costs

General and specific borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that take a substantial period of time to get ready for their intended use or sale, are added to the cost of those
assets, until such time as the assets are substantially ready for their intended use or sale. All other borrowing costs are
recognized in the statement of operations in the period in which they are incurred.

Share capital

Common and preferred shares are classified as equity. Incremental costs directly attributable to the issuance of shares are
recognized as a deduction from equity.

Per share amounts

Basic per share amounts are calculated using the weighted average number of shares outstanding during the year. Diluted per
share amounts are calculated giving effect to the potential dilution that would occur if stock options and other equity awards
were exercised or converted into common shares.

Dividends
Dividends on common shares are recognized in the period in which the dividends are approved by the Board.
Segmental reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision
maker. The chief operating decision maker, who is responsible for resource allocation and assessing performance of the
operating segments, has been identified as the President and Chief Executive Officer.

Critical accounting estimates and judgements

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It
also requires management to exercise its judgement in the process of applying the Company’s accounting policies. Estimates
and judgements are continually evaluated and are based on historical experience and other factors, including expectations of
future events that are believed to be reasonable under the circumstances.

Critical accounting estimates and assumptions

The preparation of financial statements requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities as well as the disclosure of contingent assets and liabilities at the balance sheet date and the
reported amounts of revenues and expenses during the reporting period. Actual outcomes could differ from those estimates.
The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are addressed below.

Fair value of assets and liabilities acquired in a business combination

In conjunction with each business combination, the Company must allocate the cost of the acquired entity to the assets and
liabilities assumed based on their estimated fair values at the date of acquisition. Determining the fair value of assets and
liabilities acquired, as well as intangible assets that relate to such items as customer relationships, brands and contracts
involves professional judgment and is ultimately based on acquisition models and management’s assessment of the value of
the assets and liabilities acquired and, to the extent available, third party assessments. Uncertainties associated with these
estimates include changes in production volumes, changes in commodity prices, fluctuations in capacity or product slates,
economic obsolescence factors in the area and potential future sources of cash flow. During the measurement period, the fair
value of assets acquired and liabilities assumed may be adjusted when the initial accounting for business combination is
recorded based on provisional amounts. Although the resolution of these uncertainties has not historically had a material
impact on the Company’s results of operations or financial condition, the actual amounts may vary significantly from
estimated amounts. Any excess of the cost of acquisition over the net fair value of the identifiable assets acquired is
recognized as goodwill.

13



Gibson Energy Inc.

Notes to Consolidated Financial Statements

(tabular amounts in thousands of Canadian dollars, except where noted)

Impairment assessment of non-financial assets

The Company tests annually whether goodwill of an operating segment has suffered any impairment, in accordance with the
Company’s accounting policy. The recoverable amounts of the operating segments are determined based on fair value less
costs of disposal calculations which requires the use of estimates. The Company also assesses at least annually whether there
have been any events or changes in circumstances that indicate that property, plant and equipment and other intangible assets
may be impaired and an impairment review is carried out whenever such an assessment indicates that the carrying amount
may not be recoverable.

In the impairment analysis of the Company’s assets, some of the key assumptions used in estimating future cash flows
include revenue growth, future commodity prices, expected margin, expected sales volumes, cost structures and the outlook
of market supply and demand conditions appropriate to the local circumstances and environment. These assumptions and
estimates are uncertain and are subject to change as new information becomes available. Changes in economic conditions can
also affect the rate used to discount future cash flow estimates.

Income taxes

The Company is subject to income taxes in Canada and the United States of America. Tax provisions are recognized when it
is considered probable that there will be a future outflow of funds to a taxing authority. In such cases, provision is made for
the amount that is expected to be settled, where this can be reasonably estimated. This requires management to make some
assumptions as to the ultimate outcome, which can change over time depending on facts and circumstances. A change in
estimate of the likelihood of a future outflow and/or in the expected amount to be settled would be recognized in statement of
operations in the period in which the change occurs.

Fair value of derivatives financial instruments

The Company reflects the fair value of derivative financial instruments based on valuation information from third parties.
The calculation of the fair value of certain of these instruments is based on proprietary models and assumptions of third
parties because such instruments are not quoted on an active market. Additionally, estimates of fair value may vary among
different models due to a difference in assumptions applied, such as the estimate of prevailing market prices, volatility,
correlations and other factors, and may not be reflective of the price at which they can be settled due to the lack of a liquid
market. As a result of changes in key assumptions, the actual amounts may vary significantly from estimated amounts.

Provisions

Accruals for decommissioning and environmental remediation are recorded when it is considered probable and the costs can
be reasonably estimated. A number of factors affect the cost of environmental remediation, including the determination of the
extent of contamination, the length of time remediation may require, the complexity of environmental regulations and the
advancement of technology. Considering these factors, the Company has estimated the costs of remediation, which will be
incurred in future years. The Company believes the provisions made for environmental matters are adequate, however it is
reasonably possible that actual costs may differ from the estimated accrual, if the selected methods of remediation do not
adequately reduce the contaminates and further remedial action is required. The Company uses third-party environmental
evaluators, where possible, to obtain the estimates of decommissioning and environmental provision.

Critical judgements in applying the Company’s accounting policies
Identification of cash-generating unit (“CGU”)

For the purposes of impairment testing, assets are grouped at the lowest levels of integrated assets that generate identifiable
cash inflows that are largely independent of the cash inflows of other assets or groups of assets, termed as a CGU. The
allocation of assets into a CGU requires significant judgment and interpretations with respect to the integration between
assets, the existence of active markets, similar exposure to market risks, shared infrastructures and the way in which
management monitors the operations.
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Investment in finance leases

In determining whether certain of the Company’s long-term tank storage arrangements are, or contain, a lease, the Company
must use judgement in assessing whether the fulfilment of the arrangement is dependent on the use of a specific asset and the
arrangement conveys the right to use the assets. For those arrangements considered to be a lease, further judgement is
required to determine whether substantially all of the significant risks and rewards of ownership are transferred to the
customer or remain with the Company, to appropriately account for the arrangement as a finance or operating lease. These
judgements can be significant as to how the Company classifies amounts related to the arrangements as property, plant and
equipment or net investment in finance lease on the balance sheet. The Company has determined, based on the terms and
conditions of these arrangements, that the substantial risks and rewards to the ownership of certain storage tanks have been
transferred to the customer, and accordingly, these storage tanks have been recognized as an investment in finance lease.

Current and deferred taxation

The computation of the Company’s income tax expense involves the interpretation of applicable tax laws and regulations in
many jurisdictions. The resolution of tax positions taken by the Company can take significant time to complete and in some
cases it is difficult to predict the ultimate outcome. In addition, the Company has carry-forward tax losses in certain taxing
jurisdictions that are available to offset against future taxable profit. This involves an assessment of when those deferred tax
assets are likely to be realized, and a judgment as to whether or not there will be sufficient taxable profits available to offset
the tax assets when they do reverse. This requires assumptions regarding future profitability and is therefore inherently
uncertain. To the extent assumptions regarding future profitability change, there can be an increase or decrease in the
amounts recognized in respect of deferred tax assets as well as in the amounts recognized in statement of operations in the
period in which the change occurs. However, deferred income tax assets are recognized only to the extent that it is probable
that taxable profit will be available against which the unused tax losses can be utilized. To the extent that actual outcomes
differ from management’s estimates, income tax charges or credits may arise in future periods.

Change in the terms of the credit agreement

The Company incurs costs on the refinancing, replacement and re-pricing of its long-term debt and credit facilities. The
treatment of such costs is dependent on the assessment of whether the refinancing, replacement or re-pricing was an
extinguishment or a modification of the original loan. In the case of an extinguishment, the costs incurred are charged to
statements of operations whereas in the case of a modification, the costs are capitalized as a part of the existing carrying
amount of the loan and amortized to statement of operations over the term of the loan using effective interest method. When
the terms and conditions of a refinancing, replacement and re-pricing are substantially different, it is generally considered an
extinguishment. The assessment requires the exercise of significant judgement involving comparing qualitative and
quantitative factors of the credit agreement before and after the refinancing, replacement or re-pricing.

4  Changes in accounting policies and disclosures
New and amended standards adopted by the Company

The Company adopted the following new and revised standards, along with any consequential amendments. These changes
were made in accordance with applicable transitional provisions.

e IAS 32, Financial Instruments, Presentation (‘‘IAS 32°") has been amended to clarify the requirements for offsetting
financial assets and liabilities. The amendment clarifies that the right to offset must be available on the current date and
cannot be contingent on a future event. The Company adopted these amendments on January 1, 2014 which did not
result in any material impact on the consolidated financial statements.

e JFRIC 21, Accounting for Levies imposed by governments (‘ IFRIC 21°") was issued which clarifies that the obligating
event giving rise to a liability to pay a levy is the activity described in the relevant legislation that triggers payment of
the levy. The Company adopted IFRIC 21 on January 1, 2014 which did not result in any material impact on the
consolidated financial statements.

e JFRS 2, Share based payments has been amended to clarify the definition of vesting conditions. The amendment
clarifies that the vesting condition is either a service or performance condition and separately defines these two
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conditions. The Company adopted these amendments on July 1, 2014 which did not result in any material impact on the
consolidated financial statements.

IFRS 3, Business combinations has been amended to clarify that an obligation to pay contingent consideration which
meets the definition of a financial instrument is classified as a financial liability or as equity, on the basis of the
definitions in IAS 32. The standard is further amended to clarify that all non-equity contingent consideration, both
financial and non-financial, is measured at fair value at each reporting date, with changes in fair value recognized in
profit and loss. The Company adopted these amendments on July 1, 2014 which did not result in any impact on the
consolidated financial statements.

New standards and interpretations issued but not yet adopted

The following provides information requiring new standards and interpretations that have been issued but not yet adopted by
the Company:

The annual improvements process addresses issues in the 2012-2014 reporting cycles including changes to IFRS 5,
Non-current assets held for sale and discontinued operations, IFRS 7, Financial instruments: Disclosures, IAS 19,
Employee benefits, and IAS 34, Interim financial reporting. These improvements are effective for periods beginning on
or after January 1, 2016. The Company is currently evaluating the impact of adopting these improvements on its
consolidated financial statements.

The annual improvements process addresses issues in the 2010-2012 and 2011-2013 reporting cycles including changes
to IFRS 13, Fair value measurements, IFRS 8, Operating segments and IAS 24, Related party transactions. These
improvements are effective for annual periods beginning on or after July 1, 2014. The impact of adopting these
improvements will not have a material impact on the consolidated financial statements.

IAS 1, Presentation of financial statements (“IAS 17), has been amended to clarify the guidance on materiality and
aggregation, the presentation of subtotals, the structure of financial statements and the disclosure of accounting policies.
The amendment to IAS 1 is effective for annual periods beginning on or after January 1, 2016. The Company is
currently evaluating the impact of adopting these improvements on its consolidated financial statements.

IAS 16, Property Plant and Equipment (“IAS 16”), and IAS 38, Intangible Assets (“IAS 38”), has been amended to (i)
clarify that the use of a revenue-based depreciation and amortization method is not appropriate, and (ii) provide a
rebuttable presumption that amortisation of an intangible asset based on revenue generated by using the asset is
inappropriate. The amendments to IAS 16 and IAS 38 are effective for annual periods beginning on or after January 1,
2016. The Company is currently evaluating the impact of adopting these amendments on its consolidated financial
statements.

IAS 19, Employee benefits (“IAS 197), has been amended to clarify the application of requirements to plans that require
employees or third parties to contribute toward the cost of the benefits. The amendment to IAS 19 is effective for
annual periods beginning on or after July 1, 2014. The impact of adopting this amendment will not have a material
impact on the consolidated financial statements.

The TASB completed the final element of its comprehensive publication of IFRS 9 Financial Instruments in July 2014.
The package of improvements introduced by IFRS 9 includes a logical model for classification and measurement, a
single, forward-looking ‘expected loss’ impairment model and a substantially-reformed approach to hedge accounting.
The TASB has previously published versions of IFRS 9 that introduced new classification and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013). The July 2014 publication represents the
final version of the Standard, replaces earlier versions of IFRS 9 and completes the IASB’s project to replace IAS 39
Financial Instruments: Recognition and Measurement. IFRS 9 is effective for annual periods beginning on or after 1
January 2018. The Company is currently evaluating the impact of adopting this standard on its consolidated financial
statements.

