


The composition of the DB Pension Plan assets at December 31, 2016 and 2015 was as follows:

DB Pension Plan Assets

Target allocation

(percent) range 2016 2015
Money market type funds 0-5 0.6 05
Equity securities 30-50 43.8 415
Debt securities 50 - 65 55.6 58.0

The following tables summarize amounts recognized in net earnings and OCI for the DB Pension Plan and the OPEB Plans for the
years ended December 31, 2016 and 2015:

DB Pension Plan OPEB Plans
($ millions) 2016 2015 2016 2015
Amounts recognized in net earnings
Current service cost 1 4 13 10
Net Interest cost — —_ 7 6
Gain on settlement — — — —
Benefit cost (gain) 1 4 20 16
Remeasurements
Actuarial (gain) loss due to liability experience (1) — (1) 17
Actuarial (gain) loss due to liability assumption changes 6 2) 17 7
Loss (gain) on plan assets (5) (3) — —
Remeasurement effects recognized in OCI — (5) 16 24

The following long-term assumptions were used to estimate the value of the defined benefit obligations, the plan assets and the
OPEB Plans:

Assumptions DB Pension Plan OPEB Plans

(percent) 2016 2015 2016 2015
Discount rate for benefit expense and obligation 3.5-3.8 37-38 3.7-4.1 37-41
Rate of compensation expense 35 35 N/A N/A

The average health care cost trend rate used for the benefit expense for the Canadian OPEB Plan was 7.0 percent for 2016, grading
0.4 percent per year for 5 years to 5.0 percent in 2021 and thereafter. The average health care cost trend rate used for the obligation

related to the Canadian OPEB Plan was 7.0 percent for 2016, grading 0.4 percent per year for 5 years to 5.0 percent in 2021 and
thereafter.

The average health care cost trend rate used for the benefit expense for the U.S. OPEB Plan was 6.5 percent for 2016, grading 0.25
percent per year for 6 yearsto 5.0 percent per year in 2022 and thereafter. The average health care cost trend rate used for the obligation
related to the U.S. OPEB Plan was 6.3 percent for 2016, grading 0.21 percent per year for 6 years to 5.0 percent in 2022 and thereafter.

The sensitivity of the defined benefit and OPEB obligation to changes in relevant actuarial assumption is shown below:

Sensitivity Analysis DB Pension Plan OPEB Plans

($ millions) 1% increase 1% decrease 1% increase 1% decrease
Discount rate (18) 20 (36) 41
Health Care Cost Trend Rate N/A N/A 40 (32)

Notes to the Consolidated Financial Statements

125



Note 23 Cash Flows — Change in Non-cash Working Capital

Non-cash Working Capital

($ millions) 2016 2015
Decrease (increase) in non-cash working capital
Accounts receivable (340) 844
Inventories (334) 570
Prepaid expenses 131 10
Accounts payable and accrued liabilities 316 (926)
Change in non-cash working capital (227) 498
Relating to:
Operating activities (235) 651
Financing activities 281 179
Investing activities (273) (332)

Note 24 Financial Instruments and Risk Management

Financial Instruments

The Company's financial instruments include cash and cash equivalents, accounts receivable, restricted cash, accounts payable and
accrued liabilities, short-term debt, long-term debt, contribution payable, derivatives, portions of other assets and other long-term
liabilities.

The following table summarizes the Company's financial instruments that are carried at fair value in the Consolidated Balance Sheets:

Financial Instruments at Fair Value
(S millions) December 31, 2016 December 31, 2015
Commodity contracts - fair value through profit or loss ("FVTPL")

Natural gas® 5

Crude oil? (30)
Other assets — FVTPL 1 2
Hedge of net investment®® (827) (940)
End of year (851) (924)

m

Natural gas contractsincludes an $11 million increase at December 31, 2016 (December 31,2015 - S 14 million decrease) to the fair value of held-for-trading inventory, recognized
in the Consolidated Balance Sheets, related to third party physical purchase and sale contracts for natural gas held in storage. Total fair value of the related natural gas storage
inventory was $45 million at December 31, 2016 (December 31, 2015 — 567 million).

Crude oil contracts includes an $17 million increase at December 31, 2016 (December 31, 2015 — $6 million decrease) to the fair value of held-for-trading inventory, recognized in
the Consolidated Balance Sheets, related to third party crude oil physical purchase and sale contracts. Total fair value of the related crude oil inventory was $354 million at
December 31,2016 (December 31,2015 - $190 million).

Hedging instruments are presented net of tax.

Represents the translation of the Company's U. S. denominated long-term debt designated as a hedge of the Company's net investment in its U.S. refining operations.

@

&)

(4

The Company's other financial instruments that are not related to derivatives, contingent consideration or hedging activities are
included in cash and cash equivalents, accounts receivable, restricted cash, income tax receivable, accounts payable and accrued
liabilities, short-term debt, long-term debt, contribution payable, and portions of other assets and other long-term liabilities. These
financial instruments are classified as loans and receivables or other financial liabilities and are carried at amortized cost. Excluding
long-term debt, the carrying values of these financial instruments and cash and cash equivalents approximate their fair values.

The fair value of long-term debt represents the present value of future cash flows associated with the debt. Market information, such
astreasury ratesand credit spreads, are used to determine the appropriate discount rates. These fair value determinations are compared
to quotes received from financial institutions to ensure reasonability. The estimated fair value of long-term debt at December 31,2016
was $5.5 billion (December 31, 2015 - $5.6 billion).
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The estimation of the fair value of commodity derivatives and held-for-trading inventories incorporates exit prices and adjustments
for quality and location. The estimation of the fair value of interest rate and foreign currency derivatives incorporates forward market
prices, which are compared to quotes received from financial institutions to ensure reasonability. The estimation of the fair value of
the net investment hedge incorporates foreign exchange rates and market interest rates from financial institutions. All financial assets
and liabilities are classified as Level 2 measurements.

Risk Management Overview

The Company is exposed to risks related to the volatility of commodity prices, foreign exchange rates and interest rates. It is also
exposedtofinancial risks related toliquidity and creditand contract risks. In certain instances, the Company uses derivative instruments
to manage the Company's exposure to these risks. Derivative instruments are recorded at fair value in accounts receivable, inventory,
other assets and accounts payable and accrued liabilities in the Consolidated Balance Sheets. The Company has crude oil and natural
gas inventory held in storage related to commodity price risk management contracts that is recognized at fair value. The Company
employs risk management strategies and policies to ensure that any exposures to risk are in compliance with the Company’s business
objectives and risk tolerance levels.

Responsibility for risk management is held by the Company’s Board of Directors and is implemented and monitored by senior
management within the Company.

a) Market Risk

i)  Commodity Price Risk Management

All derivative instruments, other than those designated as effective hedging instruments or certain non-financial derivative contracts
that meet the Company's own use requirements, are classified as held for trading and are recorded at fair value. Gains and losses on
these instruments are recorded in the consolidated statements of income in the period they occur.

In certain instances, the Company uses derivative commaodity instruments and futures contracts on commodity exchanges, including
commodity put and call options under a short-term hedging program, to manage exposure to price volatility on a portion of its
refined product, oil and gas production, and inventory or volumes in long distance transit. The Company may also use firm
commitments for the purchase or sale of crude oil and natural gas. For the year ended December 31, 2016, the Company incurred a
realizedloss of $121 million on a short-term corporate hedging program, whichisrecordedin other-net in the Consolidated Statements
of Income (Loss). The hedging program concluded in June 2016.

