


CORPORATE PROFILE

Husky Energy is one of Canada’s largest integrated energy companies. It is based in Calgary,
Alberta and its common shares are publicly traded on the Toronto Stock Exchange under
the symbol HSE. The Company operates in Canada, the United States and the Asia Pacific

region with Upstream and Downstream business segments.
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HIGHLIGHTS

Financial Highlights"”

Operational Highlights

Year ended December 31 2016 2015 Year ended December 31 2016 2015
(millions of dollars except where indicated)
Gross revenue 13,224 16,801 Daily production, before royalties
Revenues, net of royalties 12,919 16,369 Thermal heavy oil/bitumen (mbbls/day) 97.4 63.1
Funds from operations®? 2,076 3,329 Non-thermal heavy oil (mbbls/day) 54.1 69.1
Per common share (dollars) Basic 2.07 338 Light and medium crude oil (mbbls/day) 63.1 80.5
Diluted 2.07 3.38 NGL (mbbls/day) 14.0 18.2
Adjusted net earnings® (655) 149 Total crude oil & NGL (mbbls/day) 228.6 2309
Net earnings 922 (3,850) Natural gas (mmcf/day) 555.9 689.0
Per common share (dollars) Basic 0.88 (3.95)  Total (mboe/day) 321.2 345.7
Diluted 0.88 (4.01)  Total proved reserves, before
Dividends royalties (mmboe)” 1,224 1,324
Per common share (dollars) Ordinary . 090®  US. Refinery net throughput (mbbis/day)? 200.4 2043
Capital expenditures® 1,705 3,005 Sﬁrgi(gﬁgftemgjdiy pgrading 1007 1086
Debt to capital employed (%) 23.2 289

(1) Results are reported in accordance with IFRS, as issued by the IASB, except where indicated.

(2) Non-GAAP measures. Please refer to Section 11.3 of the MD&A.

(3) Dividends declared for the third quarter of 2015 were issued in the form of common shares.
The quarterly common share dividend was suspended for the fourth quarter of 2015.
(4) Excludes capitalized costs related to asset retirement obligations incurred during the period.

(1) Proved reserves based on forecasted prices in accordance with NI 51-101.

(2) Husky owns 50% of the Toledo Refinery.

Highlights
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STATEMENT FROM THE CO-CHAIRS

The past year marked a milestone for Husky. The
transformation that has been under way to improve

the resilience of the business reached a critical mass.

The Company has significantly reduced its cost structure,
and continues to increase the percentage of production
coming from longer life projects with lower operating

costs and reduced sustaining capital requirements.

In line with the objective to strengthen the balance sheet, net
debt was reduced by 40 percent from $7 billion to $4 billion.
This was achieved in part by the creation of a new Midstream
partnership, which generated $1.7 billion in cash while
laying the groundwork for further expansion of the heavy

oil thermal business.

At the same time, Husky has built a deep portfolio of
investment opportunities that will continue to improve

our cost structure.

The heavy oil thermal business in Lloydminster has been at
the forefront of the Company’s transformation. Three new
Lloyd thermal projects at Edam East, Vawn and Edam West
were started up in 2016, bringing total Lloyd thermal
production to 80,700 barrels per day (bbls/day) by the

end of the year.

In Downstream, the Company strengthened the integrated
value chains that support production from the expanding
suite of Lloyd thermal developments, the Tucker Thermal
Project and the Sunrise Energy Project. New heavy oil
processing capacity was added at both Ohio refineries

to further increase flexibility and improve margins.

The Western Canada portfolio has been repositioned through
the sale of non-core production. This has resulted in a more

focused and capital efficient business.

02 Statement from the Co-Chairs

We continued to build a material business in the Asia Pacific
region with the producing Liwan Gas Project in China and the

advancement of several natural gas fields offshore Indonesia.

In the Atlantic region, we realized steady, high netback
production through existing satellite extensions and new

infill wells.

Husky's transformation into a more resilient business has
proven our mettle. We are pleased with the progress made in
strengthening the Company's financial and ratings profile and
improving profitability, in particular in the core Western

Canadian operations.

We have also seen a more stable and benign commodity price
environment over the latter part of 2016 and continuing into
2017, which we are hopeful will restore operating profitability
this year. Should these positive developments continue, the
Board will be better placed to consider re-establishing an

appropriate cash dividend policy.

The Board of Directors would like to express its appreciation
to Asim Ghosh for bringing his extensive business experience
to bear over the past seven years in reshaping and positioning
Husky for a new energy era. Under the new leadership of
Rob Peabody, the Company is well positioned to further
reduce our break-even oil price and increase our ability to

generate free cash flow.

We thank our shareholders for your support.

Victor T.K. Li Canning K.N. Fok

Co-Chairman Co-Chairman



CEO REPORT TO SHAREHOLDERS

Husky began 2016 with three primary business objectives:
to strengthen its balance sheet, lower its cost structure
and further advance a deep portfolio of projects and

investment opportunities.

Those business objectives were met. By meeting its debt
target, Husky has greatly strengthened its balance sheet. Every
new dollar invested in production is further improving the
Company's cost structure, margin capture and ability to

generate free cash flow.

In addition, Husky achieved its 2016 target of generating more
than 40 percent of production from longer life projects with
improved margins, lower sustaining capital requirements and

reduced operating costs.

Meanwhile, sustaining and maintenance costs — the amount
of spending required to keep production steady, maintain
facilities and meet regulatory requirements — are expected
to further decrease in 2017 after a 25 percent reduction in the

last two years.

Husky's application of thermal technology is providing
further value. Lloyd thermal projects, the Tucker Thermal
Project and the Sunrise Energy Project contributed to
average thermal volumes of 97,400 bbls/day, a 55 percent

increase from 2015.

Rob Peabody, President & Chief Executive Officer
Looking forward, the Company has identified more than
$20 billion worth of projects capable of generating more

than a 10 percent rate of return with oil prices in the low
$40s US WTI and a break-even in the low $30s.

The business objectives achieved in 2016 have placed Husky

on solid footing to invest in the next phase of growth.

CEO Report to Shareholders
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2016 OPERATIONAL HIGHLIGHTS

Husky made good progress in several segments of its

portfolio in 2016.

Highlights included:

« First oil from three new Lloyd thermal projects, which
added a combined 24,500 bbls/day of design capacity

- Surpassing 20,000 bbls/day at the Tucker Thermal Project

- Strong performance at the Lloydminster Upgrader and
asphalt refinery

- Commencement of the crude oil flexibility project at the
Lima Refinery

- Completion of a project at the Toledo Refinery to increase
high-TAN processing capacity to 65,000 bbls/day, supporting
production from the Sunrise Energy Project

- Four development wells drilled at the liquids-rich BD project
offshore Indonesia

- First oil from the Hibernia formation well at North Amethyst
in the Atlantic region

- Completion of an exploration and appraisal program in the

Bay du Nord discovery area of the Flemish Pass

04 CEO Report to Shareholders

Thermal Production

Lloyd Thermal Projects

With a repeatable blueprint for 5,000 bbls/day and 10,000
bbls/day projects, the long life, higher return Lloyd thermal

portfolio continues to grow.

By the end of 2016, approximately two-thirds of Husky's heavy

oil production was generated by thermal technology.

Including the Tucker Thermal Project, average annual heavy
oil thermal production increased about 40 percent in 2016,
from approximately 60,000 bbls/day in 2015 to 84,600 bbls/day
in 2016.

Site work commenced at the 10,000 bbls/day Rush Lake 2
Lloyd thermal project, with production on track for the first
half of 2019.

Three new Lloyd thermal projects with a total design capacity
of 30,000 bbls/day were sanctioned at Dee Valley, Spruce Lake
North and Spruce Lake Central. Subject to regulatory approval,

first production for all three is expected in 2020.

The Company has identified an additional 14 potential
Lloyd thermal developments representing 110,000 bbls/day
of future production capacity, and continues to explore for

further opportunities.



Tucker Thermal Project

Steaming commenced in early 2016 at the new Colony pad
at Tucker, which has similar characteristics to the heavy oil
reservoirs in the Lloydminster region. Production at Tucker

ramped up through the year and surpassed 20,000 bbls/day.

Further gains are expected as new well pads are brought
online. Tucker is scheduled to ramp up throughout 2017
and 2018 towards plant capacity of 30,000 bbls/day.

Sunrise Energy Project

Production climbed steadily in 2016, reaching year-end
volumes of more than 35,000 bbls/day from 55 producing
well pairs. Bitumen is being processed at the partner-operated

refinery in Toledo, Ohio.

Wildfires in the Fort McMurray region in May 2016 triggered
the temporary suspension of operations at Sunrise and other
oil sands operations in the region. Following the fires, steaming
of the wells resumed and production continued to increase as

steam chambers began to rebuild.

Average gross production in 2016 was approximately
26,000 bbls/day. Production will continue to ramp up
through 2017 and 2018.

Downstream
Total Downstream throughputs averaged 310,000 bbls/day,

with planned turnarounds completed at several facilities.

The Company continues to invest in increasing heavy oil

processing capacity while improving reliability and flexibility.

At the Lima Refinery, the completion of the initial stage of the
crude oil flexibility project increased heavy crude processing
capacity to approximately 10,000 bbls/day. The refinery, which
has a total throughput capacity of 160,000 bbls/day, is expected
to be processing approximately 40,000 bbls/day of heavy crude

in 2018 to further accommodate Lloyd thermal production.

The partner-operated Toledo Refinery increased its high-TAN
crude feedstock processing capacity to 65,000 bbls/day,
further supporting production from the Sunrise Energy
Project. The Company completed arrangements to lift and
market its refined products from Toledo, with first deliveries

commencing in January 2017.

Husky is the largest producer of asphalt in Western Canada,
representing five percent of total North American asphalt
production. With strong economics in place, a project to
double asphalt capacity to 60,000 bbls/day will be considered

for sanction in 2017.

CEO Report to Shareholders
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The creation of a new Midstream partnership in 2016 included
commitments to fund takeaway capacity for at least eight
additional Lloyd thermal projects, while preserving the tight
integration between the Company’s heavy oil production,
marketing and refining assets. Husky remains operator of the

assets and retains a 35 percent interest.

Husky Midstream Limited Partnership includes approximately
1,900 kilometres of pipeline, 4.1 million barrels of oil storage

capacity and other ancillary assets.

Western Canada

The Company's transformation was accelerated in 2016 with
the disposition of select legacy oil and natural gas properties
in Western Canada. Approximately 32,000 barrels of oil
equivalent per day (boe/day) of production, including royalty

interests, was sold for gross proceeds of about $1.3 billion.

A focus on fewer, more material plays has resulted in a portfolio
that now requires less sustaining and maintenance capital
and has lower administrative costs and reduced reclamation
obligations. New production from resource plays is replacing
declines from higher cost wells. The repositioned Western
Canada portfolio is now more than 70 percent gas-weighted,
which provides the supply and a natural hedge for Husky's

energy requirements at its thermal projects and refineries.