IFRS 10, Consolidated financial statements (“IFRS 10”), and IAS 28, Investments in associates and joint ventures
(“IAS 28”), has been amended to address an inconsistency between IFRS 10 and IAS 28 in regards to a sale or
contribution of assets between an investor and its associate or joint venture. The main consequence of the amendments
is that a full gain or loss is recognized when the transaction involves a business combination, and whereas a partial gain
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is recognized when the transaction involves the assets that do not constitute a business. Additionally, the amendments
clarify the exception from preparing consolidated financial statements, the consolidation requirements for subsidiaries
which act as an extension of an investment entity, and the requirements for equity accounting for investments in
associates and joint ventures. The amendments to IFRS 10 and IAS 28 are effective for annual periods beginning on or
after January 1, 2016. The Company is currently evaluating the impact of adopting these amendments on its
consolidated financial statements.

e IFRS 11, Accounting for acquisitions of interests in joint operations (“IFRS 11”), has been amended to provide specific
guidance on accounting for the acquisition of an interest in a joint operation that is a business. The amendment to IFRS
11 is effective for annual periods beginning on or after January 1, 2016. The Company is currently evaluating the
impact of adopting these amendments on its consolidated financial statements.

e JFRS 15, Revenue from contracts with customers (“IFRS 157), has been issued as a new standard on revenue
recognition and will supersede IAS 18, Revenue, IAS 11, Construction Contracts and related interpretations. IFRS 15 is
effective for annual periods beginning on or after January 1, 2017. The Company is currently evaluating the impact of
adopting this standard on its consolidated financial statements.

5 Business combinations

Cal-Gas Inc. (“Cal-Gas”)

On August 1, 2014, the Company acquired all of the issued and outstanding common shares of Cal-Gas for total cash
consideration of $96.4 million, including final closing adjustments. Cal-Gas is a provider of propane and related equipment,
service and delivery to commercial, industrial and residential customers in Western Canada and Northwestern Ontario.

The following table summarizes the fair value of assets acquired and liabilities assumed at the acquisition date:

Fair Value
Trade and Other TECEIVADIES .......ooooviiiiiieeeeee e $ 11,314
) FINTS 1100 & (= TR 1,457
Prepaid and OthEr @SSELS ......cc.eeruiiriiiiiiierieeieee ettt ettt st ettt ettt eat e s bt e bt e bt et et saeesbeesbeeteeateean 331
Property, plant and EQUIPINENL .......c.c.eitiitiiriiiiieieeteeit ettt ettt ettt et eatesbte s bt e bt ebesaeesaeesbeenbeenbeenteeas 64,401
GOOAWIIL™Y ..ot 29,152
TNEANGIDIE ASSELS P ...ttt 7,534
Other I0NZ-TEITN ASSELS ....e.vveiieiieieiie ettt ettt ettt ettt s e st e st ess e se e et e eas e st e e bt e seeaneeanesanesaeeneenneennens 105
Trade payables and accrued ChArZes ..........coiioiiiiiiiiiiieiee e s s (10,957)
DELEITEA TEVEIUE......uveieiiiiieeiiieee ettt e e e e eeec et e e e e e eeettaeeeeeeeeestbaaeeaeeeeesassesseeeeeeeaansaraeeeeeesennssrreeeens (442)
5 (01 F 107 1 U RRN 90)
Deferred inCome tax HADIIIIES ......cceecuiiiieeiiieeeiiieeciee et et e e et e e e et eessbeeeesssbeeeessseeessseaeesssseeeansaeesssseeeans (6,420)
INEE ASSELS ACGUITEA ....euveuienteitete ettt sttt ettt a et bbbt ea et et e b st e bt sbeeb e e st et et e st e s bt suesbeeueensennens $ 96,385

(1) The goodwill arising on the acquisition is not deductible for tax purposes.
(2) Consists of customer relationships of $5.1 million and non-compete agreements of $2.4 million.

Acquisition-related costs of $0.3 million have been charged to general and administrative expenses in the consolidated
statement of operations for the year ended December 31, 2014.

The goodwill arising from the acquisition is attributable to the expected synergies with the Company’s existing propane
operations within the Propane and NGL Marketing and Distribution segment. The goodwill for this acquisition is allocated to
the Propane and NGL Marketing and Distribution segment.

The fair value of trade receivables is $11.3 million, which approximates its gross contractual amount.
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Stittco Energy Limited (“Stittco”)

On April 1, 2014, the Company acquired all of the issued and outstanding common shares of Stittco for total cash
consideration of $32.1 million including final closing adjustments. Stittco is a provider of propane and related equipment,
service and delivery to commercial, industrial and residential customers in northern Manitoba and the Northwest Territories.

The following table summarizes the fair value of assets acquired and liabilities assumed at the acquisition date:

Fair Value

Trade and Other TECEIVADIES .......ooooviiiiiieeeeee e $ 12,818
) FINTS 1100 & (= T TR 4,922
Prepaid and OthEr @SSELS ......cc.eiriiiiiiiiiienieeeete ettt ettt et e bt ettt eate s bt e bt e bt e bt et satesbeesbeebeenteean 253
Property, plant and EQUIPIMENL .......c.cueiiiriiriieiieieeieet ettt sttt ettt ettt e s bt e bt e bt ebesatesbeesbeenbeenbeeateeas 15,653
GOOAWIIL™Y oottt 4,837
TNEANGIDIE ASSELS P .......oovoeeoeeee et 5,660
Trade payables and accrued ChArZES ..........coiiiiiiiiiiiiiee et ae e (4,068)
INCOME tAXES PAYADIE .....couiiniiiiiiiie ittt et ettt e s st neeneeaneeas (1,270)
OhEr THADIIIEIES . ....eveveeieeiietetete ettt st ettt et e be st besae bt e st et et e st e bt suesbeeaeennennens (2,007)
5 (01 E 101 1 PP (734)
Deferred inCome tax HADILILIES ........cccouviiieiiiieieiiee ettt ettt e ettt e e ettt eeeetreeeetaeeeeetseeeeeassesesssseeeaseeaans (4,009)
INEL ASSELS ACQUITEM.....vevvevieiretieiitetieieteteet ettt ettt ete st b eteseebeteseesesesseseseseesesase s et ese s esesseseseseesesessesesesssesessesesens $ 32,055

(1) The goodwill arising on the acquisition is not deductible for tax purposes.
(2) Consists of customer relationships of $5.4 million, and non-compete agreements of $0.3 million.

Acquisition-related costs of $0.2 million have been charged to general and administrative expenses in the consolidated
statement of operations for the year ended December 31, 2014.

The goodwill arising from the acquisition is attributable to the expected synergies with the Company’s existing propane
operations within the Propane and NGL Marketing and Distribution segment. The goodwill for this acquisition is allocated to
the Propane and NGL Marketing and Distribution segment.

The fair value of trade receivables is $12.8 million, which approximates its gross contractual amount.
Additional Information

If the Cal-Gas and Stittco acquisitions had occurred on January 1, 2014, the Company estimates that it would have reported
combined revenue of $8,671.7 million and net income before income taxes of $129.2 million for the year ended December
31, 2014. From the date of the acquisitions to December 31, 2014, the acquisitions contributed revenue of $61.8 million and
income before tax of $3.1 million.

6 Trade and other receivables

December 31,

2014 2013
TTAAE TECEIVADIES ....vveeeeeeeeeeeeee ettt e e e e e e e et eeeeesesssaateeeeeseessareeeeessessnnnees $ 599,546 $ 583,068
Allowance for doubtful aCCOUNLS ...........ccoeiiiiiiiiiiiieiee et e (4,678) (4,092)
Trade reCeIVADIES — NEL ..ccovivieiiieieieee e 594,868 578,976
Risk management assets (NOTE 28) .....cooueriirieriiniiriiieiinieniteieeiceie et sttt 18,702 1,120
Deposits held as collateral...........oooooiiiiriiiiiniiiiiieieeeeee e 898 1,145
BroKer acCOUNtS TECEIVADIE ...........coieiiuiiiiieieeeeciieeeee ettt e e ctare e e e e e eeannaes 4,554 1,326
Indirect taxes reCEIVADIE..........uviiiiiiieiiiiee et 15,377 5,967
(11113 SRRSO 6,884 4,316

$ 641,283 $ 592,850
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Allowance for doubtful accounts

Year ended
December 31,

2014 2013
OPENING DAANCE . ...c..coveiuieiiiiirtiierieeitetctet ettt sttt ettt en e $ 4,092 $ 4,603
Additional AllOWAINCES........cccuvviieeieeeeeitieee et e et e e e eee e e e e e e eeerrreeeeeeeeeannees 1,708 1,291
Receivables written off as uncollectible............cceeeeeiiieerciiii e (1,191) (1,866)
RECOVEIIES ...ttt ettt e et e e e ete e e e eta e e e etreeeeateeeesateeeeetseeeenns (73) (28)
Effect of changes in foreign eXchange rates..........cooeevevneniiiiiineenieenieiceieeceeeeeeen 142 92
ClOSING DALANCE .....vvieivevieiieiiieietite ettt ettt ettt se e b e st bessesebese s ebesessesesessesesenna $ 4,678 $ 4,092
Inventories
December 31,
2014 2013
(54116 (S0 | SRS $ 68,883 $ 77,610
DIIUETIE 1.evieiiieeieeetee ettt e et e st e et eesabeeesbeesabeeenbeesnbeesnseessbaeesseesnsaesnseesnsaeenseens 2,889 3,561
ASPRALT ...ttt ettt sttt ettt 15,922 14,638
Natural gas TIQUIAS ......oocvieiiiiiieieec e et 41,230 34,749
Wellsite fluids and diSHIIALE ...........ccoeiuriiieiiieeiiieeee e e e e e e eaannes 11,727 13,003
Spare parts and OtheT..........ccoiiiiiiiiiiiiiieeee et 14,286 12,858
$ 154,937 $ 156,419

The cost of the inventory sold included in cost of sales was $7,149.1 million and $5,631.0 million for the year ended
December 31, 2014 and 2013, respectively.

Net investment in finance leases

The following summarizes the Company’s net investment in arrangements whereby the Company has entered into fixed term
contractual arrangements to allow customers to have dedicated use of certain tanks owned by the Company. These
arrangements are accounted for as finance leases:

December 31,

2014 2013
Total minimum lease payments reCeivable ...........ccuiviereririniiieeeeeee e $ 353,392 $ 363,742
RESIAUAL VALUE .......oiiviiieiiiieiicieeiieetestt ettt sttt et et e e ebessaeste e beebeessessaessnesseesseensenns 35,858 35,182
UNEArNEd INCOIME ....cuvviiieeiiiie et eeeie e et e e ettt e e ettt e e eeteeeeetbeeeetaeeeeearseeeetreseesseesenareeaans (293,955) (304,923)
95,295 94,001
LeSS: CUTENE POTTION «..evvieiieniieniieitieiie ettt ettt sttt ettt et ebte s bt e b e b ebeemaesaeesae 908 765
Net investment in finance lease : nON-CUrrent POrtion..........ccceeereeeeierienienenereeeeeeenns $ 94,387 $ 93,236
The minimum lease receivables are expected to be as follows:
20 L5 ettt et e e te et et e e b e e bt e s b e et b e et b e tt e bt e be e b e eraeerteerteeate bt enbeesbeesbeetseetaeteenreerseeraearaenres $ 23,548
2010 ottt ettt ettt e et et eete et eete e bt e bt es b e et b e et b e ht e bt e te e b e enbeerteerteeate bt enbeesbeesbeesse st ebe e raenseenseeneenres 23,548
2007 ettt e b ettt et e et e e bt e bt ea b e et b e et b e ta e bt e be e b e erbeeraeereeeht e beenbeesbeesbeetbeetaereenreenbeeraeaneenres 23,548
2018 ittt ettt ettt et e e e be e aeete et et e e bt e bt et e et b e et a et ae bt e beenbeerbeerteerteeht e bt enbeesbeesbeetseeta e reentaenseerseenaenres 23,548
2009 ottt et e et eere e bt e bt ea b e et b e et b e att e bt e bt e b e erbeeraeerteeat e beenbeerbeetbeetee st ete e raenseenseaneenres 23,548
2020 ANA LALET....ccooeieieeeeeeeeeeeeeee e 235,652
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9 Property, plant and equipment

Plant,
Pipelines Equipment &
Land & and Rolling Disposal Work in
Buildings  Connections Tanks Stock wells Progress Total

Cost:
At January 1, 2014 .........cceenneee. $113,292 $ 128,360 $ 266,947 $ 400,671 $ 524,655 $ 86,464 $ 1,520,389
Additions.......cccoeeeeevieeeeiieeeenee. 25,535 3,971 9,155 38,438 50,454 263,717 391,270
Disposals......cceeceeeereenienieeeee (22) - (798)  (11,670) (2,050) - (14,540)
Acquisitions through business

combinations (note 5)................ 13,150 - 53,879 8,016 5,009 - 80,054
Transfer to net investment in

finance leases (note 8)............... - - (2,026) - - - (2,026)
Reclassifications ........cccoeeeeeeennnn. 6,510 517 85,557 2,967 54,629  (150,180) -
Change in decommissioning

provision (note 16) ........cc..ce...... - 4,586 16,225 - 23,828 - 44,639
Effect of movements in

exchange rates........c.ccoeverueennene 1,166 - 1,214 16,071 11,900 399 30,750
At December 31, 2014 ................ $ 159,631 $ 137,434 $ 430,153 $ 454,493 $ 668,425 $200,400 $ 2,050,536
Accumulated depreciation and

impairment:

