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Strategy Update 

Asim Ghosh 



ÅDiverse portfolio 

ÅFocused integration 

ÅTransition to a low sustaining capital business 

Business Strategy on Course 



Downstream Oil Sands 

Atlantic Region Asia Pacific Region Western Canada 

Lloyd Heavy Oil Thermals 

Portfolio Transformation 



Pathway to Growing Higher Quality Production 
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Leading Break-Even Performance 

Source: Pre-FID Oil Projects: Global Breakeven Analysis and Cost Curves (Wood 

Mackenzie Corporate Service, January 2016.) 

Assumptions include exploration, dividends and central costs held flat at Q1 2016 level. 

Includes Downstream and other businesses.  
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1. Low sustaining capital production, as referred to throughout this presentation, 

includes production from   Tucker, thermals, Sunrise and Asia Pacific natural gas. 

2. Earnings Break-even price, as referred to throughout this presentation, has the 

meaning set out in the Advisories. 

2 



Doing More With Less 

ÅSustaining and maintenance 
capital lowered by 20% from 
2015 

ÅSignificant opportunities to 
further lower sustaining costs 

1.0

2.0

3.0

'15 '16F '17F

$ billions 

ô15 ô16F ô17F 

Sustaining and Maintenance Capital 



Structural Changes Greatly Improving Resiliency . . .  

ÅCapital spending of ~$2.2Bn  balanced to 
cash flow from operations1 at $30 US WTI 
price planning assumption 

Å~$800 million in cash flow for every  
$10 increase in WTI 

1. Cash flow from operations, as referred to throughout this presentation, is a non-GAAP measure. Please see Advisories for further detail. 

2. Includes impact of natural gas consumption. 

3. Excludes impact on asphalt operations. 

4. Does not include gains or losses on inventory and assumes no foreign exchange gains or losses on U.S. dollar denominated long-term debt and other monetary items, including cash balances. 

1.0

2.0

3.0

'15 '16F '17F

$ billions 

ô15 ô16F ô17F 

Q1 ô16 MD&A Indicative  Sensitivity Analysis ($ millions) 

Increase 

Effect on  

Pre-tax Cash 

Flow 

Effect  

on Net 

Earnings 

WTI crude oil US$1.00/bbl 109  80  

NYMEX natural gas 

price2 
US$0.20/mmbtu 21  15  

WTI/Lloyd differential3 US$1.00/bbl (43) (32) 

Light oil margins Cdn$0.005/litre 11  8  

Asphalt margins Cdn$1.00/bbl 9  6  

NY Harbor 3:2:1 Crack 

Spread 
US$1.00/bbl 40  25  

FX Rate (US$ per Cdn$)4 US$0.01 (33) (25) 

Sustaining and Maintenance Capital 



. . . And Generating Free Cash Flow 

1.0

2.0

3.0
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'15 '16F '17F

US$30 WTI 

US$60 WTI 

US$40 WTI 

US$50 WTI Potential FCF1,2 

US$70 WTI 
$ billions 

Sustaining and Maintenance Capital 

1. Free cash flow, as referred to throughout this presentation, is a non-GAAP measure. Please see Advisories for further detail. 

2. Free cash flow growth, as referred to throughout this presentation, is not linear. 

ô15 ô16F ô17F 



Stronger and More Resilient Business 

ÅBusiness strategy on course  

ÅStructural changes leading to 
free cash flow 

ÅStrong balance sheet 

ÅDiverse portfolio of high quality 
growth projects 

ÅEstablish a sustainable cash  
dividend 
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US$30 WTI 

US$60 WTI 

US$40 WTI 

US$50 WTI Potential FCF 

US$70 WTI 
$ billions 

Sustaining and Maintenance Capital 
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Financial Plan 

Jon McKenzie 



 -

 1.0

 2.0

 3.0

 4.0

Husky -
proforma

dispositions

Cenovus Husky Suncor CNRL Imperial Encana

ÅStrong balance sheet 

ÅEnhancing financial flexibility 

ÅLowering cost structure to enhance 
free cash flow profile 

ÅCapital efficient investment options 

Sound Financial Plan 

Net Debt to Trailing Cash Flow from Operations1,2 

Times 

Target D/CF 

Range 

3 

1. Net debt to cash flow from operations, as referred to throughout this presentation, is a non-GAAP 

measure.  Please see Advisories for further detail. 