06 CEO Report to Shareholders

Asia Pacific

Husky and its partners are advancing a series of projects
and opportunities in the Asia Pacific region, including
several near-term natural gas and liquids developments

offshore Indonesia.

At the liquids-rich BD project in the Madura Strait, four
development wells were drilled and completed in 2016 with
ramp up to full sales gas rates expected in the second half

of 2017. A floating production, storage and offloading (FPSO)
vessel will process the gas and liquids from the project, with
expected net production of approximately 40 million cubic

feet per day (mmcf/day) of gas and 2,400 bbls/day of liquids.

The engineering, procurement, construction and installation
contract to develop the shallow water MDA-MBH and MDK
gas fields has been signed and the platforms are under
construction. The fields are anticipated to be brought on

production in the 2018-2019 timeframe.

Combined net sales volumes from BD, MDA-MBH and
MDK are expected to be approximately 100 mmcf/day of
gas and 2,400 bbls/day of liquids once production is fully
ramped up. A development plan has been approved for

a fifth field, and additional discoveries in the Madura Strait

are being assessed.



At the Liwan Gas Project offshore China, gross production
averaged about 224 mmcf/day, with gross sales of associated
natural gas liquids of about 14,600 bbls/day. A second subsea
pipeline was completed at Liwan to provide for additional

operating flexibility over the life of the project.

In July 2016, the Company reached an agreement with its
partners on a new pricing arrangement for sales gas from the

Liwan 3-1 and 34-2 fields. Gross take-or-pay volumes from the

fields remained unchanged in the range of 300-330 mmcf/day.

Liquids production, net to Husky, is anticipated to remain in
the range of 5,000-6,000 bbls/day.

Preliminary work is progressing on plans to tie the Liuhua 29-1

field into the Liwan infrastructure.

Atlantic
In the Atlantic region, the Company continued to add infill
wells in 2016, with new production from the North Amethyst

and South White Rose extensions.

At North Amethyst, first oil was achieved from a Hibernia
formation well beneath the main field. The well reached its
planned net peak production rate of 5,000 bbls/day in the
third quarter.

A third infill well began production at South White Rose,
with two additional White Rose infill wells planned in 2017

to support production levels in the region.

The West White Rose extension remains a key project in

Husky's portfolio and will be considered for sanction in 2017.

In the Flemish Pass Basin, the Company and its partner
wrapped up an extensive exploration and appraisal program
in the Bay du Nord discovery area, with two new oil discoveries
at the Bay de Verde and Baccalieu prospects. Preparations were
finalized for two exploration wells that are scheduled to be

drilled beginning in mid-2017.

Proving Our Mettle

Husky has made good progress in transforming its business
amidst persistent volatility in oil prices. Under the leadership of
former CEO Asim Ghosh, it has emerged from this challenging
period on exceptionally strong financial footing and with a

clear strategy.

The Company continues to improve margin capture, further
reduce its break-even and increase its ability to generate free

cash flow and return cash to shareholders.

Guided by the solid business fundamentals of a strong
balance sheet, a lower cost structure and a deep portfolio
of investment opportunities, Husky stands today a more

resilient energy company.

1%

Rob Peabody
CEO

CEO Report to Shareholders

07



BUSINESS RESULTS

Process Safety and Operational Reliability Total Recordable Injury Rate
(per 200,000 exposure hours)
Husky sharpened its focus on occupational and process safety and reliability in

0.9
2016.The Husky Operational Integrity Management System (HOIMS) promotes
safe and reliable operations to provide for efficient and consistent performance. 08 PN
The Total Recordable Injury Rate (TRIR) was 0.5. TRIR measures lost time,
0.6
restricted work, medical aid incidents and fatalities. The rate has declined in
each of the past six years. 05
0.4
Less than one critical or serious incident was recorded per 200,000 hours 2014 2015 2016
worked in 2016.
Husky worked closely with government, regulatory officials and downstream
communities following a pipeline incident in Saskatchewan. Learnings from
the investigation are being implemented to further improve operations.
Debt Reduction Net Debt
) ;. (S billions)
The Company reduced net debt to approximately $4 billion at the end of the
8.0
year from $7 billion at the beginning of 2016.
: "
As part of the debt reduction initiative, the 2016 business plan included
the fundamental principle of balancing capital expenditures with cash flow 4.0
at $30 USWTI. . .
2.0
Capital spending was $1.9 billion, including equity accounted entities. This was
approximately $200 million less than the lower end of the 2016 guidance range, 2014 2015 2016

(1) Non-GAAP measure. Please refer to

reflecting the ongoing cost reduction program and improved productivity. In Section 113 of the MDA

addition to the savings achieved, an expanded work program was completed.

Husky continues to maintain strong investment-grade credit ratings.

08 Business Results



Production

Average annual production was within guidance at 321,000 boe/day.

This takes into account the repositioning of the Western Canada portfolio
through the sale of about 32,000 boe/day of non-core production, including
royalty volumes, resulting in a more focused and capital efficient business.
Annual production does not reflect 43 mmcf/day of deferred production at the

Liwan Gas Project, for which cash was received.

Lloyd Thermal Production

Three new Lloyd thermal projects were brought online in 2016. The projects
exceeded their combined 24,500 bbls/day design capacity by 15 percent,
averaging 28,500 bbls/day in the fourth quarter.

Including the Tucker Thermal Project, which exited the year at 21,700 bbls/day,
average annual heavy oil thermal production was 84,600 bbls/day, an increase

of 41 percent over 2015.

Funds from Operations
Funds from operations in 2016 was $2.1 billion, including a pre-tax FIFO gain of
$79 million. This did not reflect $209 million in cash received as pre-payment for

future gas volumes at Liwan.

Results were impacted by challenging U.S. refining market conditions, including
narrower differentials and high finished product inventory levels, as well as

several major planned turnarounds at Husky facilities.

The average realized crude oil price was $35.78 per boe compared to $44.18

per boe in 2015.

Earnings
Net earnings were $922 million, benefiting from the one-time gains associated
with the new Midstream partnership and the dispositions in Western Canada,

as well as higher commodity prices and lower operating costs.

Adjusted net earnings were a loss of $655 million.

Production
(mboe/day)
350
300 I
- B -
200
150
100
50
2014 2015 2016

Heavy Oil Thermal Production
(mbbls/day)

100

80

60 l
40 . .

20

2014 2015 2016

Funds from Operations
(S billions)

6.0
5.0
4.0

-

2.0

1.0

2014 2015 2016

(1) Non-GAAP measure. Please refer to
Section 11.3 of the MD&A.

Business Results
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Reserves Replacement Total Proved Reserves

before Royalties (mmboe)
Total proved reserves before royalties at the end of 2016 were 1.2 billion boe, v

and probable reserves were 1.6 billion boe. The average five-year proved 1,500

reserves replacement ratio, including acquisitions and dispositions, was 121 1,200

percent, excluding economic factors (109 percent including economic factors.) 000

Taking into account the acquisitions and dispositions, which included a reduction 600

of 86 million boe of proved reserves in Western Canada, the 2016 proved reserves 300

replacement ratio was 19 percent, excluding economic factors. Including

economic factors, the proved reserves replacement ratio was 15 percent. 2012 2013 2014 2015 2016

Not including the acquisitions and dispositions, the 2016 proved reserves
replacement ratio was 92 percent, excluding economic factors. Including

economic factors, the proved reserves replacement ratio was 88 percent.
Proved reserves additions and revisions of 104 million boe reflect major

additions from Lloyd thermal projects, the Tucker Thermal Project and the

Liwan Gas Project.
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1.0 Financial Summary

1.1 Financial Position

Total Assets Total Equity Total Long-term Debt to Capital Debt to Funds
($ billions) (S billions) Debt (s billions) Employed (%) from Operations’
(times)
40 3 6 30 30
20

2les 23 I a " a
— 4 2 2

- s B m 4 m » _H N 20
& il i1l 1Rk 1’
o 10

— 2 0 10

14 15 16 14 15 16 14 15 16 14 15 16 14 15 16
1.2 Financial Performance
Net Earnings Cash Flow
(S billions) (S billions)
2 6
L _ —_—

- . (N
@ |
- 0
T s
@ - @
14 15 16 14 15 16

= Net Earnings (Loss) = Cash Provided - Operating
m Adjusted Net Earnings” = Cash Used (From) - Investing

' Debt to capital employed, debt to funds from operations and adjusted net earnings are non-GAAP measures. Adjusted net earnings was redefined in the second quarter of 2016
toequal netearnings before after-tax property, plant and equipmentimpairment (reversal), goodwillimpairment charges, exploration and evaluation asset write-downs, inventory
write-downs and loss (gain) on sale of assets. Prior periods have been revised to conform with the current period presentation. Refer to Section 11.3 for a reconciliation to the GAAP
measures.
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1.3 Total Shareholder Returns

The following graph shows the total shareholder returns compared with the Standard and Poor’s (“S&P") and the Toronto Stock

Exchange (“TSX") energy and composite indices.

Total Shareholder Returns
(%)

40
30 -
20 |
10 | [ | - _
0 n - L
(10) - N
) ol =
(30) - -
40) u
50 =
12 13 14 15 16 Five Year Five Year
Average Cumulative
™ Husky Common Shares ™ S&P/TSX Capped Energy Index S&P/TSX Composite Index Return
1.4 Selected Annual Information
(S millions, except where indicated) 2016 2015 2014
Gross revenues and Marketing and other 13,224 16,801 25122
Net earnings (loss) by business segment
Upstream 1,091 (4,254) 1,106
Downstream 342 660 363
Corporate (511) (256) 211)
Net earnings (loss) 922 (3,850) 1,258
Net earnings (loss) per share — basic 0.88 (3.95) 1.26
Net earnings (loss) per share — diluted 0.88 (4.01) 1.20
Adjusted net earnings (loss)"” (655) 149 1,992
Funds from operations” 2,076 3,329 5,535
Ordinary dividends per common share® — 0.90 1.20
Dividends per cumulative redeemable preferred share, series 1 0.73 .11 1.1
Dividends per cumulative redeemable preferred share, series 2 0.42 — —
Dividends per cumulative redeemable preferred share, series 3 1.13 1.19 —
Dividends per cumulative redeemable preferred share, series 5 1.25 0.90 —
Dividends per cumulative redeemable preferred share, series 7 1.15 0.62 —
Total assets 32,260 33,056 38,848
Net debt® 4,020 6,686 4,025

a

Adjusted net earnings and funds from operations are non-GAAP measures. Adjusted net earnings was redefined in the second quarter of 2016 to equal net earnings before after-

tax property, plant and equipment impairment (reversal), goodwill impairment charges, exploration and evaluation asset write-downs, inventory write-downs and loss (gain)
on sale of assets. Prior periods have been revised to conform with the current period presentation. Refer to Section 11.3 for a reconciliation to the GAAP measures.

(2)
3

Net debt is a non-GAAP measure. Refer to Section 11.3 for a reconciliation to the GAAP measure.

Dividends declared for the third quarter of 2015 were issued in the form of common shares. The quarterly common share dividend was suspended in the fourth quarter of 2015.