At January 1, 2014 ..o $ 20,706 $ 43,579 $ 58,377 $ 132,214 $ 145,657 §$ - $ 400,533
Depreciation..........cceeveveereeenennne. 4,832 9,073 19,494 54,781 66,754 - 154,934
Disposals......ccceecveeeenienierieeeee (22) - (244) (8,605) (1,252) - (10,123)
Effect of movements in

exchange rates .......cocceevveeneenns 83 - 584 6,234 3,722 - 10,623
At December 31, 2014 ................ $ 25,599 $ 52,652 $ 78211 $ 184,624 $ 214,881 $ - $ 555967
Carrying amounts:
AtJanuary 1, 2014 ..o $ 92,586 $ 84,781 $ 208,570 $ 268,457 $ 378,998 $ 86,464 $ 1,119,856
At December 31, 2014 ................ 134,032 84,782 351,942 269,869 453,544 200,400 1,494,569
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Plant,
Pipelines Equipment &
Land & and Rolling Disposal Work in
Buildings connections Tanks Stock wells Progress Total

Cost:
At January 1, 2013 .....coeeeenenne. $ 94,698 $ 133,706 $ 266,925 $ 337,260 $ 439,645 $ 36,741 $ 1,308,975
AdditionsS.......coeeveerveenieenieenieenns 11,627 191 8,474 57,501 17,906 142,762 238,461
Disposals.....ccceecverieneeneencneenne - - (199) (6,844) (2,464) - (9,507)
Transfer to net investment in

finance leases (note 8)............... - - (15,905) - - - (15,905)
Reclassifications ...............cceuuueee 6,109 (1,984) 15,722 5,132 68,289 (93,268) -
Change in decommissioning

provision (note 16) .......c...cc....... - (3,553) (8,844) - (8,183) - (20,580)
Effect of movements in

exchange rates .......ccocceveevueennenne 858 - 774 7,622 9,462 229 18,945
At December 31, 2013 ................ $ 113,292 $128,360 $ 266,947 $ 400,671 $ 524,655 $ 86,464 $ 1,520,389
Accumulated depreciation and

impairment:

At January 1, 2013 .....coeeenenne. $ 15,849 $ 34477 $ 42,998 $ 88981 $ 87,886 $ - $ 270,191
Depreciation........coceeeeveenennenne 4,829 9,102 15,285 46,160 58,478 - 133,854
Disposals.....ccceecverieneeneeneneenne - - (83) (5,396) (1,696) - (7,175)
Effect of movements in

exchange rates .......ccocceveeveeennenne 28 - 177 2,469 989 - 3,663
At December 31, 2013 ................ $ 20,706 $ 43,579 $ 58,377 $ 132,214 $ 145,657 $ - $ 400,533
Carrying amounts:
AtJanuary 1, 2013 .....ccoienennen. $ 78,849 $ 99,229 $§ 223,927 $ 248,279 $ 351,759 $ 36,741 $ 1,038,784
At December 31, 2013 ................. 92,586 84,781 208,570 268,457 378,998 86,464 1,119,856

Additions to property, plant and equipment includes capitalization of interest of $7.2 million and $2.9 million for the year
ended December 31, 2014 and 2013, respectively.

At December 31, 2014 and 2013, the carrying value includes $0.6 million and $2.3 million of assets capitalized under finance
lease, respectively.
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10 Long-term prepaid expenses and other assets

December 31,

2014 2013
Risk management assets (NOLE 28) .......cuevieruierienieiieieeie ettt ettt ens $ 34,855 $ 15,646
Long-term prepaid XPEISES .......cceevververeeruieruierieiiereneeseesreesreeneeneseesaeesseeneeneens 371 442
Defined benefit plan asSets.........coccveviiiiiiiiinienieiieiieeeeeereee e 989 1,058
ONET @SSELS ..veeeiieeeiiiieeeeeeeeecite e e e e e eectreeeeeeeeetttreeeeeeeeeeabaeeeeeeeeesistraeeeeeeeeanrrsreeeeeeaes 3,563 2,494

$ 39,778 $ 19,640
11 Income tax
The major components of income tax are as follows:
Year ended
December 31,

2014 2013
Current tax provision
Current tax on inCOmMe fOr the YEar..........cceviririeieieieeeese et $ 48,274 $ 51,339
Adjustments in 1eSPECt Of PIIOT YEATS.....c.uerueerueeriiriirteniienieenteenteeteeteseesieesieenieereeas 275 735
Total current tax ProviSion ...............ccccoviiiiiiiiiiiieieeeceese e 48,549 52,074
DEferred taX TECOVETY..c..uiruiiriieiieieeieete sttt ettt sttt ettt et st s e e et et et (12,886) (10,848)
Origination and reversal of temporary differences.........cccceevceeeiieeniieiniiiniennieeneenne (75) (4,321)
Total deferred taX FECOVETY.........cccvriiiiierieiieieie ettt ettt ete et st eee e e (12,961) (15,169)
INCOME tAX PIrOVISION . ..euiieuietieiieteeteeteeteseee et eteeteenteeseesseeseesseenseensesneesneesseenseenseens $ 35,588 $ 36,905

The income tax provision differs from the amounts which would be obtained by applying the Canadian statutory income tax

rate to income before income taxes. These differences result from the following items:

Year ended
December 31,

2014 2013

INCOME DEFOIE INCOME LAXES...coeieeeieieieeeeeeeee e $ 127,529 $ 140,721

StatutOry INCOME tAX TALE ..eeveeureeurieirentrentieteeieeteetesttesteente et estesatesbeesbeesbeenbeesnesaeeseee 25.3% 25.2%

Computed iNCOME taX PrOVISION ...eeuveruiiriierieiniieiieteeitenitesieenie et e et et seesiee e enie et eas 32,265 35,462

Increase (decrease) in income tax resulting from:

Foreign exchange loss on long-term debt, Net.........cccccevueriirieneininnienienieneeens 4,646 4,026

Foreign exchange 108S, Other........ccc.eoviiiiiiriinienieiiicccte et 4,704 2,995

NON-dedUCtIDIE EXPEINSES .....eeveeiiiniieiieiiiniieniienieeteete ettt ettt niees 484 1,568

Stock based COMPENSAION ......eeeviiriierieeiiieeiee ettt ettt e s e e 3,533 2,091
Non-taxable diVIAENndS ...........cccuveieeiiiiieeee e (12,014) (11,159)

Rate differential on fOreign taXes........coecveeerierienieieeie e 2,173 3,078
Other, including revisions in previous tax estimates and rate reductions ............ (203) (1,156)

$ 35,588 $ 36,905

Effective INCOME tAX TALE ...cc.vveieeiiieeieiiieeeeieeeeeiiee et e e e et eeeeaae e e eeateeeeetreeeeasseeeeaneeas 27.9% 26.2%

(@115 (31| AR 48,549 52,074
| DS {36 (=T SR (12,961) (15,169)

$ 35,588 $ 36,905

The increase in the statutory rate was due to higher local income tax rates in Canada in the current year.

The income tax provision relating to actuarial gains and losses on post-employment benefit obligation recognized in other
comprehensive income was $0.2 million and $0.4 million for the year ended December 31, 2014, and 2013.
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The analysis of deferred tax assets and deferred tax liabilities is as follows:

December 31,

2014 2013
Deferred tax assets:
Deferred tax asset to be settled after more than 12 months................coeeevveeeeeeennn. $ 1,532 $ 4,487
Deferred tax asset to be settled within 12 months..............ccoeeeeiviiieeiieniiiiieeeee e, 2,000 3,700
3,532 8,187
Deferred tax liabilities:
Deferred tax liability to be settled after more than 12 months.........cc.cccoeveennennnee. 172,851 184,605
Deferred tax liability to be settled within 12 months........ccccceevveenieinieinieeniennee. 18,500 9,500
191,351 194,105
Deferred tax labilities (ML) .....cveeevieriieirieriieeie et et e sereesereeseaeesereesereeenas $ 187,819 $ 185918
The gross movement on the deferred income tax account is as follows:
Year ended
December 31,
2014 2013
OPENING DAANCE.......ccveeuieitiiiiiieiteeietet ettt ettt sttt $ 1850918 $ 197,056
Effect of changes in foreign exchange rates..........coccceveeveeriieieiiicnieneenieieeeeeeeeeeeen 4,609 3,644
Recognized on business combinations (NOE 5) ....c...eevveeriierieiniieniieenieenieeneeeseeeaees 10,429 -
Income Statement (TECOVETY) ..cevurrerurernuirerieeniteenteeniteesteesiteesbe e sttt esareesaeeesareesaeeesareennees (12,961) (15,169)
Tax (credit) charge relating to components of other comprehensive income................ (176) 387
CLOSING DALANCE ......eeeeieiieiieiieie ettt ettt ettt e st e st e s st e e enseeneeeneenseenees $ 187,819 $ 185,918

The movement in the significant components of deferred income tax assets and liabilities during the year, without taking into
consideration the offsetting balances within the same tax jurisdiction, is as follows:

Non-capital Asset Retirement
losses carried retirement benefits
Deferred tax assets forward obligations obligations Other Total
AtJanuary 1, 2013 .o $ 22,271 $ 10,882 $ 2,062 $ 28,294 $ 63,509
Credited (charged) to the statement of
OPEIAtIONS ...cvveererireiieieeieeieeie e (2,291) 1,360 (195) (6,066) (7,192)
Credited to other comprehensive income ..... - - (387) - (387)
Effect of changes in foreign exchange rates . 1,513 269 - (1,186) 596
At December 31, 2013 .....ccccccvieeiieiieieenee. $ 21,493 $ 12,511 $ 1,480 $ 21,042 $ 56,526
Credited (charged) to the statement of
OPETALIONS ...eeeuvreenieeeiieeiee et eeeea (5,062) 1,006 (213) (9,350) (13,619)
Charged to other comprehensive income...... - - 176 - 176
Effect of changes in foreign exchange rates . 1,686 380 - 1,531 3,597
At December 31, 2014 .......coccvvevveeciieieenee. $ 18,117 $ 13,897 $ 1,443 $ 13,223 $ 46,680
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Accounting
Timing of Property, and tax
Partnership Plant and basis
Deferred tax liabilities Income Equipment differences Other Total
AtJanuary 1, 2013 .o, $ (61,386) $(154,052) $ (43,434) $ (1,693) $(260,565)
Credited (charged) to the statement of
OPEIAtIONS ...evveereireieeieeieeieeie e 13,918 2,243 4,507 1,693 22,361
Effect of changes in foreign exchange rates . - (4,240) - - (4,240)
At December 31, 2013 ......ccovvviveecieeiieenne $ (47,468) $(156,049) $ (38,927) $ - $(242,444)
Credited (charged) to the statement of
OPETALIONS ..ottt 14,606 1,412 11,285 (723) 26,580
Business combinations...........cccceeeevveeeeenennn. - (10,429) - - (10,429)
Effect of changes in foreign exchange rates . - (5,934) (1,272) (1,000) (8,206)
At December 31, 2014 .......coocvvevvieiieieenee. $ (32,862) $(171,000) $ (28,914) $ (1,723) $(234,499)

Income tax losses carry forward

At December 31, 2014 and 2013, the Company had losses available to offset income for tax purposes of $48.8 million and
$60.5 million, respectively. At December 31, 2014, the Company has $1.3 million and $47.5 million of the losses available in
Canada and the United States, respectively that expire as follows:

DECEMDET 31, 2030 ... i e et e e e e e et eee—— e e e e a—e e e et —aeeea—aaeeareeeeenreeeenneas $ 673
DECEMDET 31, 2031 cuueeieiieeieiiiieee ettt eeec e e e e e ee et e e e e e e eeeataeeeaeeeeeettaaeeeeeeeeaabaaaeaeeeeaaabaataaaeeeaanrraaaaaeeaaas 33,831
DECEMDET 31, 2032 .uueeiiiieeeeeiieeee ettt eeec e e e e e e ee e e e e e e e e eeeabaeaeeeeeeeettbaaeeeeeeaa—aaaaaeeeeaabaaaaaeeeeaaarraaaaeeeaans 12,799
DECemMDET 31, 2033 ..ottt ettt e e e e ee e e e e e e e ——— e e e e e e eeet——ataaeeeeaai———aaaeeeeaa—aataaaeeeaaarraaaaaeeaaas 126
DECEMDET 31, 2034 ..ottt e e e ettt e e e e e e e et ta e e e e e e e eeetabareaeeeeaab—aaeaaeeeaabaataaeeeeaairraaaaaeeaaas 1,332

$ 48,761

No income tax liability has been recognized in respect of temporary differences associated with investments in subsidiaries.
As no income taxes are expected to be paid in respect of these differences related to Canadian subsidiaries, the amounts have
not been determined. There are no taxable temporary differences associated with investments in non-Canadian subsidiaries.
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12 Intangible assets

Customer  Long-term Non-compete License and
Brands relationships Contracts agreements Technology Software Permits Total

Cost:
AtJanuary 1, 2014 ........ $ 50,465 $235096 $ 34,653 $ 23,368 $ 2,579 $27911 $ 3,448 $ 377,520
Additions.........ccceeerueene - 754 - - - 19,498 - 20,252
Acquisitions through

business combinations

T L) D - 10,602 - 2,592 - - - 13,194
Effect of movements in

exchange rates............. 865 12,264 2,727 594 88 130 268 16,936

At December 31,2014.. § 51,330 $258,716 $ 37,380 $ 26,554 $ 2,667 $47,539 $ 3,716 $ 427,902