The Company's results will be impacted by a decrease in the price of crude oil and natural gas inventory. The Company has crude oil
inventories that are feedstock, held at terminals or part of the in-process inventories at its refineries and at offshore sites. The Company
also has natural gas inventory that could have an impact on earnings based on changes in natural gas prices. All these inventories
are subject to a lower of cost or net realizable value test on a monthly basis.

Foreign Exchange Risk Management

The Company’s results are affected by the exchange rates between various currencies, including the Canadian and U.S. dollar. The
majority of the Company’s revenues are received in U.S. dollars or from the sale of oil and gas commodities that receive prices
determined by referenceto U.S.benchmark prices. Anincrease in the value of the Canadian dollar relative to the U.S.dollar will decrease
the revenues received from the sale of oil and gas commaodities. Correspondingly, a decrease in the value of the Canadian dollar
relative to the U.S. dollar will increase the revenues received from the sale of oil and gas commodities. The majority of the Company’s
expenditures are in Canadian dollars. The Company enters into short-dated foreign exchange contracts to fix the exchange rate for
conversion of U.S. revenue dollars to hedge against these fluctuations and to mitigate its exposure to foreign exchange risk.

A change in the value of the Canadian dollar against the U.S. dollar will also result in an increase or decrease in the Company’s U.S.
dollar denominated debt, as expressed in Canadian dollars, as well as the related finance expense. In order to mitigate the Company'’s
exposure to long-term debt affected by the U.S./Canadian dollar exchange rate, the Company may enter into cash flow hedges using
cross currency debt swap arrangements. In addition, the Company’s U.S. dollar denominated debt has been designated as a hedge
of a net investment in a foreign operation that has a U.S. dollar functional currency. The unrealized foreign exchange gain or loss
related to this hedge is recorded in OCl.

At December 31, 2016, the Company had designated U.S. $3.0 billion denominated debt as a hedge of the Company'’s selected net
investments in its foreign operations with a U.S. dollar functional currency (December 31,2015 - U.S. $3.2 billion). For the year ended
December 31, 2016, the unrealized gain arising from the translation of the debt was $113 million (December 31, 2015 — unrealized
loss of $587 million), net of tax loss of $17 million (December 31, 2015 — recovery of $92 million), which was recorded in hedge of net
investment within OCl.

Notes to the Consolidated Financial Statements

127



Interest Rate Risk Management

Interest rate risk is the impact of fluctuating interest rates on earnings, cash flows and valuations. To mitigate risk related to interest
rates, the Company may enter into fair value or cash flow hedges using interest rate swaps.

At December 31, 2016, the balance in long-term debt related to deferred gains resulting from unwound interest rate swaps that had
previously been designated as a fair value hedge was $2 million (December 31, 2015 — $4 million). The amortization of the accrued
gain upon terminating the interest rate swaps resulted in an offset to finance expenses of $2 million for the year ended December 31,
2016 (December 31,2015 - $22 million).

At December 31, 2016, the balance in other reserves related to the accrued gain from unwound forward starting interest rate swaps
designated as a cash flow hedge was $18 million (December 31, 2015 - $20 million), net of tax of $6 million (December 31, 2015 -
net of tax of $7 million). The amortization of the accrued gain upon settling the interest rate swaps resulted in an offset to finance
expense of $2 million for the year ended December 31, 2016 (December 31, 2015 — $3 million).

ii)  Earnings Impact of Market Risk Management Contracts
The gains (losses) recognized on other risk management positions for the years ended December 31, 2016 and 2015 are set out
below:

2016
Earnings Impact
(S millions) Marketing and Other Other — Net Net Foreign Exchange
Commodity Price
Natural gas (1) — -
Crude oil (38) — -
Crude oil call options — (67) —
Crude oil put options — (54) —
(39) (121) —
Foreign Currency
Foreign currency forwards” — — 10
(39) (121) 10

W Unrealized gains or losses from short-dated foreign currency forwards are included in other — net, while realized gains or losses are included in net foreign exchange gains in the
consolidated statements of income (loss).

2015
Earnings Impact
(S millions) Marketing and Other Other - Net Net Foreign Exchange
Commodity Price
Natural gas 11 — —
Crude oil 4 — —
15 — —
Foreign Currency
Foreign currency forwards™ 1 (28)
15 1 (28)

" Unrealized gains or losses from short-dated foreign currency forwards are included in other — net, while realized gains or losses are included in net foreign exchange gains in the
consolidated statements of income (loss).

128 Notes to the Consolidated Financial Statements



Offsetting Financial Assets and Liabilities

The tables below outline the financial assets and financial liabilities that are subject to set-off rights and related arrangements, and
the effect of those rights and arrangements on the consolidated balance sheets:

As at December 31, 2016

Offsetting Financial Assets and Liabilities
(s millions) Gross Amount  Amount Offset Net Amount

Financial Assets

Financial derivatives 57 (38) 19

Normal purchase and sale agreements 529 (199) 330
End of year 586 (237) 349
Financial Liabilities

Financial derivatives (161) 70 (91)

Normal purchase and sale agreements (644) 234 (410)
End of year (805) 304 (501)

As at December 31, 2015

Offsetting Financial Assets and Liabilities
($ millions) Gross Amount  Amount Offset Net Amount

Financial Assets

Financial derivatives 87 (37) 50

Normal purchase and sale agreements 353 (122) 231
End of year 440 (159) 281
Financial Liabilities

Financial derivatives (108) 48 (60)

Normal purchase and sale agreements (368) 68 (300)
End of year (476) 116 (360)

Market Risk Sensitivity Analysis

Asensitivity analysis forcommodities, foreign currency exchange and interest rate risks has been calculated by increasing or decreasing
commodity prices, foreign currency exchange rates or interest rates, as appropriate. These sensitivities represent the increase or
decrease in earnings before income taxes resulting from changing the relevant rates, with all other variables held constant. These
sensitivities have only been applied tofinancialinstruments held at fair value. The Company’s process fordetermining these sensitivities
has not changed during the year.

Commodity Price Risk™

(S millions) 10% price increase 10% price decrease
Crude oil price 6) 6
Natural gas price (7) 7

; @
Foreign Exchange Rate Canadian dollar Canadian dollar
(S millions) $0.01 increase $0.01 decrease

U.S. dollar per Canadian dollar? _

" Based on average crude oil and natural gas market prices as at December 31, 2016.
@ Based on the U.S./Canadian dollar exchange rate as at December 31, 2016.
@ Foreign Exchange sensitivity on U.S. dollar per Canadian dollar is less than $1 million.
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b) Financial Risk

i)  Liquidity Risk Management

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become due. Liquidity risk also
includes the risk of not being able to liquidate assets in a timely manner at a reasonable price. The Company's processes for managing
liquidity riskinclude ensuring, tothe extent possible, thatit hasaccess tomultiple sources of capitalincluding cash and cash equivalents,
cash from operating activities, undrawn credit facilities and capability to raise capital from various debt and equity capital markets
under its shelf prospectuses. The Company prepares annual capital expenditure budgets, which are monitored and updated as
required.In addition, the Company requires authorizations for expenditures on projects, which assists with the management of capital.