Management’s Discussion and Analysis
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2.0 Husky Business Overview

Husky Energy Inc. ("Husky” or the “Company”) is one of Canada's largest integrated energy companies and is based in Calgary, Alberta.
The Company’s common shares are listed on the Toronto Stock Exchange (“TSX") under the symbol “HSE” and the Cumulative
Redeemable Preferred Shares Series 1, Series 2, Series 3, Series 5 and Series 7 are listed under the symbols, "HSE.PR.A","HSE.PRB",
"HSE.PR.C","HSE.PR.E" and "HSE.PR.G", respectively. The Company operates in Canada, the United States and the Asia Pacific Region
with Upstream and Downstream business segments. The Company's balanced growth strategy focuses on consistent execution,
disciplined financial management and safe and reliable operations.

2.1 Upstream

Upstream includes exploration for,and development and production of, crude oil, bitumen, natural gas and natural gas liquids (“NGL")
(Exploration and Production) and marketing of the Company’s and other producers'crude oil, natural gas, NGL, sulphur and petroleum
coke, pipeline transportation, the blending of crude oil and natural gas, and storage of crude oil, diluent and natural gas (Infrastructure
and Marketing). Infrastructure and Marketing markets and distributes products to customers on behalf of Exploration and Production
and is grouped in the Upstream business segment based on the nature of its interconnected operations. The Company’s Upstream
operations are located primarily in Western Canada, offshore East Coast of Canada (Atlantic Region) and offshore China and offshore
Indonesia (Asia Pacific Region).

Profile and highlights of the Upstream segment include:

Heavy Oil

+ The heavy oil thermal portfolio, including the Tucker Thermal Project, averaged 84,600 bbls/day in 2016, compared to 59,900 bbls/
day in 2015;
First oil was achieved at the 10,000 bbls/day Edam East heavy oil thermal development in the second quarter of 2016. Production
averaged 14,900 bbls/day in December, exceeding its design capacity;

- First oil was achieved at the 10,000 bbls/day Vawn heavy oil thermal development in the second quarter of 2016. Production
averaged 11,400 bbls/day in December, exceeding its design capacity;

- First oil was achieved at the 4,500 bbls/day Edam West heavy oil thermal development in the third quarter of 2016. Production
averaged 4,200 bbls/day in December;

- First oil was achieved from the Colony formation at the Tucker Thermal Project in the Cold Lake region of Alberta in the second
quarter of 2016. Total production from the Tucker Thermal Project averaged 21,700 bbls/day in December;

+ Development continues at the 10,000 bbls/day Rush Lake 2 heavy oil thermal development, with first production expected in the
first half of 2019; and

« Three new Lloyd thermal projects with total design capacity of about 30,000 bbls/day have been sanctioned at Dee Valley, Spruce
Lake North and Spruce Lake Central. Subject to regulatory approval, first production for all three is expected in 2020.

Oil Sands

« Gross production from the Sunrise Energy Project continued to ramp-up in 2016, averaging 25,600 bbls/day (12,800 bbls/day net
Husky share) during 2016, with average annual production in 2017 expected to be in the range of 40,000 to 44,000 bbls/day (20,000
to 22,000 bbls/day net Husky share).

Asia Pacific Region

- The Liwan Gas Project, the first deepwater development offshore China, consists of three deepwater natural gas fields: Liwan 3-1,
Liuhua 34-2 and Liuhua 29-1. The Company holds a 49 percent working interest in the production sharing contract ("PSC") at the
Liwan Gas Project and operates the deepwater infrastructure;

« Combined gross production from Liwan 3-1 and Liuhua 34-2 averaged 48,800 boe/day (24,800 boe/day net Husky share) in 2016,
compared to 62,300 boe/day (38,400 boe/day net Husky share) in 2015. The decrease in the overall production is due to issues
within the buyer’s onshore pipeline network in the first quarter of 2016 and reduced buyer gas demand in 2016. The decrease in
the Company's net share of production was also due to the entitlement share of production volumes reverting back to 49 percent
in the second quarter of 2015 following the completion of exploration cost recoveries from the Liwan 3-1 field;

+ Duringthethird quarter of 2016, the Company's China subsidiary signed a Heads of Agreement ("HOA") with China National Offshore
Qil Corporation ("CNOOC") and relevant companies for the price adjustment of natural gas from the Liwan 3-1 and Liuhua 34-2
fields to set the price at Cdn. $12.50 - Cdn. $15.00 per mcf at the current exchange rates. Gross take-or-pay volumes from the fields
remain unchanged in the range of 300-330 mmcf/day. Liquids production, net to Husky, is also expected to remain in the range
of 5,000-6,000 bbls/day.The price adjustment underthe HOA s effective as of November 20,2015, and the settlement of outstanding
payment was calculated from that date;

+ The second 22-inch subsea pipeline connecting the deepwater pipeline to the central platform has been completed, tested and
placed in service. This pipeline provides operating flexibility for the deepwater infrastructure and completes the Liwan facilities to
its full design specification;

- Negotiations for the sale of gas and liquids from Liuhua 29-1, the third deepwater field, are being pursued together with CNOOGC;

14 Management's Discussion and Analysis



+ The Company holds a 40 percent working interest in the Wenchang oil field, located in the Pearl River Mouth Basin approximately

400 kilometres southwest of the Hong Kong Special Administrative Region. The PSC will expire in the fourth quarter of 2017, after
which the Company will not have a working interest in this field;
In 2015, the Company signed a PSC for the 15/33 exploration block offshore China. The 15/33 block covers approximately 155
square kilometres and is located in the Pearl River Mouth Basin in the South China Sea, approximately 140 kilometres southeast of
the Hong Kong Special Administrative Region, in water depths of approximately 80 - 100 metres. The Company is the operator of
the block during the exploration phase, with a working interest of 100 percent. In the event of a commercial discovery, its partner
CNOOC may assume a working interest of up to 51 percent during the development and production phase. The corresponding
CNOOC share of exploration cost recovery from production would be allocated to the Company;

+ The Company holds a 40 percent working interestin a joint venture company that holds the PSC for the Madura Strait Block covering
approximately 622,000 acres, offshore Indonesia. It is focused on the development of the BD, MDA, MBH, MDK and MAC fields;

+ The liquids-rich BD field, which is the first gas development the Company is advancing in Indonesia, remains on target for first
production in 2017 and is scheduled to ramp up to its full gas sales rate by the second half of 2017;

« At the MDA, MBH and MDK gas fields, the Company has secured a gas sales agreement for the MDA and MBH fields, which will be
developed in tandem. Production from the MDA, MBH and MDK gas fields is expected in the 2018 - 2019 timeframe;

« Combined net sales volumes from the BD, MDA, MBH and MDK fields are expected to be about 100 mmcf/day of gas and 2,400
boe/day of associated NGL once fully ramped up;

Longer term, the MAC field is proceeding with front-end engineering and design ("FEED”) for development and the Company has
three additional discoveries in the Madura Straight Block that are under evaluation for development;

+ The Company has a 100 percent interest in the rights to the Anugerah exploration block covering approximately two million acres.
The Anugerah exploration block is located in the East Java Basin, Indonesia approximately 150 kilometres east of the Madura Strait
Block; and

+ The Company and its joint venture partner CPC Corporation have rights to an exploration block in the South China Sea covering
approximately 7,700 square kilometres located southwest of the island of Taiwan.The Company holds a 75 percent working interest
during exploration, while CPC Corporation has the right to participate in the development program up to a 50 percent interest.

Atlantic Region

+ The Company is the operator of the White Rose field with a 72.5 percent working interest in the core field and a 68.875 percent
working interestin satellite tiebacks, including the North Amethyst, South White Rose and West White Rose extensions. The Company
has a 13 percent non-operated interest in the Terra Nova oil field;
First production was achieved from the North Amethyst Hibernia formation well in the third quarter of 2016 and an additional well
was brought into production at the South White Rose drill centre in the fourth quarter of 2016;
Engineering design and subsurface evaluation work continues at West White Rose to increase capital efficiency and improve
resource capture. The project will be considered for sanction in 2017;
In November 2016, the Canada-Newfoundland and Labrador Petroleum Board announced that the Company was the successful
bidder on two parcels of land in its 2016 land sale. The lands cover an area of 211,574 hectares and brought the Company’s
Exploration Licenses ("ELs") in the region to eight. The southwest parcel is adjacent to the White Rose field and satellite extensions,
while the other is northeast of the field and adjacent to other Company operated ELs in the Jeanne d'ArcBasin; and

+ The Company has a 35 percent non-operated working interest in five discoveries in the Flemish Pass: Bay du Nord, Bay de Verde,
Baccalieu, Harpoon and Mizzen.

Western Canada Resource Play Development
Expertise and experience exploring and developing the natural gas potential in the Alberta Deep Basin, Foothills and Northwest
Plains of Alberta and British Columbia.

Infrastructure and Marketing

« The Infrastructure and Marketing business supports Upstream production while providing integration with the Company's
Downstream assets through optimization of market access;

+ The Infrastructure and Marketing business manages the sale and transportation of the Company's Upstream and Downstream
production and third-party commodity trading volumes through access to capacity on third-party pipelines and storage facilities
in both Canada and the United States; and
Plans to expand export pipeline access and production storage opportunities to enhance market access for the Company's heavy
oil production are being evaluated.

2.2 Downstream

Downstream includes upgrading of heavy crude oil feedstock into synthetic crude oil in Canada (Upgrading), refining in Canada of
crude oil, marketing of refined petroleum products including gasoline, diesel, ethanol blended fuels, asphalt and ancillary products,
and production of ethanol (Canadian Refined Products) and refining in the U.S. of primarily crude oil to produce and market gasoline,
jet fuel and diesel fuels that meet U.S. clean fuels standards (U.S. Refining and Marketing). Upgrading, Canadian Refined Products and
U.S. Refining and Marketing all process and refine natural resources into marketable products and therefore are grouped together as
the Downstream business segment due to the similar nature of their products and services.
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Profile and highlights of the Downstream segment include:

Upgrading
+ Heavy oil upgrading facility located in Lloydminster, Saskatchewan with a throughput capacity of 82 mbbls/day.

Canadian Refined Products

- Largest marketer of paving asphaltin Western Canada with a 29 mbbls/day capacity asphalt refinery located in Lloydminster, Alberta
integrated with the local heavy oil production, transportation and upgrading infrastructure;

- Largest producer of ethanol in Western Canada with a combined 260 million litres per year of capacity at plants located in
Lloydminster, Saskatchewan and Minnedosa, Manitoba;

- Refinery at Prince George, British Columbia with throughput capacity of 12 mbbls/day producing low sulphur gasoline and ultra
low sulphur diesel;

+ Major regional motor fuel marketer with an average of 481 retail marketing locations in 2016, including bulk plants and travel
centres with strategic land positions in Western Canada and Ontario. The Company also entered into a contractual agreement with
Imperial Qil to create a single expanded truck transport network of approximately 160 sites. The agreement was approved by
Canada's Competition Bureau in June 2016 and contract closing conditions were met late in the fourth quarter 2016. Progress
continues to be made on the implementation of the agreement, and the consolidation of the two networks is expected in the
second half of 2017; and

+ The Company has started the pre-FEED work on a potential 30,000 bbls/day expansion of its asphalt processing capacity in
Lloydminster. This business continues to show strong returns through the cycle and its expansion would provide an additional
outlet for the Company's growing heavy oil thermal production.