Accumulated
amortization:
At January 1, 2014 ........ $ 28,142 $101,478 $ 14,801 $ 17468 $ 1980 $ 9944 $ 1,312 $ 175,125
Amortization ................. 10,617 31,637 3,772 2,894 340 4,547 1,184 54,991
Effect of movements in
exchange rates............. 692 3,681 1,129 561 51 (39) 174 6,249

At December 31,2014.. § 39,451 $136,796 § 19,702 $ 20,923 § 2371 $ 14452 $§ 2,670 $ 236,365

Carrying amounts:

At January 1, 2014........ $ 22,323 $133,618 $ 19,852 $ 5900 $ 599 $17,967 $ 2,136 $ 202,395
At December 31, 2014.. 11,879 121,920 17,678 5,631 296 33,087 1,046 191,537
Customer  Long-term Non-compete License and
Brands relationships Contracts agreements  Technology Software Permits Total
Cost:
At January 1, 2013 ........ $ 49,881 $226,364 $ 32,712 $ 22945 $ 2,516 $19470 $ 3,074 $ 356,962
Additions.........ccceeueennen. - - - - - 8,333 162 8,495
Effect of movements in
exchange rates............. 584 8,732 1,941 423 63 108 212 12,063

At December 31,2013.. $§ 50,465 $235,096 $ 34,653 $ 23,368 $ 2,579 $27911 $ 3,448 $ 377,520

Accumulated
amortization:
At January 1, 2013 ........ $ 18280 $ 70,900 $ 10,515 $ 13934 $ 1651 $ 7,073 $ 171 $ 122,524
Amortization ................. 9,694 29,396 3,698 3,142 317 2,858 1,098 50,203
Effect of movements in
exchange rates............. 168 1,182 588 392 12 13 43 2,398

At December 31,2013.. $ 28,142 $101,478 $ 14801 $ 17468 $§ 1980 $ 9944 $§ 1,312 $ 175,125

Carrying amounts:
At January 1, 2013........ $ 31,601 $155464 $ 22,197 $ 9,011 $ 865 $12,397 $ 2903 $ 234,438
At December 31, 2013 .. 22,323 133,618 19,852 5,900 599 17,967 2,136 202,395
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13 Goodwill

The changes in the carrying amount of goodwill are as follows:

Year ended
December 31,
2014 2013
Balance as at JANUATY 1 ....c.cuouiviviiiiiieiereteieeececeece sttt sttt ettt ne $ 726,148 $ 709,358
Additions through business combinations (NOE 5) ....c..cevveevueriirierieneeneeienee e 33,989 -
Effect of changes in foreign eXchange rates..........coecveveerieneenennieiienceneenceeete e 23,584 16,790
Balance as at DECEMDET 31 ...cuuviiiieiieeeeie ettt ettt e et e e e e s eereeeseaeeeeaans $ 783,721 $ 726,148

The goodwill recorded on the balance sheet represents the excess of the cost of acquisitions over the fair value of identifiable
assets, liabilities and contingent liabilities acquired. Of the balance as at December 31, 2014 and 2013, $432.7 million, net of
impairment, relates to goodwill recognized on the acquisition of the Company by the wholly-owned subsidiary of R/C Guitar
Cooperatief U.A. (“Co-op”), a Dutch Co-op owned by investment funds affiliated with Riverstone Holdings LLC
(“Riverstone”), from Hunting PLC (“Hunting”) on December 12, 2008. Of the remaining balance, $314.0 million represents
additional goodwill recorded on acquisitions completed and $37.0 million relates to the effect of changes in foreign exchange
rates recorded by the Company since December 12, 2008.

Goodwill is monitored for impairment by management at the operating segment level. The following is a summary of
goodwill allocated to each operating segment:

December 31,

2014 2013

Terminals and PiPEliNes.........cccveruieiiieiieieriesiiese et e e e e $ 200,120 $ 199,972
Environmental SEIVICES .......uvviiiiiiiiiiiiiiieee e et e ettt eeeeetr e e e e e e e eraareeeeeeeeaaaaaaeeees 234,731 216,542
TTUCK TranSPOTTALION ......eeeiurieiiieiiieeiieertee ettt sttt st e st et esabeesabeesabeesaree s 54,474 51,388
Propane and NGL Marketing and Distribution ............ccccooceereeninniinienienieneenieeenee e 133,177 97,027
Processing and Wellsite FIUIAS .........cocueriiriiniiniiiiiiiiccceceeeeeeee e 117,664 117,664
IMAATKEEING ...ttt ettt ettt ettt et ea e s b e sbe e bt ebe et e eatesaeenae 43,555 43,555
$ 783,721 $ 726,148

The recoverable amount of goodwill has been determined based on a fair value less costs of disposal calculation. This
calculation involves comparing the fair value of each operating segment to its carrying value, including goodwill, at
November 30, the annual impairment test date. To calculate a fair value, management uses an earning’s multiple approach. In
calculating earnings, the Company uses Board approved budgets to determine earnings before interest, taxes, depreciation
and amortization (“EBITDA”) by operating segment. Corporate expenses are allocated to the operating segments based on
assumptions such as expected usage and headcount. To determine fair value, an implied multiple was applied to each
operating segment’s EBITDA less corporate expenses. The implied multiple was calculated by looking at multiples of
comparable public companies by operating segment up to 12.7. For all operating segments, the fair value less costs of
disposal was greater than the operating segments carrying value, including goodwill. Accordingly, goodwill is not considered
impaired in the years ended December 31, 2014 and 2013. The fair value of each of operating segment was categorized as
Level 2 fair value based on the observables inputs.
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14 Loans and Borrowings
Revolving Credit Facility

On June 28, 2013, the Company established a revolving credit facility of up to $500.0 million (the “Revolving Credit
Facility”), the proceeds of which are available to provide financing for working capital and other general corporate purposes.
On August 20, 2014, the Company amended the Revolving Credit Facility to among other things, release all security required
by the lenders and to extend the maturity date from June 28, 2018 to August 15, 2019. The Company incurred debt financing
costs of $1.6 million and $2.1 million in the year ended December 2014 and 2013, respectively, which were capitalized as a
part of prepaid expenses and other assets.

The Revolving Credit Facility provides sub—facilities for letters of credit, swingline loans and borrowings in Canadian dollars
and U.S. dollars. Borrowings under the Revolving Credit Facility bear interest at a rate equal to Canadian Prime Rate or U.S.
Base Rate or LIBOR or Canadian Bankers Acceptance Rate as the case may be plus an applicable margin. The applicable
margin for borrowings under the Revolving Credit Facility is subject to step up and step down based on the Company’s total
debt leverage ratio. In addition, the Company must pay a standby fee on the unused portion of the Revolving Credit Facility
and customary letter of credit fees equal to the applicable margins based on the Company’s total debt leverage ratio.

The Revolving Credit Facility contains certain covenants including financial covenants requiring the Company to maintain
ratios of maximum senior debt leverage ratio of 3.5:1.0, maximum total debt leverage ratio of 4.0:1.0 and minimum interest
coverage ratio of 2.5:1.0. As at December 31, 2014, the Company was in compliance with all covenants under the Revolving
Credit Facility.

The Company has no amounts drawn against the Revolving Credit Facility as at December 31, 2014. The Company had
issued letters of credit totalling $57.5 million and $57.4 million as at December 31, 2014 and December 31, 2013,
respectively.

Long-term debt

December 31,

2014 2013
U.S.$550.0 million 6.75% Notes due July 15, 2021 (December 31, 2013: U.S.$500.0
INHITION) 1ttt ettt et ete e et e eetteeeteeeetaeeeteeeetaeeeteeeeteeeeteeeeteeeeseeenteeeereeenes $ 638,055 $ 531,800
$250.0 million 7.00% Notes due July 15, 2020 .......ccoecuerierieririieiieieieieeesesie et 250,000 250,000
$300.0 million 5.375% Notes due July 15, 2022 .....ccoccieiierieriieieeiieieieieesiese et 300,000 -
Unamortized issue discount and debt iSSUE COSES ......ceruriirrriiieiriiiieeeiiieeereeeeeieeeesivee e (22,687) (24,234)
Long-term debt: NON-CUITENE POTION .....vevvevierirerieriiresiereereeereesesesessessesesseseseesesseseesessesens $ 1,165,368 $ 757,566

On June 28, 2013, the Company issued U.S.$500.0 million 6.75% Senior Unsecured Notes due July 15, 2021 at issue price of
98.476% and $250.0 million 7.00% Senior Unsecured Notes due July 15, 2020 at issue price of 98.633%. On June 12, 2014,
the Company issued U.S.$50.0 million 6.75% Senior Unsecured Notes due July 15, 2021 at issue price of 108% under its
existing indenture and issued $300.0 million 5.375% Senior Unsecured Notes due July 15, 2022 at issue price of par
(collectively, the “Notes”). Interest is payable semi—annually on January 15 and July 15 of each year the Notes are
outstanding.

The Company incurred and capitalized debt issue costs of $5.4 million and $14.1 million in the year-ended December 31,
2014 and 2013, respectively. A portion of the proceeds from the Notes issued in 2014 was used to repay all outstanding
indebtedness under the Revolving Credit Facility.

The Notes agreements contain certain redemption options whereby the Company can redeem all or part of the Notes at prices
set forth in the respective indebtedness from proceeds of an equity offering or on the dates specified in the respective
indebtedness. In addition, the Notes holders have the right to require the Company to redeem the Notes at the redemption
prices set forth in the respective indebtedness in the event of change in control or in the event certain asset sale proceeds are
not re-invested in the time and manner specified in the respective indebtedness.
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The Notes contain non-financial covenants and customary events of default clauses. As of December 31, 2014 and 2013, the
Company was in compliance with all of its covenants under the Notes.

Foreign exchange loss on long-term debt

As a result of the movement in foreign exchange rates, the Company recorded foreign exchange losses, net, on long-term
debt as follows:

Year ended
December 31,

2014 2013
Foreign exchange loss on movement in exchanges rates on U.S. dollar long-term debt .... $ 52,000 $ 42451
Gain on financial instruments relating to long-term debt (note 28) .........cccceveereeneeniennenns (16,569) (22,500)
$ 35431 $ 19,951

Debt extinguishment costs

Concurrent with the completion of the issuance of the Notes and the establishment of the Revolving Credit Facility in 2013,
the Company terminated its previous senior secured first lien credit facility which comprised of the Tranche B Term Loan
facility of U.S.$650.0 million and a revolving credit facility of up to U.S.$375.0 million. As a result, the Company
recognised debt extinguishment costs of $38.2 million comprising unamortized debt issue costs of $22.8 million,
unamortized financial instrument liability discount of $10.0 million and unamortized financing costs of $5.4 million during
the year ended December 31, 2013.

Trade payables and accrued charges

Trade payables and accrued charges include the following items:

December 31,

2014 2013

TrAE PAYADIES ....vovvivieieiiiietet ettt ettt ettt s ettt s s bbbt e e e $ 445,670 $ 456,955
Accrued compensation ChATZES.........cocuevierierierieieie ettt s 43,988 36,591
Indirect taxes PAYaAbLe .......c.cccoiiiiiiiiiiiiiieeee e e e 3,157 1,980
Risk management liabilities (NOte 28) ......ccocueerieiriiiiiieiiieeieeeieeee et 18,135 2,465
Broker accounts payable ........c..cociiiiiiiiiiiiii e e e 183 2,610
Defined benefit plan ObIiZatioNns ...........cocuerieriieiiriiiiii et 757 825
INterest PAYAbIe ......cocuoiiiiiiieie e e e e 36,892 27,894
Due to HUnting (NOte 19) ...cc.eeiiiiiiiiiiiiieieeeieee ettt 8,999 9,199
OBRET ...ttt sttt s st 23,682 26,660
$ 581,463 $ 565,179
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Provisions

The aggregate carrying amounts of the obligation associated with decommissioning and site restoration on the retirement of
assets and environmental costs are as follows:

Year ended

December 31,

2014 2013
OPENING DAIANCE.........vevvevitivieieieiiiete ettt ettt ese st s bbb bt sesesss s s s s sesens $ 91,424 $ 111,197
SEUIEINEIILS ....veieeiiieeeiiiee et eeeet e e ertteeestreeeeebeeeesssaeeeestseeeasssseesanssaeessssaeeasssseessnssaeesnsseeenn (4,462) (3,305)
Assumed in a business combination (NOLE 5) .......cccecuveeeriiiireriiieeeriieeerireeesireeesreeesereeeas 824 -
AQQITIONS ..ttt ettt e et e e te e e bt e e beeebeeesbaeebeeesbaeenseeessaeanseeansaeansaeensseensneenses 4,152 2,032
Change in estimated future cash flOWS.......c..ccooiiiiiiiiniiniccc e 14,584 705
Change 1N diSCOUNE TALE .....ccouuieriieiiieiiie ettt ettt ettt ettt ettt e st e bt e sbeeeaeesanee 25,903 (23,317)
UnWinding Of diSCOUNL......cevuiiriiiiiieiiie ittt ettt sttt e eaee e 2,898 3,380
Effect of changes in foreign eXxchange rates..........cocuevverienieneineiniiieneeneeeeeere e 1,024 732
ClOSING DALANCE ...ttt ettt s et b bbbttt ses s s s s sesane $ 136,347 $ 91,424

The Company currently estimates the total undiscounted future value amount, including an inflation factor of 2.0%, of
estimated cash flows to settle the future liability for asset retirement and remediation obligations to be approximately
$265.7 million and $228.9 million at December 31, 2014 and 2013, respectively. In order to determine the current provision
related to these future values, the estimated future values were discounted using an average risk-free rate of 2.3% and 3.1% at
December 31, 2014 and 2013, respectively. The provision is expected to be settled up to 40 years into the future. A one
percent increase in the risk-free rate would decrease the provision by $31.4 million, with a corresponding adjustment to
property, plant and equipment. A one percent decrease in the risk-free rate would increase the provision by $31.4 million,
with a corresponding adjustment to property, plant and equipment.