Since the Company operates in the Upstream oil and gas industry, it requires significant cash to fund capital programs necessary to
maintain or increase production, develop reserves, acquire strategic oil and gas assets and repay maturing debt. The Company’s
upstream capital programs are funded principally by cash provided from operating activities and issuances of debt and equity. During
times of low oil and gas prices, a portion of capital programs can generally be deferred. However, due to the long cycle times and
the importance to future cash flow of maintaining the Company’s production, it may be necessary to utilize alternative sources of
capital to continue the Company's strategic investment plan during periods of low commodity prices. As a result, the Company
frequently evaluates the options available with respect to sources of short and long-term capital resources. Occasionally, the Company
will economically hedge a portion of its production to protect cash flow in the event of commodity price declines.

The Company had the following available credit facilities as at December 31, 2016:

Credit Facilities

($ millions) Available Unused
Operating facilities™” (note 13) 670 292
Syndicated bank facilities? (note 15) 4,000 3,800
End of year 4,670 4,092

" Consists of demand credit facilities and letter of credit.
@ Commercial paper outstanding is supported by the Company's Syndicated credit facilities.

In addition to the credit facilities listed above, the Company had unused capacity under the Canadian Shelf Prospectus of $1.9 billion
and unused capacity under the U.S Shelf Prospectus and related U.S registration statement of U.S. $3.0 billion. The ability of the
Company to raise additional capital utilizing these Shelf Prospectuses is dependent on market conditions.

The Company believes it has sufficient funding through the use of these facilities and access to the capital markets to meet its future
capital requirements.

ii)  Credit and Contract Risk Management

Credit and contract risk represent the financial loss that the Company would suffer if a counterparty in a transaction fails to meet its
obligations in accordance with the agreed terms. The Company actively manages its exposure to credit and contract execution risk
from both a customer and a supplier perspective. The Company’s accounts receivables are broad based with customers in the energy
industry and midstream and end user segments and are subject to normal industry risks. The Company’s policy to mitigate credit risk
includes granting creditlimits consistent with the financial strength of the counterparties and customers, requiring financial assurances
as deemed necessary, reducing the amount and duration of credit exposures and close monitoring of all accounts. The Company
had one external customer that constituted more than 10 percent of gross revenues during the years ended December 31,2016 and
December 31, 2015. Sales to this customer were approximately $1,832 million for the year ended December 31, 2016 (December 31,
2015 - $2,868 million).
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Cash and cash equivalents include cash bank balances and short-term deposits maturing in less than three months. The Company
manages the credit exposure related to short-term investments by monitoring exposures daily on a per issuer basis relative to
predefined investment limits.

The carrying amounts of cash and cash equivalents, accounts receivable and restricted cash represent the Company’s maximum
credit exposure.

The Company's accounts receivable was aged as follows at December 31, 2016:

Accounts Receivable Aging

(S millions) December 31,2016
Current 873
Past due (1 - 30 days) 148
Past due (31 - 60 days) 4
Past due (61 - 90 days) 3
Past due (more than 90 days) 40
Allowance for doubtful accounts (32)

1,036

The Company recognizes a valuation allowance when collection of accounts receivable is in doubt. Accounts receivable are impaired
directly when collection of accounts receivable is no longer expected. For the year ended December 31, 2016, the Company wrote
off $3 million (December 31, 2015 - $7 million) of uncollectible receivables.

Note 25 Related Party Transactions

Significant subsidiaries and jointly controlled entities at December 31, 2016 and the Company's percentage equity interest (to the
nearest whole number) are set out below:

Significant Subsidiaries and Joint Operations % Jurisdiction
Subsidiary of Husky Energy Inc.
Husky Oil Operations Limited 100 Alberta
Subsidiaries and jointly controlled entities of Husky Oil Operations Limited
Husky Oil Limited Partnership 100 Alberta
Husky Terra Nova Partnership 100 Alberta
Husky Downstream General Partnership 100 Alberta
Husky Energy Marketing Partnership 100 Alberta
Husky Energy International Corporation 100 Alberta
Sunrise Oil Sands Partnership 50 Alberta
BP-Husky Refining LLC 50 Delaware
Lima Refining Company 100 Delaware
Husky Marketing and Supply Company 100 Delaware

Each of the related party transactions described below was made on terms equivalent to those that prevail in arm’slength transactions
unless otherwise noted.
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OnJuly 15,2016,the Company completedthe sale of 65 percent of its ownership interestin select midstream assetsin the Lloydminster
region of Alberta and Saskatchewan for gross proceeds of $1.69 billion in cash. The assets include approximately 1,900 kilometres of
pipeline in the Lioydminster region, 4.1 mmbbils of storage capacity at Hardisty and Lloydminster and other ancillary assets. The assets
are held by a newly-formed limited partnership, of which Husky owns 35 percent, PAH owns 48.75 percent and CKl owns 16.25
percent. This transaction is a related party transaction, as PAHand CKI are affiliates of one of the Company's principal shareholders,
and has been measured at fair value. The transaction enabled the Company to further strengthen its balance sheet while maintaining
operatorship and preserving the integration between its heavy oil production, marketing and refining assets. Subsequent to the sale
ofitsownershipinterest,the Company performs management services as the operator of the pipeline forwhich it earnsamanagement
fee from HMLP.The Company is also the contractor for HMLP and constructs its assets on a cost recovery basis with certain restrictions.
HMLP charges an access fee to the Company for the use of its pipeline systems in performing its blending business and the Company
also pays for transportation and storage services. For the year ended December 31, 2016, the Company charged HMLP $133 million
related to construction and management services, and the Company had purchases from HMLP of $15 million related to the use of
the pipeline for the Company's blending activities and $64 million related to transportation and storage. As at December 31, 2016,
the Company had $26 million due from HMLP and nil due to HMLP related to these transactions. All transactions with HMLP have
been measured at fair value.

The Company sells natural gas to and purchases steam from the Meridian Limited Partnership ("Meridian”), owner of the Meridian
cogeneration facility, for use at the facility, Upgrader and Lloydminster ethanol plant. In addition, the Company provides facilities
services and personnel for the operations of the Meridian cogeneration facility, which are primarily measured and reimbursed at cost.
These transactions are related party transactions, as Meridian is an affiliate of one of the Company's principal shareholders, and have
been measured at fair value. For the year ended December 31, 2016, the amount of natural gas sales to Meridian totalled $41 million
(December 31, 2015 - $50 million). For the year ended December 31, 2016, the amount of steam purchased by the Company from
Meridian totalled $13 million (December 31, 2015 - $16 million). For the year ended December 31, 2016, the total cost recovery by
the Company for facilities services was $12 million (December 31,2015 - $17 million). At December 31, 2016 the Company had under
$1 million due from Meridian with respect to these transactions (December 31, 2015 - $2 million).

At December 31,2016, $34 million of the May 11, 2009 7.25 percent senior notes were held by a related party, Ace Dimension Limited,
and are included in long-term debt in the Company's consolidated balance sheet. The related party transaction was measured at fair
market value at the date of the transaction and has been carried out on the same terms as applied with unrelated parties.

On June 29, 2011, the Company issued 7.4 million common shares at a price of $27.05 per share for total gross proceeds of $200
million in a private placement to its then principal shareholders, L.F. Management and Investment S.a r. (formerly L.F. Investments
(Barbados) Limited) and Hutchison Whampoa Luxembourg Holdings S.ar.|, which was completed in conjunction with a public offering
by the Company of common shares.