U.S. Refining and Marketing
« Refinery in Lima, Ohio with a gross crude oil throughput capacity of 165,000 bbls/day and operating capacity of 140,000 — 165,000
bbls/day on its current crude slate. The Company continues to work on a crude oil flexibility project designed to improve reliability
at the facility and allow for the processing of up to 40,000 bbls/day of heavy crude oil feedstock from Western Canada. Current
heavy crude oil feedstock capability is up to 10,000 bbls/day. The full scope of the project is expected to be completed in 2018;
and

« A50percentinterestinthe BP-Husky Refinery in Toledo,Ohio with a nameplate capacity of 160,000 bbls/day and operating capacity
of 135,000 - 145,000 bbls/day on its current crude slate. The Company and its partner completed a feedstock optimization project
at the BP-Husky ToledoRefinery in mid-July 2016.The Refinery is now able to process approximately 65,000 bbls/day of high content
naphthenic acids ("High-TAN") crude oil to support production from the Sunrise Energy Project. The Refinery's overall nameplate
capacity remains unchanged at 160,000 bbls/day.

2.3 Divestitures

On May 25, 2016, the Company completed the sale of royalty interests representing approximately 1,700 boe/day of Western
Canada production for gross proceeds of $165 million;

On July 15, 2016, the Company completed the sale of 65 percent of its ownership interest in select midstream assets in 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 mmbbls of storage capacity at Hardisty and Lloydminster and other
ancillary assets. The assets are held by a newly-formed limited partnership, Husky Midstream Limited Partnership ("HMLP"), of which
the Company owns 35 percent, Power Assets Holdings Limited ("PAH")owns 48.75 percentand Cheung Kong Infrastructure Holdings
Limited ("CKI") owns 16.25 percent. 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; and

During 2016, the company completed the sale of approximately 30,200 boe/day of legacy crude oil and natural gas assets in
Western Canada for gross proceeds of $1.12 billion.

24  Saskatchewan Pipeline Spill Recovery Efforts

During the third quarter of 2016, a pipeline leak occurred on the south shore of the North Saskatchewan River, spilling approximately
225 m3 (+/- 10 percent) of heavy oil and diluent. Approximately 210 m* was recovered in cleanup operations completed in 2016;
and

As at December 31, 2016, total gross costs incurred in response to the spill were approximately $107 million, for which $88 million
has been recovered through insurance proceeds. Both the spill costs and insurance recoveries have been incurred by HMLP.The
Company is the operator of the assets within HMLP and holds a 35 percent interest.
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3.0 The 2016 Business Environment

The Company's operations are significantly influenced by domestic and international business environment factors including, but
not limited to the following:

- The imbalance between global crude oil supply and demand, led primarily by the growth in U.S. unconventional and the
Organization of the Petroleum Exporting Countries ("OPEC”") production, lower economic growth forecasts from emerging markets
and corresponding growthinglobal crude oilinventories, resultedin the continued weakness of key crude oil benchmarks. However,
in late 2016, OPEC came to an agreement to reduce production by 1.2 mmbbls/day from their daily production, which has led to
crude oil benchmarks showing signs of recovery in the fourth quarter;

North American natural gas benchmarks continued to be weak in 2016 due to an oversupply of natural gas in North America,
which is largely the result of technological advances in horizontal drilling and hydraulic fracturing that have unlocked significant
reserves;

- The Canadian dollar continued to be weak relative to the U.S. dollar in 2016;

In early 2016, the Alberta government adopted the recommendation of its Royalty Review Panel. The new royalty framework
preserves the existing royalty structure and rates for oil sands. It also creates a harmonized royalty formula for crude oil, natural gas
and NGL that emulates a revenue minus cost system. The new rates will be calibrated to match rates of returns that could be
expected under the existing system. The royalty changes will take effectin 2017 and only apply to new wells. Royalties on existing
wells will remain in place for 10 years;

Reduced production from the Western Canadian oil sands resulting from a temporary production interruption in May due to the
Fort McMurray wildfire;

Industry advancement in alternative and improved extraction methods have rapidly evolved in North American and international
onshore and offshore activity;

A continuing emphasis on environmental, health and safety, enterprise risk management, resource sustainability and corporate
social responsibility;

- Transportation constraints on crude oil produced in Western Canada. The oil and gas industry continues to work with stakeholders
to develop a strong network of transportation infrastructure including pipelines, rail, marine and trucks. The development of a
strong infrastructure network continues to be an important challenge for the industry in order to obtain market access for the
growing supply of crude oil from the Western Canadian oil sands;

- The increasing targets in the U.S. Renewable Fuel Standard ("RFS”) program have led to an increase in the price of Renewable
Identification Number ("RIN") credits for U.S. refiners;

- The convergence of North American and International crude oil prices has led to a decrease in crack spreads for North American
refiners; and
Continued global economic uncertainty has led to a tightening of investment from historical norms, creating greater competition
among companies within capital markets and the postponement of various capital projects.

Major business factors are considered in the formulation of the Company's short and longer term business strategy.

The Company is exposed to a number of risks inherent to the exploration, development, production, marketing, transportation,
storage and sale of crude oil, liquids-rich natural gas and related products. Fora discussion on Risk and Risk Management, see Section
7.0 and the 2016 Annual Information Form.

Commodity prices, refining crack spreads and foreign exchange rates are some of the most significant factors that affect the results

of the Company's operations. The following average benchmarks have been provided to assist in understanding the Company's
financial results.
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Average Benchmarks

Average Benchmarks Summary 2016 2015
West Texas Intermediate ("WTI") crude oil® (U.S. $/bbl) 43.32 48.80
Brent crude oil? (U.S. $/bbl) 43.69 5246
Light sweet at Edmonton (5/bbl) 52.99 57.21
Daging” (U.S. $/bbl) 40.86 49.26
Western Canada Select at Hardisty (U.S. $/bbl) 29.48 35.28
Lloyd heavy crude oil at Lloydminster (S/bbl) 32.61 39.15
WTlI/Lloyd crude blend differential (U.S. $/bbl) 13.70 1343
Condensate at Edmonton (U.S. $/bbl) 42.47 47.36
NYMEX natural gas® (U.S. $/mmbtu) 2.46 266
Nova Inventory Transfer ("NIT”) natural gas ($/GJ) 1.98 262
Chicago Regular Unleaded Gasoline (U.S. $/bbl) 56.07 67.11
Chicago Ultra-low Sulphur Diesel (U.S. $/bbl) 56.48 68.02
Chicago 3:2:1 crack spread (U.S. $/bbl) 12.74 18.62
U.S./Canadian dollar exchange rate (US.) 0.755 0.783
Canadian Equivalents®

WTI crude oil (s/bbl) 57.38 6232
Brent crude oil (s/bbl) 57.87 67.00
Daging ($/bbl) 54.12 62.91
Western Canada Select at Hardisty (S/bbl) 39.05 45.06
WTI/Lloyd crude blend differential (S/bbl) 18.15 17.15
NYMEX natural gas (s/mmbtu) 3.26 340

U Calendar Month Average of settled prices for West Texas Intermediate at Cushing, Oklahoma.

@ Calendar Month Average of settled prices for Dated Brent.

& Calendar Month Average of settled prices for Daging.

@ Western Canadian Select is a heavy blended crude oil, comprised of conventional and bitumen crude oils, blended with diluent, which terminals at Hardisty, Alberta. Quoted
prices are indicative of the Index for Western Canadian Select at Hardisty, Alberta, set in the month prior to delivery.

Prices quoted are average settlement prices during the period.

Prices quoted are calculated using U.S. dollar benchmark commodity prices and U.S./Canadian dollar exchange rates.

(5)
(©)

As an integrated producer, the Company’s profitability is largely determined by realized prices for crude oil and natural gas, marketing
margins on committed pipeline capacity and refinery margins, as well as the effect of changes in the U.S./Canadian dollar exchange
rate. All of Husky's crude oil production and the majority of its natural gas production receives the prevailing market price. The price
realized for crude oil is determined by North American and global factors. The price realized for natural gas production from Western
Canada is determined primarily by North American fundamentals since virtually all natural gas production in North America is
consumed by North American customers, predominantly in the United States. In the Asia Pacific Region, natural gas is sold to a specific
buyer with long-term contracts. For the Liwan 3-1 gas field, a price profile has been fixed for five years and then will be linked to local
benchmark pricing for the years following subject to a floor and ceiling. For the Liuhua 34-2 field, the price is fixed with a single
escalation step during the contract delivery period.

The Downstream segment is heavily impacted by the price of crude oil and natural gas, as the largest cost factor in the Downstream
segmentis crude oil feedstock, a portion of which is heavy crude oil. In the Upgrading business, heavy crude oil feedstock s processed
into light synthetic crude oil. The Company’s U.S. Refining and Marketing business processes a mix of different types of crude oil from
various sources, but the mix is primarily light sweet crude oil at the Lima Refinery and approximately 52 percent heavy crude oil
feedstock at the BP-Husky Toledo Refinery. The Company’s Canadian Refined Products business relies primarily on purchased refined
products for resale in the retail distribution network. Refined products are acquired, under supply contracts, from other Canadian
refiners at rack prices or from production from the Husky Prince George Refinery.
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Crude Oil Benchmarks

WTI, Brent and Husky Average Crude Oil Prices Average WTI and Brent
(U.S. $/bbl) (U.S. 3/bbl)
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Global crude oil benchmarks remained weak during 2016 due to the continued market imbalance between supply and demand.
While crude oil production in the U.S. has declined relative to 2015, it remained at near record levels. Towards the end of 2016, OPEC
members and some key non-OPEC producers agreed to reduce production in 2017 which has improved the outlook for global crude
oilbenchmarks. WestTexasIntermediate ("WTI") reached a low of U.S.$26.21/bblin thefirst quarter of 2016 and subsequently increased
toan average of U.S. $49.29/bbl during the fourth quarter of 2016. WTl averaged U.S. $43.32/bbl in 2016, which was weaker compared
to 2015 when WTI averaged U.S. $48.80/bbl. Brent averaged U.S. $43.69/bbl in 2016 compared to U.S. $52.46/bbl in 2015.

The price received by the Company for crude oil production from Western Canada is primarily driven by the price of WTI, adjusted to
Western Canada. The price received by the Company for crude oil production from the Atlantic Region is primarily driven by the price
of Brent and the price received by the Company for crude oil and NGL production from the Asia Pacific Region is primarily driven by
the price of Daging. A portion of the Company's crude oil production from Western Canada is classified as either heavy crude oil or
bitumen, which trades at a discount to light crude oil. In 2016, 66 percent of the Company's crude oil and NGLs production was heavy
crude oil or bitumen compared to 57 percent in 2015.

