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HUSKY ENERGY INC.
707 - 8th Avenue SW.
Calgary, Alberta
T2P 1H5

NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS

NOTICE IS HEREBY GIVEN THAT the annual and special meeting (the Meeting) of holders of
common shares (Common Shares) of Husky Energy Inc. (the Cor poration) will be held in the Palomino
Ballroom, Round Up Centre, Stampede Park, Thirteenth Avenue and Third Street S.E., Calgary, Alberta
on the 19" day of April, 2007 at 10:30 am. (Calgary time), for the following purposes:

1 To receive the annual report of the Board of Directors to the shareholders and the consolidated
audited financial statements of the Corporation for the fiscal year ended December 31, 2006;

2. To elect the Board of Directors for the ensuing year;

3. To appoint KPMG LLP, Chartered Accountants, of Calgary, Alberta, as auditors of the
Corporation;

4, To consider and, if thought fit, approve amendments to the Corporation’s Incentive Stock Option
Plan; and

5. To transact such other business as may be properly brought before the Meeting or any

adjournment or adjournments thereof.

The details of all matters proposed to be put before shareholders at the Meeting are set forth in the
Management Information Circular accompanying this Notice of Meeting. At the Meeting, shareholders
will be asked to approve each of the foregoing items.

Only shareholders of record at the close of business on March 12, 2007 are entitled to notice of and to
attend the Meeting or any adjournment or adjournments thereof and to vote thereat.

DATED at the City of Calgary, in the Province of Alberta, this 13" day of March, 2007.
BY ORDER OF THE BOARD OF DIRECTORS

“James D. Girgulis’
James D. Girgulis
Vice President, Legal & Corporate Secretary

IMPORTANT

Your participation at the Meeting is important. If you do not expect to attend in person and would like
your Common Shares represented, please complete the enclosed form of proxy and return it as soon as
possible in the envelope provided for that purpose. To be valid all proxies must be deposited at the office
of the Registrar and Transfer Agent of the Corporation, Computershare Trust Company of Canada, 9"
Floor, 100 University Avenue, Toronto, Ontario M5J 2Y 1 (Attention: Proxy Department), no later than
10:30 am. (Calgary time) on April 17, 2007 or on the second last business day preceding any
adjournment of the Meeting.
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HUSKY ENERGY INC.
ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON APRIL 19, 2007
MANAGEMENT INFORMATION CIRCULAR

This Management Information Circular (Circular) is furnished in connection with the solicitation of
proxies by the management of Husky Energy Inc. (Husky or the Corporation) for use at the annual and special
meeting of the holders of common shares (the Common Shares) of the Corporation to be held on the 19" day of
April, 2007 at 10:30 am. (Cagary time), or at any adjournment or adjournments thereof (the Meeting), for the
purposes set forth in the Notice of Meeting.

Enclosed with this Circular is aform of proxy (Form of Proxy) for use at the Meeting. Each shareholder
who is entitled to attend at meetings of shareholders is encouraged to participate in the Meeting and shareholders
are urged to vote in person or by proxy. Concurrently with the mailing of this Circular to shareholders, a copy of

the Corporation’s Annua Report, containing the financial statements of the Corporation that will be presented at
the Meeting, is being mailed separately to shareholders.

The information contained in this Circular is given as of the 13" day of March, 2007, except where
otherwise indicated.

VOTING QUESTIONS AND ANSWERS
Am | entitled to vote?

You are entitled to vote if you were a holder of Common Shares as of the close of business on March 12, 2007.
Each Common Share entitles the holder to one vote.

What am | voting on?
Y ou are voting on the following business matters that are to be addressed at the Meeting:

the election of directors to the Board of Directors of the Corporation to serve until the close of the
next annual meeting of shareholders;

the appointment of KPMG LLP as auditors of the Corporation to serve until the close of the next
annual meeting; and

the approval of amendments to the Corporation’ s Incentive Stock Option Plan.
How many votes are required to pass a matter on the agenda?

A simple mgjority of the votes cast, in person or by proxy, is required for each of the matters to be addressed at the
Meeting.

What if amendments are made to these matters or if other matters are brought before the Meeting?

If you attend the Meeting in person and are eligible to vote, you may vote on such matters as you choose.



If you have completed and returned a Form of Proxy, the person named in the Form of Proxy will have
discretionary authority with respect to voting on amendments or variations to matters identified in the Notice of the
Annual and Special Meeting of Shareholders and on other matters which may properly come before the Meeting.
As of the date of this Circular, the management of the Corporation knows of no such amendment, variation or other
matter expected to come before the Meeting. If any other matters properly come before the Meeting, the persons
named in the Form of Proxy will vote on them in accordance with their best judgment.

Who is soliciting my proxy?
The management of Husky is soliciting your proxy.

Solicitation of proxies will be made primarily by mail but may aso be made by telephone or other contact, by
employees or agents of the Corporation at a nomina cost. All costs of such solicitation will be borne by the
Corporation.

How do | vote?

There are two ways you can vote your Common Shares if your Common Shares are registered in your name. You
may vote in person at the Meeting or you may complete, sign and return the enclosed Form of Proxy appointing the
named persons or some other person you choose, who need not be a shareholder, to represent you as proxyholder
and vote your shares at the Meeting.

If your shares are not registered in your name, but are held in the name of a nominee (usually a bank, trust
company, securities broker or other financial institution) you should have received a request for voting instructions
(Voting Instruction Form) from your nominee. Please note that Husky has limited access to the names of its
non-registered shareholders. If you attend the Meeting, Husky may have no record of your shareholdings or of
your entitlement to vote unless your nominee has appointed you as proxyholder. Therefore, if you wish to vote in
person at the Meeting, insert your own name in the space provided on the Voting Instruction Form and return the
same by following the instructions provided thereon. Do not otherwise complete the form as your vote will be
taken at the Meeting. Please register with the Corporation’s transfer agent Computershare Trust Company of
Canada (Computershare), upon arrival a the Meeting. If you do not intend to attend the Meeting in person,
follow the instructions on your Voting Instruction Form to vote by telephone, internet or complete, sign and mail
the Voting Instruction Form in the postage prepaid envelope provided.

When do | need to return my completed Form of Proxy?

If you desire to be represented by proxy you must deposit your completed Form of Proxy with Computershare by
no later than 10:30 am. (Calgary time) on April 17, 2007 or on the second last business day preceding any
adjournment or adjournments of the Meeting.

Who votes my shares and how will they be voted if | return a Form of Proxy?

By properly completing and returning a Form of Proxy, you are authorizing the person(s) named in the Form of
Proxy to attend the Meeting and to vote your Common Shares. You can use the enclosed Form of Proxy, or any
other proper Form of Proxy to appoint your proxyholder.

The Common Shares represented by your proxy must be voted as you instruct in the Form of Proxy. If you
properly complete and return your proxy but do not specify how you wish the votes cast, your Common Shares will
be voted as your proxyholder seesfit.

Unless contrary instructions are provided, Common Shares represented by proxies received by management
will be voted:



8 FOR the election as Director s of those nominees set out in this Circular;
8 FOR the appointment of KPMG LLP, asthe auditors of the Corporation; and

8 FOR the approval of the amendments to the Corporation’s Incentive Stock Option Plan
described in this Circular.

Can | appoint someone other than the individuals named in the enclosed Form of Proxy to vote my shares?

Yes, you have the right to appoint another person of your choice, who need not be a shareholder, to attend
and act on your behalf at the Meeting. If you wish to appoint a person other than those named in the enclosed
Form of Proxy, then strike out those printed names appearing on the Form of Proxy and insert the name of your
chosen proxyholder in the space provided.

NOTE: Itisimportant for you to ensure that any other person you appoint will attend the Meeting and is aware that
his or her appointment has been made to vote your Common Shares. Proxyholders should, on arrival at the
Meeting, present themselves to a representative of Computershare.

What if my shares areregistered in more than one name or in the name of a company?

If your Common Shares are registered in more than one name, all those persons in whose name the Common
Shares are registered must sign the Form of Proxy. If the Common Shares are registered in the name of a company
or any name other than your own, you may need to provide documentation that proves you are authorized to sign
the Form of Proxy on behalf of that company or name. If you have any questions as to what supporting
documentation is required, contact Computershare prior to submitting your Form of Proxy.

Can | revoke a proxy or voting instruction?

If you are aregistered shareholder and have returned a Form of Proxy, you may revoke it at any time prior
to the exercise ther eof by:

(8 completing and signing ancther Form of Proxy bearing a later date, and delivering it to Computershare
at the address specified above at any time up to the close of business on April 17, 2007, or, if the
Meeting is adjourned, on the second last business day preceding the day to which the Meeting is
adjourned; or

(b) delivering awritten statement, signed by you or your authorized attorney to Computershare at any time
up to the close of business on April 17, 2007, or, if the Annual Meeting is adjourned on the second | ast
business day preceding the day to which the Meeting is adjourned.

If you are a non-register ed shareholder, contact your nominee.

If you havereturned a Form of Proxy and then attend personally at the M eeting you should, on arrival at the
M eeting, contact a representative of Computershareto revoke the proxy and vote in person.

How many shares are entitled to vote?

As of February 28, 2007, there were 424,297,824 Common Shares outstanding. Each registered shareholder has
one vote for each Common Share held at the close of business on March 12, 2007.



What if the ownership of my shares has been transferred after March 12, 200772

Any transferee or person acquiring Common Shares after March 12, 2007 may, on proof of ownership of Common
Shares, demand of Computershare not later than 10 days before the Meeting that his, her or its name be included in
the list of persons entitled to attend and vote at the Meeting.

What if | have other questions?
If you have any questions regarding the Meeting or require any assistance in completing the Form of Proxy, please
contact Husky’ s transfer agent, Computershare at: Computershare Shareholder Services, 1-800-654-6253 in Canada
or in the United States at 1-514-982-7555.
PRINCIPAL HOLDERS OF VOTING SECURITIES
To the knowledge of the directors and senior officers of the Corporation, as at February 28, 2007 no person

or company beneficially owns, directly or indirectly, or exercises control or direction over, more than 10% of the
voting rights attached to all of the outstanding Common Shares of the Corporation other than as set forth below:

Number of Per centage of
Name Type of Ownership Common Shares Common Shares

L.F. Investments (Barbados) Beneficial and of 152,801,701V 36.0%

Limited Record

U.F. Investments (Barbados) Ltd. Beneficial and of 146,809,478 34.6%

Record

NOTES:

@ L.F. Investments (Barbados) Limited is 100% indirectly owned by Mr. Li Ka-shing and trusts of which members of
Mr. Li’s family are discretionary beneficiaries, and is indirectly controlled by Mr. Li through the ownership of voting
preferred shares.

@) U.F. Investments (Barbados) Ltd. is 100% indirectly owned by Hutchison Whampoa Limited of which Mr. Li Ka

shing is the Chairman. Trusts of which members of Mr. Li’s family are discretionary beneficiaries hold an indirect
37.04 % interest in Cheung Kong (Holdings) Limited, which holds an indirect 49.9% interest in Hutchison Whampoa
Limited.

BUSINESSOF THE MEETING
Consolidated Financial Statements

The audited consolidated financia statements of the Corporation for the year ended December 31, 2006 and the
Auditor’s Report for these statements will be received at the Meeting. These statements and the Auditor’s Report
are contained in the 2006 Annual Report of the Corporation, which is made available to each shareholder entitled to
receive a copy of the Notice of Annua and Special Meeting and this Circular.

Election of Directors

At the Mesting, it is proposed that 13 directors be elected until the next annual meeting of shareholders or
until their successors are elected or appointed. There are currently 13 directors of the Corporation. Pursuant to the
Business Corporations Act (Alberta), the current directors of the Corporation cease to hold office at the close of the
Meeting.



The name of each of the persons proposed to be nominated for election as a director, their biography, the
approximate number of Common Shares of the Corporation beneficially owned, directly or indirectly, or over
which voting control is exercised as of February 28, 2007 and the approximate number of deferred share units
(DSUs) held as of February 28, 2007 is set out below. The information contained herein is based upon information
furnished by the respective nominees.

Management and the Board of Directors recommend that shareholders vote FOR the election of
these nominees as directors. Unless authority to do so is withheld, the persons named in the enclosed Form
of Proxy intend to vote FOR these nominees.

Management does not contemplate that any of these nominees will be unable to serve as a director;
however, should that occur for any reason, the persons named in the Form of Proxy have the right to vote for
another nominee in their discretion, unless the shareholder has directed that the Common Shares be withheld from
voting in the election of directors. Each director elected will hold office until the close of the next annual meeting
of the Corporation or until his or her successor is elected or appointed.

LI, VICTORT.K.
(Non-Independent)

Hong Kong

Age 42

Co-Chair

Director since August 25, 2000

Common Shares. nil
DSUs: nil

FOK, CANNING K.N.
(Non-Independent)

Hong Kong

Age: 55

Co-Chair and Chair of the
Compensation Committee
Director since August 25, 2000

Common Shares. 300,000
DSUs: nil

Mr Li is Managing Director and Deputy Chairman of Cheung Kong
(Holdings) Limited (a public investment holding and project
management company).

Mr. Li is also Deputy Chairman and Executive Director of Hutchison
Whampoa Limited (an investment holding company); Executive
Director and Chairman of CK Life Sciences Int’l., (Holdings) Inc. (a
biotechnology company) and of Cheung Kong Infrastructure
Holdings Limited (an infrastructure development company);
Executive Director of Hongkong Electric Holdings Limited (a
holding company); and a director of The Hongkong and Shanghai
Banking Corporation Limited.

Mr. Li is a member of the Standing Committee of the 10th National
Committee of the Chinese People’s Political Consultative Conference
of the People’s Republic of China and he is also a member of the
Executive Committee of the Commission on Strategic Development
of the Hong Kong Special Administrative Region.

Mr. Li holds a Bachelor of Science degree in Civil Engineering and a
Master of Science degreein Structural Engineering.

Mr. Fok is Group Managing Director and Executive Director of
Hutchison Whampoa Limited.

Mr. Fok is aso a director and Chairman of Hutchison
Telecommunications International Limited (a public investment
holding company), Hutchison Harbour Ring Limited (an investment
holding company), Hutchison Telecommunications (Australia)
Limited (a telecommunications company), Partner Communications
Company Ltd. (a telecommunications company) and Hongkong
Electric Holdings Limited; a director and Deputy Chairman of
Cheung Kong Infrastructure Holdings Limited; and a director of
Cheung Kong (Holdings) Limited.

Mr. Fok holds a Bachelor of Arts degree and is a member of the
Australian Institute of Chartered Accountants.



FULLERTON, R. DONALD
(Independent)

Toronto, Ontario, Canada
Age: 75

Chair of the Audit Committee
Director since May 1, 2003

Common Shares. 5,000
DSUs: 665

GLYNN, MARTIN J.G.
(Independent)

St. Andrews, Scotland

United Kingdom

Age: 55

Member of the Audit Committee
Director since August 25, 2000

Common Shares. Nil
DSUs: 665

KINNEY, BRENT D.
(Independent)

Dubai, United Arab Emirates
Age: 64

Member of the Health, Safety
and Environment Committee
Director since August 25, 2000

Common Shares:. 33,369
DSUs: nil

KLUGE, HOLGER
(Independent)

Toronto, Ontario, Canada
Age: 65

Chair of the Health, Safety and
Environment Committee and of
the Corporate Governance
Committee.