On December 7, 2010, the Company issued 28.9 million common shares at a price of $24.50 per share for total gross proceeds of $707
millionin a private placementtoits principal shareholders, L.F.Management and Investment S.a r.| formerly L.F.Investments (Barbados)
Limited) and Hutchison Whampoa Luxembourg Holdings S.a r.l, which was completed in conjunction with a public offering by the
Company of common shares in Canada.

The Company defines its key management as the officers and executives within the executive department of the Company. The
amounts disclosed in the table below are the amounts recognized as an expense during the reporting period related to key
management personnel:

Compensation of Key Management Personnel

(S millions) 2016 2015
Short-term employee benefits” 9 15
Stock-based compensation®? 4 8

13 23

" Short-term employee benefits are comprised of salary and benefits earned during the year, plus cash bonuses awarded during the year. Annual bonus awards settled in shares
are included in stock-based compensation expense.
@ Stock-based compensation expense represents the cost to the Company for participation in share-based payment plans.
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Note 26 Commitments and Contingencies

At December 31,2016, the Company had commitments that require the following minimum future payments, which are not accrued
in the consolidated balance sheets:

Minimum Future Payments for Commitments
After 1 year but not

(S millions) Within 1 year more than 5 years More than 5 years Total
Operating leases” 252 535 1,650 2,437
Firm transportation agreements” 458 1,851 4,822 7,131
Unconditional purchase obligations® 2,749 4,841 1,549 9,139
Lease rentals and exploration work agreements 49 244 850 1,143
Obligations to fund equity investee® 52 220 379 651

3,560 7,691 9,250 20,501

" Includedin operatingleases andfirm transportation agreements are blending and storage agreements and transportation commitments of $0.6 billion and 2.1 billion respectively
with HMLP.

@ Includes purchase of refined petroleum products, processing services, distribution services, insurance premiums, drilling services and natural gas purchases.

O Equity investee refers to the Company's investment in Husky-CNOOC Madura Limited and HMLP which is accounted for using the equity method.

The Company has income tax and royalty filings that are subject to audit and potential reassessment. The findings may impact the
liabilities of the Company. The final results are not reasonably determinable at this time, and management believes that it has
adequately provided for current and deferred income taxes.

The Company s involved in various claims and litigation arising in the normal course of business. While the outcome of these matters
isuncertain and there can be no assurance that such matters will be resolved in the Company’sfavour,the Company does not currently
believe that the outcome of adverse decisions in any pending or threatened proceedings related to these and other matters would
have a material adverse impact on its financial position, results of operations or liquidity.

Note 27 Capital Disclosures

The Company’s objectives when managing capital are to maintain a flexible capital structure, which optimizes the cost of capital at
acceptable risk, and to maintain investor, creditor and market confidence to sustain the future development of the business. The
Company manages its capital structure and makes adjustments as economic conditions and the risk characteristics of its underlying
assets change. The Company considers its capital structure to include shareholders’ equity and debt which was $23.0 billion as at
December 31, 2016 (December 31, 2015 - $23.3 billion). To maintain or adjust the capital structure, the Company may, from time to
time, issue shares, raise debt and/or adjust its capital spending to manage its current and projected debt levels.

The Company monitors its capital structure and financing requirements using, among other things, non-GAAP financial metrics
consisting of debt to capital employed and debt to funds from operations. Debt to capital employed is defined as long-term debt,
long-term debt due within one year, and short-term debt divided by capital employed which is equal to long-term debt, long-term
debt due within one year, short-term debt and shareholders' equity. Debt to funds from operations is defined as long-term debt,
long-term debt due within one year and short-term debt divided by funds from operations which is equal to cash flow — operating
activities less the settlement of asset retirement obligations, deferred revenue, income taxes received (paid) and change in non-cash
working capital.

Notes to the Consolidated Financial Statements

133



The Company’s objective is to maintain a debt to capital employed target of less than 25 percent and a debt to funds from operations
ratio of less than 2.0 times. At December 31, 2016, debt to capital employed was 23.2 percent (December 31, 2015 - 28.9 percent)
which was within the Company's target and debt to funds from operations was 2.6 times (December 31,2015 - 2.0times). Theincrease
in the Company's debt to funds from operations ratio as at December 31, 2016 reflects the impact of continued operations in the
low commodity price environment which resulted in significantly lower funds from operations compared to 2015. The Company has
taken measures to strengthen its financial position and navigate through this commodity down cycle which include, but are not
limited to, a reduction of budgeted capital spending, the suspension of the quarterly common share dividend, the sale of royalty
interests in Western Canada production, the sale of non-core assets in Western Canada, a strategic disposition of select midstream
assets and the continued transition to lower sustaining and higher return Lloyd thermal projects. To facilitate the management of
these ratios, the Company prepares annual budgets, which are updated depending on varying factors such as general market
conditions and successful capital deployment. The annual budget is approved by the Board of Directors.

The Company's share capital is not subject to external restrictions; however, the syndicated credit facilities include a debt to capital
covenant used to assess the Company's financial strength. The Company's leverage covenant under both of its revolving syndicated
credit facilities was modified to a debt to capital covenant calculated as total debt (long-term debt including long-term debt due
within one year and short-term debt) and certain adjusting items specified in the agreement divided by total debt, shareholders'
equity and certain adjusting items specified in the agreement. If the Company does not comply with the covenants under the
syndicated credit facilities, there is the risk that repayment could be accelerated. The Company was in compliance with the syndicated
credit facility covenants at December 31, 2016 and assesses the risk of non-compliance to be low.

There were no changes in the Company's approach to capital management from the previous year.

Note 28 Government Grants

The Company has government assistance programs in place where it receives funding based on ethanol production and sales from
the Lloydminster and Minnedosa ethanol plants from the Department of Natural Resources and the Government of Manitoba.
Applications forfunding are submitted quarterly. During 2015, the Company received $21 million under these programs.The programs
expired in 2015.