The Company's heavy crude oil and bitumen production is blended with diluent (condensate) in order to facilitate its transportation
through pipelines. Therefore, the price received for a barrel of blended heavy crude oil or bitumen is impacted by the prevailing
market price for condensate. The price of condensate at Edmonton decreased in 2016 primarily due to lower expected demand
growth from oil sands and declining market benchmarks for energy commodities.

Natural Gas Benchmarks

NYMEX Natural Gas, NIT Natural Gas and Husky Average Natural Gas Prices Average NYMEX
(U.S. $/mmbtu)

. =-\ - L

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 15 16
15 16

e Husky (U.S. $/mcf) NIT (U.S. $/GJ) === NYMEX (U.S. $/mmbtu)

North American natural gas benchmarks continued to be weak in 2016 due to an oversupply of natural gas in North America, which
is largely the result of technological advances in horizontal drilling and hydraulic fracturing which have unlocked significant reserves
that were not economical under previously applied extraction methods. The Nova Inventory Transfer ("NIT") natural gas benchmark
observed a temporary decline in the second quarter of 2016 due to reduced demand from Canadian oil sands operations, which
were impacted by the Fort McMurray wildfire.
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The price received by the Company for natural gas production from Western Canada is primarily driven by the NIT near-month contract
price of natural gas, while the price received by the Company for production from the Asia Pacific Region are covered by fixed long-
term sales contracts.

North American natural gas is consumed internally by the Company's Upstream and Downstream operations, which mitigates the
impact of weak natural gas benchmark prices on the Company's results.

Refining Benchmarks

Chicago Average Crack Spread and Husky Realized U.S. Refining Margin Average Crack Spread
(U.S. $/bbl) (U.S. $/bbl)
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e Chicago 3:2:1

The 3:2:1 crack spread is the key indicator for refining margins and reflects refinery gasoline output that is approximately twice the
distillate output. This crack spread is calculated as the price of two-thirds of a barrel of gasoline plus one-third of a barrel of distillate
fuel less one barrel of crude oil. Market crack spreads are based on quoted near-month contracts for WTI and spot prices for gasoline
and diesel and do not reflect the actual crude purchase costs nor the product configuration of a specific refinery. The Chicago Regular
Unleaded Gasoline and the Chicago Ultra-low Sulphur Diesel average benchmark prices are the standard products included in the
Chicago 3:2:1 market crack spread benchmark.

The cost of the Renewable Fuels Standard legislation has become a material economic factor for refineries in the U.S. as the market
value of RINs has risen. The 3:2:1 crack spread is a gross margin based on the prices of unblended fuels that will be blended with
biofuel. The cost of purchasing RINs or physical biofuel blending into a final gasoline or diesel has not been deducted from the Chicago
3:2:1 gross margin. The market value of gasoline or distillate that has been blended may be lower than the value of unblended
petroleum products given the value a buyer of unblended petroleum can gain by generating a RIN through blending. Husky sells
both blended fuels and unblended fuels with the goal of maximizing revenue net of RINs purchases.

The Company's realized refining margins are affected by the product configuration of its refineries, crude oil feedstock, product slates,
transportation costs to benchmark hubs and the time lag between the purchase and delivery of crude oil. The product slates produced
at the Lima and BP-Husky Toledo Refineries contain approximately 10 to 15 percent of other products that are sold at discounted
market prices compared to gasoline and distillate. The Company's realized refining margins are accounted for on a first in first out
("FIFO") basis in accordance with International Financial Reporting Standards (“IFRS”).
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Foreign Exchange

Average U.S./Canadian Dollar Exchange Rate Average U.S./Canadian
(US.$perCdn's) Dollar Exchange Rate
(US. S perCdn's)
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The majority of the Company's revenues are received in U.S. dollars from the sale of oil and gas commodities and refined products
whose prices are determined by reference to US. benchmark prices. The majority of the Company's non-hydrocarbon related
expenditures are denominated in Canadian dollars. An increase 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. In addition, changes in
foreign exchange rates impact the translation of U.S. Downstream and Asia Pacific operations and U.S. dollar denominated debt. The
Company's earnings benefited from the weakening of the Canadian dollar in 2016, which averaged U.S. $0.755 compared to U.S.
$0.783in 2015.

The Company’s fixed long-term sales contracts in the Asia Pacific Region are priced in Chinese Yuan ("/RMB”) and therefore,anincrease
in the value of RMB relative to the Canadian dollar will increase the revenues received in Canadian dollars from the sale of natural gas
commodities in the region. The Canadian dollar averaged RMB 5.01 in 2016 compared to RMB 4.92 in 2015.

Sensitivity Analysis

The following table is indicative of the impact of changes in certain key variables in 2016 on earnings before income taxes and net
earnings. The table below reflects what the expected effect would have been on the financial results for 2016 had the indicated
variable increased by the notional amount. The analysis is based on business conditions and production volumes during 2016. Each
separate item in the sensitivity analysis shows the approximate effect of an increase in that variable only; all other variables are held
constant. While these sensitivities are indicative for the period and magnitude of changes on which they are based, they may not be
applicable in other periods, under other economic circumstances or upon greater magnitudes of change.

2016 Effect on Earnings Effect on
Sensitivity Analysis Average Increase before Income Taxes” Net Earnings
($ millions) (S/share)? (S millions) (S/share)?

WTI benchmark crude oil price®® 43.32 US. $1.00/bbl 101 0.10 73 0.07
NYMEX benchmark natural gas price® 2.46 U.S. $0.20/mmbtu 14 0.01 1 0.01
WTI/Lloyd crude blend differential®© 13.70 U.S. $1.00/bbl (56) (0.06) (42) (0.04)
Canadian light oil margins 0.057 Cdn $0.005/litre 12 0.01 9 0.01
Asphalt margins 20.80 Cdn $1.00/bbl 10 0.01 8 0.01
Chicago 3:2:1 crack spread 12.74 U.S. $1.00/bbl 80 0.08 51 0.05
Exchange rate (US. $ per Cdn $)P% 0.755 US. $0.01 (45) (0.04) (33) (0.03)

a
(2
3
(4)

Excludes mark to market accounting impacts.

Based on 1,005.5 million common shares outstanding as of December 31, 2016.

Does not include gains or losses on inventory.

Includes impacts related to Brent based production.

Includes impact of natural gas consumption.

Excludes impact on asphalt operations.

Assumes no foreign exchange gains or losses on U.S. dollar denominated long-term debt and other monetary items, including cash balances.

(5
(6
¢
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4.0 StrategicPlan

The Company's strategy is to continue to develop a higher return production base, which will further lower its cost structure and
drive free cash flow growth.

The Company is building on its thermal expertise through its expanding Lloyd heavy oil thermal developments, the Tucker Thermal
Project and the Sunrise Energy Project. The integrated Downstream business maximizes margins from this thermal production while
helping shield the Company from volatile differentials. In the Asia Pacific Region, Husky continues to develop its fixed-price natural
gas business offshore China and Indonesia, further insulating the Company from commodity price instability. The Western Canada
and Atlantic Region portfolios are being rejuvenated with a balance of short to long-term opportunities that provide for higher return
production growth.

The Company'’s strategic direction by business segment is summarized as follows:

4.1 Upstream

The Company's heavy oil strategy is focused on expanding its long life, higher return Lloyd thermal production. The Company advanced
the development of its heavy oil thermal assets in 2016 with the addition of three new thermal projects with a combined nameplate
capacity of 24,500 bbls/day and is currently developing the 10,000 bbls/day Rush Lake 2 project, with expected first production in
the first half of 2019. The Company also sanctioned three new Lloyd thermal projects with a total design capacity of about 30,000
bbls/day, which are subject to regulatory approval, with expected first production for all three in 2020.

The Asia Pacific Region consists of the Liwan 3-1, Liuhua 34-2 and Liuhua 29-1 fields on Block 29/26 located offshore China, the
Wenchang oil field, the Madura Strait block BD, MDA, MBH, MDK and MAC development fields, three discoveries offshore Indonesia
and rights to additional exploration blocks in the South China Sea, offshore Taiwan and offshore Indonesia. The Liwan Gas Project,
located approximately 300 kilometres southeast of the Hong Kong Special Administrative Region, is an important component of the
Company's near term production growth strategy and a key step in accessing the burgeoning energy markets in the Hong Kong
Special Administrative Region and Mainland China. The Company, and its partner CNOOC, achieved first gas production from the
Liwan 3-1 gas field in March 2014 and from the Liuhua 34-2 gas field in December 2014. At the Liwan Gas Project, the second 22-inch
subsea pipeline connecting the deepwater pipeline to the central platform has been completed, tested and placed in service. This
pipeline provides operating flexibility for the deepwater infrastructure and completes the Liwan facilities to its full design specification.
Negotiations for the sale of gas and liquids from the Liuhua 29-1 gas field are ongoing. At the BD development, the project is on
target for first production in the 2017 timeframe and is scheduled to ramp up to its full gas sales rate by the second half of 2017.

The Sunrise Energy Project achieved steady production ramp-up, despite wildfires temporarily impacting production in the second
quarter of 2016. Total production averaged 25,600 bbls/day (12,800 bbls day net Husky share) in 2016 with annual average production
in 2017 expected to be in the range of 40,000 to 44,000 bbls/day (20,000 to 22,000 bbls/day net Husky share).

In the Atlantic Region, the Company holds interests in eight Production Licences, eight Exploration Licences and 23 Significant
Discovery Areas. Development activity continued to advance at the White Rose core field and its satellites, with first oil achieved at
the North Amethyst Hibernia formation well and an additional well brought into production at the South White Rose drill centre.
Engineering design and subsurface evaluation work continues at the West White Rose extension to increase capital efficiency and
improve resource capture, with the project being considered for sanction in 2017.In the Flemish Pass, the Company holds a 35 percent
non-operated working interest in the Bay du Nord, Bay de Verde, Baccalieu, Harpoon and Mizzen discoveries. The Company and its
partner continue to assess the commercial potential of these discoveries.In November 2016, the Canada-Newfoundland and Labrador
Petroleum Board announced that the Company was the successful bidder on two parcels of land in its 2016 land sale. The lands cover
anareaof 211,574 hectares and brought the Company's ELs in the region to eight. The southwest parcel is adjacent to the White Rose
field and satellite extensions, while the other is northeast of the field and adjacent to other Company operated ELs in the Jeanne
d'ArcBasin.

The Company'sWestern Canadaresource play strategy is toadvance developmentsin the Spirit River (predominantly Wilrich), Montney
and Duvernay formations.

The Infrastructure and Marketing business supports Upstream production while providing integration with the Company's
Downstream assets through optimization of market access. The Company plans to expand export pipeline access and product storage
opportunities to enhance market access. On July 15, 2016, the Company completed the sale of 65 percent of its ownership interest
in select midstream assets in the Lloydminster region of Alberta and Saskatchewan for gross proceeds of $1.69 billion in cash. The
Company retains a 35 percent ownership interest and remains the operator of the assets, which will provide the takeaway capacity
for another eight heavy oil thermal developments. Strategically, the deal facilitates both the expansion of Husky Lloydminster area
production and the expansion of third-party tariff business.
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4.2 Downstream

The Company's Downstream operations target three primary objectives: increasing feedstock flexibility to bring the best-priced crude
to the Company's refineries, improving flexibility in the range of its products to capitalize on opportunities and enhancing market
access toachieve the best returns. The Company's focused integration strategy helps to capture refined product pricing forits Western
Canada heavy oil, bitumen and light oil production and assists in mitigating market volatility.