Member of the Compensation
Committee

Director since August 25, 2000

Common Shares. 10,000
DSUs: 1,445

KOH, POH CHAN
(Non-Independent)

Hong Kong

Age: 58

Director since August 25, 2000

Common Shares. nil
DSUs: nil

Mr. Fullerton is retired and serves as a corporate director of a number
of private companies. Mr. Fullerton is also a director of the Li Ka
Shing (Canada) Foundation.

Mr. Fullerton holds a Bachelor of Arts degree.

Mr. Glynn recently retired as President and Chief Executive Officer
of HSBC Bank USA N.A.

Mr. Glynn holds a Bachelor of Arts, Honours degree and a Masters
degree in Business Administration.

Mr. Kinney is a director and Chief Executive Officer of Sky
Petroleum Inc. (a petroleum company).

Mr. Kinney is also a director of Dragon Oil plc, Western Copper
Corporation (a mineral exploration company) and Benchmark Energy
Ltd. (an oil and gas exploration company).

Mr. Kinney holds a Bachelor of Science degree and a Bachelor of
Laws degree.

Mr. Kluge is a director of Hongkong Electric Holdings Limited,
Hutchison Whampoa Limited and Shoppers Drug Mart Corporation.

Mr. Kluge holds a Bachelor of Commerce degree and a Master's
degree in Business Administration.

Ms. Koh is Finance Director, Harbour Plaza Hotel Management
(International) Ltd. (a hotel management company).

Ms. Koh is qualified as a Fellow Member (FCA) of the Institute of
Chartered Accountants in England and Wales and is an Associate of
the Canadian Ingtitute of Chartered Accountants and the Chartered
Ingtitute of Taxation in the U.K.



KWOK, EVA L.
(Independent)

Vancouver, British Columbia
Canada

Age: 64

Member of the Compensation
Committee and the Corporate
Governance Committee
Director since August 25, 2000

Common Shares: 5,000
DSUs: 1,168

KWOK, STANLEY T.L.
(Non-Independent)

Vancouver, British Columbia,
Canada

Age: 80

Member of Health, Safety and
Environment Committee
Director since August 25, 2000

Common Shares: 10,000
DSUs: nil

LAU,JOHN C.S.

(Non - Independent, Management)
Calgary, Alberta, Canada

Age: 64

Director since August 25, 2000

Common Shares: 21,356
DSUs: nil

SHAW, WAYNE E.
(Independent)

Toronto, Ontario, Canada

Age: 62

Member of the Audit Committee
and the Corporate Governance
Committee

Director since August 25, 2000

Common Shares: 8,000
DSUs: 764

Mrs. Kwok is Chairman, a director and Chief Executive Officer of
Amara International Investment Corp. (a private investment holding
company).

Mrs. Kwok is also a director of Bank of Montreal Group of
Companies, CK Life Sciences Int'l., (Holdings) Inc. and Cheung
Kong Infrastructure Holdings Limited. Mrs. Kwok is also a director
of the Li Ka Shing (Canada) Foundation.

Mrs. Kwok holds a Masters degree in Science.

Mr. Kwok is a director and President of Stanley Kwok Consultants
(an architecture, planning and devel opment company).

Mr. Kwok is also a director and President of Amara International
Investment Corp. and a director of Cheung Kong (Holdings) Limited.

Mr. Kwok holds a Bachelor of Science degree (Architecture) and an
A.A. Diploma from the Architectura Association School of
Architecture in London (England).

Mr. Lau isthe President & Chief Executive Officer of Husky Energy
Inc.

Mr. Lau holds a Bachelor of Economics degree and a Bachelor of
Commerce degree.

Mr. Shaw is a Senior Partner with Stikeman Elliott LLP, Barristers
and Solicitors. Mr. Shaw is aso a director of the Li Ka Shing
(Canada) Foundation.

Mr. Shaw holds a Bachelor of Arts degree and a Bachelor of Laws
degree.



SHURNIAK, WILLIAM
(Independent)

Limerick, Saskatchewan,
Canada

Age: 75

Deputy Chair

Director since August 25, 2000

Common Shares: 1,438
DSUs: nil

SIXT, FRANK J.
(Non-Independent)

Hong Kong

Age: 55

Member of the Compensation
Committee

Director since August 25, 2000

Common Shares: nil
DSUs: nil

Mr. Shurniak is a Non-Executive director of Hutchison Whampoa
Limited and a director and Chairman of Northern Gas Networks
Limited (a distributor of natural gas in Northern England), a private
company.

Mr. Shurniak holds an Honorary Doctor of Laws degree from the
University of Saskatchewan and from The University of Western
Ontario.

Mr. Sixt is Group Finance Director and Executive Director of
Hutchison Whampoa Limited.

Mr. Sixt is also the Chairman and a director of TOM Online Inc. and
TOM Group Limited; Executive Director of Cheung Kong
Infrastructure Holdings Limited and Hongkong Electric Holdings
Limited; a director of Hutchison Telecommunications International
Limited, Cheung Kong (Holdings) Limited, Hutchison
Telecommunications (Australia) Limited and Partner
Communications Company Ltd. Mr. Sixt is also a director of the Li
Ka Shing (Canada) Foundation.

Mr. Sixt holds a Master’s degree in Arts and a Bachelor’s degree in
Civil Law and is a member of the Bar and of the Law Society of the
Provinces of Quebec and Ontario, Canada.

Majority Voting for Directors

The Board of Directors adopted a policy which requires that any nominee for director who receives a greater
number of votes “withheld” than votes “for” his or her election as a director shall submit his or her resignation to
the Corporate Governance Committee for consideration promptly following the shareholders annual meeting. This
policy applies only to uncontested elections, meaning elections where the number of nominees for director is equal
to the number of directors to be elected. The Corporate Governance Committee shall consider the resignation and
snall recommend to the Board of Directors whether or not to accept it. The Board of Directors will consider the
recommendation of the Corporate Governance Committee and determine whether or not to accept the
recommendation within 90 days of the applicable meeting and a press release will be issued by the Corporation
announcing the Board of Directors determination. Any director who tenders his or her resignation will not
participate in any meetings to consider whether the resignation shall be accepted.



Other Public Company Director ships/Committee Appointments

The directorships and committee appointments of Husky’s directors in other public companies is set forth

below:

Director
Victor T.K. Li

Canning K.N. Fok

R. Donald Fullerton
Martin J.G. Glynn

Brent D. Kinney

Holger Kluge

Poh Chan Koh

EvalL. Kwok

Other Publicly Traded
Company Dir ector ships

Cheung Kong (Holdings) Limited

Hutchison Whampoa Limited

CK Life Sciences Int’l., (Holdings) Inc.

Cheung Kong Infrastructure Holdings
Limited

Hongkong Electric Holdings Limited

Cheung Kong (Holdings) Limited

Hutchison Whampoa Limited

Cheung Kong Infrastructure Holdings
Limited

Hutchison Telecommunications
International Limited

Hutchison Harbour Ring Limited

Hutchison Telecommunications
(Australia) Limited

Hongkong Electric Holdings Limited

Partner Communications Company
Ltd.

Nil

Nil

Sky Petroleum Inc.

Dragon Oil plc

Western Copper Corporation
Benchmark Energy Ltd.
Hutchison Whampoa Limited

Hongkong Electric Holdings Limited
Shoppers Drug Mart Corporation
Nil
CK Life Sciences Int’l., (Holdings) Inc.
Cheung Kong Infrastructure Holdings
Limited
Bank of Montreal Group of
Companies

Committee M ember ships

Remuneration Committee

Remuneration Committee and Executive

Committee

Remuneration Committee (Chair)

Remuneration Committee (Chair)
Governance, Nominations and
Compensation Committees (Chair)
Remuneration Committee (Chair)

Compensation Committee and Audit
Committee

Health, Safety and Environment
Committee

Audit Committee and Compensation
Committee

Audit Committee

Audit Committee

Audit Committee and Remuneration
Committee
Audit Committee

Audit Committee and Conduct Review
Committee

Listing
Exchange

Hong Kong
Hong Kong
Hong Kong
Hong Kong
Hong Kong

Hong Kong
Hong Kong
Hong Kong
Hong Kong®”

Hong Kong
Australian

Hong Kong
Tel Aviv

NASDAQ OTC
Bulletin Board
Dublin and
London

TSX

TSX

Hong Kong

Hong Kong
TSX

Hong Kong
Hong Kong

TSX and NYSE
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Stanley T.L. Kwok Cheung Kong (Holdings) Limited Audit Committee and Remuneration Hong Kong
Committee
John C.S. Lau Nil
Wayne Shaw Nil
William Shurniak Hutchison Whampoa Limited Audit Committee Hong Kong
Frank J. Sixt Cheung Kong (Holdings) Limited Hong Kong
Hutchison Whampoa Limited Hong Kong
Cheung Kong Infrastructure Holdings Hong Kong
Limited
Hongkong Electric Holdings Limited Hong Kong
Hutchison Telecommunications Audit Committee (Chair) Australian
(Australia) Limited
TOM Online Inc. Remuneration and Nomination Hong Kong
Committees (Chair)
Hutchison Telecommunications Hong Kong®
International Limited
TOM Group Limited Remuneration Committee (Chair) Hong Kong
Partner Communications Audit Committee (Chair) Tel Aviv
Company Ltd.
NOTE:
@ American depository shares are listed on the New Y ork Stock Exchange.

Director Compensation

During the financia year ended December 31, 2006 directors of the Corporation were paid an annual fee of
$27,000. In addition, the directors were paid a fee of $1,200 per meeting of the Board or of a Committee of the
Board attended. The directors of the Corporation are also entitled to reimbursement for out-of-pocket expenses for
attendance at meetings of the Board of Directors and any Committees of the Board of Directors. The Chairs of the
Committees of the Board of Directors were paid an annual retainer of $5,500. During the financia year ended
December 31, 2006, the directors of the Corporation earned compensation in the aggregate amount of $470,550.

Effective January 1, 2005 the Board of Directors approved the implementation of a Share Accumulation
Plan for Directors whereby the directors can elect to have the fees payable to them in the form of DSUs or used to
purchase Common Shares in the market. Directors are to elect annually whether they wish their directors fees to
be so used and can specify a portion of their directors' fees to be used for DSUs, the purchase of Common Shares
and the remaining amount of fees to be paid in cash.

Directors are expected to acquire a minimum of 5,000 Common Shares over afive year period.

At the November 18, 2006 meeting of the Board of Directors, director compensation was reviewed and
revised effective January 1, 2007, to more closaly aign director compensation with director compensation paid by
oil and gas companies of similar size and complexity. The following table shows the basis for compensation paid
in 2006 for directors, and the basis for director compensation to be paid for 2007.
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2006 Compensation 2007 Compensation
Annual Retainer $27,000 $85,000
M eeting Fee $1,200 Nil
Committee Retainer (excluding Audit Committee) Nil $5,000
Audit Committee Retainer Nil $10,000
Committee Chair Retainer (excluding Audit Committee) $5,500 $7,000
Audit Committee Chair Retainer $5,500 $15,000

The following table sets out the full dollar value of the fees paid to directors for 2006, whether received in
cash, DSUs or Common Shares.

Summary of Director Compensation for 2006

% of Total
Fees allocated
Committee to Common
Board Chair Board Committee Total Shares
Dir ector Retainer Retainer Fee  AttendanceFee  Attendance Fee Fees or DSUs
Victor T.K. Li 27,000 - 3,600 - 30,600 -
Canning K.N. Fok 27,000 5,500 4,800 2,400 39,700 -
R. Donald 27,000 5,500 4,800 6,000 43,300 100%
Fullerton
Martin J.G. Glynn 27,000 - 4,800 6,000 37,800 100%
Brent D. Kinney 27,000 - 4,800 - 31,800 -
Holger Kluge 27,000 11,000 4,800 9,600 52,400 100%
Poh Chan Koh 27,000 - 4,800 - 31,800 -
Eval. Kwok 27,000 - 4,800 7,200 39,000 100%
Stanley T.L. 27,000 - 4,800 2,400 34,200 -
Kwok
John C.S. Lau 27,000 - 4,800 - 31,800 -
Wayne E. Shaw 27,000 - 4,800 10,800 42,600 46%
William Shurniak 27,000 - 4,800 - 31,800 100%

Frank J. Sixt 27,000 - 4,800 2,400 34,200 -



12

Corporate Cease Trade Orders or Bankruptcies

None of those persons who are proposed directors of the Corporation is, or has been within the past ten
years, a director or officer of any company, including the Corporation, that, while such person was acting in that
capacity, was the subject of a cease trade or similar order or an order that denied the company access to any
exemption under securities legislation, for a period of more than 30 consecutive days, or was subject to an event
that resulted, after the director or officer ceased to be a director or officer, in the company being subject of a cease
trade or similar order or an order that denied the company access to any exemption under securities legislation, for
a period of more than 30 consecutive days, or within a year of that person ceasing to act in that capacity became
bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was subject to or instituted
any proceedings, arrangement or compromise with creditors or had a receiver, receiver manger or trustee appointed
to hold its assets, other than Eva Kwok who was a director of Air Canada in 2003 at the time it became subject to
creditor protection under the Companies Creditors Arrangement Act (Canada). In addition, Holger Kluge and
Frank Sixt were directors of vLinx Inc., a private Canadian company until April 12, 2002, which was petitioned
into bankruptcy on April 15, 2002. vLinx Inc. developed technology and software to facilitate international trade.
Canning Fok acted as a non-executive director of Peregrine Investments Holdings Limited (an investment bank)
which was put into compulsory liquidation on March 18, 1998.

Individual Penalties, Sanctions or Bankruptcies

None of those persons who are proposed directors of the Corporation (or any persona holding companies)
have, within the past ten years made a proposal under any legisation relating to bankruptcy or insolvency or was
subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver
manager or trustee appointed to hold his assets.

None of those persons who are proposed directors of the Corporation (or any persona holding companies)
have been subject to any penalties or sanctions imposed by a court relating to securities legislation or by a securities
regulatory authority or has entered into a settlement with a securities regulatory authority or been subject to any
other penalties or sanctions imposed by a court or regulatory body that would likely be considered important to a
reasonable shareholder in deciding whether to vote for a proposed director.

Appointment of Auditors

The Board of Directors upon the recommendation of the Audit Committee propose that KPMG LLP,
Chartered Accountants, of Calgary, Alberta, be appointed as auditors of the Corporation, to hold such office until
the next annual meeting of the Corporation.

The Board of Directorsrecommends that shareholders vote FOR this appointment. Unless authority
to do so is withheld, the persons named in the enclosed Form of Proxy intend to vote FOR the appointment
of KPMG LLP, Chartered Accountants, of Calgary, Alberta, as auditors of the Corporation.