Other long-term liabilities

December 31,

2014 2013

Defined benefit plan ObligAtiONns ........ccccoerireririiieiiienene ettt $ 5939 $ 6,086
Risk management liabilities (NOtE 28)......cceeriirriiriiriinienieceeete ettt 8,269 5,046
Finance 1ease Habilities .........ccoouiiiiiiiiiieiiiie ettt e e e et e e eeveee e eraeeeenens - 345
ONET .ottt ettt e et e et e e et e e eae e eteeeateeeaeeeateeeaaeeateeeaeeeateeeneeearas 602 4,010
$ 14,810 $ 15487

Share capital
Authorized
The Company is authorized to issue an unlimited number of common shares and preferred shares.

Holders of common shares are entitled to one vote per common share at meetings of shareholders of the Company, to receive
dividends if, as and when declared by the Board and to receive pro rata the remaining property and assets of the Company
upon its dissolution, liquidation or winding-up, subject to the rights of shares having priority over the common shares.

The preferred shares are issuable in series and have such rights, restrictions, conditions and limitations as the Board may
from time to time determine. The preferred shares shall rank senior to the common shares with respect to the payment of
dividends or distribution of assets or return of capital of the Company in the event of a dissolution, liquidation or winding up
of the Company. There were no issued and outstanding preferred shares as at December 31, 2014 and 2013.
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Common Shares - Issued and outstanding

The following table below sets forth the issued and outstanding common shares for the years ended December 31, 2014 and
2013.

Common Shares

Number of
Common
Shares Amount
Balance as at January 1, 2013 .....c.ocooieiirieiiieieieieieeeeteie ettt b et 120,123,530 $ 1,543,149
Issuance of common shares in connection with the exercise of stock options............c...c...... 135,340 1,169
Issuance of common shares in connection with other equity awards..........ccocceveevvervieniennens 375,976 -
Issuance of common shares in connection with the dividend reinvestment and stock
dIVIAENd PrOGIAIIS ....couveiuiiiiiiiiiiiiieieeteet ettt ettt sttt ettt et sbee b e enbesaees 1,565,346 37,389
Transfer from contributed surplus on issue of equity awards ..........ccccceeeerienieninciieiieniienens - 3,438
Balance as at December 31, 2013 ... 122,200,192 $ 1,585,145
Issuance of common shares in connection with the exercise of stock options....................... 580,145 5,942
Issuance of common shares in connection with other equity awards...........c.cccceeceievinniennnens 436,783 -
Issuance of common shares in connection with the dividend reinvestment and stock
AIVIAENA PIOZTAIMNS «..vveeneieiiiiiiieeiieeete ettt ettt ettt et e e bt e bt e sbeeesbeeebaeesaeeennee 1,271,425 36,648
Transfer from contributed surplus on issue of equity awards ......c...cocerveereeneeneriieniienieneens - 6,266
Balance as at DecembEr 31, 2014 ..ottt et e e e e e e e e e e e s e e eeaaaeas 124,488,545 $ 1,634,001

A dividend of $0.30 per share, declared in November 2014, was paid on January 16, 2015.
Commitments and contingencies
Commitments

Operating lease obligations primarily relate to office leases, rail tank cars, vehicles, field buildings, various equipment and
terminal services arrangements. These leases expire at various dates over the next 10 years. The minimum payments required
under these commitments, net of sub-lease income, are as follows:

20 LS et e et e e—eeeetteeeeet—eeeat—teeeatbaeeeataeeeatbaeeattaeeaatbeeeatbeeeantreeeaaaraeeeanraeas $ 70,097
2016 e e et e et— e e e e ttee e e t—eeeat—aeeetbaeeaataeeeatbaaeaatbaaeaatbeeeataeeeeatreaeaaateeeeanreeas 63,688
20T et e et e e e—eeeetbeeeee—teeeat—aeeeatbeeeaataeeeataaaeatbeeeaataeeeataeeeaatreeeaaataeeeanraeas 55,645
20 L8 et e e et e e eee———eaeeeeeeee——eaeeeeeeaa—ttataeeeaaaita—ataaeeeaaataaraaaaeeeaaaarraaeeeeeannnrres 48,757
2000 e e e e et et e e e e e e e eeei——eaeeeeeaaa———teaeeeeaaiba—ttaaeeeaaat—artaaaeeeaanarraaeaeeeananrres 38,766
2020 AN LALET......ceiivieeeee ettt eeecee e e e e e e ettt e e e e e e eeeaaeeeeeeeeeaaaaaaeaeeeeeatbaaaaaaeeeaaatbaaaaaaeeeaanaaraaaeeeeeaaaanrres 24,321

$ 301,274

Expenses related to operating leases, net of sublease income, were $39.6 million and $28.2 million for the year ended
December 31, 2014 and 2013, respectively.

With respect to capital expenditures, at December 31, 2014, the Company had $409.1 million remaining to be spent that
relates to projects approved at that date.

Contingencies

The Company is currently undergoing income tax related and excise tax audits. While the final outcome of such audits
cannot be predicted with certainty, it is the opinion of management that the resolution of these audits will not have a material
impact on the Company’s consolidated financial position or results of operations.

As a part of the acquisition of the Company by Riverstone from Hunting on December 12, 2008, Hunting has indemnified the
Company for the pre-closing period impact of these audits. Included in income tax receivable and trade payables and accrued
charges as at December 31, 2014 and December 31, 2013 is $9.0 million and $9.2 million, respectively, whereby Hunting
paid the Company and the Company paid the tax assessments relative to certain of these audits. The Company has assumed
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22

that the remaining assessment amounts paid in connection with these audits will be refunded to the Company and although
the timing is uncertain, will be settled within a year.

The Company is subject to various regulatory and statutory requirements relating to the protection of the environment. These
requirements, in addition to the contractual agreements and management decisions, result in the recognition of estimated
decommissioning provisions. Estimates of decommissioning costs can change significantly based on such factors as
operating experience and changes in legislation and regulations.

The Company is involved in various legal actions, which have occurred in the ordinary course of business. Management is of
the opinion that losses, if any, arising from such legal actions would not have a material impact on the Company’s
consolidated financial position or results of operations.

Revenue
Year ended
December 31,
2014 2013
PIOAUCES ..o e e e e e e et e e e e e e e eareeeeenaeeeeenneeeeenneas $ 7,507,013 $ 5,998,769
SEIVICES .uvviiieeeeeeetitee et e e e eeect ettt e e e e e ettt et e e e e e e e taeeeeeeeeeeabaaaeeeeeeesasraaaaeeeeeeaentrrseaeeeeeanntrraaaeeas 1,066,516 941,900
$ 8,573,529 $ 6,940,669
Depreciation and amortization
Year ended
December 31,
2014 2013
Depreciation of property, plant and eqUIPMENt.........ccceeveereereriieniiinieneeieeieereerenieeeen $ 154934 $ 133,854
Amortization of INtANZIDIE ASSELS......ccueiriiiriiiiiiiieie ettt ettt 54,991 50,203
$ 209,925 $ 184,057

Depreciation of property, plant and equipment and amortization of intangible assets have been expensed as follows:

Year ended
December 31,
2014 2013
COSt OF SALES .o $ 205,043 $ 179,620
General and admMINISITALIVE ........eeeeiieeiiiiiiieeeeeeeeiirieeeeeeeeeirreeeeeeeeesitrreeeeeeeeesiraseeeaeeeeeennes 4,882 4,437

$ 209,925 $ 184,057

Employee salaries and benefits

Year ended
December 31,
2014 2013
SAlArIeS ANA WAZES ....eeoveeeieeieieeieeie et eest et eteeee st e st esteeteenteesaesseesseesseensesneesneesseeseenseans $ 292,188 $ 255,697
Post-employment BENefits..........cociiiiiiiiniiiiiiiiiiieeeeeeeee e 6,394 5,568
Share based COMPENSATION ....eevuveriuiiiriieiiiiienieerite ettt ettt e sbeesieeesire et e saaeesaeeesareenaees 13,977 8,271
Termination DENETILS ........ccceciuiiiiiiiieeiieeee et e e e e e e e e e e e aaareeeeeeeeeannnes 1,365 746

$ 313,924 $ 270,282
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Employee salaries and benefits have been expensed as follows:

Year ended
December 31,
2014 2013
COSE OF SALES ... e e e e et e e e e e e eare e e e e e e e enne e e enneas $ 280,730 $ 241,568
General and adMINISTIATIVE ...oooivieiiieieeeieeeee e 33,194 28,714

$ 313,924 $ 270,282

23 Other operating income

Year ended
December 31,
2014 2013
Gain on sale of property, plant and equUIPMENt .........cc.cceeviieiiiiiniiiicnieeeeeeeeeeeen $ 2,717 $ 1,029
Foreign eXChange Gain ...........cccccooiiiiiiiiiiiiiiiieeeeee e 9,128 5,547
$ 11,845 $ 6,576
24 Per share amounts
The following table shows the number of shares used in the calculation of earnings per share:
Year ended
December 31,
2014 2013
Weighted average common shares outstanding - Basic .......c.ccceeveirvienniiinniinnieennieeneeene 123,591,547 121,376,222
Dilutive effect of:
Stock options and Other AWATdS .........ccccueeriieriiiniieieeeeeee e 2,004,643 1,708,187
Weighted average common shares — Diluted..........cccooviieiiiiiiiniiiinieieiiceceeeeeee 125,596,190 123,084,409

25 Related party transactions
Joint operations

On August 11, 2011, the Company formed a partnership (the ‘“Plato Partnership”) to jointly construct and own pipeline and
emulsion treating, water disposal and oilfield waste management facilities in the Plato area of Saskatchewan. The Plato
Partnership commenced operations in 2012. The Company’s interest in the Plato Partnership is 50%. A member of the
Company’s Board is also a director of the other party with the 50% interest in the Plato Partnership. At December 31, 2014
and 2013, the Company’s proportionate share of property, plant and equipment was $10.2 million and $10.5 million,
respectively. The impact of the Company’s share of the other financial position and results of the Partnership is not material
to the Company’s consolidated financial statements.

Compensation of key management

Key management includes the Company’s directors, executive officers, business unit leaders and other non-business unit
senior vice presidents. Compensation awarded to key management was:

Year ended
December 31,
2014 2013
Salaries and short-term employee Denefits..........ccccceveririerinierienienenineneeeeeeeesene e $ 7,597 $ 6,079
Post-employment BENefits..........cocieoiiiiiriiiiiiiiiieeeee e 1,068 817
Share based COMPENSATION ....eeueerrurieriieiriieeieeriie ettt ettt sieeesbeesateesabeesateesareenaeeas 4,639 2,696
$ 13,304 $ 9,592
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26 Post-retirement benefits
Defined benefit plans

The company maintains a funded defined benefit pension plan and an unfunded defined benefit other post-retirement benefits
plan (“OPRB”).