Downstream operations include upgrading and refining crude oil and marketing gasoline, diesel, jet fuel, asphalt, ethanol and related
products in Canada and the United States.

The Company's strategic plans emphasize safe, reliable, cost effective operations. Toenhance crude oil processing optionality at the
Lima Refinery, the Company continued to make progress on the crude oil flexibility project targeted for completion in 2018. The
project will allow for the processing of up to 40,000 bbls/day of heavy crude oil feedstock from Western Canada, enabling the Lima
Refinery to swing between light and heavy crude oil feedstock and strengthening the Company's integration model. The first stage
of the project is now complete and the Refinery can currently process up to 10,000 bbls/day of heavy crude oil feedstock.

At the BP-Husky Toledo Refinery, the Company and its partner completed a feedstock optimization project in 2016. The Refinery is
now able to process approximately 65,000 bbls/day of High-TAN crude oil to support production from the Sunrise Energy Project.
The Refinery's overall nameplate capacity remains unchanged at 160,000 bbls/day.

43 Financial

The Company is committed to ensuring sufficient liquidity, financial flexibility and access to long-term capital to fund the Company's
growth. The Company maintains undrawn committed term credit facilities with a portfolio of creditworthy financial institutions and
other sources of liquidity to provide timely access to funding to supplement cash flow.

The Company intends to continue to maintain a healthy balance sheet to provide financial flexibility. The Company's target is to
maintain a debt to funds from operations ratio of under 2.0 times and a debt to capital employed ratio of under 25 percent, which
are both non-GAAP measures (refer to Sections 8.4 and 11.3). The Company is committed to retaining its investment grade credit
ratings to support access to debt capital markets. 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. Refer to Section 8.0 for additional information on the Company's liquidity and capital resources.
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5.0 Key Growth Highlights

The 2016 Capital Program enabled the Company to advance its near-term profitable growth projects while maintaining prudent
capital management in a weak commodity price environment.

5.1 Upstream

Heavy Oil

Heavy Oil Thermal Developments

The Company continued to advance its inventory of heavy oil thermal developments in 2016. These long-life developments are built

with modular, repeatable designs and require low sustaining capital once brought online.

The following table lists the design capacity, percentage completion and status for the Company's near-term heavy oil thermal
developments:

Heavy Oil Thermal Developments

Development Design Capacity (bbls/day) Percentage Completion Status 2016 Exit Production (bbls/day)”
Edam East 10,000 100% On production 14,900
Vawn 10,000 100% On production 11,400
Edam West 4500 100% On production 4200

@ Exit production is the average production for the month of December.

Total heavy oil thermal production, including the Tucker Thermal Project averaged 84,600 bbls/day in 2016 compared to 59,900 bbls/
day in 2015, a 41 percent increase. The increase is primarily attributed to new production from the Edam East, Vawn, and Edam West
heavy oil thermal developments in addition to steady production from the balance of the Company's other heavy oil thermal
developments, including the Tucker Thermal Project.

Total heavy oil thermal production reached an average production of 102,400 bbls/day in December.

First oil was achieved from the Colony formation at the Tucker Thermal Project in the Cold Lake region of Alberta on April 19, 2016.
Total production from the Tucker Thermal Project averaged 21,700 bbls/day in December.

Development continues at the 10,000 bbls/day Rush Lake 2 heavy oil thermal development, with first production expected in the
first half of 2019.

The Company sanctioned three new Lloyd thermal projects with total design capacity of about 30,000 bbls/day at Dee Valley, Spruce
Lake North and Spruce Lake Central. Subject to regulatory approval, first production for all three is expected in 2020.

Oil Sands

Sunrise Energy Project

Production from the Sunrise Energy Project averaged 25,600 bbls/day (12,800 bbls/day net Husky share) in 2016. Production was
temporarily impacted by the wildfire in the second quarter and averaged approximately 35,000 bbls/day (17,500 bbls/day net Husky
share) in December. The Company has introduced higher operating pressures, as approved by the Alberta Energy Regulator ("AER”),
contributing to higher steam-oil ratio ("SOR") in the short term. As a result, the Company expects improved well conformance and
production rates over the next two years.

Production is expected to continue to ramp up in 2017 with average annual production in the range of 40,000 to 44,000 bbls/day
(20,000 to 22,000 bbls/day net Husky share).
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Asia Pacific Region

China

Block 29/26

Combined gross production from Liwan 3-1 and Liuhua 34-2 averaged 48,800 boe/day (24,800 boe/day net Husky share) in 2016,
consisting of gross natural gas production of 224 mmcf/day and NGL production of 11.5 mbbls/day compared to 62,300 boe/day
(38,400 boe/day net Husky share) in 2015, consisting of gross natural gas production of 286 mmcf/day and NGL production of 14.6
mbbls/day. The decrease in production in 2016 was due to issues within the buyer’s onshore pipeline network in the first quarter,
reduced demand throughout the year and the Company's share of production volumes reverted back to 49 percent in the second
quarter of 2015 following the completion of exploration cost recoveries from the Liwan 3-1 field. The second 22-inch subsea pipeline
connecting the deepwater pipeline to the central platform has been completed, tested and placed in service. This pipeline provides
operating flexibility for the deepwater infrastructure and completes the Liwan facilities to its full design specification.

Negotiations for the sale of gas and liquids from the Liuhua 29-1 gas field are ongoing.

Block 15/33
On the 15/33 block located offshore China, the Company is continuing to plan for exploration activities and expects to drill two wells
in the 2017-2018 timeframe.

Offshore Taiwan

Analysis of the two-dimensional seismic survey data acquired in 2014 has been completed and a number of significant prospects
have been identified. The Company plans to acquire three-dimensional seismic survey data on the most attractive prospects during
2017.

Indonesia

Madura Strait

Progress continued on the shallow water gas developments during 2016. At the liquids-rich BD field, development well drilling,
completion and testing of all four wells has been completed. The facilities construction project is approximately 97 percent complete
including the installation and testing of the shallow water platform, the subsea pipeline to shore and the onshore gas metering
station. The FPSO vessel construction has been completed and the vessel is now moored at the field location in preparation for in-
situ testing and commissioning. The project is on target for first production in the 2017 timeframe and is scheduled to ramp up to
its full gas sales rate by the second half of 2017.

The Company has secured a gas sales agreement for the MDA and MBH fields, which will be developed in tandem. Negotiations of
additional gas sales agreements for the MDA, MBH and MDK gas fields are in progress. A re-tendering process for a floating production
vessel has been completed and the winning bidder was approved by SKK Migas. The vessel lease contract is being finalized and is
planned to be signed in early 2017. Tendering is also underway for related engineering, procurement, construction and installation
contracts. Production from the MDA, MBH and MDK fields is expected in the 2018 - 2019 timeframe. Combined net sales volumes
fromthe BD, MDA, MBH and MDK fields are expected to be approximately 100 mmcf/day of natural gas and 2,400 bbls/day of associated
NGLs once production is fully ramped up.

Anugerah
During 2015, the Company acquired two-dimensional and three-dimensional seismic survey data on the contract area. Results from
analysis of the data is being evaluated to confirm whether the Company will accept a future drilling commitment.

Atlantic Region

White Rose Field and Satellite Extensions

In 2016, the Henry Goodrich rig resumed operations at North Amethyst. First production was achieved from the North Amethyst
Hibernia formation well on September 15, 2016. An additional well was brought into production at the South White Rose drill centre
on November 29, 2016. The rig has since drilled an infill well at North Amethyst.

Engineering design and subsurface evaluation work continues at West White Rose to increase capital efficiency and improve resource
capture. The project will be considered for sanction in 2017.
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Atlantic Exploration

The exploration and appraisal drilling program at the Bay du Nord discovery in the Flemish Pass Basin was completed during 2016.
Since the program commenced in the fourth quarter of 2014, Husky has participated in three appraisal and four exploration wells in
and around Bay du Nord, leading to two new oil discoveries at Bay de Verde and Baccalieu and two unsuccessful wells at Bay d Espoir
and Bay du Loup.The Company holds a 35 percent non-operated working interestin the Bay du Nord, Bay de Verde, Baccalieu, Harpoon
and Mizzen discoveries. The Company and its partner continue to assess the commercial potential of these discoveries.

In November 2016, the Canada-Newfoundland and Labrador Petroleum Board announced that the Company was the successful
bidder on two parcels of land in its 2016 land sale. The lands cover an area of 211,574 hectares and brought the Company's ELs in the
region to eight. The southwest parcel is adjacent to the White Rose field and satellite extensions, while the other is northeast of the
field and adjacent to other Company operated ELs in the Jeanne d'ArcBasin.

Western Canada Resource Play Development

Oil and Natural Gas Resource Plays
Overall resource play production in Western Canada averaged approximately 34,500 boe/day in 2016, with current development
primarily focused on the Ansell multi-zone natural gas resource play.

The Company is pursuing liquids-rich natural gas development opportunities within the existing asset portfolio primarily in the Ansell
and Kakwa areas.

5.2 Downstream

Canadian Refined Products

The Company and Imperial Oil received regulatory approval from the Canadian Competition Bureau during the second quarter of
2016 to create a single expanded truck transport network of approximately 160 sites. The agreement was approved by Canada's
Competition Bureau in June 2016 and contract closing conditions were met late in the fourth quarter 2016. Progress continues to be
made on the implementation of the agreement and the consolidation of the two networks is expected in the second half of 2017.

Lima Refinery

The Company continued work on a crude oil flexibility project in 2016. The project is designed to allow for the processing of up to
40,000 bbls/day of heavy crude oil feedstock from Western Canada providing the Refinery with the ability to swing between light
and heavy crude oil feedstock. The first stage of the project was completed in 2016 and the Refinery can currently process up to
10,000 bbls/day of heavy crude oil feedstock. The full scope of the project is expected to be completed in 2018.

BP-Husky Toledo Refinery

The Company and its partner completed a feedstock optimization project at the BP-Husky Toledo Refinery in mid-July 2016. The
Refinery is now able to process approximately 65,000 bbls/day of High-TAN crude oil to support production from the Sunrise Energy
Project.

