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PRESS RELEASE

CANADIAN NATURAL RESOURCES LIMITED ANNOUNCES
2010 SECOND QUARTER RESULTS
CALGARY, ALBERTA — AUGUST 5, 2010 - FOR IMMEDIATE RELEASE

Commenting on second quarter results, Canadian Natural’'s Chairman, Allan Markin stated, “We have reached the mid-
point of 2010 and continue to deliver solid results. The Company had excellent operating performance in all areas with
production volumes either meeting or exceeding guidance. We continue to focus on efficient operations to provide
value, which is evident across our entire asset base.”

John Langille, Vice-Chairman of Canadian Natural continued, “Canadian Natural continues to deliver shareholder value
with excellent second quarter cash flow and earnings. We remain committed to ensuring a strong financial position and
will continue to allocate capital to the highest return projects for the short-, mid- and long-term. All operating divisions
continue to execute the plans for 2010 and provide significant free cash flow to the Company.”

Steve Laut, President for Canadian Natural stated, “The second quarter results demonstrate the strength of our team.
At Horizon, we successfully completed planned maintenance in May and gained another quarter of good operating
experience. Strong thermal execution resulted in significant production volume increases and the ability of our natural
gas team to optimize operations has led to positive results in production and cost control.”

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions, except as noted) 2010 2010% 2009 2010 2009®
Net earnings $ 667 | $ 866 $ 162 | $ 1533 | $ 467
Per common share, basic and diluted $ 061|% 080 $ 015 | $ 141 | $ 0.43
Adjusted net earnings from operations @ $ 688 | $ 658 $ 637 | $ 1,346 | $ 1,364
Per common share, basic and diluted $ 063 $ 061 $ 059 | $ 124 | $ 1.26
Cash flow from operations © $ 1,630 | $ 1,505 $ 1,365 | $ 3135 | $ 2,881
Per common share, basic and diluted $ 149 | $ 1.39 % 1.26 | $ 288 | $ 2.66
Capital expenditures, net of dispositions $ 1,573 | $ 1,072 3 473 | $ 2,645 | $ 1,729
Daily production, before royalties
Natural gas (mmcf/d) 1,237 1,226 1,352 1,231 1,360
Crude oil and NGLs (bbl/d) 443,045 406,266 365,672 424,757 347,943
Equivalent production (boe/d) 649,195 610,556 590,984 629,982 574,654

(1) Per share amounts have been restated to reflect a two-for-one common share split in May 2010.
(2) Adjusted net earnings from operations is a non-GAAP measure that the Company utilizes to evaluate its performance. The derivation of this measure is
discussed in Management’s Discussion and Analysis (“MD&A”).

(3) Cash flow from operations is a non-GAAP measure that the Company considers key as it demonstrates the Company’s ability to fund capital
reinvestment and debt repayment. The derivation of this measure is discussed in the MD&A.



HIGHLIGHTS

= Strong overall performance in the quarter is reflected by increased overall Company production, lower per unit
operating costs, lower development capital costs, and significant free cash flow.

= Record overall Company production for Q2/10 of 649,195 boe/d, an increase of 10% from Q2/09 and 6% from
Q1l/10.

= Total crude oil and NGLs production for Q2/10 was 443,045 bbl/d, an increase of 21% and 9% from Q2/09 and
Q1/10 respectively. Volumes in Q2/10 exceeded the Company’s guidance of 394,000 bbl/d to 426,000 bbl/d due to
excellent results at the Company’s crude oil properties, and reflect increased volumes due to the cyclic nature of
Primrose production, increased production from mining at Horizon Oil Sands (“Horizon”), and a strong primary
heavy crude oil drilling program.

» Total natural gas production for Q2/10 averaged 1,237 mmcf/d, slightly above the Company’s guidance of 1,207
mmcf/d to 1,232 mmcf/d due to continued operational optimization and good drilling results. Q2/10 natural gas
production decreased 9% from Q2/09 and increased 1% from the previous quarter. The increase from Q1/10 was
primarily due to the inclusion of acquisition volumes as previously announced in the Company’s corporate
guidance.