Approval of Amendmentsto Incentive Stock Option Plan

The Board of Directors of the Corporation approved effective February 26, 2007, amendments to the
Corporation’s Incentive Stock Option Plan (the Plan) to:

@ increase the number of Common Shares reserved for issuance upon exercise of stock
options granted under the Plan;

(b) provide for performance vesting of stock options;

(© provide specific provisions regarding the approval of amendments to the Plan; and
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(d) extend the expiry date of stock options that would otherwise expire during trading black
outs imposed pursuant to the Corporation’'s Corporate Communications Disclosure and
Insider Trading/Reporting Policy.

The Board of Directors of the Corporation approved the foregoing amendments to the Plan subject to the
approval of the Toronto Stock Exchange (TSX) and shareholder ratification. A blacklined copy of the Plan
showing the amendments is attached to this Circular as Schedule “A”.

The maximum number of Common Shares reserved for issuance upon the exercise of stock options granted
under the Plan had been originally set at 30,000,000 Common Shares. At the February 26, 2007 meeting, the Board
of Directors approved increasing the maximum number to 42,000,000 Common Shares. Prior to February 26,
2007, 11,824,352 Common Shares had been issued or surrendered upon the exercise of previously outstanding
options. In addition, prior to February 26, 2007, there were 5,581,097 Common Shares reserved for issuance
pursuant to the exercise of outstanding but unexercised options and there remained 12,594,551 Common Shares
reserved for issuance upon the exercise of additional stock options that may be granted in the future, for atotal of
18,175,648 Common Shares remaining reserved for issuance under the Plan. Accordingly, the increase to
42,000,000 Common Shares reserved for issuance results in a further 23,824,352 Common Shares being added to
the remaining 18,175,648 Common Shares reserved for issuance under the Plan. Hence the increase in the number
of Common Shares available for the grant of options replaces 11,824,352 Common Shares issued upon the exercise
of previously outstanding options and increases the maximum number of Common Shares available for the granting
of options by 12,000,000 Common Shares.

The Board of Directors approved the increase in the number of Common Shares available to be issued as an
inducement to attract and retain top quality personnel. Prior to February 26, 2007 the number of Common Shares
reserved for issuance pursuant to the exercise of options outstanding under the Plan was approximatdy 4.3% of the
Corporation’s outstanding Common Shares as of February 26, 2007. Following the increase in the number of
Common Shares reserved under the Plan the total number of Common Shares now reserved under the Plan for
issuance upon the exercise of stock options granted pursuant to the Plan represents approximately 9.9% of the
Corporation’s outstanding Common Shares as of February 26, 2007.

The Board of Directors have implemented performance vesting of stock options to more closely align
optionholders interest in the performance of the Corporation with the interests of shareholders. New options
granted under the Plan vest under two different approaches. Of the total options granted, a specified number of the
options will continue to vest in thirds over a 3 year period while the remaining options granted may vest in one-
third increments if the Corporation’s annual total shareholder return falls within certain percentile ranks relative to
its industry peer group. Specifically, options would be exercisable as follows:

@ as to 33Y3% of the options on the first anniversary of the grant date if the percentile rank is
equal to or greater than 75 as at the end of the preceding calendar year, otherwise as to
33Y;% of the options multiplied by the percentile rank as at the end of the preceding
calendar year divided by 75 so long as the percentile rank is at or above 25;

(b) as to 33Y3% of the options on the second anniversary of the grant date if the percentile rank
is equal to or greater than 75 as at the end of the preceding calendar year, otherwise as to
33Y;% of the options multiplied by the percentile rank as at the end of the preceding
calendar year divided by 75 so long as the percentile rank is at or above 25; and

(© as to 33"3% of the options on the third anniversary of the grant date if the percentile rank is
equal to or greater than 75 as at the end of the preceding calendar year, otherwise as to
33Y;% of the options multiplied by the percentile rank as at the end of the preceding
calendar year divided by 75 so long as the percentile rank is at or above 25,
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subject to earlier vesting as may be determined by the Board of Directors in accordance with the terms of the Plan.
Any fractions will be rounded to the nearest whole number.

Where a determination in Sections (a), (b) or (c) resultsin less than 33"5% of the options vesting on each of
the first, second and third anniversaries of the grant date, as applicable, as a result of the percentile rank being less
than 50 as at the end of the applicable preceding year, then in the event the percentile rank is equal to or greater
than 50 for the 3 year period ending as at the end of the calendar year preceding the third anniversary of the grant
date, that number of options that would have vested pursuant to Sections (@), (b) or (c) if the percentile rank was 50
less the number of options that did vest in accordance with Sections (&), (b) and (c), shall vest on the third
anniversary of the grant date.

The Board of Directors have implemented amendment provisions to the Plan such that the Board of
Directors may at any time or from time to time, in its sole and absolute discretion, subject to any required approval
of any regulatory authority or stock exchange, make any amendments to the Plan without shareholder approval
other than amendments which:

@ reduce the exercise price or extend the expiry date of options granted to insiders of the
Corporation;

(b) amend the number of Common Shares issuable under the Plan;
(© add any form of financial assistance by the Corporation for the exercise of any option; or

(d) change the class of dligible persons to the Plan which would have the potential of
broadening or increasing participation by insiders of the Corporation.

The amendments to the Plan were aso implemented by the Board of Directors in response to TSX Staff
Notice #2006-0001 issued on June 6, 2006 (the TSX Notice). The TSX Notice provides that issuers have until June
30, 2007 to implement amendment procedures in their stock option plans. Issuers that have not done so by this date
will be required to obtain shareholder approval for any amendments, including amendments considered to be of a
“housekeeping” nature. The TSX Notice also provides guidance on amendments to stock option plans to deal with
situations where unexercised options will expire during a trading black out period imposed pursuant to an issuer’s
stock trading policy. In accordance with the TSX Notice the amendments to the Plan will alow for the expiry date
of outstanding options to be extended 5 business days following the lifting of the black out period where the options
expire during the black out period. In the event options expire on a date within 5 business days after the lifting of a
black out period, the expiry date of the options shall be the fifth business day following the lifting of the black out
period.

The amendments to the Plan have been approved by the TSX for ratification by the shareholders of the
Corporation as required by the rules of the TSX, and as described below. The complete text of the ordinary
resolution which management intends to place before the Meeting, for consideration and approval by shareholders
isasfollows:

“IT ISHEREBY RESOLVED as an ordinary resolution of the Corporation that:

1.  The amendments to the Corporation’s Incentive Stock Option Plan (the “Plan”)
identified in the blacklined copy of the Plan attached as Schedule “A” to the
Corporation’s Management Information Circular dated March 13, 2007 be and are
hereby ratified, confirmed and approved.

2. Any two officers or directors of the Corporation be and are hereby authorized on
behalf of and in the name of the Corporation to take all necessary steps and
proceedings, to execute, deliver and file any and all declarations, agreements,
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documents and other instruments and to do al such other acts and things, whether
under corporate seal of the Corporation or otherwise that may be necessary or
desirable to give effect to the provisions of this resolution.”

To be approved the resolution must be passed by a majority of the votes cast at the Meeting in person or by
proxy.

Management and the Board of Directors recommend that shareholders vote FOR the amendments.
Unless authority to do so is withheld, the persons named in the enclosed Form of Proxy intend to vote FOR
the amendmentsto the Cor poration’s I ncentive Stock Option Plan.

OTHER MATTERSTO BE ACTED UPON

Management knows of no matters to come before the Meeting other than the matters referred to in the
Notice of Meeting. However, if any other matters properly come before the Meeting, the accompanying proxy will
be voted on such matters in the best judgment of the person or persons voting the proxy.

EXECUTIVE COMPENSATION

The Corporation’s compensation program (the Compensation Program) is administered by the
Compensation Committee of the Board of Directors of the Corporation. Among its responsihilities, the
Compensation Committee makes recommendations to the Board with respect to compensation of the executive
officers of the Corporation and also reviews and monitors the design and competitiveness of major new
compensation programs for the Corporation and its operating subsidiaries. During 2006, no new compensation or
benefit programs were introduced.

During 2006, the members of the Compensation Committee were C.K.N. Fok, Co-Chair of the Board, H.
Kluge, E.L. Kwok and F.J. Sixt. Mr. Fok served as Chair of the Compensation Committee. The Compensation
Committee held two meetings in 2006.

Compensation Committee Report

The Compensation Program is comprised of base salary, short term incentives (annual bonuses) and long
term incentives (stock options) and is intended to attract, motivate, reward and retain the management talent needed
to achieve the Corporation’ s business objectives. Based on a pay-for-performance philosophy, it rewards executive
officers on the basis of individual performance and achievement of corporate objectives.

The Corporation participates in annual executive compensation surveys (the Surveys), conducted by
independent consultants. The Surveys look at salaries and other incentive programs in effect at comparative oil and
gas companies in Canada and are employed as a reference by the Compensation Committee to assess the
competitiveness of the Corporation’s executive compensation programs. In the case of executive officers,
compensation has been targeted at the 50" percentile of the remuneration paid to executives who operate in similar
business environments and whose positions are of similar size, scope and complexity.

Base Salary

The base salary of the President & Chief Executive Officer, and of each of the other executive officers, is
determined by the Compensation Committee based on the level of responsibility and the experience of the
individual, the relative importance of the position to the Corporation and the performance of the individual over
time. Remuneration is determined following a review of a comparative group of similar sized Canadian oil and gas
companies. The Compensation Committee considers that a competitive base salary for all employees of the
Corporation is a key factor in achieving and maintaining the Corporation’s desired competitive positioning in the
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oil and gas industry. The Corporation uses a variety of salary surveys to assess the competitiveness of its salary
ranges for employees at large. In addition, the Corporation retained Towers Perrin and Hamilton Hall Soles/Ray &
Berndtson to provide specific recommendations on executive comparisons to ensure the competitiveness of the
Corporation’s compensation practices. The Compensation Committee reviewed these recommendations in making
its decisions on base salary for executives. The Corporation paid Towers Perrin and Hamilton Hall SolesRay &
Berndtson $65,088 and $34,102, respectively, for the services they provided the Corporation in 2006.

Short-term Incentive Program

The purpose of the corporate bonus plan is to relate a component of compensation directly to the
achievement of annual results from a corporate, business unit and individual standpoint. Awards are based on
overall performance and each executive is assessed on the same consistent basis with bonuses being determined
only after the Corporation’s financial results for the preceding financial year are known.

Long-term Incentive Compensation (Incentive Sock Option Plan)

The Corporation has an Incentive Stock Option Plan which is designed, through the grant of stock options
in the appropriate circumstances, to reward key employees and executives in relation to share price performance.
The Plan is an integral component of the Corporation’s total compensation program in terms of attracting and
retaining key employees and enhances shareholder value by aligning the interests of executives with the growth and
profitability of the Corporation. The longer term focus of this compensation element complements and balances the
short term incentive plan.

Pursuant to the Plan, the Board of Directors may, on the recommendation of the Compensation Committee,
grant from time to time to officers and employees of the Corporation (each an Eligible Per son) options to purchase
Common Shares of the Corporation. Executive officers do not receive options on an annual basis. The exercise
price at which Common Shares may be purchased pursuant to an option is established at the time such option is
granted and will be the weighted average trading price per Common Share on the TSX for the five days preceding
the grant date. The term of each option is five years subject to the Board of Directors determining at the time of
grant that a particular option will have a shorter or longer term provided that no term shall exceed 10 years.
Options will vest as to one-third on each anniversary date of the date of grant of the options, subject to the right of
the Board of Directors to determine at the time of grant that particular options will be exercisable in whole or in
part on earlier dates and to determine after the grant date that a particular option will be exercisable in whole or in
part on earlier dates for any reason, including the occurrence of a proposal by the Corporation or any other person
or company to implement a transaction that would, if implemented, result in a change of control (as defined in the
Plan). The maximum number of Common Shares that may be reserved for issuance pursuant to options granted
under the Plan is presently fixed at 30,000,000 which represents approximately 7% of the Corporation’s
outstanding Common Shares as of December 31, 2006. The maximum number of Common Shares that may be
optioned to any one Eligible Person under the Plan together with all other previously established or proposed
options, shall not exceed 1% of the total number of Common Shares issued and outstanding on a non-diluted basis.
The maximum number of Common Shares which may be reserved for issue pursuant to options granted to insiders
under the Plan together with all other previoudy established or proposed share compensation arrangements, in
aggregate shall not exceed 10% of the total number of issued and outstanding Common Shares on a non-diluted
basis. The number of Common Shares which may be issuable under the Plan, together with all of the Corporation’s
other previously established or proposed share compensation arrangements within a one-year period: (i) to insiders
in aggregate, shall not exceed 10% of the issued and outstanding Common Shares; and (ii) to any one Eligible
Person who is an insider, shall not exceed 1% of the issued and outstanding Common Shares. The options are not
assignable and terminate immediately upon the Eligible Person being dismissed from his or her employment for
cause or resigning at the request of the Corporation, or terminate after 90 days upon the Eligible Person resigning
his or her office or employment (other than at the request of the Corporation) or is dismissed without cause. In the
event of death any options that have vested at the date of death may be exercised by the legal representatives of the
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Eligible Person during the period ending 12 months after the death of the Eligible Person. Any materia
amendments to the Plan require shareholder approval in accordance with the rules of the TSX.

On June 1, 2004 the Board of Directors approved amendments to the Plan which allow Eligible Persons to
surrender their options to the Corporation in consideration of the receipt by the Eligible Person of an amount in
cash equal to the excess of the aggregate fair market value of the Common Shares able to be purchased pursuant to
the vested and exercisable portion of such options on the date of surrender over the aggregate exercise price for
those Common Shares pursuant to those options. The fair market value on any date of the Common Shares is
determined to be the weighted average trading price of the Common Shares on the stock exchange on which the
Common Shares are listed and posted on the date on which board lots of the Common Shares have traded preceding
the date of surrender of the options. Asrequired by the rules of the TSX, upon the surrender of options the number
of Common Shares reserved for issuance under the Plan is to be reduced by the number of options so surrendered.
Shareholder approval of the amendments to the Plan was not required in accordance with the rules of the TSX
governing share compensation arrangements.

On February 16, 2006 the Board of Directors amended the Plan to remove non-executive directors from the
definition of “Eligible Person” in the Plan. As a result, the Plan no longer provides that non-executive directors
may receive stock options pursuant to the Plan. Since the inception of the Plan, no stock options have been granted
to non-executive directors.

On February 26, 2007 the Board of Directors further amended the Plan to (i) increase the number of
Common Shares reserved for issuance upon exercise of stock options granted under the Plan; (ii) provide for
performance vesting of options; (iii) include specific anending provisions; and (iv) to extend the expiry date of
stock options that would otherwise expire during trading black outs imposed pursuant to the Corporation’s
Corporate Communications, Disclosure and Insider Trading/Reporting Policy. See “Matters to be Considered at
the Meeting - Approval of Amendments to Incentive Stock Option Plan”.