Lloydminster Asphalt Expansion

The Company has started pre-FEED work on a potential 30,000 bbls/day expansion of its asphalt processing capacity in Lloydminster
with sanctioning expected in 2017.This business continues to show strong returns through the cycle and its expansion would provide
an additional outlet for the Company's growing heavy oil thermal production.
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6.0 Results of Operations

6.1 Segment Earnings

Earnings (Loss)

before Income Taxes Net Earnings (Loss) Capital Expenditures®”
(S millions) 2016 2015 2016 2015 2016 2015
Upstream
Exploration and Production (298) (5,945) (217) (4,338) 872 2,269
Infrastructure and Marketing 1,430 115 1,308 84 54 168
Downstream
Upgrading 241 128 175 93 51 46
Canadian Refined Products 151 231 110 170 52 30
U.S. Refining and Marketing 20 306 57 397 623 425
Corporate (664) (206) (511) (256) 53 67
Total 950 (5,371) 922 (3,850) 1,705 3,005
" Excludes capitalized costs related to asset retirement obligations and capitalized interest incurred during the period.
6.2 Upstream
After Tax Earnings Variance Analysis
(S millions)
2,000 Commodity Commodity Exploration Other Operating Depletion, 1448
1,000 volume price and and depreciation [ 1,091
change change evaluation administration and m
0 2015 net of net of expense expenses  amortization 4014
(1,000) royalties royalties ] (96) 2016
(2,000)
(3,000)
(4,000) 494 Gain
. 189 241 L (loss) Infrastructure
(5,000) (4,254 - — Impairment  on sale and
(6,000) (555) (329) (61) charge ofassets  marketing
Exploration and Production
Exploration and Production Earnings Summary ($ millions) 2016 2015
Gross revenues 4,036 5374
Royalties (305) (432)
Net revenues 3,731 4,942
Purchases of crude oil and products 32 41
Production, operating and transportation expenses 1,760 2,076
Selling, general and administrative expenses 232 237
Depletion, depreciation, amortization and impairment 1,815 7,993
Exploration and evaluation expenses 188 447
Gain on sale of assets (192) (17)
Other - net 53 (34)
Share of equity investment loss 1 5
Financial items 140 139
Recovery of income taxes (81) (1,607)
Net earnings (loss) (217) (4,338)
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Exploration and Production net revenues decreased by $1,211 million in 2016 compared to 2015, primarily due to lower global crude
oil benchmark prices, lower crude oil and natural gas production in North America due to the disposition of select legacy Western
Canada crude oil and natural gas assets and lower natural gas production in the Asia Pacific Region due to lower demand and the
reversion of the Company's entitlement share of production at Liwan 3-1 to 49 percent, from approximately 76 percent in the second
quarter of 2015. The factors affecting the decline in Exploration and Production net revenues were partially offset by higher heavy oil
thermal production and lower royalties.

Production, operating, and transportation costs decreased by $316 million in 2016 compared to 2015 primarily due to cost savings
initiatives and lower energy costs.

Depletion, depreciation, amortization ('DD&A") and impairment expense decreased by $6,178 million in 2016 compared to 2015
primarily due to the recognition of a pre-tax impairment charge of $5,181 million on crude oil and natural gas assets in 2015, which
reduced the carrying value of the Company's depletable asset base in 2016 and the recognition of a pre-tax net impairment reversal
of $261 million in 2016 related to Western Canada assets.

Exploration and evaluation expenses decreased by $259 million in 2016 compared to 2015. The decrease is primarily due to a $277
million write-down of certain Western Canada resource play assets including associated unfulfilled work commitment penalties in
the third quarter of 2015, compared to an $86 million write-off in 2016 primarily due to two unsuccessful exploration wells in the
Atlantic Region and a decision by management to not pursue further evaluation of certain Oil Sands assets at this time.

Gain onsale of assets increased by $175 million in 2016 compared to 2015 due to the sale of royalty interests and select legacy Western
Canada crude oil and natural gas assets.

Recovery of income taxes decreased by $1,526 million primarily due to a $1,357 million deferred income tax recovery associated with
impairment charges recognized on crude oil and natural gas assets located in Western Canada in 2015.

Average Sales Prices Realized

Average Price Realized Average Price Realized
Crude Oil and NGL Natural Gas
(S/bbl) (s/mcf)
50 600
|
© m
30 [ ] 4.00 -
20
20 200
10
15 16 15 16
Average Sales Prices Realized 2016 2015
Crude oil and NGL ($/bbl)
Light & Medium crude oil 52.40 57.55
NGL 38.01 45.88
Heavy crude oil 30.50 37.16
Bitumen 27.63 3447
Total crude oil and NGL average 35.78 44.18
Natural gas average (S/mcf) 4.40 5.80
Total average(S/boe) 33.08 41.06

The average sales prices realized by the Company declined by 19 percent for crude oil and NGL in 2016 compared to 2015 reflecting
significant declines in global crude oil benchmarks.
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The average sales prices realized by the Company for natural gas declined by 24 percent in 2016 compared to 2015. The decrease in
realized natural gas pricing was primarily due to lower fixed priced natural gas production from the Liwan Gas Project relative to total
natural gas production and a price adjustment for natural gas from the Liwan 3-1 and Liuhua 34-2 fields, per the Heads of Agreement
("HOA") signed by the Company with CNOOC Limited in the third quarter of 2016. The price adjustment under the HOA is effective
as of November 2015 and a retroactive adjustment was recognized in the third quarter of 2016. Asia Pacific natural gas production
was also lower in 2016 due to reduced buyer demand, temporary production shut-in for the gas buyer's onshore gas pipeline
infrastructure in the first quarter of 2016 and the Company's share of production volumes reverted back to 49 percent in the second

quarter of 2015 following the completion of exploration cost recoveries from the Liwan 3-1 field.

Daily Gross Production

Production Production Production
Oil & NGL Natural Gas Combined
(mbbls/day) (mmcf/day) (mboe/day)
100 800 400
80 = l 600 [ | 300 [ | -
L - — I 400 - 200
: il nlk - -
; | l N 200 100
15 16 15 16 15 16
= Light & Medium NGL = Heavy ™ Bitumen
Daily Gross Production 2016 2015
Crude oil and NGL (mbbls/day)
Western Canada
Light & Medium crude oil 234 364
NGL 8.0 838
Heavy crude oil 54.1 69.1
Bitumen” 84.6 599
170.1 174.2
Oil Sands
Sunrise — bitumen 12.8 32
Atlantic Region
White Rose and Satellite Fields — light crude oil 28.8 321
Terra Nova - light crude oil 4.3 4.7
33.1 36.8
Asia Pacific Region
Wenchang - light crude oil 6.6 7.3
Liwan and Wenchang — NGL? 6.0 94
12.6 16.7
228.6 2309
Natural gas (mmcf/day)
Western Canada 442.4 5139
Asia Pacific Region® 113.5 1751
555.9 689.0
Total (mboe/day) 321.2 345.7

W Bitumen consists of production from heavy oil thermal developments and the Tucker Thermal Project located near Cold Lake, Alberta. Heavy oil thermal average daily gross
production was 65.4 mbbls/day and 48.4 mbbls/day for the years ended December 31, 2016 and 2015, respectively.

@ Reported production volumes include Husky's net working interest production from the Liwan Gas Project (49 percent) and an incremental share of production volumes allocated
to Husky for exploration cost recoveries. The incremental share of production volumes ceased during the second quarter of 2015 reflecting the completion of exploration cost
recoveries from the Liwan 3-1 field.
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Crude Oil and NGL Production

Crude oil and NGL production decreased by 2.3 mbbls/day or one percent compared to 2015 primarily due to divestitures of select
legacy Western Canada crude oil and natural gas assets in 2016 and natural reservoir declines from mature properties in Western
Canada and the Atlantic Region. The decreases were partially offset by strong performance from new and existing heavy oil thermal
developments and production ramp-up at the Sunrise Energy Project.

Natural Gas Production

Natural gas production decreased by 133.1 mmcf/day or 19 percent compared to 2015. In the Asia Pacific Region, natural gas
production decreased by 61.6 mmcf/day due to reduced buyer demand, temporary production shut-in forthe connection of a second
deepwater pipeline and an unscheduled isolation and temporary repair in the Liwan 3-1 field related to the gas buyer's onshore gas
pipeline infrastructure in the first quarter of 2016. Additionally, the Company's entitlement share of production volumes reverted
back to 49 percent in late May 2015 following the completion of exploration cost recoveries from the Liwan 3-1 field.

In Western Canada, natural gas production decreased by 71.5 mmcf/day primarily due to divestitures of select legacy Western Canada
crude oil and natural gas assets, reduced investment, natural reservoir declines from mature properties, strategic shut-ins due to
unfavourable economics and third-party pipeline restrictions.

Exploration and Production Revenue Mix (Percentage of Upstream Net Revenues) 2016 2015
Crude oil and NGL
Light & Medium crude oil 32% 33%
NGL 5% 6%
Heavy crude oil 15% 18%
Bitumen 25% 15%
Crude oil and NGL 77% 72%
Natural gas 23% 28%
Total 100% 100%

2017 Production Guidance and 2016 Actual

Year ended
Guidance December 31 Guidance®

Gross Production 2017 2016 2016
Canada

Light & Medium crude oil (mbbls/day) 46 - 48 56 66 - 68

NGL (mboe/day) 8-9 8 7-8

Heavy crude oil & bitumen (mbbls/day) 167-173 151 142-157

Natural gas (mmcf/day) 345-353 442 380-430
Canada total (mboe/day) 278 -288 289 279-305
Asia Pacific

Light crude oil (mbbls/day) 5-6 7 6-7

NGL (mboe/day) 8-10 6 7-8

Natural gas (mmcf/day) 171-182 114 140-150
Asia Pacific total (mboe/day) 42-46 32 36 -40
Total (mboe/day) 320-335 321 315-345

2016 production guidance does not reflect the impact of asset dispositions in Western Canada.

The Company's total production for the year ended December 31, 2016 was within the production guidance. The Company expects
that total production volumes in 2017 will be comparable to 2016. The 2017 production guidance reflects increasing thermal heavy
oil production along with increasing bitumen production from the Sunrise Energy Project and initial production from the BD liquids
rich gas field in Indonesia. The increases are anticipated to be offset by continued natural declines from mature properties in the
Atlantic Region and Western Canada and reflects the Company's decision to reduce the amount of capital in Western Canada.
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Factors that could potentially impact the Company's production performance in 2017 include, but are not limited to:
potential divestment of certain producing crude oil or natural gas properties in Western Canada;
declines in crude oil and natural gas prices which may result in the decision to temporarily shut-in production or delay capital
expenditures;
increases in crude oil and natural gas prices which may result in the decision to accelerate near-term growth projects;
performance on recently commissioned facilities, new wells brought onto production and unanticipated reservoir response from
existing fields;
unplanned or extended maintenance and turnarounds at any of the Company’s operated or non-operated facilities, upgrading,
refining, pipeline or offshore assets;
businessinterruptions due to unexpected events such as severe weather, fires, blowouts, freeze-ups, equipment failures, unplanned
and extended pipeline shutdowns and other similar events;
defaults by contracting parties whose services or facilities are necessary for the Company's production; and
operations and assets which are subject to a number of political, economic and socio-economic risks.