134 Notes to the Consolidated Financial Statements



SUPPLEMENTAL FINANCIAL AND
OPERATING INFORMATION

Selected Ten-year Financial and Operating Summary

($ millions, except where indicated) 2016 2015 2014 2013 20120 2011M 201099 20092 2008%® 2007
Financial Highlights
Gross Revenues and Marketing and 13,224 16801 25122 24181 22948 22820 18085 15935 26744 16583
Net earnings (loss) 922 (3,850) 1,258 1,829 2,022 2,224 947 1416 3,751 3,201
Earnings (loss) per share
Basic 0.88 (3.95) 1.26 1.85 2.06 240 .11 167 442 3.77
Diluted 0.88 (4.01) 1.20 1.85 2.06 234 1.05 1.67 442 3.77
Capital expenditures® 1,705 3,005 5,023 5,028 4,701 4618 3,571 2,797 4,108 2,974
Total debt® 5,339 6,756 5292 4,119 3,918 3911 4,187 3,229 1,957 2,814
Debt to capital employed (percent)® 23.2 289 20.0 17.0 17.0 18.0 220 18.0 12.0 19.0
Upstream
Daily production, before royalties
Crude oil & NGLs (mboe/day) 228.6 2309 236.6 226.5 209.2 2113 202.6 216.2 256.8 272.7
Natural gas (mmcfzday) 555.9 689.0 621.0 5127 554.0 607.0 506.8 541.7 594.4 6233
Total production (mboe/day) 321.2 345.7 340.1 3120 3015 3125 287.1 306.5 3559 376.6
Total proved reserves, before royalties 1,224 1324 1279 1265 1092 1172 1,081 933 896 1014
Downstream
Upgrading
Synthetic crude oil sales (mbbls/day) 55.2 51.1 533 50.5 604 553 54.1 61.8 58.7 53.1
Upgrading differential (s/6b)) 20.74 18.66 21.80 29.14 22.34 27.34 14.52 11.89 28.77 30.73
Canadian Refined Products
Fuel sales (million of litres/day)” 6.6 7.6 8.0 8.1 8.7 95 82 7.6 79 8.7
Refinery throughput
Prince George refinery (mbbls/day) 9.4 10.7 1.7 10.3 1.1 10.6 10.0 10.3 10.1 10.5
Lloydminster refinery (mbbls/day) 27.8 28.1 288 264 283 281 278 241 26.1 253
US Refining and Marketing
Refinery throughput
Lima Refinery (mbbls/day) 138.2 136.1 141.6 1494 150.0 144.3 136.6 114.6 136.6 143.8
Toledo Refinery (mbbls/day)” 62.2 68.2 63.2 65.0 60.6 639 644 64.9 60.6 —
Refining Margin (U.S. $/bbl crude throughput) 8.94 10.09 937 15.06 1748 17.60 729 11.37 (0.86) 1242

(
2)
3)

(4,

(5)
(©)

United States Financial Accounting Standards Board. Refer to Section 11.2 of the Management's Discussion and Analysis for a discussion.

[C
(8
9)

T 3 3

conform with current presentation. Results reported for 2014 and prior have not been adjusted for the change in presentation.
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Gross revenues and U.S. refining margin have been recast for 2012 and 2011 to reflect a change in the classification of certain trading transactions.
Results reported for 2010 and previous years have not been adjusted for the change in presentation of the former Midstream.
Results are reported in accordance with previous Canadian GAAP. Certain reclassifications have been made to conform with current presentation.
Excludes capitalized costs related to asset retirement obligations and capitalized interest incurred during the period.

The financial ratios constitute non-GAAP measures. Refer to Section 11.3 of the Management's Discussion and Analysis for disclosures on non-GAAP measures.
Total proved reserves, before royalties for 2010 onwards were prepared in accordance with the Canadian Securities Administrators’ National Instrument 51-101, “Standards of
Disclosure for Oil and Gas Activities."Prior to 2010, reserves were prepared in accordance with the rules of the United States Securities and Exchange Commission guidelines and the

Fuel sales have been recast to exclude non-retail products, results reported for 2010 and previous years have not been adjusted for the change in presentation.
Total debt includes long-term debt, long-term debt due within one year and short-term debt.
BP-Husky Toledo Refinery throughput was revised in the first quarter of 2016 to reflect total throughput. Prior periods reflected crude throughput only and 2015 has been restated to
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Segmented Financial Information

Upstream Downstream
Exploration and Production Infrastructure and Marketing Upgrading

(S millions) 2016 2015 2014 2013 2012 2016 2015 2014 2013 2012 2016 2015 2014 2013 2012
Year ended December 31
Gross revenues?® 4,036 5374 8634 7333 6581 955 1,264 2202 2134 2377 1,324 1319 2212 2023 2191
Royalties (305) (432) (1,030) (864) (693) — — — — — — — — — —
Marketing - other?® — — — — — (88) 38 70 312 398 — — — — —
Revenues, net of royalties 3,731 4942 7604 6469 5888 867 1,302 2272 2446 2,775 1,324 1319 2212 2023 2,191
Expenses

Purchase of crude oil and products? 32 41 96 91 73 857 1,123 2056 2,004 2,258 808 922 1676 1378 1,636

Production and operating expenses® 1,760 2,076 2,172 2016 1,875 20 37 32 21 12 168 169 180 161 150

522;2@2‘”3' and administrative 232 237 253 240 175 5 78 12 2 4 4 9 73

Dgﬁﬁ‘gtrit?zgt?oenpgiﬂai?;a’irmen . 1,815 7993 3434 2515 2121 1325 25 20 22 103 106 108 9% 102

Exploration and evaluation expenses 188 447 214 246 344 — — — — — — — — — —

Loss (gain) on sale of assets (192) (17) (39) (19) (1) (1,439) — — — — — — — — —

Other — net 53 (34) 1) (16)  (104) (3) 5) (2) (3) — (1) (1) 1 (27) (17)
Total Expenses 3,888 10,743 6,109 5073 4483 (547) 1,87 2119 2054 2313 1,082 1,190 1984 1615 1874
Earnings (loss) from operating activities (157) (5801) 1495 1396 1405 1,414 115 153 392 462 242 129 228 408 317
Share of equity investment (1) (5) 6) (10 1 16 — — — — — — — — —
Net financial items (140)  (139) (152) (103)  (73) — — — — — (1) M m @ a0
Earnings (loss) before income tax (298) (5945) 1,337 1,283 1321 1,430 115 153 392 462 241 128 227 401 306
Current income taxes (100) 41) 386 162 134 — 222 99 222 171 — 17) 47 19 31
Deferred income taxes 19 (1,566) 41) 169 211 122 (191) 60)  (122) (55) 66 52 12 85 49
Total income tax provision (recovery) (81) (1,607) 345 331 345 122 31 39 100 116 66 35 59 104 80
Net earnings (loss) (217) (4,338) 992 952 976 1,308 84 114 292 346 175 93 168 297 226
Total assets as at December 31 19,098 21,103 26,035 24,653 22,774 1,582 1699 199 1670 1506 1,076 1,141 1243 1355 1,242

" Eliminations relate to sales and operating revenues between segments recorded at transfer prices based on current market prices.
2 Gross revenues, marketing and other and purchases have been recast for the comparative periods presented above to reflect a change in the classification of certain trading transactions.
@ Results have been restated for the change in presentation of reclassification of processing facilities from Infrastructure and Marketing to Exploration and Production.
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Downstream Corporate and Eliminations®” Total
Canadian Refined Products U.S. Refining and Marketing

2016 2015 2014 2013 2012 2016 2015 2014 2013 2012 2016 2015 2014 2013 2012 2016 2015 2014 2013 2012
2,301 2,886 4,020 3,737 3,848 5,995 7345 10663 10,728 9856  (1,299) (1,425) (2679) (2,086) (2303) 13,312 16,763 25052 23,869 22,550
— — — — — — — — — — — — — — — (305) (432) (1,030) (864)  (693)