Benefit Plans

Along with al other employees the executive officers participate in the benefit plans provided by the
Corporation. There are no specia supplemental pension or benefits plansin place for any of the executive officers.
The Corporation has a 5% Savings Plan for all employees, including the executive officers. Additionally, the
executive officers receive a monthly vehicle allowance.

Compensation of the President & Chief Executive Officer

The compensation of John C.S. Lau, the President & Chief Executive Officer, is determined by the
Compensation Committee and is based on the achievement of specific corporate and personal performance related
objectives, such as:

Increase gross oil and gas production year over year as the main revenue driver for Husky.
Production increased 14% to 360,000 boe per day;

Increase earnings and cash flow from operations. Net earnings increased 36% to $2.7 billion and
cash flow from operations 19% to $4.5 hillion;

Develop and implement Husky's strategic plan designed to enhance the Corporation’s long range
growth; to provide sustained profitability, diversification and improve shareholder value which
takes into account the opportunities and risks of the business. The Tucker Oil Sands project was
completed on schedule and under budget. The Sunrise Oil Sands project commenced front-end
engineering design and the Corporation continues to evaluate alternatives for the downstream
portion of the project. The East Coast White Rose project brought a sixth production well
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onstream and the 2006 delineation program contributed to possible reserves of 138 million barrels
of light crude oil. International expansion of the Corporation’s offshore acreage in the South China
Sea continued with the signing of three petroleum contracts with CNOOC. Husky also made a
potentialy significant hydrocarbon discovery at Liwan. Husky also completed the Lloydminster
ethanol plan in 2006;

Increase shareholder value year over year as reflected in the share price for Husky. The
Corporation's market capitalization increased from $25 billion to $33 billion with the
Corporation’s share price out performing the Canadian Integrated group by 253.6%.

In addition to the above objectives, there are other specific objectives set out annualy on a segmented
business unit basis, such as the successful implementation of the White Rose project, receiving AEUB approval for
the commercial application of the Sunrise Oil Sands project and the replacement of Western Canada production.

Mr. Lau’s compensation package contains significant pay at risk with base salary comprising less than 50%
of his total compensation. According to the Surveys, Mr. Lau’'s base salary in 2006 was around the 75" percentile
of his peer group. On a total compensation basis his compensation dropped to around the 25" percentile largely
impacted by differences in long term incentive programs and pension arrangements between the Corporation and its
comparator group.

The foregoing report is respectfully submitted to the shareholders of the Corporation by the Compensation
Committee.

MEMBERS

Canning K.N. Fok, Chair
Holger Kluge

EvalL. Kwok

Frank J. Sixt

Performance Graph

The following performance graph compares the Corporation’s cumulative total shareholder return on
Common Shares over the period from December 31, 2001 to December 31, 2006, assuming a $100 initial
investment and the reinvestment of all dividends, with the cumulative total shareholder return on the S& PITSX
Composite Index and the S& P/TSX Energy Index.
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Dec. 31, 2001 | Dec. 31,2002 | Dec. 31,2003 | Dec. 31,2004 | Dec. 31,2005 | Dec. 31, 2006
Husky 100 102 155 229 405 551
S& PITSX Composite 100 86 107 120 147 168
Index®
S& PITSX Energy 100 111 138 177 283 287
Index®
NOTES:
1) Formerly the TSE 300 Index.
@) The Corporation has previously provided a comparison to the TSX Integrated Oils Index. The calculation of the TSX

Integrated Oils Index was discontinued by the TSX in May 2003 and then was calculated by Bloomberg as the TSX
Integrated Oil Index. Bloomberg discontinued the calculation of this index in 2004. Hence the Corporation is
providing a comparison to the S& P/TSX Energy Index from December 31, 2001.

Senior Executive Compensation

The following table details compensation information for the three financial years of the Corporation ended
December 31, 2006 for the Corporation’s President & Chief Executive Officer, John C.S. Lau, the Corporation’s
Vice President & Chief Financial Officer, Douglas S. Fraser and the Corporation’s three most highly compensated
executive officers as at December 31, 2006, namely Donald R. Ingram, Senior Vice President, Midstream and
Refined Products, Robert J. Peabody, Chief Operating Officer and Robert S. Coward, Vice President, Western
Canadian Conventiona Production (collectively, the Named Executive Officers).
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Summary Compensation Table

Long Term
Annual Compensation Compensation Awards
Securities
Other Annual Under All Other Total
Salary Bonus®  Compensation® Options® Compensation®®  Compensation®”
Name and Position Y ear $ $ # $ $
John C.S. Lau 2006 1,212,500 3,300,000 144,561 - 166,000 4,823,061
President & Chief 2005 1,075,000 3,022,000 117,055 420,000 148,000 4,362,055
Executive Officer 2004 977,500 1,520,000 41,921 640,000 134,600 2,674,021
Douglas S. Fraser @ 2006 375,000 - 25,449 100,000 18,750 419,199
Vice President &
Chief Financid
Officer
Donad R. Ingram 2006 395,500 250,000 32,691 - 54,920 733,111
Senior Vice 2005 376,500 257,640 25,152 100,000 52,160 711,452
President, 2004 353,750 167,200 24,865 120,000 48,900 594,715
Midstream &
Refined Products
Robert J. Peabody(z) 2006 650,000 150,000 31,118 185,000 44,688 875,806
Chief Operating
Officer
Robert S. Coward 2006 343,751 200,000 32,748 - 47,500 623,999
Vice President, 2005 318,751 216,500 24,027 57,500 44,000 603,278
Western Canadian 2004 293,000 156,000 23,725 75,000 40,320 513,045
Conventiona
Production
NOTES:

@

@

©)

4
©)

(6)

U]

Mr. Fraser was appointed Vice President & Chief Financial Officer effective April 3, 2006 and he departed from
Husky on January 17, 2007. His 2006 compensation represents annualized compensation.

Mr. Peabody was appointed Chief Operating Officer effective January 17, 2006. His 2006 compensation represents
annualized compensation.

Bonuses are based on performance in the year prior to the year in which they are paid. The bonuses disclosed in the
table for each year were earned in respect of performance for that year although paid in the following year. Bonuses
for the Named Executive Officers for performance in 2006 are paid effective April 1, 2007.

Includes parking, vehicle allowance and any unused vacation payouts, if applicable.

The 2004 option grants include previously granted options which were repriced effective September 3, 2003 (except
for Mr. Coward who had previously exercised all of his options which were repriced effective September 3, 2003) and
November 29, 2004. The figures for 2005 represent remaining options held which were repriced effective November
23, 2005.

Represents company contributions to the savings plan and defined contribution pension plan on behalf of the Named
Executive Officers.

Represents the aggregate of Salary, Bonus, Other Annual Compensation and All Other Compensation.
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Option Grants During the Most Recently Completed Financial Y ear

The following table sets forth information in respect of all stock options granted during the fiscal year
ended December 31, 2006 to the Named Executive Officers.

Option Grants During the Most Recently Completed Financial Y ear

Market value of
securities
% of Total Exercise or underlying
Securitiesunder OptionsGranted Base Price per Optionson the
Options to Employeesin Security Date of Grant
Name Granted (#) Financial Year ($/Security) ($/Security) Expiration Date
John C.S. Lau - - - - -
Douglas S. Fraser 100,000 11.5% 73.80 73.80 April 17, 2011
Donald R. Ingram - - - - -
Robert J. Peabody 185,000 21.3% 67.63 67.63 February 15, 2011

Robert S. Coward - - - - -

@ These options were granted after being hired by the Corporation.

Aggregated Option Exercises During the Most Recently Completed Financial Year End and Financial Year
End Option Values

The following table sets forth information in respect of aggregated option exercises by the Named
Executive Officers during the year ended December 31, 2006 together with the number and value of unexercised
options held as at December 31, 2006.
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Aggregated Option Exercises During the Most Recently Completed
Financial Year End and Financial Year End Option Values

Unexer cised Value of Unexer cised
Options At In-The-Money
Securities Financial Year Options at Financial
Acquired on Agoregate Value  End Exercisable/  Year End Exercisable/
Exercise® Realized Unexercisable Unexer cisable®
Name (#) ($) (#) (%)
John C.S. Lau - - 280,000/140,000  15,178,800/7,589,400
Douglas S. Fraser - - 0/100,000 0/424,000
Donald R. Ingram - 2,377,762 16,000/33,334 867,360/1,807,036
Robert B. Peabody - - 0/185,000 0/1,925,850
Robert S. Coward 32,500 1,705,445 0/25,000 0/1,355,250

NOTES:

@ Pursuant to the terms of the Corporation’s Incentive Stock Option Plan the Named Executive Officers (other than
Robert S. Coward) surrendered options for a cash payment from the Corporation equal to the aggregate fair market
value of the Common Shares on the date of surrender over the aggregate exercise price of those options surrendered
and hence no Common Shares were acquired. Mr. Coward exercised options for Common Shares as indicated in the
table. See “Executive Compensation - Report on Executive Compensation - Long-term Incentive Compensation
(Incentive Stock Option Plan)”.

@) Based on the closing price of the Common Shares on December 29, 2006 of $78.04.

Employment Agreements

Other than the Corporation’s President & Chief Executive Officer, all of the named Executive Officers
have Executive Employment Agreements with Husky Oil Operations Limited, the Corporation’s principal operating
subsidiary. The Corporation’s President & Chief Executive Officer does not have an Executive Employment
Agreement.

The terms of the Executive Employment Agreements provide that in the event of the termination of the
Named Executive Officer by the Corporation without just cause or by the Named Executive Officer following a
change of control, the Named Executive Officer shall be entitled to receive a retiring alowance consisting of a
lump sum cash amount equal to two times the Named Executive Officer’s base annual salary plus the continuation
of al group benefits for a period of 24 months following the termination of employment, or at the Corporation’s
option, in lieu of such continued coverage, an additional cash payment equal to 15% of two times the Named
Executive Officer's base annual salary. In the event the Named Executive Officer terminates his Executive
Employment Agreement upon a change of control, the Named Executive Officer has agreed, at the Corporation’s
option, to continue his employment for a period of up to six months following such termination at his existing
compensation package, to assist the Corporation in an orderly transition of management. The Executive
Employment Agreements also contain non-competition and standard confidentiality provisions. The Named
Executive Officers have agreed that so long as they are employed by the Corporation, they are not to engage in any
practice or business in competition with the business of the Corporation or any of its affiliates. Such restriction
does not prevent the Named Executive Officer from resigning from the Corporation and seeking other employment.
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Securities Authorized for Issuance Under Equity Compensation Plans

The following table sets forth information as at December 31, 2006 with respect to the Corporation’s
compensation plans under which equity securities of the Corporation are authorized for issuance.

Equity Compensation Plan Information
Number of securities

remaining available for
futureissuance under

Number of securitiesto Weighted-average equity compensation
be issued upon exercise exer cise price of plans (excluding
of outstanding options, outstanding options, securitiesreflected
Plan Category warrants and rights warrants and rights in first column)
Equity compensation plans
approved by securityholders 5,828,229 32.71 12,474,883
Equity compensation plans not .
approved by securityholders Nil N/A N/A
Total 5,828,229 32.71 12,474,883

REPORTSOF OTHER COMMITTEES

Audit Committee Report

Information in respect of the composition of the Corporation’s Audit Committee, the education and
experience of each of the members of the Audit Committee, the Audit Committee's Charter, the Audit Committee’s
policies and procedures for the engagement of non-audit services and the fees paid by the Corporation for external
auditor services in 2006 is set out under the heading “Audit Committee” in the Corporation’s Annua Information
Form dated March 13, 2007.
Membership

On April 19, 2006, the Board of Directors appointed the Audit Committee and chose R. Donald Fullerton
to be the Chair of the Committee.

The Audit Committee has three members and each is an independent director.
Terms of Reference

A copy of the Audit Committee’s Terms of Reference is posted on the Corporation’'s website at
www. huskyenergy.ca.

Meetings - 2006
The Audit Committee held five meetings in 2006 and, anong other matters, considered the following:
Reviewed and discussed the year end 2005 reserves data and reserves determination process with

internal senior reserves personnel and the outside independent reserves advisor to the Audit
Committee and the selection and role of the independent reserves auditor.
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Met with the independent reserves auditor separate from management and confirmed that there
were no restrictions that affected their ability to report on reserves data without reservation.

Recommended the approva of the content and filing of the Corporation’s statement of reserves
data, the filing of the reports of the internal qualified reserves evaluators and the content and filing
of the related report of management and the Board of Directors for the year ended December 31,
2005.

Discussed with management and the external auditors current and emerging accounting principles
and practices and significant disclosure matters relating to annual inspections of public accounting
firms by the Canadian Public Accountability Board and the U.S. Public Company Accounting
Oversight Board.

Approved the fourth quarter news release pertaining to the fourth quarter 2005 financial results
pursuant to a delegation from the Board of Directors.

Approved the interim financial statements and press releases, including Management’s Discussion
and Analysis, for the three months ended March 31, 2006, for the six months ended June 30, 2006
and the nine months ended September 30, 2006 pursuant to a delegation from the Board of
Directors.

Reviewed and recommended to the Board of Directors for approval the external auditor’s fees for
2006 and recommended to the Board of Directors the reappointment of KPMG LLP as the
Corporation’s external auditors for 2006.

Received reports from, and met with, the external auditors to discuss the scope, objectives and
responsibilities of the 2005 annual audit, the results of the audit, their assessment of the
Corporation’s accounting, financial and management controls and procedures and their statement
on independence from the Corporation. The externa auditors attended all meetings and met five
times with the Audit Committee separate from management.

Received four reports from and met with the Corporation’s Internal Auditor to discuss business
control and compliance audits conducted by internal audit. The Internal Auditor attended all
meetings and met five times with the Audit Committee separate from management.

Reviewed and approved the Internal Audit Plan for 2006.

Received a report from and met with the Controller and Internal Auditor in relation to the
Sarbanes-Oxley Section 404 compliance program with focus on the development of an internal
framework for evaluating and reporting on the effectiveness of the Corporation’s internal control
over financial reporting.

Reviewed with management the financia reporting process of the Corporation and internal
controls.

Reviewed the Audit Committee Charter and recommended no changes.
Confirmed with management that there were no unresolved issues or difficulties between

management and the external auditors that could affect the financial statements and reviewed with
management the overall performance of the external auditors.
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Reviewed and approved the external auditors' engagement letter, audit plan and estimated fees for
2006.

Reviewed and recommended to the Board for approval, the 2005 Annual Information Form, the
Management’s Discussion and Analysis contained in the 2005 Annual Report and the audited
consolidated financia statements for the year ended December 31, 2005, together with the
auditors' report thereon, for filing with the Canadian securities regulators and the Form 40-F for
filing with the SEC.

Meetings - First Quarter 2007

The Audit Committee held two meetings in the first quarter of 2007 and, among other matters, considered
the following:

Reviewed and discussed with management and the external auditors the 2006 Annual Information
Form, Management’s Discussion and Analysis contained in the 2006 Annual Report and the
audited consolidated financial statements for the year ended December 31, 2006 and recommended
approval to the Board of Directors for filing with the Canadian securities regulators and the Form
40-F for filing with the SEC.