The Company’s defined benefit pension plans are funded based upon the advice of independent actuaries. The Company is
required to file an actuarial valuation of its pension plans with the provincial regulator every three years, with the most recent
actuarial valuation filing as at December 31, 2012. Based on the actuarial valuations as at December 31, 2014 and 2013, the
status of the defined benefit plans was as follows:

Accrued benefit obligation
Year ended
December 31,

2014 2013
Pension OPRB Pension OPRB
Accrued benefit obligation, beginning of Year...........cccoeveveveveveveriirinnnnans $ 15,187 $ 3,605 $ 14,736 $ 3,996
CUITENE SEIVICE COS..uvviiiiiiuiiieiiiiieeeitieeeeeieeeeeieeeeetreeeeetreeeesrseeeetreeeenns 212 135 323 506
INEETESE COSE.uviiiiiiiiiiiiiieeeeiee ettt e e et e et e e et e e e eetree e eeavreeeenareeeenens 674 156 558 155
Benefits PaId ....cceevieeeeieieieieeie ettt (518) (287) (500) (261)
Actuarial 0SS (ZAIN) ...ccoueeriiiriiieieiiiieeiee ettt ettt e 773 452 56 (791)
OBRET e ettt e et e et e e etaeeeaeeeeteeeeaee e 14 - 14 -
Accrued benefit obligation, end of year........c.ceccvevveiirienieneeee e $16,342 $ 4,061 $ 15,187  $ 3,605
Plan assets
Year ended

December 31,

2014 2013
Pension OPRB Pension OPRB
Fair value of pension plan assets, beginning of year.........c..ccoceveevereenncnne. $ 12939 § - $ 11,107 $ -
Interest On Plan ASSELS ...cc..evvereerieniieiieieeieniterten ettt 536 - 394 -
ACtUAL CONIIDULIONS ...ttt eesseeseasnnees 1,211 287 1,142 261
Actual benefits Paid ......coocevveiriiriiniiiiieieeeee e (518) (287) (500) (261)
ACtUArial GAIN.....ooueeiiiiiiiiiiicieecee e 528 - 796 -
Fair value of pension plan assets, end of year...........ccoovevevevererererreernnnnnans $ 14,69 $ - $ 12939 § -

Accrued benefit liability
December 31,

2014 2013
Pension OPRB Pension OPRB
Accrued benefit Obligation ..........ccovueeriiiiiiiiiiiiieeceeeeee e $ (16,342) $ (4,061) $ (15,187) $ (3,605)
Fair value of plan @ssets .........coecueiiiieriiiiiiieniieiiieeec ettt 14,696 - 12,939 -
Accrued benefit Hability.........ccoceiiiieiiiiiiiinieeeec et $ (1,646) $ (4,061) $ (2,248) $(3,605)
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The significant weighted average actuarial assumptions adopted in measuring the Company’s post-retirement benefit
obligation are as follows:

Year ended
December 31,
2014 2013
DISCOUNE TALE ...ttt sttt s ettt sae e b sae e e e e 4.00% 4.75%
Rate of COMPENSAION INCTEASE.......coueruiiriiiriieriieieeieeteeete sttt ettt ettt ettt ettt et sieesbaesbeenbeas 4.00% 4.00%
Health care cost trend rate fOr NEXt YEAT ........cceevuieiiiiiiiiiiiieieieee ettt 7.0% 7.0%

Assumed discount rate and health care cost and trend rates have an effect on the amounts reported for defined benefit plan
obligations. A one-percentage point change in discount rate and assumed health care cost and trend rates would have the
following impact:

One % point One % point

increase decrease
Discount rate effect on defined benefit plans obligations ..........c.cceeceeveeneriiiniiinienieneeneceee e $ (2,939) $ 3,079
Health care cost and trend rates effect on OPRB .............coooviiiiiiiiiiiicee e 571 (450)

Defined contribution pension plan

The Company operates defined contribution plans whereby, in some cases, contributions made by participants are matched
by the Company up to specified annual limits and in other cases, contributions are fully funded by the Company. The total
expense recorded for the defined contribution pension plans was $6.2 million and $5.0 million for the year ended December
31, 2014 and 2013, respectively.

Share based compensation

The Company has established an equity incentive plan which permits the award of stock options, RSUs, PSUs’ and DSUs for
executives, directors, employees and consultants of the Company. RSUs give the holder the right to receive a cash payment,
subject to consent of the Board, or its equivalent in fully paid common shares equal to the fair market value of the
Company’s common shares at the date of such payment. The RSUs granted in 2014 and 2013 were expected to be settled by
delivery of common shares and accordingly, were considered an equity—settled award for accounting purposes. RSUs granted
generally vest over a three year period. RSUs granted with specific performance criteria are designated as PSUs. DSUs are
similar to RSUs except that DSUs may not be redeemed until the holder ceases to hold all offices, employment and
directorships.

At December 31, 2014, awards available to grant under the equity incentive plan totalled approximately 8.6 million.
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A summary of stock options activity under the equity incentive plan is as follows:

Balance at January 1, 2013 ...ccouiiiiiiieii ettt st
GIANTEA ..eiieiiiieeciiee ettt e ettt e e e ettt e e e e tb e e e etaeeeesaaeeeeeatseeeeassseeesaseeeeasseeeaens
EXEICISEU. . .ueviiiieiiie et et e ettt e e ettt e e e ta e e e eata e e e eeataeeeeataeeeetreeeenns
FOT IR ... et e e e et e e e e tr e e e eeatee e esavaeeeeatreeeennns

Balance at December 31, 2013.. ... et
GIANLEA ..oeeeeiieiieeeee e ettt e e e ettt e e e e e e e et aa e e e e e eeeeeataaseeeeeeeeetarreaeeeeeeennrees
EXEICISEA. ..ottt e e e e e e e e e e etarr e e e e e e e eetanaeaeeeeeeennnaes
FOITEILEA ... et e e e e ettt e e e e e e e eetarreaeeeeeeennnnes

Balance at December 31, 2014.......cooiiieeee et e

Vested and exercisable at December 31, 2014 .......cccuvviiiiiiieeeiieeeiee e

Vested and exercisable at December 31, 2013 ........ooiiiiiiiiiiiiieeec e

Weighted-

Average

Number of Exercise Price

Shares (in dollars)

..... 1,294,142 $ 8.66
..... 798,233 25.87
..... (135,340) 8.64
..... (28,050) 24.88
..... 1,928,985 16.22
..... 1,159,259 28.72
..... (580,145) 10.24
..... (22,884) 25.94
..... 2,485,215 $ 23.33
..... 847,530 $ 15.03
..... 1,076,097 $ 9.33

Additional information under the 2011 Equity Incentive Plan regarding stock options outstanding as of December 31, 2014

is as follows:

Outstanding Exercisable
Weighted-
Weighted Average Average
Remaining Exercise Remaining Exercise
Contractual Life Price Number Contractual Price
Number Outstanding (Years) (in dollars) QOutstanding Life (Years) (in dollars)
537,132 4.0 $ 8.64 537,132 4.0 $ 8.64
4,750 3.6 16.10 4,750 3.6 16.10
33,681 4.4 20.67 19,547 44 20.67
40,164 4.5 22.03 26,776 4.5 22.03
21,930 5.5 24.44 7,310 5.5 24 .44
688,299 5.2 25.94 204,761 5.2 25.93
1,076,412 6.2 28.28 16,103 6.2 28.28
82,847 6.6 34.44 31,151 6.6 34.44
2,485,215 5.4 847,530 4.5
A summary of RSUs, PSUs and DSUs activity is set forth below:
Number of Shares
RSUs PSUs DSUs
Balance at January 1, 2013 ...cooiiiiiiiiieeeeeeen 870,038 76,276 44,956
GIaNte ....eeevieeiieeiieeiieetee ettt et e st e et e sbeeeabeesbeeenbeesabeeenseesnns 246,604 155,478 50,065
FOIfeited. ... .ooiiieiieecieeeeee e (15,145) (6,504) -
TSSUEA e e e e s e esenene (373,886) (2,090) -
Balance at December 31, 2013 ...oeeeieieiee v 727,611 223,160 95,021
GIaNte ....eeovieeiieeieeeiie ettt e ete e ste e et e sbeeenbeesbeeenbeesabeeenseesnns 270,308 438,590 52,955
Issued for common Shares............ocouveeeeiiiiieeiiiee e (429,526) (7,257) -
FOTFRIE oo ee e eeenene (22,012) (24,542) (1,190)
Issued fOr Cash .......ccviieeeiiiieee e (1,628) (992) -
Balance at December 31, 2014 .......vvveeiiiieiiieeeeeeeeceeee e 544,753 628,959 146,786
Vested, Balance at December 31, 2014 .....ccovvvvviiiiiiiiiieeeeeeeeieeeee, 110,652 - 146,786
Vested, Balance at December 31, 2013 ....ovueieeeeieeiiieieieeeeieeeeeiiiaans 114,345 - 73,599

Stock based compensation expense was $14.0 million and $8.3 million for the years ended December 31, 2014 and 2013,

respectively, and is included in general and administrative expenses.
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The fair value of the options granted was estimated at $2.46 per option and $2.40 per option for the year ended December 31,
2014 and 2013, respectively. The fair value of options was calculated by using the Black-Scholes model with the following
weighted average assumptions:

Year ended
December 31,
2014 2013
Expected divIdend Tate..........cooueriiriiiiiniieiceiceie sttt st st 4.3% 4.0%
EXPEcted VOIALILILY ....cooueeiieiieiieiieeiienite ettt et st sttt 19.5% 20.2%
RISK-TEE INTETESE TALE ....eeuveeniieiiieiiieiierttet ettt ettt ettt be et eas 1.2% 1.2%
Expected life Of OPtion (FEAIS)......cccueriereerierieiieritenieeieete ettt ettt st eas 3.0 3.0

The fair value of RSUs, PSUs and DSUs was determined using the five days weighted average stock price on the date of
grant.

Financial instruments
Non-Derivative financial instruments

Non-derivative financial instruments comprise cash and cash equivalents, trade and other receivables, net investment in
finance lease, trade payables and accrued charges, amount borrowed under the credit facilities, dividends payable, and long-
term debt.

Cash and cash equivalents, trade and other receivables, trade payables and accrued charges, dividends payable and amount
borrowed under the credit facilities are recorded at amortized cost which approximates fair value due to the short term nature
of these instruments.

Long-term debt is recorded at amortized cost using the effective interest method of amortization. As at December 31, 2014,
the carrying amount of long-term debt was $1,188.1 million less debt discount and issue costs of $22.7 million and the fair
value of long-term debt based on period end trading prices on the secondary market (Level 2) was $1,193.6 million. As at
December 31, 2013, the carrying amount of long-term debt was $781.8 million less debt discount and issue costs of $24.2
million and the fair value of long-term debt based on period end trading prices on the secondary market (Level 2) was $805.9
million.

Financial assets and liabilities are only offset if the Company has the current legal right to offset and intends to settle on a net
basis or settle the asset and liability simultaneously. The following table provides a summary of the Company’s offsetting
trade and other receivables and trade payables and accrued charges:

December 31, December 31,
2014 2013

Trade payable Trade payable

Trade and other and accrued Trade and other and accrued

receivables charges receivables charges

GIroSS AMOUNLS.......vveeeveeeeeieeeteeeeteeeeteeeereeeeaeeeeseeenneeas $ 430,794 $ 417,337 $ 560,256 $ 529,789
Amount OffSet .......ccveeeviiiieeeiie e (316,703) (316,703) (409,636) (409,636)

Net amount included in the consolidated
financial StAEINENES .evveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeees $ 114,091 $ 100,634 $ 150,620 $ 120,153
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Derivative financial instruments (recurring fair value measurements)

The following is a summary of the Company’s risk management contracts outstanding:

December 31, December 31,
2014 2013

Assets Liabilities Assets Liabilities

CommOdity fULUIES .......evveeiriirieiririeieeee e $ 4,850 $ 490 $ - $ 336

ComMMOUILY SWAPS ...cvveriereeierienitenieenieeieeteeeee e sbeeieeeeeaees 13,847 16,928 1,095 1,914

CommOItY OPHONS ....ceuvieieeierieriienitenieeieete ettt nieeie e eaees - - 13 -

Foreign currency forwards .........c.cccoceeveeneniieniienieneenenncnnne. 34,860 717 15,651 215

Foreign currency Options ..........cceceereeneenieenienieneeneeneenennnes - 8,269 7 5,046

TOLAL ..o $ 53,557 $ 26,404 $ 16,766 $ 7511
Less non-current portion:

Foreign currency forward contracts .........cc.cceceeecvenvennnene 34,855 - 15,646 -

Foreign currency Options .........cceceeveereenieenieneenuenveneens - 8,269 - 5,046

34,855 8,269 15,646 5,046

CULTENT POITION . c.veeiererrererereteteeeeesess ettt st eeseneses s s s senens $ 18,702 $ 18,135 $ 1,120 $ 2465

The fair value of financial instruments are classified as a non-current asset (long-term prepaid expense and other assets) or
liability (other long-term liabilities) if the remaining maturity is more than 12 months and, as a current asset or liability, if the
maturity is less than 12 months.

@

(ii)

Commodity financial instruments
WTI Futures, options and swaps

The Company enters into crude oil futures, options and swap contracts to manage the price risk associated with sales,
purchases and inventories of crude oil, natural gas liquids and petroleum products.

Natural Gas Liquids (“NGL”)

The Company enters into NGL swap contracts to manage the risk associated with sales, purchases and inventories of
NGLs.

Currency financial instruments

The Company enters into forward and options contracts to buy and sell U.S. dollars in exchange for Canadian dollars to
fix the exchange rate on its estimated future net cash inflows denominated in U.S. dollars and long-term borrowings
denominated in U.S. dollars.

U.S. Dollar Forwards

As at December 31, 2014 and 2013, the Company had U.S. dollar forward contracts to buy U.S. dollars on a notional
amount of U.S.$250.0 million and U.S.$260.0 million, respectively, at a weighted average rate of $1.0242 for U.S.$1.00
expiring on September 15, 2017. In June 2014, the Company received cash of $0.7 million on the settlement of U.S.
dollar forward contracts for a notional amount of U.S.$10.0 million. Following the repayment of Tranche B Term Loan
on June 28, 2013, the Company received cash of $11.6 million on the settlement of U.S. dollar forward contracts for a
notional amount of U.S.$238.0 million.