Royalties

Royalty rates as a percentage of gross revenues were consistent in 2016 and 2015 at eight percent. Royalty rates in Western Canada
averaged seven percent in 2016 compared to nine percent in 2015 primarily due to a higher percentage of production from thermal
projects, which are at alower royalty rate and due to lower commodity prices, which affect royalties on a sliding scale of price sensitivity.
Royalty rates in the Atlantic Region averaged 15 percent in 2016 compared to 11 percent in 2015 due to lower eligible royalty costs.
Royalty rates in the Asia Pacific Region averaged six percent in 2016 compared to five percent in 2015.

Operating Costs

(S millions) 2016 2015
Western Canada 1,413 1,692
Atlantic Region 224 225
Asia Pacific 92 97
Total 1,729 2,014
Per unit operating costs ($/boe) 14.04 15.14

Total Exploration and Production operating costs were $1,729 million in 2016 compared to $2,014 million in 2015. Total Upstream
unit operating costs averaged $14.04/boe in 2016 compared to $15.14/boe in 2015 with the decrease primarily attributable to lower
unit operating costs per boe in Western Canada.

Per unit operating costs in Western Canada averaged $14.21/boe in 2016 compared to $16.55/boe in 2015. The decrease in unit
operating costs per boe was primarily attributable to cost savings initiatives, lower energy costs and divestitures of higher operating

cost assets.

Per unit operating costs in the Atlantic Region averaged $18.48/boe in 2016 compared to $16.76/boe in 2015. The increase in unit
operating costs per boe was primarily attributable to a decrease in production.

Per unit operating costs in the Asia Pacific Region averaged $8.01/boe in 2016 compared to $5.78/boe in 2015. The increase in unit
operating costs per boe was primarily attributable to lower production at the Liwan Gas Project, partially offset by cost saving initiatives.

Exploration and Evaluation Expenses

(S millions) 2016 2015
Seismic, geological and geophysical 78 103
Expensed drilling 66 297
Expensed land 44 47
Total 188 447

Exploration and evaluation expenses in 2016 were $188 million compared to $447 million in 2015. The decrease in expense drilling
is primarily attributable to a $277 million write-down of certain Western Canada resource play assets including associated unfulfilled
work commitment penalties in the third quarter of 2015. Included in expensed land and drilling in 2016 is a pre-tax write-off of $86
million mainly related to Oil Sands and Atlantic Region assets. The decrease in seismic, geological and geophysical costs resulted from
lower seismic activity across the portfolio.
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Depletion, Depreciation, Amortization and Impairment

DD&A and impairment expense decreased by $6,178 million in 2016 compared to 2015 primarily due to the recognition of a pre-tax
impairment charge of $5,181 million on crude oil and natural gas assets, including associated goodwill, located in Western Canada
during the third quarter of 2015. The impairment charge reduced the carrying value of the Company's depletable asset base and
resulted in a lower DD&A expense per unit of production in 2016.1n 2016, the Company recognized a net pre-tax impairment reversal
of $261 million on assets located in Western Canada due to the acceleration of forecasted production and revised operational
economics, based on recent production performance and market transactions. Additionally, in 2016, production was lower from the
Liwan Gas Project, which carries a higher per unit of production DD&A expense. In 2016, total DD&A excluding impairment averaged

$17.67/boe compared to $22.28/boe in 2015.

Operating Netback”, Unit Operating Costs and DD&A® ($/boe)

Q1 Q2 Q3 Q4 Q1 Q2
15 16

e Operating Netback Operating Costs DD&A

Q3

Q4

" Operating netback is a non-GAAP measure and is equal to gross revenue less royalties, production and operating costs and transportation costs on a per unit basis. Refer to section

11.3.
@ DD&A excludes impairment and impairment reversals.

Exploration and Production Capital Expenditures

Exploration and Production capital expenditures were lower in 2016 compared to 2015 and reflect the Company's prudent capital

management in a low commaodity price environment. Exploration and Production capital expenditures were as follows:

Exploration and Production Capital Expenditures® (s millions) 2016 2015

Exploration
Western Canada 18 24
Heavy QOil 6 12
Atlantic Region 18 169
Asia Pacific Region 4 —
46 205

Development

Western Canada 116 420
Heavy Ol 335 899
Oil Sands 28 264
Atlantic Region 226 379
Asia Pacific Region 114 46
819 2,008

Acquisitions
Western Canada — 2
Heavy Ol 54
56
872 2,269

W Excludes capitalized costs related to asset retirement obligations and capitalized interest incurred during the period.

Western Canada

During 2016, $134 million (15 percent) was invested in Western Canada conventional and resource plays, compared to $446 million
(20 percent) in 2015. Capital expenditures in 2016 relate primarily to sustainment and maintenance activities and the development
of the Rainbow Lake NGL project. The decrease in capital expenditures in 2016 compared to 2015 is due to the low commodity price

environment.
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Heavy Oil

During 2016, $348 million (40 percent) was invested in Heavy Oil, compared to $965 million (42 percent) in 2015. Capital expenditures
in 2016 relate primarily to the development of the Edam East, Edam West and Vawn heavy oil thermal developments in addition to
the Colony formation at the Tucker Thermal Project. The decrease in capital expenditures in 2016 compared to 2015 reflects the
completion of thermal projects.

Oil Sands

During 2016, $28 million (three percent) was invested in Oil Sands, compared to $264 million (12 percent) in 2015. Capital expenditures
in 2016 and 2015 relate primarily to the Sunrise Energy Project. The decrease in capital expendituresin 2016 compared to 2015 reflects
the completion of Phase 1 of the Sunrise Energy Project in the third quarter of 2015.

Atlantic Region

During 2016, $244 million (28 percent) was invested in the Atlantic Region, compared to $548 million (24 percent) in 2015. Capital
expenditures in 2016 relate primarily to the development of the White Rose extension projects, including North Amethyst and South
White Rose satellite fields and further exploration and appraisal drilling in the Flemish Pass Basin. The decrease in capital expenditures
in 2016 compared to 2015 reflects the completion of the Bay du Nord delineation program in 2016.

Asia Pacific Region

During 2016, $118 million (14 percent) was invested in the Asia Pacific Region, compared to $46 million (two percent) in 2015. Capital
expenditures in 2016 relate primarily to the Liwan Gas Project. The increase in capital expenditures in 2016 compared to 2015 relates
primarily to the planned completion of a second subsea pipeline at Liwan.

Onshore drilling activity
The following table discloses the number of wells drilled in Heavy Qil, Oil Sands and Western Canada conventional and resource plays
during 2016 and 2015:

2016 2015
Wells Drilled (wells)” Gross Net Gross Net
Heavy Oil 75 75 87 86
Oil Sands®? — — 28 14
Western Canada conventional and resource plays
Gas Resource 3 2 39 29
Oil Resource — — 1 1
Conventional Oil — — 6 3
Conventional Gas — — 2 —
Enhanced Oil Recovery — — 2 2
78 77 165 135

" Excludes Service/Stratigraphic test wells for evaluation purposes.
@ Reflects Husky's 50 percent working interest in the Sunrise Energy Project.

During 2016, the Company's onshore drilling was focused primarily on Heavy Oil thermal developments. The decrease of Heavy Oil
and QOil Sands drilling and completion activity is due to the completion of three new heavy oil thermal developments in 2016 and
first oil at Sunrise Energy Project in 2015. Western Canada resource play drilling and completion activity has been curtailed due to
limited capital investment in a low commodity price environment.

Offshore drilling activity
The following table discloses the Company's offshore Atlantic Region and Asia Pacific Region drilling activity during 2016:

Region Well Working Interest Well Type
Atlantic Region Bay d'Espoir B-09 @ WI 35 percent Exploration
Atlantic Region Bay du Loup M-62 ¥ WI 35 percent Exploration
Atlantic Region Baccalieu F-89 WI 35 percent Exploration

Atlantic Region

North Amethyst E-18 12Y

WI68.875 percent

Development

Atlantic Region

South White Rose Extension J-05 4

WI68.875 percent

Development

Asia Pacific Region

Madura BD A-1

WI'40 percent

Development

Asia Pacific Region

Madura BD A-2

WI 40 percent

Development

Asia Pacific Region

Madura BD A-3

WI1'40 percent

Development

Asia Pacific Region

Madura BD A-4

WI1'40 percent

Development

' TheBaydEspoir B-09and Bay du Loup M-62 exploration wells were fully written offin the second quarter of 2016 as the wells did notencountereconomic quantities of hydrocarbons.
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2017 Upstream Capital Expenditures Program

($ millions)

Western Canada 210-225
Heavy Ol 685-720
Oil Sands 90-100
Atlantic Region 320-335
Asia Pacific Region 230-240
Total Upstream capital expenditures 1,535-1,620

" Includes capitalexpenditures expected to be incurred by the Husky-CNOOC Madura Ltd. joint venture which are classified as contribution to joint ventures in the investing activities
on the Company's Consolidated Statements of Cash Flows.

The 2017 Upstream capital expenditures program reflects the Company's prudent capital management in a weak commodity price
environment. The Company will continue its transition towards a low sustaining capital business. The Company's 2017 Upstream
capital expenditures program has been designed to remain in balance with funds from operations.

The Company has budgeted $685 - $720 million in Heavy Oil for 2017, primarily for the development of Rush Lake 2 and three newly
sanctioned Lloyd thermal projects with total design capacity of about 30,000 bbls/day at Dee Valley, Spruce Lake North and Spruce
Lake Central. The three newly sanctioned Lloyd thermal projects are subject to regulatory approval, first production for all three is
expected in 2020. The Company is making progress in its strategy to transition a greater percentage of production to long-life heavy
oil thermal production and the 2017 Upstream capital expenditures program will continue to build on this momentum.

The Company has budgeted $90 - $100 million in Oil Sands for 2017, primarily for the continued development of the Sunrise Energy
Project.

The Company has budgeted $210 - $225 million in Western Canada resource play development for 2017, primarily for development
drilling at the Spirit River formation in the Ansell and Kakwa areas.

The Company has budgeted $320- $335 million in the Atlantic Region for 2017, primarily for the continued development of the main
White Rose field and satellite extensions.

The Company has budgeted $230 - $240 million for the Asia Pacific Region in 2017, primarily for the continued development of the
Liwan Gas Project and the development of the Madura Strait Block in Indonesia.

Oil and Gas Reserves

The Company's reserves disclosure was prepared in accordance with Canadian Securities Administrators' National Instrument 51-101
"Standards of Disclosure for Oil and Gas Activities” ("NI 51-101") effective December 31, 2016 with a preparation date of January 31,
2017.

Proved and Probable Reserves at December 31:

Light Oil, Medium Oil Heavy Oil Bitumen Natural Gas Combined
& NGL (mmbbls) (mmbbls) (mmbbls) (bef) (mmboe)
400 150 2,000 4,000 3,000
| | |
300 ™ @ 1,500 3,000
— 100 mm S T B 2,000
200 I - 1,000 2000 B
5 l 1,000
100 I - - = 50 wm mm 1,000 I - = i
| I | N |
15 16 15 16 15 16 15 16 15 16

™ Proved = Probable

Note: All heavy oil thermal reserves are classified as bitumen.
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The Company'scomplete oil and gas reserves disclosure, pre