= Quarterly operating expenses on a per unit basis across all major product lines improved reflecting a concentration
on operating efficiencies, optimized production volumes and a lower cost of natural gas used for fuel in North
America. As a result, annual midpoint operating cost guidance was reduced for North America natural gas, and
crude oil and NGLs in North America, North Sea and Offshore West Africa while Oil Sands Mining has remained
unchanged.

= Quarterly cash flow from operations for Q2/10 exceeded $1.6 billion, an increase of 19% and 8% from Q2/09 and
Q1/10 respectively. The increase from Q1/10 reflects the impact of higher crude oil and NGL sales volumes, lower
royalty and production expense and higher realized risk management gains partially offset by the impact of lower
realized crude oil and natural gas pricing.

» Quarterly net earnings for Q2/10 of $667 million, an increase of 312% from Q2/09 and a decrease of 23% from
Q1/10, included the effects of unrealized risk management activities, fluctuations in foreign exchange rates and
stock-based compensation. Excluding these items, quarterly adjusted net earnings from operations for Q2/10 were
$688 million.

= Record thermal heavy crude oil production of approximately 96,000 bbl/d was achieved in Q2/10. Thermal
production levels increased 53% from Q2/09 and 27% from Q1/10.

* In May 2010 planned plant maintenance at Horizon was successfully completed. As a result, Horizon had
exceptional reliability and production volumes in June 2010 and Q2/10 production of 99,950 bbl/d. On July 30,
2010, while carrying out previously announced maintenance to repair unexpected localized pipe wall thinning in the
amine unit, the Company determined that the pipe wall thinning was more extensive than originally estimated.
Although this issue is limited to the amine unit only, and is not technically difficult or a major expenditure to repair, it
has necessitated a plant wide shutdown that is targeted to be complete by mid August. The Company’s annual
production guidance for 2010 has been revised to 90,000 to 100,000 barrels per day of SCO.

= In the second quarter, Canadian Natural drilled 38 primary heavy crude oil wells as part of the planned record
heavy crude oil drilling program for 2010.
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= At Platform B of the Olowi Project 3.7 net wells are on production, and performance is in line with the Company’s
expectations. The Company is targeting to commission and have onstream a further 1.9 net wells in the third
guarter and begin drilling operations on Platform A.

= During Q2/10, the Espoir facilities upgrade on the Floating Production, Storage and Offtake vessel (“FPS0O”) was
completed.

» Canadian Natural is continuing its proposed third phase of the thermal growth plan with a development plan for the
Kirby In Situ Oil Sands Project. The Company anticipates regulatory approval in Q3/10. Final project scope and
corporate sanction is targeted for late 2010.

= Closed previously announced purchases of crude oil and natural gas properties in its core regions in Western
Canada. The Company'’s previously issued guidance reflected production volumes associated with the acquisitions.

= The Company’s shareholders passed a Special Resolution subdividing the common shares of the Company on a
two-for-one basis at the Company’s Annual and Special Meeting held on May 6, 2010 with such subdivision taking
effect on May 21, 2010. All common share, per common share, and stock option amounts have been restated to
reflect the share spilit.

» Declared a quarterly cash dividend on common shares of $0.075 per common share payable October 1, 2010.
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OPERATIONS REVIEW
Activity by core region