U.S. Dollar Options

As at December 31, 2014 and 2013, the Company had sold U.S. dollar options at a strike price of $1.295 for U.S.$1.00
on a notional amount of U.S.$250.0 million and U.S.$260.0 million, respectively, expiring on September 15, 2017. In
June 2014, the Company paid cash of $0.1 million to settle U.S. dollar options for a notional amount of U.S.$10.0
million. Following the repayment of Tranche B Term Loan on June 28, 2013, the Company paid $0.2 million to settle
U.S. dollar options for a notional amount of U.S.$15.0 million.
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Interest Rate Swap

In the year ended December 31, 2011, the Company entered into a U.S. dollar interest rate swap to hedge a portion of the
Company’s U.S. dollar floating interest rate exposure on the Company’s long-term debt. The swap effectively fixed the
interest rate on U.S.$175.0 million of the principal at 5.5% for a three year period beginning in September 2012.
Following the repayment of Tranche B Term Loan on June 28, 2013, the Company paid $2.7 million to settle the U.S.
dollar interest rate swap.

Interest Rate Floor

The Tranche B Term Loan carried an interest rate of Adjusted LIBOR plus 3.75%, subject to a minimum Adjusted
LIBOR floor of 1.0%. This interest rate floor was considered an embedded derivative as the floor rate exceeded the
market rate of interest at the time that the debt was incurred and modified. As a result, the interest rate floor derivative
was separated from the carrying value of long-term debt and accounted for as a separate financial liability measured at
fair value. Following the repayment of Tranche B Term Loan on June 28, 2013, the Company derecognized the interest
rate floor financial instrument liability discount and accordingly, recognized a gain in financial instrument relating to
interest expense of $17.1 million in the year ended December 31, 2013.

The value of the Company’s derivative finance instruments are determined using inputs that are either readily available in
public markets or are quoted by counterparties to these contracts. In situations where the Company obtains inputs via quotes
from its counterparties, these quotes are verified for reasonableness via similar quotes from another source for each date for
which financial statements are presented. The Company has consistently applied these valuation techniques in all periods
presented and the Company believes it has obtained the most accurate information available for the types of financial
instrument contracts held. The Company has categorized the inputs for these contracts as Level 1, defined as observable
inputs such as quoted prices in active markets; Level 2 defined as inputs other than quoted prices in active markets that are
either directly or indirectly observable; or Level 3 defined as unobservable inputs in which little or no market data exists
therefore requiring an entity to develop its own assumptions.

The Company used the following techniques to value financial instruments categorized in Level 2:

The fair value of commodity options and swaps is calculated as the present value of the estimated future cash flows
based on the difference between contract price and commodity price forecast.

The fair value of foreign currency options and forward contracts is determined using the forward exchange rates at the
measurement date, with the resulting value discounted back to present values.

The fair value of financial instrument contracts by fair value hierarchy at December 31, 2014 was:

Total Level 1 Level 2 Level 3
Assets from financial instrument contracts
CommOdity fULUIES ....oc.eveeieriieiiesieee e $ 4,850 $ 4,850 $ - $ -
CommOdity SWAPS .....oeuverereriieieeieeieere ettt 13,847 - 13,847 -
Foreign currency forwards.........ccocceveevierienvieniencencnniennne. 34,860 - 34,860 -
Foreign Currency Options ........c.cceeeerueeienieneeneeneenenneennnes - - - -
TOLAL ASSELS . eveeeeeeeeeeeeeeeeeeee et e e e eee e e eeeee et et eeaeeeeeeeeeeeaeas $ 53,557 $ 4,850 $ 48,707 $ -
Liabilities from financial instrument contracts
CommMOMity fULUTES .....cvcvvverereeeceeeerererereeeeesereeee e $ 490 $ 490 $ - $ -
ComMOMILY SWAPS .eeveeeveeieniieieenieeieete e sieenieete et eire s 16,928 - 16,928 -
Foreign currency forwards.........ccocceveeviinienieniencencnnennne. 717 - 717 -
Foreign currency Options ........c.cceveerueerienieneeneeneeneenuennnes 8,269 - 8,269 -
Total HabilitieS......c.vveeeeiiiiieiiee et $ 26,404 $ 490 $ 25914 $ -
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The fair value of derivative financial instrument contracts by fair value hierarchy at December 31, 2013 was:

Total Level 1 Level 2 Level 3
Assets from financial instrument contracts
ComMMOMILY SWAPS ....veveeeriireniriiieieiesieteiesteee e $ 1,095 $ - $ 1,095 $ -
CommoOdity OPHONS ....c.cevuveriieiiereeieere et 13 - 13 -
Foreign currency Options ........c.c.eeecveervieeeiieennieensieesiieenseeens 7 - 7 -
Foreign currency forwards..........c..cceceevieiiniinienienennennen. 15,651 - 15,651 -
TOLAl ASSELS .. ettt e e e $ 16,766 $ - $ 16,766 $ -
Liabilities from financial instrument contracts
COomMMOMILY SWAPS ..ceveveviererieeiieteienieneenresieeieeeeeeneeneennenee $ 1914 $ - $ 1914 $ -
CommOdity fULUIES ....ccuveeeriiiiiieeeiecie e 336 336 - -
Foreign Currency Options ........c.cceveeveeeienieneeneeneeneenuennnes 5,046 - 5,046 -
Foreign currency forwards.........ccocceveevierieniieniencencnniennne. 215 - 215 -
Total lHabilities ......ccoevveriiniiriiiiieieieiee e $ 7511 $ 336 $ 7,175 $ -

The impact of the movement in the fair value of derivative financial instruments has been expensed in the consolidated
statement of operations as follows:

Year ended
December 31,
2014 2013
COSE OF SALES ...viiiutieeiiiiiieeite et e et et e et e ettt eebeeeabeeebaeeabeeesbaeesseesssaeasseeebeaanseeenseaanseeans $  (1,883) $ 622
Foreign exchange gain on long-term debt (note 14) ......ccccoviiiviiiiiiiniiiniienieeieeeeeeen (16,569) (22,500)
Gain on financial instrument relating to iNtErest EXPENSE ..........erveerueerrereeeerueeneerreennennnes - (18,252)
$ (18,452) $ (40,130)

Financial Risk Management

The Company’s activities expose it to certain financial risks, including foreign exchange risk, interest rate risk, commodity
price risk, credit risk and liquidity risk. The Company’s risk management strategy seeks to reduce potential adverse effects
on its financial performance. As a part of its strategy, both primary and derivative financial instruments are used to hedge its
risk exposures.

There are clearly defined objectives and principles for managing financial risk, with policies, parameters and procedures
covering the specific areas of funding, banking relationships, interest rate exposures and cash management. The Company’s
treasury function is responsible for implementing the policies and providing a centralised service to the Company for
identifying, evaluating and monitoring financial risks.

a) Foreign currency exchange risk

Foreign exchange risks arise from future transactions and cash flows and from recognized monetary assets and liabilities that
are not denominated in the functional currency of the Company’s operations.

The exposure to exchange rate movements in significant future transactions and cash flows is managed by using foreign
currency forward contracts and options. These financial instruments have not been designated in a hedge relationship. No
speculative positions are entered into by the Company.
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Foreign currency exchange rate sensitivity

If the Canadian dollar strengthened or weakened by 5% relative to the U.S. dollar and all other variables, in particular interest
rates remain constant, the impact on net income and equity would be as follows:

December 31,
2014 2013

U.S. Dollar Forwards and Options

Favorable 5% CRANGE .........ocvovevevevevereieieeieiiieeetete ettt sttt s s senes $ 3,223 $ 5,063

Unfavorable 5% Change ............cocceveeriiiiiiiinieniienieeieeeee sttt (3,223) (5,260)
U.S. Dollar long-term debt Forwards and the related Options

Favorable 5% Change ..........cccocuiiiiiiiiiiiiiiiieiteteeeee et $ 10,694 $ 11,566

Unfavorable 5% Change ............coouiiviiiiiiiiieiiieee ettt (10,694) (11,566)

The movement is a result of a change in the fair value of U.S. dollar forward contracts and options. The sensitivity relating to
the Company’s long-term debt includes the change in the carrying value of the Company’s U.S. dollar denominated long-
term debt, the U.S. dollar forward contracts on the principal and the related U.S. dollar call options.

The impact of translating the net assets of the Company’s U.S operations into Canadian dollars is excluded from this
sensitivity analysis.

b) Interest rate risk

Interest rate risk is the risk that the fair value of a financial instrument will be affected by changes in market interest rates. As
a result of the repayment of Tranche B Term Loan on June 28, 2013, the Company settled the interest rates swap and
derecognized its interest rate floor financial instrument liability discount, and accordingly, the Company no longer has
exposure to changes in market interest rates as at December 31, 2014 relating to these financial instruments.

c) Commodity price risk

The Company is exposed to changes in the price of crude oil, NGLs, oil related products and electricity commodities, which
are monitored regularly. Crude oil and NGL priced futures, options and swaps are used to manage the exposure to these
commodities’ price movements. These financial instruments are not designated as hedges. Based on the Company’s risk
management policies, all of the financial instruments are employed in connection with an underlying asset/liability and/or
forecasted transaction and are not entered into with the objective of speculating on commodity prices.

The following table summarizes the impact to net income and equity due to a change in fair value of the Company’s
derivative positions because of fluctuations in commodity prices leaving all other variables constant, in particular foreign
currency rates. The Company believes that a 15% volatility in crude oil and NGL related prices is a reasonable assumption.

December 31,
2014 2013
Crude oil and NGL related prices
Favorable 15% Change ...........ccoviiriieiieieeieeeee ettt $ 5,634 $ 3,082
Unfavorable 15% Change ..........cooviiiiiiiiiiiieiiieeeeteet ettt (5,634) (3,004)

d) Credit risk

The Company’s credit risk arises from its outstanding trade receivables, including receivables from customers who have
entered into fixed term contractual arrangements to have dedicated use of certain of the Company’s tanks. A significant
portion of the Company’s trade receivables are due from entities in the oil and gas industry. Concentration of credit risk is
mitigated by having a broad customer base and by dealing with credit-worthy counterparties in accordance with established
credit approval practices. The Company actively monitors the financial strength of its customers and in select cases has
tightened credit terms to minimize the risk of default on trade receivables.

At December 31, 2014 and 2013, approximately 6% and 4%, respectively, of net trade receivables are past due but not
considered to be impaired. The Company considers trade receivables as past due when it is 30 days past the due date. The
maximum exposure to credit risk related to trade receivables is their carrying value as disclosed in these financial statements.
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The Company establishes guidelines for customer credit limits and terms. The Company review includes financial statements
and external ratings when available. The Company does not usually require collateral in respect of trade and other
receivables. The Company provides adequate provisions for expected losses from the credit risks associated with trade
receivables. The provision is based on an individual account-by-account analysis and prior credit history.

The Company is exposed to credit risk associated with possible non-performance by financial instrument counterparties. The
Company does not generally require collateral from its counterparties but believes the risk of non-performance is low. The
counterparties are generally major financial institutions or commodity brokers with investment grade credit ratings as
determined by recognized credit rating agencies.

The Company’s cash equivalents are placed in time deposits with investment grade international banks and financial
institutions.

e) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. This risk relates
to the Company’s ability to generate or obtain sufficient cash or cash equivalents to satisfy these financial obligations as they
become due. The Company’s process for managing liquidity risk includes preparing and monitoring capital and operating
budgets, coordinating and authorizing project expenditures and authorization of contractual agreements. The Company may
seek additional financing based on the results of these processes. The budgets are updated with forecasts when required and
as conditions change. Sufficient funds and the Revolving Credit Facility are available to satisfy the Company's requirements
over the next 12 months, and are expected to be available to satisfy the Company’s long term requirements. The Company
has a Revolving Credit Facility of $500.0 million and at December 31, 2014, no amount was drawn against the facility other
than outstanding issued letters of credit.

The terms of the Notes and Revolving Credit Facility require the Company to comply with certain covenants. If the Company
fails to comply with these covenants the lenders may declare an event of default. At December 31, 2014 and December 31,
2013, the Company was in compliance with these covenants.

Set out below is maturity analyses of certain of the Company’s financial contractual obligations as at December 31, 2014.
The maturity dates are the contractual maturities of the obligations and the amounts are the contractual undiscounted cash

flows.
On demand or Between one After

within one year and five years five years Total

Trade payables and accrued charges, excluding

derivative financial instruments and accrued
TIIEETESE vt ee e e eeeeeeeeeeeeeeeaeena $ 526,436 $ - $ - $ 526,436
Dividend payable ...........ccoceeiiiiiniiiiiiiiiineeeee 37,346 - - 37,346
Long-term debt.........ccoevieiiiiiiieieeee e - - 1,188,055 1,188,055
Interest payment on long-term debt ...........ccceeenueennee. 76,694 306,776 213,177 596,647
Commodity futures .........cccceeceeveeneeneenenieeneeneeeen, 490 - - 490
Commodity SWaPS.....c.eevverrerieiiereereere e 16,928 - - 16,928
Foreign currency forwards and options..................... 717 8,269 - 8,986
$ 658,611 $ 315,045 $1,401,232 $ 2,374,888

Capital management

The Company's objectives when managing its capital structure are to maintain financial flexibility so as to preserve the
Company’s ability to meet its financial obligations and to finance internally generated growth as well as potential
acquisitions.