— — — — — — — — — — — — — — — (88) 38 70 312 398
2,301 2,886 4,020 3,737 3848 5,995 7345 10663 10,728 9856  (1,299) (1,425) (2,679) (2086) (2,303) 12,919 16,369 24,092 23317 22,255
1,770 2281 3319 3,134 3208 5,188 6455 9,941 9,546 8544  (1,299) (1,425) (2,679) (2,086) (2,303) 7,356 9397 14409 14067 13416
241 238 263 227 184 535 474 472 420 385 — — — — 4 2,724 299 3119 2845 2610
43 31 44 26 58 13 10 9 4 13 247 53 139 217 178 544 342 462 506 448
102 103 102 90 83 342 333 268 233 212 87 84 73 51 40 2,462 8644 4010 3005 2580
- - - - - — — - — - - = = 188 447 214 246 344
3 © Q) 8) @ — — 4 — — — — — — —  (1,634) (22) (36) 27) ©)]
(10) 1 1 3 — (176) (236) (4) — 4 110 ) (5) (17) (3) (27)  (287) (20) (60) (120)
2,143 2649 3,728 3472 3531 5,902 7036 10690 10,203 9,158 (855) (1,290) (2472) (1,835) (2,084) 11,613 21515 22,158 20,582 19275
158 237 292 265 317 93 309 (27) 525 698 (444) (135 (207) (251) (219) 1,306 (5146) 1934 2,735 2,980
— — — — — — — — — — — — — — — 15 (5) (6) (10) )
7 ® ) (5) (6) (3) ©)] ©)] ©)] ) (220)  (71) 17 21 (38) (371) (2200 (144) (97)  (133)
151 231 287 260 311 20 306 (30) 522 693 (664) (206) (190) (230) (257) 950 (5371) 1,784 2628 2836
— 6 80 65 89 — 15 1 18 (1) 99 121 104 103 112 (1) 306 717 589 536

41 55 (7) 1 9) 33 (106) (12) 165 258 (252) (71) (83) (88) (176) 29 (1,827) (191) 210 278

41 61 73 66 80 33 (91) (1) 183 257 (153) 50 21 15 (64) 28 (1,521) 526 799 814
110 170 214 194 231 57 397 (19) 339 436 (511) (256) (211) (245) (193) 922 (3,850) 1,258 1,829 2,022
1,410 1,448 1676 1,788 1646 7,017 6,784 5788 5537 5326 2,077 881 2137 1901 2667 32,260 33,056 38848 36904 35161
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Upstream Operating Information

2016 2015 2014 2013 2012
Daily Production, before royalties
Light & Medium crude oil (mbbls/day) 63.1 80.5 91.2 95.1 87.5
NGL (mbbls/day) 14.0 18.2 14.0 9.2 89
Heavy crude oil (mbbls/day) 54.1 69.1 76.8 74.5 76.9
Bitumen (mbbls/day) 97.4 63.1 54.6 47.7 359
228.6 2309 236.6 2265 209.2
Natural gas (mmct/day) 555.9 689.0 621.0 5127 554.0
Total production (mboe/day) 321.2 3457 340.1 3120 3015
Average sales prices
Light & Medium crude oil (s/bbl) 52.40 57.55 96.59 106.48 103.77
NGL (s/bbl) 38.01 45.88 7261 70.49 66.96
Heavy crude oil ($/bbl) 30.50 37.16 7191 6344 6191
Bitumen ($/bbl) 27.63 34.47 70.57 61.68 59.49
Natural gas ($/mcf) 4.40 5.80 5.99 3.19 2.60
Operating costs (S/boe) 14.04 15.14 16.12 16.28 1549
Operating netbacks?®
Light & Medium crude oil (s/bbl) 23.82 29.40 59.63 65.50 61.39
NGL (s/bbl) 22,99 3210 50.01 39.60 3715
Heavy crude oil ($/bbl) 9.25 14.56 41.95 34.61 3831
Bitumen (s/bbl) 15.20 1541 5117 43.92 42.32
Natural gas ($/mcf) 2.51 3.93 3.79 1.06 0.77

a

The operating netback includes results from Upstream Exploration and Production and excludes results from Upstream Infrastructure and Marketing. Operating netback is a non-
GAAP measure. Refer to Section 11.3 of the MDA .

Operating netbacks are determined as gross revenue less royalties and production, operating and transportation expense on a per unit basis. Production and operating costs
exclude accretion, which is included in administrative expenses and other.

Includes associated co-products converted to boe.

(2

3
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Supplemental Upstream Operating Statistics®

Operating Netback Analysis 2016 2015 2014
Total Upstream
Crude Oil Equivalent ($/boe)?

Sales volume (mboe/day) 321.2 3457 340.1
Gross revenue ($/boe)” 33.08 41.06 67.38
Royalties ($/boe) 2.60 343 8.30
Production and operating costs ($/boe)” 14.04 15.14 16.12
Transportation (s/boe)” 0.25 049 0.33
Operating netback ($/boe) 16.19 22.00 4263
Depletion, depreciation, amortization and impairment ($/boe) 15.45 63.34 27.63
Administration expenses and other ($/boe) 2.62 2.56 330
Earnings (loss) before taxes (1.88) (43.90) 11.70