Recommended to the Board of Directors that the sharehol ders be asked to reappoint KPMG LLP as
the Corporation’s external auditors for 2007.

Report presented by:

R. Donald Fullerton, Chair
Martin J.G. Glynn
Wayne E. Shaw

Corporate Gover nance Committee Report

Membership

On April 19, 2006, the Board of Directors appointed the Corporate Governance Committee and chose
Holger Kluge to be the Chair of the committee.

The Corporate Governance Committee has three members and each member is an independent director.
Terms of Reference

A copy of the Corporate Governance Committee’'s Terms of Reference is posted on the Corporation’s
website at www.huskyenergy.ca.

Meetings - 2006

The Corporate Governance Committee held four meetings in 2006 and, among other matters, considered the
following:

Reviewed and recommended to the Board of Directors an amendment to the Corporation’s
Incentive Stock Option Plan to remove non-executive directors as eligible participants to receive
stock options under the Incentive Stock Option Plan.
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Reviewed and recommended to the Board of Directors individual voting for the election of
directors at the annual shareholders meeting in place of the election of the directors as a single
slate.

Reviewed the implementation of executive share ownership guidelines.

Reviewed and recommended to the Board of Directors changes to the Board Mandate, updated
Terms of Reference of the Corporate Governance Committee and the establishment of position
descriptions for the Chair of the committees of the Board of Directors.

Reviewed and recommended to the Co-Chairs the holding of regular meetings of the independent
directors.

Reviewed the Corporation’s director and officer insurance policy coverage and the need for and
advisahility of contractual indemnity agreements between the Corporation and each director.

Reviewed and updated a draft Board matrix of the skills, experience, background and education
required of new directors.

Reviewed the director evaluation process and the content of the director evaluation survey, and the
need for the committees of the Board of Directors to do self-assessment surveys similar to that
done by the directors.

Reviewed the current membership of the Audit, Compensation, Corporate Governance and Health,
Safety and Environment Committees.

Reviewed and recommended to the Co-Chairs the proposed membership of the committees for the
following twelve month period.

Reviewed directors compensation practices at peer companies as well as selected TSX listed
entities and subsequently recommended to the Board of Directors that the directors compensation
be increased.

Reviewed the continuing education program for directors and recommended topics for
presentations at future meetings of the Board of Directors.

Reviewed and discussed the new disclosure requirements as a result of proposed National
Instrument 58-101 Disclosure of Corporate Governance Practices and Nationa Policy 58-201
Corporate Governance Guidelines.

Reviewed and approved the Statement of Corporate Governance Practices to appear in the 2006
Management Information Circular.

Meetings - First Quarter of 2007
The Corporate Governance Committee held one meeting in the first quarter of 2007 and, among other

matters, reviewed and recommended to the Board of Directors the approval of the Statement of Corporate
Governance Practices which can be found in Schedule “B” of this Circular.
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Report presented by:

Holger Kluge, Chair

Wayne E. Shaw
EvaL. Kwok

Health, Safety And Environment Committee Report

Membership

On April 19, 2006, the Board of Directors appointed the Health, Safety and Environment Committee and

chose Holger K

uge to be the Chair of the committee.

The Health, Safety and Environment Committee has three members and two of the members are
independent directors.

Terms of Reference

A copy of the Hedth, Safety and Environment Committee’'s Terms of Reference is posted on the
Corporation’s website at www.huskyenergy.ca.

Meetings - 2006

The Hedlth, Safety and Environment Committee held two meetings in 2006 and among other matters
considered the following:

Reviewed with management the Corporation’s safety and environment incidents in 2005, including
a comparison of the Corporation’'s 2005 incident rate as compared to the performance of other
Canadian Association of Petroleum Producers (CAPP) noting the Corporation’s lost time incident
rate of 0.07% compared with the CAPP industry average of 0.14%.

Reviewed the Corporation's 2005 health, safety and environment objectives against actua
performance.

Reviewed with management the impact of pending greenhouse gas legislation on the Corporation
and established an action plan for the Corporation.

Established health, safety and environment targets for 2006, including a focus on ground
disturbance incidents.

Reviewed with management the background and process for an upstream environmental audit to be
completed in 2006.

Reviewed health and safety performance including ground disturbance statistics for the first half of
2006 and comparison with prior periods.

Established Business Continuity Policy to provide a corporate mandate to develop, implement and
maintain a business continuity process/plan for the Corporation.
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Reviewed relative issue ranking process and focus areas for 2007.
Report presented by:

Holger Kluge, Chair
Stanley T.L. Kwok
Brent D. Kinney

INTERESTSOF INSIDERSIN MATERIAL TRANSACTIONS

None of the Corporation’s directors, executive officers or companies that beneficially own directly or
indirectly or exercise control or direction over, more than 10 percent of the Corporation's Common Shares,
proposed nominees for election as directors of the Corporation or any of their respective associates or affiliates, has
any material interest in any transaction with the Corporation since the commencement of the Corporation’s last
financial year or in any proposed transaction which has materially affected or would materially affect the
Corporation which has not been previously disclosed, except as follows.

The Corporation entered into a management agreement effective July 15, 2004 with Western Canadian
Place Ltd. for general management of Western Canadian Place Ltd.’s leasehold interest in office space at 635 — 8"
Avenue SW., Calgary, Alberta Western Canadian Place Ltd. is indirectly controlled by the Corporation’s
principal shareholders. The Corporation’s President & Chief Executive Officer is also a director and officer of
Western Canadian Place Ltd. The Vice President, Special Projects of the Corporation’s subsidiary, Husky Oil
Operations Limited, is aso adirector and officer of Western Canadian Place Ltd. The Corporation was paid fees of
$99,715 in 2006 for providing such management services. This agreement was terminated effective August 31,
2006.

INTEREST OF DIRECTORSAND OFFICERSIN MATTERSTO BE ACTED UPON

No director or officer of the Corporation, nor any proposed nominee for election as a director of the
Corporation, nor any associate or affiliate of any one of them, has any material interest, direct or indirect, by way of
beneficial ownership of securities or otherwise, in any matter to be acted on at the Meeting.

ADDITIONAL INFORMATION

Additional financial information is provided in the Corporation’s comparative consolidated financial
statements and management’s discussion and anaysis for the most recently completed fiscal year ended
December 31, 2006, contained in the Corporation’s Annual Report for the year ended December 31, 2006. Any
request for any of these documents should be made to the Corporate Secretary, Husky Energy Inc., 707 - 8th
Avenue SW., Calgary, Alberta, T2P 1H5 and/or fax (403) 298-7323. Information can aso be obtained through the
Corporation’ s website at www.huskyenergy.ca and on SEDAR at www.sedar.com.
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SECTION 1 - PURPOSE OF THE PLAN

Purpose

The purpose of the Husky Energy Amended Incentive Stock Option Plan is to enable the
Company in appropriate circumstances to offer ownership interests in the Company through stock
options in order to assist the Company and its Subsidiaries to attract and retain officers and
employees of outstanding ability, competence and potential.

SECTION 2 - DEFINITIONSAND INTERPRETATION

Definitions
For the purposes of this Plan, the following terms will have the following meanings:

“Black Out Expiry Date” hasthe meaning set out in Subsection 4.4(b):

“Black Out Period” means the period during which trading in Common Shares by certain
persons is restricted pursuant to the Company’'s Corporate Communications, Disclosure
and Insider Trading/Reporting Policy:

{a)-“Board” means the Board of Directors of the Company;
{b)}*Change of Control” means:

0] the acquisition by any person or company, or any persons or companies which, together
with all other voting securities of the Company, acting jointly or in concert (as
determined in accordance with the Securities Act (Alberta)), whether directly or
indirectly, of voting securities of the Company which constitute, in the aggregate, more
than 30% of all outstanding voting securities of the Company;

(i) an amalgamation, arrangement or other form of business combination of the Company
with another company which results in the holders of voting securities of that other
company holding, in the aggregate, 30% or more of all outstanding voting securities of
the Company (including a merged or successor company) resulting from the business
combination;

(i)  thesale, lease or exchange of al or substantially all of the property of the Company,
other than in the ordinary course of business of the Company or to a Subsidiary, to
another person or company;

Provided that any event or transaction contemplated in paragraph (i) or (ii) shall not constitute a
Change in Control for purposes of this Plan if following same 30% or more of the voting
securities of the Company are or remain held directly or indirectly by:

(iv) any member of the immediate family of Mr. Li Ka Shing;

(V) Hutchison Whampoa Limited;

(vi) any company or other person controlled directly or indirectly in any manner whatever

whether through the ownership of voting securities or otherwise in fact by a person
referred to in paragraph (iv) or (v);
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(vii)  any trust or estate in which a person referred to in paragraph (iv), (v) or (vi) is
beneficially interested, or;

(viii)  any combination of persons, trusts or estates referred to any of paragraphs (iv) to (vii)
inclusive.

{e)-“Common Shares’ means common shares of the Company;
{&)-* Company” means Husky Energy Inc. and any successor company thereto;
{e)-"“Eligible Per son” means any officer or employee of the Company or any Subsidiary;

" Exercise Price” means the price per Common Share at which Common Shares may be
subscribed for by an Optionholder pursuant to a particular Option Agreement;

{g-"Expiry Date” means the date on which an Option expires pursuant to the Option Agreement
relating to that Option_unless extended to the Black Out Expiry Date;

{h)}-"“Grant Date” means the date on which an Option is granted as set out in the Option
Agreement relating to that Option;

-“Insider” means:

() an insider as defined in the Securities Act (Alberta), other than a director or a person who
falls within that definition solely by virtue of being a director or senior officer of a
Subsidiary;

(i) an associate, as defined in the Securities Act (Alberta), of any person who is an insider by
virtue of (i) above; and

(i) an employee who through the course of his’her duties becomes aware of events that are
material to the Company but not yet made public to all Shareholders;

{-“Notice of Exercise” means anotice, substantially in the form of the notice set out in Schedule
B to this Plan, from an Optionholder to the Company, giving notice of the exercise of an Option
previously granted to the Optionholder;

ga—"Option” means an option to purchase Common Shares granted to an Eligible Person
pursuant to the terms of the Plan;

- Option Agreement” means an agreement, substantially in the form of the agreement set out
in Schedule A to this Plan, between the Company and an Eligible Person setting out the terms of
an Option granted to the Eligible Person;

r)—"Optioned Shares’” means the Common Shares that may be subscribed for by an
Optionholder pursuant to a particular Option Agreement;

{r)-" Optionholder” means an Eligible Person to whom an Option has been granted;

“Peer Comparison Group” means, generally, comparable public Canadian intergrated ail
and gas issuers and other issuers for which oil and gas operations are a significant business
segment which are competitors of the Corporation and which shall be determined from
time to time by the Compensation Committee of the Board:
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“ Percentile Rank” means, at any time when used to calculate the number of Performance
Option Shares which have vested on a Vesting Date, the percentile rank, expressed as a
whole number . of Total Shareholder Return relative to returns calculated on a similar basis

on securities of members of the Peer Comparison Group over the applicable period:

“Performance Option Shares’ has the meaning set forth in each Eligible Person’s Option
Agreement Form;

{e)-"Plan” means this Amended Incentive Stock Option Plan of the Company;

) Share Compensation Arrangement” means any stock option, stock option plan, employee
stock purchase plan or any other compensation or incentive mechanism involving the issuance or
potential issuance of Common Shares, including a share purchase from treasury which is
financially assisted by the Company by way of aloan, guarantee or otherwise;

f&-"“Subsidiary” means any company that is a subsidiary of the Company as defined in the
Securities Act (Alberta)-;

“Total Shareholder Return” means, with respect to any period, the total return to
shareholders on the Common Shares calculated using cumulative dividends, if any, on a
reinvested basis and the change in the trading price of the Common Shares on the Toronto
Stock Exchange, or such other stock exchange on which the Common Shares are then listed
and posted for trading from time to time, over such period; and

“Vesting Date” means, the date upon which Optioned Shares and Performance Option
Shares shall vest in accordance with the terms of the Plan and an Eligible Person’s Option
Agreement Form.

Interpretation

Time shall be of the essence of this Plan.

Words denoting the singular number include the plural and vice versa and words denoting the
masculine include the feminine.

This Plan and all matters to which reference is made herein will be governed by and interpreted
in accordance with the laws of Alberta and the laws of Canada applicable therein.

SECTION 3 -GENERAL PROVISIONSOF THE PLAN

Administration

Unless otherwise directed by the Board, the Compensation Committee of the Board of the
Company will:

0] administer the Plan;
(i) interpret the Plan and determine all questions arising out of the Plan and any option

granted pursuant to the Plan, which interpretations will be conclusive and binding on the
Company and all other affected persons unless otherwise determined by the Board;
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(iii) prescribe the form of Option Agreement and-Netice-of Exercisewith respect to a
particular Option Award, if other than as set out in SehedulesSchedule A ard-B-to this
Plan;

(iv) Makemake recommendations to the Board as to the Award of any Options other than the
Initial Award described in Schedule C, which shall be determined and awarded by the
Compensation Committee under the guidelines set out in Schedule C;

(V) in formulating recommendations under paragraph (iv), above, seek and consider the
advice and recommendations of the CEO with respect to all Awards other than Awards
for the CEO;_and

(vi) cause the Company to maintain records in respect of all administrative records under the
Plan and the Company will be responsible for al costs of administration of the Plan,
including the fees of all advisors or consultants retained by the Compensation Committee
inits sole discretion to assist in the performance of his duties under the ptanPlan.

Chief Executive Officer:

The CEO will be authorized to sign Option Agreements in respect of all Options the award of
which is approved under paragraph (a) except for any Option Agreement with the CEO which
will be signed by an authorized member of the Board.

Shares Reserved

The maximum number of Common Shares that may be reserved for issuance pursuant to Options
granted under the Plan shall be 306,000,00042,000,000 or such additional amount as may be
approved from time to time by the shareholders of the Company.

The number of Shares issuable to any one Eligible Person under the Plan, together with al of the
Company’s other previously established or proposed Share Compensation Arrangements, shall
not exceed 1% of the total number of issued and outstanding Common Shares on a non-diluted
basis. The number of Common Shares which may be reserved for issue pursuant to Options
granted to Insiders under the Plan, together with all of the Company’s other previously
established or proposed Share Compensation Arrangements, in aggregate, shall not exceed 10%
of the total number of issued and outstanding Common Shares on a non-diluted basis. The
number of Common Shares which may be issuableissued under the Plan, together with al of the
Company’s other previously established or proposed Share Compensation Arrangements, within
aone-year period:

0] to Insiders in aggregate, shall not exceed 10% of the outstanding issue; and
(i) to any one Optionholder who is an Insider, shall not exceed 1% of the outstanding issue.

For purposes of this section, Common Shares issued pursuant to an entitlement granted prior to
the Optionholder becoming an Insider may be excluded in determining the number of Shares
issuable to Insiders. For the purposes of subsections (i) and (ii) above, “outstanding issue” is
determined on the basis of the number of Common Shares that are outstanding immediately prior
to the share issuance in question, excluding Common Shares issued pursuant to Share
Compensation Arrangements over the preceding one-year period.
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Any Common Shares subject to an Option that expires or terminates without having been fully
exercised will be included back in the alotment available for future awards. No fractiona
Common Shares may be issued under the Plan.