The Company manages its capital structure and makes adjustments to it in light of changes in economic conditions and the
risk characteristics of the underlying assets. The Company considers its capital structure to include shareholders' equity,
long-term debt, the Revolving Credit Facility and working capital. To maintain or adjust the capital structure, the Company
may raise debt or issue equity and/or adjust its capital spending to manage its current and projected debt levels.
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Financing decisions are made by management and the Board based on forecasts of the expected timing and level of capital
and operating expenditure required to meet the Company’s commitments and development plans. Factors considered when
determining whether to issue new debt or to seek equity financing include the amount of financing required, the availability
of financial resources, the terms on which financing is available and consideration of the balance between shareholder value
creation and prudent financial risk management.

Net debt is calculated as total borrowings (including ‘current and non-current borrowings’ as shown in the consolidated
balance sheet), less cash and cash equivalents. Total capital is calculated as net debt plus share capital as shown in the
consolidated balance sheet.

December 31,
2014 2013
Total financial 1iability BOTTOWINZS.......ccovuiiriiiiiiiiiiiiiiiieeec ettt $ 1,165,368 $ 757,566
Less: cash and cash @qUIVAIENLS .......ccocueiiiiiiiiiiiiieeee ettt (131,911) (97,182)
INEE AEDE ...ttt e e ettt e e e e e e e etaa e e e e e eeeeettabeeeeeeeeeaaareaeeeeeennnrees 1,033,457 660,384
Total Share CAPItAl........ceeiiiiiiiiiiiiiiee ettt st 1,634,001 1,585,145
TOtal CAPILAL...........coveeeeieceeeeee ettt n et aeaas $ 2,667,458 $ 2,245,529

If the Company is in a net debt position, the Company will assess whether the projected cash flow and availability under the
Revolving Credit Facility is sufficient to service this debt and support ongoing operations.

Segmental information

The Company has defined its operations into the following operating segments: (i) Terminals and Pipelines,
(ii) Environmental Services, (iii) Truck Transportation, (iv) Propane and NGL Marketing and Distribution, (v) Processing
and Wellsite Fluids and (vi) Marketing.

Terminals and Pipelines include fee-based storage and terminalling services and tariff-based pipeline services for
crude oil, condensate and refined products. The Company owns and operates major storage terminals located at
Edmonton and Hardisty, which are the principal hubs for aggregating and exporting oil and refined products out of the
Western Canadian Sedimentary Basin; pipelines, which are connected to the Hardisty Terminal; and injection stations,
which are located in the United States.

Environmental Services includes the provision of environmental and production services such as emulsion treating,
water disposal services and oilfield waste management, exploration support services and accommodation facilities to
the oil and gas industry.

Truck Transportation includes provision of hauling services for crude oil, condensate, propane, butane, asphalt,
methanol, sulfur, petroleum coke, gypsum, emulsion, waste water and drilling fluids for customers in Western Canada
and the United States.

Propane and NGL Marketing and Distribution includes an industrial propane distribution operation and a
wholesale business that includes wholesale propane distribution and an NGL marketing business. The industrial
operation sells propane to oil and gas, commercial and residential customers, while the wholesale operations sell to
larger customers who are not usually end users of the product.

Processing and Wellsite Fluids includes the refining of crude oil and marketing of a variety of products, including
road asphalt, roofing flux, frac oils, light and heavy straight run distillates and tops.

Marketing includes, purchasing, selling, storing and blending of crude oil and condensate, providing aggregation
services to producers and earning margins through quality or time-based arbitrage opportunities.

These operating segments of the Company have been derived because they are the segments (a) that engage in business
activities from which revenues are earned and expenses are incurred; (b) whose operating results are regularly reviewed by
the Company’s chief operating decision maker to make decisions about resources to be allocated to each segment and assess
its performance; and (c) for which discrete financial information is available. No operating segments were aggregated to
arrive at the reportable segments.
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Inter-segmental transactions are eliminated upon consolidation. No margins are recognized on inter-segmental transactions.

Accounting policies used for segment reporting are consistent with the accounting policies used for the preparation of the
Company’s consolidated financial statements.

Propane Corporate &
& NGL other
Year ended Terminals & Environmental Truck Marketing &  Processing & reconciling
December 31, 2014 Pipelines Services Transportation Distribution Wellsite Fluids Marketing balances Total
Statement of operations
Revenue - external and
inter-segmental ........ $ 157,969 $ 431,153 $ 557,735 $1,352,741 $ 667,793 $ 7,005,045 $ - $10,172,436
Revenue - inter-
segmental................. (60,869) (62,243) (62,645) (162,105) (193,022) (1,058,023) - (1,598,907)
Revenue - external ........ 97,100 368,910 495,090 1,190,636 474,771 5,947,022 - 8,573,529
Segment profit............... 116,524 100,273 83,178 70,271 51,675 65,180 - 487,101
Depreciation of property,
plant and equipment. 33,667 54,901 37,405 14,157 12,346 271 2,187 154,934
Amortization of
intangible assets....... 1,957 24,318 13,039 7,374 4,985 622 2,696 54,991
General and
administrative .......... - - - - - - 37,385 37,385
Stock based
compensation........... - - - - - - 13,977 13,977
Corporate foreign
exchange gain .......... - - - - - - (3,912) 3,912)
Interest expense............. - - - - - - 67,598 67,598
Interest income............... - - - - - - (832) (832)
Foreign exchange loss on
long-term debt.......... - - - - - - 35,431 35,431
Income tax provision..... - - - - - - 35,588 35,588
Net income ........cc.ceee. $ 80,900 $ 21,054 $ 32,734 $ 48740 $ 34344 $ 64,287 $(190,118) $ 91,941
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Propane Corporate &
& NGL other
Year ended Terminals & Environmental Truck Marketing &  Processing & reconciling
December 31, 2013 Pipelines Services Transportation  Distribution Wellsite Fluids Marketing balances Total
Statement of operations
Revenue - external and
inter-segmental ........ $ 132,144 $ 325,059 $ 532,490 $1,151,206 $ 611,097 $5,580,040 $ - $8,332,036
Revenue - inter-
segmental ................. (50,884) (24,836) (56,155) (160,500) (174,275) (924,717) - (1,391,367)
Revenue - external......... 81,260 300,223 476,335 990,706 436,822 4,655,323 6,940,669
Segment profit............... 95,613 83,094 83,674 62,277 48,720 83,004 - 456,382
Depreciation of property,
plant and equipment. 26,503 42,820 36,146 10,337 15,838 263 1,947 133,854
Amortization of
intangible assets....... 2,011 22,646 12,541 6,296 3,541 678 2,490 50,203
General and
administrative .......... - - - - - - 34,664 34,664
Stock based
compensation........... - - - - - - 8,271 8,271
Corporate foreign
exchange gain .......... - - - - - - (4,226) (4,226)
Interest expense............. - - - - - - 53,458 53,458
Gain on financial
instruments relating to
interest expense........ - - - - - - (18,252) (18,252)
Interest income............... - - - - - - “471) 471)
Foreign exchange loss on
long-term debt.......... - - - - - - 19,951 19,951
Debt Extinguishment..... - - - - - - 38,209 38,209
Income tax provision..... - - - - - - 36,905 36,905
Net income (10ss) .......... $ 67,099 $ 17,628 $ 34987 $ 45644 $ 29,341 $§ 82,063 $(172,946) $ 103,816

The breakdown of additions to property, plant and equipment and intangible assets, including through business combinations, by

operating segment are as follows:

Terminals and Pipelines........ccccooceereeniirieneeniinienieeiceeeneee e
Environmental SEIviCes........ceoireereeniirieneeniinienieeie st
Truck TranSportation ..........ccevveereeenienriee et
Propane & NGL Marketing & Distribution
Processing & Wellsite FIuids .........ccccoooiviiiiiniiniiiniiiccccee
COorporate & OhET .......cccueiiiiiiiiiiiieie e

December 31
2014 2013

Property, Property,
plant and Intangible plant and Intangible
equipment Assets equipment Assets
$ 224401 $ 1,971 $ 105,061 $ 2,276
76,761 1,281 59,213 978
42,469 3,670 51,146 2,356
................ 98,060 14,251 12,930 462
20,065 77 8,083 109
9,568 12,196 2,028 2,314
$ 471,324 $ 33,446 $ 238,461 $ 8,495
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30

31

Geographic Data

Based on the location of the end user, approximately 18% and 21% of revenue was from customers in the United States for
the year ended December 31, 2014 and 2013, respectively.

The Company’s non-current assets, excluding investment in finance leases and deferred tax assets, are primarily concentrated
in Canada with 27% and 32% in the United States at December 31, 2014 and 2013, respectively.

Subsequent Events

On January 31, 2015, the Company acquired all of the issued and outstanding shares of Littlehawk Enterprises Ltd.
(“Littlehawk”) for approximately $8.2 million, subject to the final purchase price adjustments. Littlehawk is a private
Canadian company which operates hydrovac units that specialize in hydro excavation, pressure testing and water hauling for
the construction and energy industries. The initial accounting for the acquisition is not complete and is pending the final
assessment of working capital in accordance with the acquisition date balance sheet at January 31, 2015, as well as
determining fair value of identifiable assets acquired and liabilities assumed on the acquisition date.

On March 3, 2015, the Company announced that the Board declared a quarterly dividend of $0.32 cents per common share
for the quarter ending March 31, 2015 on its outstanding common shares. The common share dividend is payable on April
17, 2015 to shareholders of record at the close of business on March 31, 2015.

Principal subsidiaries
The Company had the following subsidiaries as at December 31, 2014:
Proportion
of
ordinary
Country of shares
incorporation owned by
and place of the
Name business Nature of business Company
A&A Tank Truck Co. USA Trucking and Waste Disposal 100%
All-Clean Fluids and Filtration Services Ltd. Canada Oil and Drilling Fluids 100%
B.E.G. Liquid Mud Services Corp. USA Oil & Gas Support Services 100%
Cal-Gas Inc. Canada Industrial propane 100%
Canwest Propane Partnership Canada Industrial propane 100%
Canwest Propane ULC Canada Industrial propane 100%
Chief Hauling Contractors ULC Canada Trucking Services 100%
GEP ULC Canada Trucking and Storage 100%
Gibson (U.S) Acquisition Corp. USA Holding Company 100%
Gibson (U.S) Finco Corp. USA Holding Company 100%
Gibson (U.S) Holdco Corp. USA Holding Company 100%
Gibson Energy (US) Inc. USA Wholesale petroleum products 100%
Gibson Energy Inc. Canada Holding Company 100%
Gibson Energy Marketing , LLC USA Wholesale petroleum products 100%
Gibson Energy Partnership Canada Trucking and Storage 100%
Gibson Energy Sask Ltd. Canada Trucking and Storage 100%
Gibson Energy ULC Canada Holding Company 100%
Gibson Energy, LLC USA Transportation 100%
Gibson Energy ULC Pension Plan Canada Pension Fund 100%
Gibson Finance Ltd. Canada Holding Company 100%
Gibson Gas Liquids Partnership (Alberta) Canada Wholesale propane 100%
Gibson Gas Liquids ULC Canada Wholesale propane 100%
Gibson GCC Inc. Canada Inactive 100%
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Proportion of

Country of ordinary

incorporation shares owned

and place of by the

Name business Nature of business Company
Gibson Offshore, LLC. USA Oil & Gas Support Services 100%
Griswold Management, Inc. USA Inactive 100%
Industrial Lift Truck & Equipment Co, Inc. USA Oil & Gas Support Services 100%
Keeton Services, Inc. USA Oil & Gas Support Services 100%
Link Petroleum Inc. USA Wholesale propane 100%
Link Petroleum Services Ltd. Canada Inactive 100%
Moose Jaw Refinery Partnership Canada Fluids and refining 100%
Moose Jaw Refinery ULC Canada Fluids and refining 100%
OMNI Energy Seismic Services, LLC USA Oil & Gas Seismic Services 100%
OMNI Energy Services Corp. USA Oil & Gas Support Services 100%
OMNI Energy Transportation Corp USA Oil & Gas Support Services 100%
OMNI Labor Corporation USA Inactive 100%
OMNI Properties Corp. USA Inactive 100%
Plato Services Partnership Canada Waste Disposal Services 50%
Preheat, Inc. USA Oil & Gas Support Services 100%
Rig Tools, Inc. USA Oil & Gas Support Services 100%
Stittco Energy Ltd. Canada Industrial propane 100%
Stittco Utilities Man Ltd Canada Industrial propane 100%
Stittco Utilities NWT Ltd Canada Industrial propane 100%
Taylor Transfer Services, LLC USA Transportation 100%
TPG Leasing, LLC USA Rental and Leasing 100%
TPG Transport, LLC USA Transportation 100%
Trussco, Inc. USA Oil & Gas Support Services 100%
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