2. Net debt to trailing cash flow from operations ratio calculated by dividing Net debt by 12-month trailing 

cash flow from operations as at Mar. 31, 2016. 

3. Dispositions and expected gross disposition proceeds, as referred to throughout this presentation, are 

listed on slide 14. 

*  Peer data sourced from public filings available on SEDAR. 



ÅCapex balanced to cash flow 
from operations 

ÅNo new net debt in the near term 

ÅTarget of <2x net debt to cash 
flow from operations 

Strengthening the Balance Sheet 

0.0

4.0

8.0

'15 Target

Target Net 

Debt1 Range 

1. At $30 US WTI price planning assumption. 

2. Signed purchase and sale agreements. 

Dispositions Description 
Expected Gross 

Proceeds 

Midstream Partial sale $1.7Bn 

Royalties ~1,700 boe/d $163MM 

Western Canada ~20,600 boe/d $900MM 

Total 22,300 boe/d $2.8Bn2 

Net Debt 

$ billions 

1. Net debt, as referred to throughout this presentation, is calculated as total debt less cash and cash 

equivalents. Total debt is calculated as long-term debt including long-term debt due within one year 

and short-term debt. 
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Bank Credit Facilities Preferred Shares*

CAD Bonds USD Bonds

ÅMaintaining strong investment  
grade credit rating 

ÅRatings confirmed in  
agency reviews 

ÅRenewed credit facilities 

ÅExtended maturity date to ô20 

ÅNo major long-term bond  
maturities until ô19 

Enhancing Financial Flexibility 

Moody's S&P* DBRS* 

Rating Baa2 BBB+ A (low) 

* Negative outlook 

Current Credit Ratings 

* Husky has redemption option. 

Maturities Schedule 

$ millions 
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$/boe Å~20% sustaining and maintenance 
reductions 

ÅSteady improvements in operating 
costs across the portfolio 

ÅOngoing reductions in SG&A 

ÅReducing working capital 

ÅTransition to low sustaining capital 
production 

 

 

Lowering Cost Structure to Enhance Free Cash Flow Profile 

* Excludes costs related to 

Sunrise Energy Project 

 -
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Cumulative Procurement Savings 

Over $2 Bn total savings 
$ millions 

Upstream Operating and Administration Costs* 



Capital Efficient Investment Options 

ÅDisciplined and paced investment 
approach 

ÅHigh return organic portfolio 

 

 

 

1. Illustration based on the following assumptions: 18% annual decline, new production added at  $25,000 - 35,000 per bbl/d.  

Illustrative Growth Capital Profile1 

 -

 1

 2

 3

0% 5%

$ billions 

CAGR 

Assumed captial efficiency range: $25,000-$35,000 per boe/d

Downstream Sustaining Capital 

Upstream Sustaining Capital 



2016 Guidance Status 

Metric 2016 Q1 ô16 

Capital Expenditure $2.1 ï $2.3Bn 

 

$410MM 

 

Sustaining and Maintenance 

Capex 
~$2.5Bn 

 

Annual 

 

Production 
315,000 ï 345,000 boe/d 

(excluding dispositions) 

 

341,300 boe/d 

 

Low Sustaining Capital 

Production 
~40% 

 

32% 

 

Net Debt1 $4.0 ï $4.5Bn    
(proforma dispositions) 

$6.97Bn 

1. 2016 proforma net debt calculated as net debt as of March 31, 2016, less expected proceeds from dispositions. 
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 1.0

 2.0
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 4.0

Husky -
proforma

dispositions

Cenovus Husky Suncor CNRL Imperial Encana

Sound Financial Plan 

Times 

Target D/CF 

Range 

Net Debt to Trailing Cash Flow from Operations ÅStrong balance sheet 

ÅEnhancing financial flexibility 

ÅLowering cost structure to enhance 
free cash flow profile 

ÅCapital efficient investment options 



Portfolio Overview 

Rob Peabody 



Improving Process Safety and Operational Reliability 

ÅCritical and serious incidents down 94% 

ÅTotal Recordable Incident Rate down 45% 

0.0
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Diverse Portfolio of High Quality Growth Projects 