Operating netbacks by commodity
Crude Oil & NGL's Total

Sales volume (mboe/day) 228.6 2309 236.6
Gross revenue ($/boe)” 35.78 44.18 81.10
Royalties (5/boe) 3.36 448 11.12
Production and operating costs (S/boe)” 15.42 17.47 18.18
Transportation ($/boe)? 0.36 0.74 047
Operating netback ($/boe) 16.64 2149 5133
Natural Gas Total?
Sales volume (mmct/day) 555.9 689.0 621.0
Gross revenue ($/mcf)?” 4.40 5.80 5.99
Royalties ($/mcf) 0.12 013 0.30
Production and operating costs ($/mcf)? 1.77 1.74 1.90
Operating netback ($/mcf) 2.51 393 3.79
Lloydminster Heavy Oil
Thermal Oil
Bitumen
Sales volumes (mbbls/day) 65.5 484 438
Gross revenue ($/bbl)” 30.22 36.29 71.64
Royalties (s/bbl) 1.98 3.60 6.50
Production and operating costs ($/6b/)” 8.72 9.00 10.78
Operating netback (s/6bl) 19.52 23.69 54.36
Non Thermal Ol
Medium Oil
Sales volumes (mbbls/day) 2.1 2.1 1.8
Gross revenue ($/bbl)” 36.97 41.89 76.83
Royalties (s/bbl) 1.80 1.89 5.88
Heavy Ol
Sales volumes (mbbls/day) 449 54.8 61.8
Gross revenue ($/bbl)” 31.13 37.71 72.53
Royalties (s/bbl) 244 4.28 8.40
Natural Gas
Sales volumes (mmct/day) 17.7 175 177
Gross revenue (s/mcf)”) 1.76 226 401
Royalties ($/mcf) 0.09 0.19 053
Non Thermal Oil Total?
Sales volumes (mboe/day) 50.0 59.8 66.6
Gross revenue (s/boe)” 30.17 36.69 70.50
Royalties ($/boe) 2.34 4.04 8.10
Production and operating costs ($/boe)” 18.52 1836 21.14
Operating netback (s/boe) 9.31 14.29 4126
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Operating Netback Analysis (continued) 2016 2015 2014
Cold Lake
Bitumen
Tucker Total sales volumes (mbbls/day) 19.1 1.5 10.8
Gross revenue ($/bbl)” 27.57 3143 66.24
Royalties (s/bbl) 0.50 0.73 550
Production and operating costs ($/6b/)” 8.11 17.70 2249
Operating netback ($/bbl) 18.96 13.00 38.25
Oil Sands
Bitumen
Sunrise Total sales volumes (mbbls/day) 12.8 32 —
Gross revenue (3/bb})” 14.46 17.72 —
Royalties (s/bbl) 0.40 057 —
Production and operating costs ($/bbl)” 26.56 95.18 —
Transportation ($/bbl)? —_ 23.71 —
Operating netback ($/bbl) (12.50) (101.74) —
Western Canada Conventional
Crude Ol
Light & Medium Oil
Sales volumes (mbbls/day) 21.3 343 40.0
Gross revenue ($/bbl)” 41.35 4887 8541
Royalties (s/bbl) 4.04 5.50 12.94
Heavy Ol
Sales volumes (mbbls/day) 9.2 14.3 15.0
Gross revenue ($/bbl)” 27.39 35.09 68.90
Royalties (s/bbl) 3.60 5.09 11.37
Western Canada Crude Oil Total
Total sales volumes (mbbls/day) 30.5 486 55.0
Gross revenue ($/bbl)” 37.14 44.81 80.92
Royalties (s/bbl) 3.91 538 12.51
Production and operating costs ($/6b/)” 25.16 2447 25.75
Operating netback ($/bbl) 8.07 14.96 42.66
Natural Gas & NGLs
NGLs
Sales volumes (mbbls/day) 8.0 8.8 9.8
Gross revenue ($/bbl)” 31.14 34.08 67.85
Royalties (s/bbl) 7.59 775 15.13
Natural Gas
Sales volumes (mmcf/day) 424.7 4964 489.1
Gross revenue (s/mcf) 7 2.06 268 442
Royalties ($/mcH@® (0.04) (0.08) 0.20
Western Canada Natural Gas and NGL Total”
Total sales volumes (mmcfe/day) 472.7 549.2 5479
Gross revenue ($/mcfe)” 2.37 297 5.16
Royalties ($/mcfe) 0.08 0.05 045
Production and operating costs (/mcfe)” 1.90 2.04 203
Operating netback ($/mcfe) 0.39 0.88 268
Atlantic Region
Light Oil
Sales volumes (mbbls/day) 33.1 36.8 446
Gross revenue ($/bbl) 60.01 65.89 107.50
Royalties (s/bbl) 8.70 743 1843
Production and operating costs (5/bbl) 18.48 16.76 13.38
Transportation ($/bb)” 2.46 258 249
Operating netback ($/6bl) 30.37 39.12 73.20
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Operating Netback Analysis (continued) 2016 2015 2014
Asia Pacific Region
Light Oil
Sales volumes (mbbls/day) 6.6 73 48
Gross revenue (s/bbl) 54.98 60.80 95.69
Royalties (s/bbl) 3.68 312 18.64
NGLs
Sales volumes (mboe/day) 6.0 94 42
Gross revenue (S/boe) 47.14 56.99 83.16
Royalties ($/boe) 2.65 3.19 44
Natural Gas
Sales volumes (mmcf/day) 113.5 1751 114.2
Gross revenue ($/mcf) 13.58 14.98 13.03
Royalties ($/mcf) 0.72 0.81 0.64
Asia Pacific Light Oil, NGLs & Natural Gas Total”
Total sales volumes (mboe/day) 31.5 459 28.0
Gross revenue (5/boe) 69.40 78.49 82.02
Royalties ($/boe) 3.84 4.24 6.47
Production and operating costs (S/boe) 8.01 578 8.06
Operating netback ($/boe) 57.55 68.47 67.49

a

(2
3]

(4

Includes sulphur sales revenues/royalties.
(5

(6;

¢

3

actual price received at the oil and gas lease.

Alberta Gas Cost Allowance reported exclusively as gas royalties.

In the third quarter of 2016, Husky completed the sale of its ownership interest in select midstream assets. These assets are held by HMLP, of which Husky has a 35% investment
in. Husky's investment is considered a joint venture and is prospectively being accounted for using the equity method.

Transportation expenses for Western Canada, Oil Sands and Heavy Oil production has been deducted from both gross revenue and production and operating costs to reflect the
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The operating netback includes results from Upstream Exploration and Production and excludes results from Upstream Infrastructure and Marketing. Operating netback is a non-
GAAP measure. Refer to Section 11.3 of the MD&A.

Includes associated co-products converted to boe and mcf.

Includes offshore transportation costs shown separately from price received. During the first quarter of 2016, the Company reclassified Oil Sands transportation costs to net against
price received. Prior periods have not been restated.
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ADVISORIES

Certain statements in this annual report are forward-looking
statements and information (collectively “forward-looking
statements”), within the meaning of the applicable Canadian
securities legislation, Section 21E of the United States
Securities Exchange Act of 1934, as amended, and Section 27A
of the United States Securities Act of 1933, as amended. The
forward-looking statements contained in this report are
forward-looking and not historical facts.

Some of the forward-looking statements may be identified by
statements that express, or involve discussions as to,
expectations, beliefs, plans, objectives, assumptions or future
events or performance (often, but not always, through the use

"

of words or phrases such as “will likely result’, “are expected to’,

"

“will continue’, “is anticipated

" " "o

s "

""is targeting’, “estimated’,
“intend”, “plan’, “projection’, “forecast’, ‘guidance’, “could’, “may’,
" "aim’, “vision’, “goals’, “objective’, “target”, “schedules”
and “outlook”). In particular, forward-looking statements in this
annual report include, but are not limited to, references to:

- with respect to the business, operations and results of the
Company generally: the Company’s general strategic plans
and growth strategies; forecasted total value, rate of return
and break-even of identified projects; and the Board being
better placed to consider re-establishing an appropriate
cash dividend policy;

- with respect to the Company's Asia Pacific region:
anticipated volumes of peak combined net sales volumes
of gas and NGL from the BD, MDA-MBH and MDK fields;
anticipated timing of first production at the MDA-MBH and
MDK gas fields; anticipated timing of achieving full sales gas
rates at, and volumes of peak net sales volumes of gas and
liquids from, the BD field; and anticipated volume of liquids
production net to Husky from the Liwan Gas Project;

- with respect to the Company's Atlantic region: anticipated
timing of two additional White Rose infill wells; anticipated
timing of two exploration wells in the Flemish Pass Basin;
and timing to consider sanction of the West White Rose
extension project;

- with respect to the Company's Oil Sands properties:
anticipated continuation of ramp up at the Company's
Sunrise Energy Project through 2017 and 2018;

- with respect to the Company's Heavy Oil properties:
expected ramp up through 2017 and 2018 and plant
capacity of the Tucker Thermal Project; anticipated timing

“would
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of first production from, and combined nameplate
capacities of, the Dee Valley, Spruce Lake North and
Spruce Lake Central thermal projects; expected timing
of first production from, and nameplate capacity of, the
Rush Lake 2 thermal development; and anticipated
combined nameplate capacities of identified potential
Lloyd thermal developments; and

- with respect to the Company's Downstream operating
segment: anticipated timing of completion, outcome, and
benefits of the crude oil flexibility project at the Company's
Lima Refinery; and timing to consider the sanctioning of a
project to double asphalt capacity.

In addition, statements relating to “reserves”are deemed to

be forward-looking statements as they involve the implied
assessment based on certain estimates and assumptions that
the reserves described can be profitably produced in the
future. There are numerous uncertainties inherent in
estimating quantities of reserves and in projecting future rates
of production and the timing of development expenditures.
The total amount or timing of actual future production may
vary from reserve and production estimates.