Eligibility

Options may be granted under this Plan any Eligible Person, subject to the limitations set forth in
Section 3.2(b).

Non-Exclusivity

Nothing contained in this Plan will prevent the Board from adopting other or additional Share
Compensation Arrangements, subject to obtaining any required regulatory or shareholder
approvals.

Amendment of Plan and Options

ha Pl an NO—S)] N
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armendment-sdspension-er-terminatien-may=Subj ect to Subsection 3.5(b) and 3.5(c), the Board
may at any time or from time to time, in its sole and absolute discretion and without the
approval of the shareholders of the Corporation, amend, suspend, terminate or _discontinue
the Plan and may amend the terms and conditions of Options granted pursuant to the Plan,
subject to any required approval of any regulatory authority or stock exchange, including
without limiting the generality of the foregoing, where the amendment:

(i)

o 4 tory—a 3 ! sals-al ired:is for the purpose of
curing any ambiguity, error or omission in the Plan or to correct or supplement any
provision of the Plan that isinconsistent with any other provision of the Plan;

(i) L :

(iii)

Plan respecting administration and €eligibility for participation under the Plan:

(iv)  changesthetermsand conditions on which Options may be granted pursuant to the
Plan including the provisionsrelating to Exercise Price, vesting provisions and
Expiry Date;
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isto alter, extend or accelerate the terms and conditions of vesting applicable to any
Option;
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isto accelerate the Expiry Date of any Option:;

Vv

isto determine the adjustment provisions pursuant to Section 4.8 her eof;

amends the definitions contained within the Plan;

amends or modifies the mechanics of exercise of Options;

changes the termination provisions of an Option or the Plan which does not entail
an extension beyond the original Expiry Date; or

(xi)  isan amendment to the Plan of a* housekeeping nature”.

Subject to any required regulatory approval of any regulatory authority or stock exchange,
the Board may amend the Exercise Price, the Expiry Date (which in no event shall exceed
10 vears from the date of grant) and the termination provisions of Options granted
pursuant to the Plan, without shareholder approval, provided that if the Board proposes to
reduce the Exercise Price (for this purpose, a cancellation or termination of an Option prior
to its Expiry Date for the purpose of re-granting the Option to the same Eligible Person
with a lower Exercise Price shall be treated as an amendment to reduce the Exercise Price
of the Option) or extend the Expiry Date of Options granted to insiders of the Corporation

pursuant to the Plan, such amendments will reguire shareholder approval, and the insiders
who will benefit from such amendments will not be entitled to vote.

ey

Hr—Hhdividual—ease: th ! jsability t s approval of the
shar eholder s of the Corporation will berequired for amendmentsto the Plan which:

(i) amend the number of Common Sharesissuable under the Plan:

(i) add any form of financial assistance by the Company for the exercise of any Option:
or

(iii)  changethe class of Eligible Persons to the Plan which would have the potential of
broadening or increasing participation by insiders of the Company.

If the Plan is terminated, the provisions of the Plan and any administrative guidelines and
other rules and regulations adopted by the Board and in force on the date of termination
will continue in effect as long as any Option or any rights pursuant thereto remain
outstanding and, notwithstanding the termination of the Plan, the Board shall remain able

to make such amendments to the Plan or the Options as they would have been entitled to
make if the Plan were still in effect.

Compliance with L aws and Stock Exchange Rules

The Plan, the grant and exercise of Options under the Plan and the Company’ s obligation to issue
Common Shares on exercise of Options will be subject to all applicable federal, provincial and
foreign laws, rules and regulations and the rules of any stock exchange on which the Common
Shares are listed for trading. No Option will be granted and no Common Shares will be issued
under the Plan where such grant or issue would require registration of the Plan or of such
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Common Shares under the securities laws of any foreign jurisdiction and any purported grant of
any Option or issue of Common Shares in violation of this provision will be void. Common
Shares issued to Optionholders pursuant to the exercise of Options may be subject to limitations
on sale or resale under applicable securities laws.

SECTION 4 - GRANT OF OPTIONS

Option Agreement

Upon the grant of an Option, the Company will deliver to the Optionholder an Option Agreement
dated the Grant Date, containing the terms of the Option and executed by the Company, and upon
delivery to the Company of the Option Agreement executed by the Optionholder such
Optionholder will be a participant in the Plan and have the right to purchase the Optioned Shares
on the terms set out in the Option Agreement and in the Plan.

Exercise Price

The Exercise Price of Common Shares subject to an Option will be determined at the time of
grant and will be not less than the weighted average trading price per Common Share on The
Toronto Stock Exchange for the five days preceding the Grant Date or, if the Common Shares are
not listed on any stock exchange, at a price to be determined by the Board.

Time of Exercise

An Option may be exercised by an Optionholder as follows:

On and after the first anniversary of the Grant Date, as to 33-1/3% of the Optioned Shares or any
part thereof;

On and after the second anniversary of the Grant Date, as to an additional 33-1/3% of the
Optioned Shares or any part thereof;

On and after the third anniversary of the Grant Date, as to an additional 33-1/3% of the Optioned
Shares or any part thereof; and

subject to the right of the Board to determine at the time of grant that a particular Option will be
exercisable in whole or in part on different dates and to determine after the Grant Date that a
particular Option will be exercisable in whole or in part on earlier dates for any reason, including
the occurrence of a proposa by the Company or any other person or company to implement a
transaction that would, if implemented, result in a Change of Control.

Expiry Date
The Expiry Date of an Option will be five years after the Grant Date, subject to:

(i) a)-the right of the Board to determine at the time of grant that a particular Option will
have a shorter or longer term (provided that no term shall exceed ten years);-and

(i) {b)-theprevisions-of-Section-4-5-relating-to-early-expiry-the provisions of Section 4.5
relating to early expiry: and

(iii)  theprovisions of Subsection 4.4(b).
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In the event the Expiry Date of an Option ison a date during a Black Out Period applicable
to the Eligible Person holding such Options, the Expiry Date shall be extended to that date
which is five business days following the lifting of the Black Out Period (the “Black Out
Expiry Date”’). In the event the Expiry Date of an Option is on a date within five business
days after the lifting of a Black Out Period applicable to the Eligible Person holding such
Option, the Black Out Expiry Date shall be the date which isthefifth business day following
the lifting of the Black Out Period.

Early Expiry

An Option will expire immediately upon the Optionholder ceasing to be an Eligible Person as a
result of being dismissed from his office or employment for cause, including where an Eligible
Person resigns his office or employment after being requested to do so by the Company as an
alternative to being dismissed or terminated by the Company for cause.

Taking into consideration that the Stock Option award is a long-term incentive plan to motivate
the employee to continue to perform and align with the interests of the Company’s shareholders,
an Option will expire before its Expiry Date in the following events and manner:

0] if an Optionholder dies, the portion of the Option that is exercisable at the date of death
of the Optionholder may be exercised by the legal personal representatives of the
Optionholder during the period ending twelve (12) months after the death of the
Optionholder;

(i) if an Optionholder resigns his office or employment (except where such resignation is
requested by the Company pursuant to Section 4.5(a) above) or he is dismissed without
cause, the portion of the Option that is exercisable at the date of termination, excluding
notice period, may be exercised by the Optionholder during the period ending ninety (90)
days after the date of termination but no other future options are exercisable; and

(iii) if an Optionholder attaining the mandatory retirement age established by the Company
from time to time retires or his’her employment is terminated due to permanent disability,
the portion of the Option that is exercisable at the date of retirement or termination may
be exercised by the Optionholder during the period ending ninety (90) days after the date
of retirement or termination;

subject in al casesto the earlier expiration of an Option on its applicable Expiry Date.

Non-Assignable

Except as provided in Section 4.5(b)(i), an Option may be exercised only by the Optionholder and
will not be assignable.

No Rights as Shareholder or to Remain an Eligible Person

An Optionholder will only have rights as a Shareholder of the Company with respect to those of
the Optioned Shares that the Optionholder has acquired through exercise of the Option in
accordance with its terms.

Nothing in this Plan or in any Option Agreement will confer on any Optionholder any right to
remain as a director, officer or employee of the Company or any Subsidiary.
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Adjustmentsto Common Shar es

The number of Common Shares delivered to an Optionholder upon exercise of an Option will be
adjusted in the following events and manner, subject to the right of the Board to make such other
or additional adjustments as are appropriate in the circumstances:

upon (i) a subdivision of the Common Shares into a greater number of Common Shares, (ii) a
consolidation of the Common Shares into a lesser number of Common Shares or (iii) the issue of
astock dividend (out of the ordinary course) to holders of the Common Shares, the Company will
deliver upon exercise of an Option, in addition to or in lieu of the number of Optioned Sharesin
respect of which the right to purchase is being exercised and without the Optionholder making
any additional payment, such greater or lesser number of Common Shares as result from the
subdivision, consolidation or stock dividend;

upon distribution by the Company to holders of the Common Shares of (i) shares of any class
(whether of the Company or another company) other than Common Shares, (ii) rights, options or
warrants, (iii) evidences of indebtedness or (iv) cash (other than dividendsin the ordinary course),
securities or other property or assets, the Company will deliver upon exercise of an Option, in
addition to the number of Optioned Shares in respect of which the right to purchase is being
exercised and without the Optionholder making any additional payment, such other securities,
evidence or indebtedness or assets as result from such distribution;

upon a capital reorganization, reclassification or change of the Common Shares, amalgamation,
arrangement or other form of business combination of the Company with another company or a
sale, lease or exchange of all or substantialy all of the property of the Company, the Company
will deliver upon exercise of an Option, in lieu of the Optioned Shares in respect of which the
right to purchase is being exercised, the kind and amount of shares or other securities or property
as result from such event;

an adjustment will take effect at the time of the event giving rise to the adjustment, and the
adjustments provided for in this section are cumulative;

the Company will not be required to issue fractional Common Shares or other securities under the
Plan and any fractional interest in a Common Share or other security that would otherwise be
delivered upon the exercise of an Option will be cancelled; and

the Board's determination of any adjustments required pursuant to this Section 4.8 shall be final
and binding on al Optionholders.

SECTION 5 - EXERCISE OF OPTIONS

Manner of Exercise

An Optionholder who wishes to exercise an Option may do so by delivering the following to the
Company on or before the Expiry Date of the Option:

a completed Notice of Exercise_substantially in the form attached as Schedule B; and

a cheque (which need not be a certified cheque) or, at the request of the Company, a bank draft
payable to the Company for the aggregate Exercise Price for the Optioned Shares being acquired.
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If the Optionholder is deceased, the Option may be exercised by the legal personal representatives
of the Optionholder who, in addition to delivering to the Company the Notice of Exercise and
cheque of bank draft described above, must also deliver to the Company evidence of their status.

Surrender of Stock Optionsin Lieu of Exercise

Where the Common Shares are listed and posted for trading on a recognized stock exchange, an
Optionholder may surrender the options unexercised to the Company in consideration of the
receipt by the Optionholder of an amount (the "Settlement Amount") equal to the excess, if any,
of the aggregate fair market value of the Common Shares able to be purchased pursuant to the
vested and exercisable portion of such Options on the date of surrender (the "Surrender Date"),
over the aggregate Exercise Price for those Common Shares pursuant to those Options. The fair
market value on any date of the Common Shares is determined for the purposes hereof to be the
weighted average trading price of the Common Shares on such stock exchange on the date on
which board lots of the Common Shares have traded preceding the Surrender Date (or if there
were no board lot trades on that day, then on the most recent day on which a board lot has traded
on such exchange). The Settlement Amount is payable in cash and the Company will withhold
from the Settlement Amount such amounts as may be required to be withheld according to law.

Delivery of Share Certificate

Not later than three Company business days after receipt of the Notice of Exercise and payment
in full for the Optioned Shares being exercised, the Company will direct its transfer agent to issue
a certificate in the name of the Optionholder (or, if deceased, his estate) for the number of
Optioned Shares purchased by the Optionholder (or his estate), which will be issued as fully paid
and non-assessable Common Shares.

Reduction of Common Shares Reserved

Upon the surrender of an Option and the receipt by the Optionholder of the Settlement Amount,
notwithstanding that no Common Shares are issued, for each Option surrendered to the Company
pursuant to Section 5.2, the number of Common Shares reserved pursuant to Section 3.2 of the
Plan for issuance pursuant to the exercise of Options shall be reduced by the number of Options
So surrendered.

SECTION 6 - MISCELLANEQUS

Application to Outstanding Options

The Plan shall govern all outstanding Options previously granted by the Company pursuant to the
Company’s Incentive Stock Option Plan dated November 11, 2000 on and after the date of
approval of the Plan by the Board and upon receipt from each holder of outstanding Options of an
agreement agreeing and acknowledging that their outstanding Options are subject to the Plan, but
in al other respects still subject to the same terms and conditions applicable on the initial date of
grant.

Conflict

In the event of any conflict between the provisions of this Plan and an Option Agreement, the
provisions of this Plan shall govern.
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Entire Agreement

This Plan and Option Agreement sets out the entire agreement between the Company and the
Optionholder relative to the subject matter hereof and supersedes all prior agreements,
undertakings and understandings, whether oral or written.



Schedule A
HUSKY ENERGY INC.

INCENTIVE STOCK OPTION PLAN

OPTION AGREEMENT FORM

This Option Agreement is entered into between Husky Energy Inc. (the “Company”) and the
Optionholder named below pursuant to the Husky Energy Inc. Incentive Stock Option Plan (the “Plan”),
and confirms that:

1 On (the “ Grant Date”),

2. (the “ Optionholder™),

“

3-3. (a) was granted a non-assignable option to purchase i
Shares™), common shares of the Company; exercisable as to 33-133":% on the first
anniversary of the Grant Date, then 33-43=3”3% on each of the second and third anniversary
dates of the Grant Date,_and

(b) was granted a non-assignable option to purchase common shares of the
Company (the* Performance Option Shares’) exercisable as follows:

(i) as to 33”3% of the Performance Option Shares on the first anniversary of
the Grant Date if the Percentile Rank is equal to or greater than 75 as at the
% of the

end of the preceding calendar vyear, otherwise as to 33

Performance Option Shares multiplied by the Per centile Rank as at the end

of the preceding calendar vear divided by 75 so long as the Per centile Rank
isat or above 25;

(ii) asto 33”3% of the Performance Option Shares on the second anniversary of
the Grant Date if the Percentile Rank is equal to or greater than 75 as at the
% of the

end of the preceding calendar year, otherwise as to 33

Performance Option Shares multiplied by the Per centile Rank as at the end

of the preceding calendar vear divided by 75 so long as the Per centile Rank
isat or above 25; and

(iii) as to 33”3% of the Performance Option Shares on the third anniversary of
the Grant Date if the Percentile Rank is equal to or greater than 75 as at the
% of the

end of the preceding calendar vyear, otherwise as to 33

Performance Option Shares multiplied by the Per centile Rank as at the end

of the preceding calendar vear divided by 75 so long as the Per centile Rank
isat or above 25

subject to earlier vesting as may be determined by the Board in accordance with the
terms of the Plan. Any fractions will be rounded to the nearest whole number .