ÅLarge asset base profitable                           

at low oil prices 

ÅOptionality for short, mid and                    

long cycle projects 

ÅGeographic and product diversity 

ÅIntegration 

Capex ô16F 
($2.1-$2.3 Billion) 

Production ô16F 
(315,000 ï 345,000 boe/d)1  

Light/Medium Oil & NGLs

Heavy Oil & Bitumen

Natural Gas Asia Pacific

Natural Gas Canada

Lloyd Value Chain

Oil Sands Value Chain

Other Downstream

Western Canada / Non Thermal

Atlantic

China

Indonesia

Corporate

1. Production guidance range excluding dispositions 
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Opportunity Rich . . . Even At Low Prices 

Price Required to Generate 10% IRR 

Gas Portfolio1,2 

(US $/mmcf  ) 

        Downstream Portfolio3              

     (IRR) 

Oil Portfolio1                                                                                                                        

(WTI US $/bbl)  

Current WTI US $49.38/bbl 

4 

10% 

 0% 

4 

1. Other than as indicated in the Advisories, 10% IRR calculations are based on 2P reserves. 
2. Gas portfolio break-even prices include assumed associated liquids prices based on US$40 WTI price scenario. 
3. Downstream portfolio IRR not directly tied to oil or gas price. See Advisories for further detail. 
4. WTI and AECO prices as of May 27, 2016.  AECO gas price converted to US$ at a CAD/USD 0.75 exchange rate. 
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Oil Portfolio

Gas Portfolio

Downstream Portfolio

10% 

Investment Flexibility  . . . Maximizing Returns 

1. IRRs for projects currently in-flight reflect go forward economics. IRRs for projects not started reflect full cycle economics. 

2. Other than as indicated in the Advisories, 10% IRR calculations are based on 2P reserves. 

3. Oil portfolio IRR calculated based on US$40 per barrel WTI price scenario. 

4. Gas portfolio IRR calculated based on $3.00 per mmcf AECO price scenario with US $40 per barrel; WTI price scenario for associated liquids. 

3 

4 

Short Cycle                                                                                                                                                           

(0 - 18 months) 

Mid Cycle                                                                                     

(18 - 36 months) 
Long Cycle                                 

(36+ months) 

1
,2

 

 0% 



12% 

40% 

2% 

36% 

10% 

Asia

Alberta

Britsh Columbia

Saskatchewan

East Coast

 Focused Diversity Minimizing Risk 

ÅGeographic and product diversity 

ÅLarge asset base, profitable at low oil prices 

ÅModest capital required for growth  

Upstream Production Mix (ô16E) 

Geography 

19% 

20% 

7% 16% 

38% 

Light/Med/NGL

NA Natural Gas

Asia Natural Gas

Heavy

Thermal/Bitumen

Products 



Integrated Portfolio 

Rob Peabody 



Midstream Transaction ï Strategic Value Creation 

ÅHusky to retain 35% ownership and operatorship  

Å1,900 kilometres of pipeline in Lloyd region 

Å4.1 million barrels of oil storage at Hardisty and 
Lloyd 

ÅOther ancillary assets 

ÅWell-funded partners fully committed for   
additional growth 

ÅPartnership has secured ~$750 million in future 
financing 

ÅLocks in next leg of capital funding for 
growth, including northern leg of SGS and 
LLB Direct 

ÅCapacity for next eight thermal projects 

 



 -

 15

 30

 45
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$/bbl 

Sustaining Capital - Downstream Sustaining Capital - Upstream

Op Costs - U.S. Refineries Transportation - Edm. to Ohio

Transportation - Sunrise to Edm. Transportation - Diluent

Royalties - Upstream Op Costs - Upgrader

Op Costs - Upstream Production

Synthetic Crude @ Edm. WCS @ Hardisty

Refined Product Price

Total cost of 

HSB: ~$16/bbl 

Full cycle cost of 

refined products: 

~$57/bbl 

Lloyd Thermal  

Value Chain 

Sunrise Value Chain 

(@  full run rates)  

Full cycle cost of 

refined products: 

~$47/bbl 

Integrated Value Chains 

Focused Integration Enhancing Returns 

ÅMaintaining heavy oil integration 

ÅManaging price differential risk 

 

ÅAll crude prices and $/bbl costs reflect 1Q/2016 averages. All values in $CAD based on 0.75  

CAD/USD exchange rate.  



Oil Sands 

John Myer 