Although the Company believes that the expectations
reflected by the forward-looking statements presented in this
report are reasonable, the Company's forward-looking
statements have been based on assumptions and factors
concerning future events that may prove to be inaccurate.
Those assumptions and factors are based on information
currently available to the Company about itself and the
businesses in which it operates. Information used in
developing forward-looking statements has been acquired
from various sources including third-party consultants,
suppliers, regulators and other sources.

Because actual results or outcomes could differ materially from
those expressed in any forward-looking statements, investors
should not place undue reliance on any such forward-looking
statements. By their nature, forward-looking statements
involve numerous assumptions, inherent risks and uncertainties,
both general and specific, which contribute to the possibility
that the predicted outcomes will not occur. Some of these
risks, uncertainties and other factors are similar to those faced
by other oil and gas companies and some are unique to Husky.



The Company's Annual Information Form for the year ended
December 31, 2016 and other documents filed with securities
regulatory authorities (accessible through the SEDAR website
www.sedar.com and the EDGAR website www.sec.gov)
describe risks, material assumptions and other factors that
could influence actual results and are incorporated herein

by reference.

Any forward-looking statement speaks only as of the date on
which such statement is made, and, except as required by
applicable securities laws, the Company undertakes no
obligation to update any forward-looking statement to reflect
events or circumstances after the date on which such statement
is made or to reflect the occurrence of unanticipated events.
New factors emerge from time to time, and it is not possible for
management to predict all of such factors and to assess in
advance the impact of each such factor on the Company’s
business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those
contained in any forward-looking statement. The impact of any
one factor on a particular forward-looking statement is not
determinable with certainty as such factors are dependent
upon other factors, and the Company's course of action would
depend upon its assessment of the future considering all
information then available.

Non-GAAP Measures

This report contains certain terms which do not have any
standardized meaning prescribed by IFRS and are therefore
unlikely to be comparable to similar measures presented by
other issuers. The non-GAAP measurements included in this
report are: funds from operations, adjusted net earnings, net
debt and debt to capital employed. For further details on
these non-GAAP measurements, please refer to the Non-GAAP
Measures and Additional Reader Advisories contained in
sections 11.3 and 11.4, respectively, of the Company’s
Management’s Discussion and Analysis for the year ended
December 31, 2016, which sections are incorporated by
reference herein.

Disclosure of Oil and Gas Information

Unless otherwise stated, reserve estimates in this annual
report, have been prepared by internal qualified reserves
evaluators in accordance with the Canadian Oil and Gas

Evaluation Handbook, have an effective date of December 31,
2016 and represent Husky's share. Unless otherwise noted,
projected and historical production numbers given represent
Husky’s share. Unless otherwise noted, historical production
numbers are for the year ended December 31, 2016.

The Company uses the terms barrels of oil equivalent (“boe”),
which is consistent with other oil and gas companies’
disclosures, and is calculated on an energy equivalence basis
applicable at the burner tip whereby one barrel of crude oil is
equivalent to six thousand cubic feet of natural gas. The term
boe is used to express the sum of the total company products
in one unit that can be used for comparisons. Readers are
cautioned that the term boe may be misleading, particularly
if used in isolation. This measure is used for consistency with
other oil and gas companies and does not represent value
equivalency at the wellhead.

The Company uses the term reserves replacement ratio, which
is consistent with other oil and gas companies'disclosures.
Reserves replacement ratios for a given period are determined
by taking the Company's incremental proved reserve additions
for that period divided by the Company's upstream gross
production for the same period. The reserves replacement
ratio measures the amount of reserves added to a company's
reserve base during a given period relative to the amount of
oil and gas produced during that same period. A company's
reserves replacement ratio must be at least 100% for the
company to maintain its reserves. The reserves replacement
ratio only measures the amount of reserves added to a
company's reserve base during a given period.

Note to U.S. Readers

The Company reports its reserves information in accordance
with Canadian practices and specifically in accordance with
National Instrument 51-101, “Standards of Disclosure for Oil
and Gas Disclosure”, adopted by the Canadian securities
regulators. Because the Company is permitted to prepare its
reserves information in accordance with Canadian disclosure
requirements, it may use certain terms in that disclosure that
U.S. oil and gas companies generally do not include or may be
prohibited from including in their filings with the SEC.

All currency is expressed in Canadian dollars unless otherwise indicated.
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CORPORATE INFORMATION

Board of Directors

Victor T.K. Li, Co-Chairman

Canning K.N. Fok, Co-Chairman®
William Shurniak, Deputy Chairman
Robert J. Peabody, President & Chief Executive Officer
Stephen E. Bradley"®

Asim Ghosh

Martin J.G. Glynn?®

Poh Chan Koh

Eva L. Kwok“®

Stanley T.L. Kwok®

Frederick S.H. Ma”®

George C. Magnus”’

Neil D. McGee"”
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Frank J. Sixt?
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The Management Information Circular and the Annual
Information Form contain additional information
regarding the Directors.
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INVESTOR INFORMATION

Common Share Information

Year ended December 31 2016 2015 2014
Share price (dollars) High 18.05 28.73 36.15
Low 11.67 14.13 21.46
Close at December 31 16.29 14.31 26.92
Average daily trading volumes (thousands) 2,418 2,047 1,824
Number of common shares outstanding (thousands) 1,005,452 984,329 983,738
Weighted average number of common shares outstanding (thousands)
Basic 1,004,875 984,067 983,595
Diluted 1,004,875 984,067 985,251

Trading in the common shares of Husky Energy Inc. ("HSE") commenced on the Toronto Stock Exchange on August 28, 2000. The Company is represented in the S&P/TSX Composite,

S&P/TSX Capped Energy Index and in the S&P/TSX 60 indlices.

Toronto Stock Exchange Listing Annual Meeting
HSE, HSE.PR.A, HSE.PR.B, HSE.PR.C, HSE.PR.E and HSE.PR.G The Annual and Special Meeting of Shareholders will
(at December 31, 2016) be held at 10:30 a.m. on Friday, May 5, 2017 in the
Palomino Room at the BMO Centre, Stampede Park,
Outstanding Shares 20 Roundup Way S.E, Calgary, Alberta, Canada.
The number of common shares outstanding at
December 31, 2016 was 1,005,451,854. Additional Publications
The following publications are available on our website:
Transfer Agent and Registrar « Annual Information Form, filed with Canadian
Husky’s transfer agent and registrar is Computershare Trust securities regulators
Company of Canada. In the United States, the transfer agent + Form 40-F, filed with the U.S. Securities and
and registrar is Computershare Trust Company N.A. Share Exchange Commission
certificates may be transferred at Computershare’s principal + Quarterly Reports
offices in Calgary, Toronto, Montreal and Vancouver, and at
Computershare’s principal office in Denver, Colorado, in the Corporate Office
United States. Husky Energy Inc.
707 - 8th Avenue SW.
Queries regarding share certificates, dividends and estate Box 6525, Station D
transfers should be directed to Computershare Trust Calgary, Alberta T2P 3G7
Company at 1-800-564-6253 (in Canada and the United States) Telephone: (403) 298-6111
and 1-514-982-7555 (outside Canada and the United States). Fax: (403) 298-7464
Auditors Corporate Affairs
KPMG LLP Telephone: (403) 298-6111
2700, 205 Fifth Avenue SW. Fax: (403) 298-6515
Calgary, Alberta T2P 4B9 E-mail: corpcom@huskyenergy.com
Website
www.huskyenergy.com
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