Where a determination in Sections (i), (ii) or (iii) results in less than 33”3% of the
Performance Option Shares vesting on each of the first, second and third
anniversaries of the Grant Date, as applicable, as a result of the Percentile Rank
being less than 50 as at the end of the applicable preceding vear, then in the event
the Per centile Rank is equal to or greater than 50 for the 3 year period ending as at
the end of the calendar vear preceding the third anniversary of the Grant Date, that
number of Performance Option Shares that would have vested pursuant to Sections
(i), (ii) or (iii) if the Percentile Rank was 50 less the number of Performance Option
Shares that did vest in accordance with Sections (i), (ii) and (iii), shall vest on the
third anniversary of the Grant Date,

4-4. at aprice (the “Exercisable Price”) of $ per Common Share, and

5-5. for aterm expiring at 5:00 p.m. Calgary time on (the “Expiry Date"),

al on the terms and subject to the conditions set out in the Plan. All capitalized terms used in the
Option Agreement not otherwise defined shall have the meaning ascribed thereto in the Plan.

By signing this agreement, the Optionholder acknowledges that he or she has read and understands the
Plan.

IN WITNESS WHEREOF the Company and the Optionholder have executed this Option Agreement as
of , 2000.

HUSKY ENERGY INC.

By:

By:

Name of Optionholder

Signature of Optionholder



Schedule B
HUSKY ENERGY INC.

EXERCISE FORM - INCENTIVE STOCK OPTION PLAN (1.S.0.P.)

Fax or courier thisform to: Name (please print):
SandraK atrina ShirteyWaddell Signature:
Human Resources Address:

707 — 8" Avenue SAWSW.

Calgary, Alberta T2P 3G7 Social
Hasdrance
Number:
Postal Code

FAX: (403) 750-4950 Felephone

NoeEmployee
Number :

Social Insurance
Number :

Telephone
No:

Please accept this |etter as notice of exercise of stock options at a price of $
for total (number of options) (grant price)

fortotal-proceeds of $

(number of options multiplied by grant price)

Please check ONE of the following options:

q—g have chosen to surrender shares to the Company and receive the fair
market (number of options)

value gain in cash. The fair market value is determined as the weighted average trading price of Husky’s
common shares on the stock exchange on which Husky’s common shares are traded, on the trading day
prior to the date you surrender your stock. The settlement amount (the difference between the grant price
and the fair market value of the shares) will be direct deposited into your payroll bank account within-5
busihess-daysas part of the date-ef-exereise—next normal payroll run. Husky will withhold the required
statutory payments from 50% of the settlement amount.

OR

ﬁ—g Please have the share certificate for shares issued in the name
(number of options)
for the account of
{rumber—of-options)(optionee or brokerage firm name) ——for-the-account-ef—(optionee’ s name)




Delivery instructions upon settlement are:

A personal cheque (a certified cheque is required for former employees), bank draft or brokerage cheque
payable to Husky Energy Inc. for the total proceeds is attached (not applicable if you choose to surrender the
shares).

Husky is not responsible for your personal trades and cannot guarantee the timing of delivery of your share
certificate. If you sell your vested shares prior to receiving the share certificate or confirmation that the shares have
been deposited into your account, you are personally responsible for any penalties or fees assessed against you by
your broker in the event you are unable to meet the settlement rules.

Tax Considerations: | am aware that thistransaction is considered a taxable benefit and shall appear on
my annual T-4.

For Payroll purposes only
$ -$ =93 X =93

(wt. ava.) (grant price) (# of shares) (total - wi/t 2073)
Cost Centre: 69865 Co. 1
Approved:




SCHEDULE “B”
STATEMENT OF CORPORATE GOVERNANCE PRACTICES

The Board of Directors of the Corporation (the Board) recognizes that good corporate
governance is of fundamental importance to the success of the Corporation. The Corporation’s
governance practices are the responsibility of the Board and the Board has delegated some of its
responsibilities to develop and monitor the Corporation’s governance practices to the Corporate
Governance Committee. The Board has developed corporate governance policies and procedures which
aremonitored and reviewed on a continuous basis.

On June 30, 2005, the Canadian Securities Administrators (CSA) adopted rules regarding
corporate governance best practices and amendments to the rules relating to audit committees, through the
implementation of National Instrument 58-101 — Disclosure of Corporate Governance Practices (NI 58-
101), Nationa Policy 58-201 — Corporate Governance Guidelines (NP 58-201) and amendments to
Multilateral Instrument 52-110 — Audit Committees (M1 52-110). NI 58-101 and NP 58-201 replaced the
Toronto Stock Exchange's disclosure requirement and guidelines. This Statement of Corporate
Governance Practices has been prepared in accordance with Form 58-101F1 and has been approved by
the Corporate Governance Committee and the Board. The Board has determined that the Corporation’s
governance practices are generally aligned with the practices and guidelines set out in NI 58-101 and NP
58-201.

1. Board of Directors

(a) Disclosetheidentity of directorswho areindependent.

NP 58-201 provides that a board of directors should have a mgority of independent directors.
M1 52-110 provides that an “independent director” is one who has no direct or indirect material relationship
with the issuer. A “material relationship” is a relationship which could, in the view of the issuer’s board of
directors, be reasonably expected to interfere with the exercise of a director’ s independent judgement.

The Board, with the assistance of the Corporate Governance Committee and counsel to the
Corporation, is responsible for determining whether or not each director is “independent”. To carry out this
determination, all relationships with the Corporation, its subsidiaries and affiliates are reviewed. To assist
the Board in its determination, all directors complete a detailed questionnaire which includes disclosure of
any material interest and business relationships with the Corporation, its subsidiaries and affiliates, and his
or her shareholdings in the Corporation.

Each of R. Donald Fullerton, Martin J.G. Glynn, Brent D. Kinney, Holger Kluge, Eva L. Kwok,
Wayne E. Shaw and William Shurniak are independent.

(b) Disclose the identity of directors who are not independent, and describe the basis for that
termination.

Victor T.K. Li, Canning K.N. Fok, Poh Chan Koh, and Frank J. Sixt are not “independent” within
the meaning of NI 58-101 because they are executive officers of affiliates of the Corporation’s principal
snareholders. Stanley T.L Kwok is not independent because a company in which he is the principal
shareholder received more than $75,000 in direct compensation from the Corporation during a 12 month
period within the last three years. John C.S. Lau is not independent as he is President & Chief Executive
Officer of the Corporation.



To assist the Board in its determination of independence of each of the directors, all directors
annually complete a detailed questionnaire about their business and charitable relationships and
shareholdings.

(c) Disclose whether or not a majority of directors are independent. If a majority of directors
are not independent, describe what the board of directors does to facilitate its exercise of
independent judgment in carrying out itsresponsibilities.

Of the 13 proposed nominees for election to the Board the majority (seven) are “independent”
under NI 58-101.

(d) If a director is presently a director of any other issuer that is a reporting issuer (or the
equivalent) in a jurisdiction or foreign jurisdiction, identify both the director and the other
issuer.

The other directorships which the Corporation’s directors hold in other reporting issuers, or the
equivalent in foreign jurisdictions, is set out at pages 9 and 10 of this Circular.

(e) Disclose whether or not the independent directors hold regularly scheduled meetings at
which non-independent directors and member s of management are not in attendance. If the
independent directors hold such meetings, disclose the number of meetings held since the
beginning of the issuer’s most recently completed financial year. If theindependent directors
do not hold such meetings, describe what the board does to facilitate open and candid
discussion among itsindependent directors.

During three of the four Board meetings held during 2006 a portion of each such meeting was held
without management present. In addition, all or a portion of 9 of the 11 Committee meetings in 2006 were
held without management present. Although five of the six non-independent directors are not independent
under NP 58-201 because, as described above, they are executive officers of affiliates of the Corporation’s
principal shareholders or otherwise, the Board is of the view that those directors exercise independent
judgment in the Corporation’s best interests in the same way as the independent directors do. Accordingly,
the in-camera sessions of the non-management directors is a forum for open and candid discussions. In
addition, the independent directors also met twice in 2006 without management and the non-independent
directors being present.

The Board deals with conflicts in accordance with the provisions of the Business Corporations Act
(Alberta), the Corporation’s governing statute, which require a director who is a party to a material contract
or material transaction or proposed material contract or proposed material transaction with the Corporation,
or is adirector or an officer of such a party, to disclose the nature and extent of the director’s interest and
abstain from any discussion and approval thereof.

(f) Disclose whether or not the chair of the board is an independent director. If the board has a
chair or lead director who is an independent director, disclose the identity of the independent
chair or lead director, and describe his or her role and responsibilities. If the board has
neither a chair nor a lead director that is independent, describe what the board does to
provide leader ship for itsindependent directors.

The Board has appointed Co-Chairs of the Board, each of whom is not “independent” under NI 58 -
101 as each is an executive officer of affiliates of the Corporation’s principal shareholders. Although not
independent under NP 58-201 the Board is of the view that the Co-Chairs exercise independent judgment in



the Corporation’s best interests in the same way as the independent directors do.

The principal responsibilities of the Co-Chairs include overseeing the Board's effectiveness and
efficiency, the general management of the Board and its processes, the maintenance of the Board's
independence from management, and the general administration of the Board’'s relationship with the
President & Chief Executive Officer and the other senior officers of the Corporation.

The Co-Chairs communicate regularly with Board members and provide feedback to the President
& Chief Executive Officer on behalf of the Board and/or individual directors. In addition, the Co-Chairs
work with the President & Chief Executive Officer and the Corporate Secretary in setting Board meeting
schedules and agendas.

(g) Disclose the attendance record of each director for all board meetings held since the
beginning of the issuer’s most recently completed financial year.

The following table summarizes the meetings of the Board and its Committees held during 2006
and the attendance of the individual directors of the Corporation at such meetings.

M eetings of the Board and Committees

Health, Safety
and Corporate
Director Board Audit Compensation Environment Governance

Victor T.K. Li 3/4 (Co-Chair) - - - -
Canning K.N. Fok 4/4 (Co-Chair) - 2/2 (Chair) - -
R. Donald Fullerton 4/4 5/5 (Chair) - - -
Martin J.G. Glynn 4/4 5/5 - - -
Brent D. Kinney 4/4 - - 0/2 -
Holger Kluge 4/4 - 2/2 2/2 (Chair) 4/4 (Chair)
Poh Chan Koh 4/4 - - - -
EvaL. Kwok 4/4 - 2/2 - 4/4
Stanley T.L. Kwok 4/4 - - 2/2 -
John C.S. Lau 4/4 - - - -
Wayne E. Shaw 4/4 5/5 - - 4/4
William Shurniak 4/4 - - - -
Frank J. Sixt 4/4 - 2/2 - -

The Board's Mandate provides a target of 100% for attendance at Board and committee meetings.

2. Board Mandate

Disclose the text of the board’s written mandate. If the board does not have a written mandate,
describe how the board delineatesitsrole and responsibilities

The Board’s Mandate, setting out its duties and responsibilities, is attached to this Schedule “B” as
Appendix “1”. The Board as awhole annualy reviews its Mandate.



3. Position Descriptions

(a) Disclose whether or not the board has developed written position descriptions for the chair
and the chair of each board committee. If the board has not developed written position
descriptions for the chair and/or the chair of each board committee, briefly describe how the
board delineates the role and responsibilities of each such person.

The Board has adopted written Duties and Responsibilities for the Co-Chairs and the Chair of each
Board Committee. The Duties and Responsibilities provide that the Co-Chairs act as chief administrative
officers of the Board and, have the responsibilities described above under 1(f).

The Duties and Responsibilities of the Co-Chairs and the Chair of each Board Committee are
reviewed annually.

The Duties and Responsibilities of the Chair of each Board Committee provide that the Chair is
responsible for ensuring that the written mandate of the Committee for which he or she serves as Chair is
adhered to and that the objectives of each Committee are accomplished.

Copies of the Duties and Responsibilities for the Co-Chairs and the Chair of each Board Committee
can be found on the Corporation’ s website at www.huskyenergy.ca.

(b) Disclose whether or not the board and CEO have developed a written position description for
the CEO. If the board and CEO have not developed such a position description, briefly
describe how the board delineates therole and responsibilities of the CEO.

The Board has adopted Duties and Responsihilities for the President & Chief Executive Officer
pursuant to which the Board has delegated to the President & Chief Executive Officer the authority to
manage and supervise the business of the Corporation, including the making of all decisions regarding the
Corporation’s operations that are not specificaly reserved to the Board under the Board's Mandate. The
President & Chief Executive Officer is responsible for meeting the annual corporate objectives of the
Corporation which are consistent with the Corporation’s overall strategic plan and budget. The Board has
also approved the President & Chief Executive Officer’s specific discretionary authority.

A copy of the Duties and Responsibilities for the President & Chief Executive Officer can be found
on the Corporation’s website at www.huskyenergy.ca.

4. Orientation and Continuing Education

(a) Briefly describe what measuresthe board takesto orient new directorsregarding:
0] therole of the board, its committees and itsdirectors, and
(i)  thenatureand operation of theissuer’s business.

The Corporation has established and maintains an orientation program for new directors which
includes briefings with senior management, copies of current statutory and operational reports and if
desired, Site visits to corporate facilities. In addition, all directors receive a Board Handbook containing,
among other things, the Board’'s Mandate, the articles and by-laws of the Corporation, an organization chart
of the Corporation and its subsidiaries, corporate fact sheets, strategic plan, list of Committees and
Committee Charters and various corporate policies.



New directors are provided with substantial reference materia pertaining to the Corporation, its
strategic focus, financial and operating history, corporate governance practices and corporate vision, the
role, duties and responsibilities of the Board, its Committees and the directors and other background
information.

(b) Briefly describe what measures, if any, the board takes to provide continuing education for
its directors. If the board does not provide continuing education, describe how the board
ensures that its directors maintain the skill and knowledge necessary to meet their obligations
asdirectors.

Information sessions for all directors are held regularly on topics relating to significant aspects of
the Corporation’s business and operations, including the legal, regulatory and industry requirements and
environment in which the Corporation operates. The Corporate Governance Committee reviews
information on governance and legal topics that may be of interest to directors and if appropriate, invites
external experts to make presentations to the Board on specified subjects. In addition, to foster the Board's
continuing familiarity with corporate matters on an ongoing basis, senior officers of the Corporation attend
portions of Board meetings to report on their respective business activities.

5. Ethical Business Conduct

(a) Disclose whether or not the board has adopted a written code for the directors, officers and
employees. If the board has adopted a written code:

0] disclose how a person or company may obtain a copy of the code;

(i) describe how the board monitors compliance with its code, or if the board does not
monitor compliance, explain whether and how the board satisfies itself regarding
compliance with its code; and

(i)  provide a crossreferenceto any material change report filed since the beginning of the
issuer’'s most recently completed financial year that pertains to any conduct of a
director or executive officer that constitutes a departure from the code.

The Corporation has a Code of Business Conduct that is applicable to al directors, officers and
employees of the Corporation. A copy of the Code of Business Conduct can be found on the Corporation’s
website at www.huskyenergy.ca and at www.sedar.com. Pursuant to this Code, among other things,
management is expected to manage the Corporation (and the Board is expected to oversee management) in a
manner that enhances shareholder value, consistent with the highest level of integrity and with the law. The
Board, through the Audit Committee, monitors compliance with the Code, and is responsible for granting
compliance waivers to directors and officers. No such waivers were requested by or granted to any
directors or officers in 2006.

(b) Describe any steps the board takes to ensure directors exercise independent judgment in
considering transactions and agreements in respect of which a director or executive officer
has a material interest.

Any transactions or agreements in respect of which a director or an officer has a material interest
are specifically mandated to be deat with by the Corporation’s Corporate Governance Committee. The
Corporate Governance Committee reviews such transactions or agreements to ensure they reflect market
practice and are in the best interests of the Corporation. Any recommendations or advice pertaining to a
specific matter is then communicated to the Co-Chairs and the Board.



(c) Describe any other steps the board takes to encourage and promote a culture of ethical
business conduct.

The Board's responsihilities are governed by (i) the Business Corporations Act (Alberta), (ii) the
Corporation’s articles and by-laws, (iii) the Board Mandate, (iv) the Corporation’s Code of Business
Conduct, (v) the Corporation’s Corporate Communications Disclosure and Insider Trading/Reporting
Policy, (vii) the Charter of each of the Board Committees and (vii) other corporate policies and applicable
laws.

The Corporation’s Corporate Communications Disclosure and Insider Trading/Reporting Policy
governs the conduct of all directors, officers and employees pertaining to the disclosure of material
information about the business and affairs of the Corporation and the trading in the Corporation’ s securities.

6. Nomination of Directors

(a) Describethe process by which the board identifies new candidates for board nomination.

The Board has constituted a Corporate Governance Committee which is responsible for
periodically reviewing the composition and the criteria regarding the composition of the Board and its
Committees. New nominees to the Board are proposed by the Corporate Governance Committee to the Co-
Chairs and, thereafter, for presentation to the full Board for approval. As part of this process the Corporate
Governance Committee consults with the Co-Chairs and uses a skills matrix based on broad criteria
regarding personal qualifications of candidates for Board membership, such as background, business, board
and international experience, technical skills (financial, legal, human resources) and personal characteristics,
including integrity, judgment and communication skills. The Corporate Governance Committee maintains a
list of potentia director candidates and reviews recommendations from other directors and management and
determines whether to add a new candidate’ s name to the list.

(b) Disclose whether or not the board has a nominating committee composed entirely of
independent directors. If the board does not have a nominating committee composed entirely
of independent directors, describe what steps the board takes to encourage an objective
nomination process.

The Board does not have a separate nominating committee as this function is performed by the
Board’'s Corporate Governance Committee. All of the members of the Corporate Governance Committee
are independent directors.

(c) If the board has a nominating committee, describe the responsibilities, powers and operation
of the nominating committee.

The Board does not have a separate nominating committee. The responsibilities and powers of the
Corporate Governance Committee include identifying and proposing to the Co-Chairs new nominees to the
Board as required. The process by which the Corporate Governance Committee identifies new candidates
for board nomination is described under 6(a) above. A copy of the Terms of Reference of the Corporate
Governance Committee can be found on the Corporation’ s website at www.huskyenergy.ca.




7. Compensation

(a) Describe the process by which the board determines the compensation for the issuer’s
directors and officers.

The Corporate Governance Committee reviews periodically the compensation paid to directors. In
assessing compensation the Corporate Governance Committee reviews external surveys and other third
party information pertaining to compensation paid by the Corporation’s industry peers to their directors.
The Corporate Governance Committee strives to set the cash compensation paid to the Corporation’s
directors at the median of that paid by other senior integrated oil and gas companies.

Effective January 1, 2007 the directors will receive annual retainers for serving on the Board,
committees of the Board and for serving as a Chair of any Board Committee as compensation for their
activities as directors of the Corporation and are entitled to reimbursement for out-of-pocket expenses for
attendance at meetings of the Board and any Committees of the Board. See “Executive Compensation -
Compensation of Directors’ at pages 10 and 11 of this Circular for information on the cash compensation
received by the directors in 2006. The directors, other than the President & Chief Executive Officer of the
Corporation, are not eligible to participate in the Corporation’s Incentive Stock Option Plan.

The base salary of the President & Chief Executive Officer, and of each of the other executive
officers, is determined by the Compensation Committee based on the level of responsibility and the
experience of the individual, the relative importance of the position to the Corporation and the performance
of the individual over time. The Compensation Committee considers that a competitive base salary for all
employees of the Corporation is a key factor in achieving and maintaining the Corporation’s desired
competitive positioning in the oil and gas industry. See the “Compensation Committee Report” on pages 15
to 17 of this Circular.

(b) Disclose whether or not the board has a compensation committee composed directly of
independent directors. If the board does not have a compensation committee composed
entirely of independent directors and officers, describe what steps the board takes to ensure
an objective process for determining such compensation.

The Board's Compensation Committee is comprised of two independent directors and two non-
independent directors. The two non-independent directors are not part of management but rather have been
categorized as non-independent because they are executive officers of affiliates of the Corporation’s
principal shareholders. The Board does not believe that the two non-independent directors in any way
compromise the objective process for determining the compensation of the President & Chief Executive
Officer, the senior executive officers or the general compensation programs for the Corporation.

(o) If the board has a compensation committee, describe the responsibilities, powers and
oper ation of the compensation committee.

The duties and responsihilities of the Board’' s Compensation Committee are as follows:
1 to establish industry benchmarks and comparables for the Corporation’s approach to

compensation and to determine the salary and benefits of the President & Chief Executive
Officer, subject to the terms of any existing contractual arrangements;



2. on the recommendation of the President & Chief Executive Officer, to determine;

@ the general compensation structure and policies and programs for the Corporation;
and

(b)  thesadary and benefit levels for the senior officers;

3. to review the Corporation’s stock option plan and authorize its use, and to determine the
number of options, and the terms thereof, that may be issued under the plan during any
particular period and to issue or authorize the issuance of such options in accordance with
the plan;

4, to review and make recommendations to the Board on issues that arise in relation to any
employment contracts in force from time to time to time;

5. to review annually all other benefit programs for salaried personnel;
6. to review and approve severance arrangements for senior officers;
7. to deliver the annual report to shareholders on executive compensation required to be

included in the management information circular for the annual meeting;

8. to annually review and report to the Board on the effectiveness from a corporate
governance point of view, of the organizational structure and succession planning processes
of the Corporation;

9. to review and monitor the overall employment environment of the Corporation; and

10. to establish industry benchmarks and comparables for the Corporation’s approval to
compensation.

(d) If acompensation committee consultant or advisor has, at any time since the beginning of the
issuer’s most recently completed financial year, been retained to assist in determining the
compensation for any of the issuer’'s directors and officers, disclose the identity of the
consultant or advisor and briefly summarize the mandate for which they have been retained.
If the consultant or advisor has been retained to perform any other work for theissuer, state
the fact and briefly describe the nature of the work.

The Corporation retained Towers Perrin and Hamilton Hall Soles/Ray & Berndtson during its most
recently completed financial year to assist in determining the compensation for the Corporation’s directors
and officers. The Compensation Committee reviewed the reports of Towers Perrin and Hamilton Hall
Soles/Ray & Berndtson in making its decisions on base salary for executives.

Towers Perrin also provided actuaria services to the Corporation in 2006 related to the
Corporation’s defined benefits plan as well as administrative support for these services. The Corporation
also subscribed to the various compensation surveys completed by Towers Perrin in 2006. Hamilton Hall
Soles/Ray & Berndtson also provided executive search services to the Corporation in 2006.

The Corporation paid Towers Perrin and Hamilton Hall Soles’Ray & Berndtson $65,088 and
$34,102, respectively, for the services they provided the Corporation in 2006.




8. Other Board Committees

If the board has standing committees other than the audit, compensation and nominating committees,
identify the committees and describetheir function.

In addition to the Audit Committee, the Compensation Committee and the Corporate Governance
Committee, the Corporation has a Health, Safety and Environment Committee.

The Hesalth, Safety and Environment Committee is responsible for reviewing and recommending
for approval by the Board updates to the health, safety and environmenta policy, the development with
management and achievement of specific environment objectives and targets, and for monitoring
compliance with the Corporation’s environmental policy and achievement of environmental objectives and
targets.

The members of each committee and the attendance record at committee meetings is disclosed on
pages 5 to 8 of this Circular and on page 3 of this Schedule “B”.

9. Assessments

Disclose whether or not the board, its committees and individual directors are regularly assessed with
respect to their effectiveness and contribution. If assessments are regularly conducted, describe the
process used for the assessments. |f assessments are not regularly conducted, describe how the board
satisfiesitself that the board, its committees, and itsindividual directors are performing effectively.

The process of assessing Board effectiveness is carried on through an informa process of
engagement and dialogue between the Co-Chairs and the individua directors and by a formal process
involving the completion of annual surveys by al of the directors. The responses to the annual assessment
surveys are reviewed by the Co-Chairs, discussed with the directors, as required and lodged for the record
with the Corporate Secretary.

An informal process of assessing the performance of Board Committees and individual directorsis
conducted by way of engagement and dialogue between the Co-Chairs, the Board Committee Chairs and
individual directors.




APPENDIX 1

MANDATE AND RESPONSIBILITIES OF THE BOARD OF DIRECTORS

Stewar dship Responsibility

Subject to the Articles and By-laws of Husky Energy Inc. (the “Corporation”) and applicable law, the
Board of Directors of the Corporation has a stewardship responsibility to:

1 supervise the management of and to oversee the conduct of the business of the
Corporation;

2. provide leadership and direction to the Chief Executive Officer and management;

3. assess the Chief Executive Officer’s performance;

4, set policies appropriate for the business of the Corporation;

5. approve corporate strategies and goals; and

6. be accountable to the Corporation’s shareholders to establish procedures for good

governance and the enhancement of shareholder value.

The day to day management of the business and affairs of the Corporation is delegated by the Board of
Directors to the Chief Executive Officer. The Board will give direction and guidance through the Chief
Executive Officer to management, assign responsibility to management for achievement of the corporate
direction and goals, define limitations of executive authority, and monitor performance against those
objectives and executive limitations. The Chief Executive Officer will keep management informed of the
Board' s evaluation of the senior officers in achieving and complying with goals and policies that can be
established.

Composition of Board of Directors

A. The Board of Directors shall:

11  before each annual general meeting, recommend nominees to the shareholders for
election as directors for the ensuing year;

2. immediately following each annual general meeting:
€) appoint an audit committee, a compensation committee, a corporate governance
committee and a health, safety and environment committee and appoint the chair,

as well as membership, of each committee; and

(b) elect Co-Chairs of the Board and establish their duties and responsihilities;



(© approve the mandate, duties and responsibilities of each committee of the Board
of Directors from time to time;

(d) appoint the Chief Executive Officer of the Corporation, who shall be a member
of the Board of Directors, and establish the duties and responsibilities of the
Chief Executive Officer; and

(e on the recommendation of the Chief Executive Officer, appoint the senior
officers of the Corporation and approve the senior management structure of the
Corporation.
B. A principal responsibility of the Co-Chairs of the Board of Directors will be to manage, and act as

the chief administrative officers of, the Board of Directors with such duties and responsibilities as
the Board may establish from time to time. The Co-Chairs of the Board will be independent of
management.

C. The Board of Directors will meet not less than four times during each year and will endeavor to
hold one meeting in each quarter. The Board will also meet at any other time at the call of the
Co-Chairs of the Board or, subject to the Bylaws of the Corporation, the Chief Executive Officer
or any director.

Specific Responsibilities

The Board of Directors has the following specific duties and responsibilities:

1

Approve, monitor and provide guidance on the strategic planning process. The Chief
Executive Officer and the senior management team will have direct responsibility for the
ongoing strategic planning process and the establishment of long term goals for the
Corporation, which are to be reviewed and approved not less than annually by the Board
of Directors. The Board will provide guidance to the Chief Executive Officer and senior
management team on the Corporation’s ongoing strategic plan. The Board will establish
annual performance objectives against which to measure corporate and executive
performance. Based on the reports from the Chief Executive Officer, the Board will
monitor the success of management in implementing the approved strategies and goals,

Identify the principal risks of the Corporation’s business and use reasonable steps to
ensure the implementation of appropriate systems to manage these risks, and attempting
to achieve a proper balance between the risks incurred and the potential return to
shareholders;

Delegate to the Chief Executive Officer the authority to manage and supervise the
business of the Corporation, including making of al decisions regarding the
Corporation’s operations that are not specifically reserved to the Board of Directors under
the terms of that delegation of authority. Determine what, if any, executive limitations
may be required in the exercise of the authority delegated to management, and in this
regard approve operational policies within which management will operate;

Take reasonable steps to ensure the Corporation has management of the highest caliber.
The Board of Directors will satisfy itself that executive compensation is linked
appropriately to corporate performance. This responsibility is carried out primarily
through the appointment of the Chief Executive Officer as the Corporation’s business
leader. The Board will assess, on an ongoing basis, the Chief Executive Officer's



10.

11.

12.

performance against criteria and objectives established by the Board from time to time.
The Board will also use reasonabl e steps to ensure that the Chief Executive Officer hasin
place adequate programs to recruit, retain, develop and assess the performance of senior
management;

Keep in place adequate and effective succession plans for the Chief Executive Officer
and senior management and review these plans on an annual basis;

Approve the Corporation’s annual financia plans;

Oversee the integrity of the Corporation’s internal control and management information
systems,

Ensure that the Chief Executive Officer and the senior officers maintain and monitor
compliance with the Corporation’s Code of Business Conduct by all employees of the
Corporation;

Approve the Corporation’s communications policy. The Board of Directors will monitor
the policies and procedures that are in place to provide for effective and timely
communication by the Corporation with its shareholders, the Board and with the public
generdly, including effective means to enable shareholders to communicate with senior
management and the Board. The Board will aso monitor the policies and procedures that
are in place to maintain a strong, cohesive and positive image of the Corporation with
shareholders, the oil and gas industry, governments and the public generally. The Board
will put in place the appropriate measures for the receipt of shareholder feedback;

Require that the Board be kept informed of the Corporation’s activities and performance
and take appropriate action to correct inadequate performance;

Provide for the independent functioning of the Board of Directors. The Board will put in
place appropriate procedures to enable the Board to function independently of
management at such times asis desirable or necessary through:

@ the establishment of regular “in camera sessions’ without the Chief Executive
Officer and management being present;

(b) the engagement of outside advisers by directors at the Corporation’s expense
subject to the approval of the Co-Chairs; and

Require the individual directors to be prepared for each Board of Directors and
Committee meeting by having read the reports and background materials provided for the
meeting and to maintain an excellent Board of Directors and Committee meeting
attendance record (the target is 100%).