Net undeveloped land

Drilling activity

as at six months ended
Jun 30, 2010 Jun 30, 2010
(thousands of net acres) (net wells) @
North America
Northeast British Columbia 2,093 23.0
Northwest Alberta 1,518 27.0
Northern Plains 5,776 339.1
Southern Plains 798 8.6
Southeast Saskatchewan 144 115
Thermal In Situ Oil Sands 486 179.0
10,815 588.2
Oil Sands Mining and Upgrading 115 119.0
North Sea 150 -
Offshore West Africa 4,193 4.7
15,273 711.9
(1) Dirilling activity includes stratigraphic test and service wells.
Drilling activity (number of wells)
Six Months Ended Jun 30
2010 2009
Gross Net Gross Net
Crude oll 356 335 192 187
Natural gas 63 55 87 64
Dry 17 16 20 19
Subtotal 436 406 299 270
Stratigraphic test / service wells 307 306 243 243
Total 743 712 542 513
Success rate (excluding stratigraphic test / service wells) 96% 93%
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North America
North America natural gas

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30

2010 2010 2009 2010 2009

Natural gas production (mmcf/d) 1,219 1,193 1,322 1,206 1,334
Net wells targeting natural gas 11 49 - 60 72
Net successful wells drilled 10 45 - 55 64
Success rate 91% 92% - 92% 89%

Production volumes were higher than anticipated despite the Company’s strategic decision to proactively limit the
North America natural gas drilling program for 2010. Excellent production volumes reflect the Company’s continued
focus on optimizing performance. Volumes decreased 8% from Q2/09. Production increased 2% from Q1/10
primarily due to inclusion of acquisition volumes as previously announced.

Operating costs for natural gas, compared to Q2/09, were $0.01 per mcf lower despite a production volume
decrease of 8% from Q2/09. This demonstrates the Company’s focus on operating efficiencies. Annual midpoint
operating cost guidance has been lowered accordingly.

During Q2/10, the Company closed $949 million of property acquisitions weighted approximately 75% to natural
gas. These acquisitions complement existing Canadian Natural operations in core areas and have significant
operated infrastructure that create operational synergies benefiting both existing Canadian Natural assets and the
acquired assets. The assets have approximately 773,000 net acres of undeveloped land providing significant future
development opportunities.

Canadian Natural targeted 11 net natural gas wells in Q2/10 with a prudent program across the Company’s core
regions. In Northeast British Columbia, 7 net natural gas wells were drilled, while in Northwest Alberta, 3 net natural
gas wells were drilled. In the Southern Plains, 1 net natural gas well was drilled.

Planned drilling activity for Q3/10 includes 25 net natural gas wells.

North America crude oil and NGLs

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30

2010 2010 2009 2010 2009

Crude oil and NGLs production (bbl/d) 275,584 252,450 232,139 264,081 242,926
Net wells targeting crude oil 91 250 97 341 194
Net successful wells drilled 90 240 93 330 183
Success rate 99% 96% 96% 97% 94%

Q2/10 North America crude oil and NGLs production increased 19% from Q2/09 and increased 9% from Q1/10
levels. The increase in production volume from Q1/10 was due to cyclic thermal crude oil at Primrose and a strong
primary heavy crude oil drilling program.

Operating costs for crude oil and NGLs were 23% lower compared to Q2/09 reflecting operating efficiencies, lower
natural gas costs and higher production volumes. Annual midpoint operating cost guidance has been lowered
accordingly.

Surveillance steaming activities continue at Primrose East. Performance has been better than expected and the
Company now targets average production to exceed 20,000 bbl/d in 2010. Canadian Natural plans to return to
normal steaming activities by late 2010 or early 2011.
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Canadian Natural is continuing its proposed third phase of the thermal growth plan with the Kirby In Situ Oil Sands
Project. The Company anticipates regulatory approval in Q3/10. Final project scope and corporate sanction is
targeted for late 2010.

Enhanced crude oil production continues with conversion to polymer flooding at Pelican Lake. Production in this
area averaged approximately 37,000 bbl/d for Q2/10. Enhanced oil recovery (“EOR”) is targeted to accelerate
production levels during the second half of 2010.

Primary heavy crude oil production volumes increased 10% in Q2/10 compared to Q2/09 and increased 3% from
Q1/10, reflecting the Company’s record drilling program planned for 2010.

During Q2/10, drilling activity targeted 91 net wells including 38 wells targeting heavy crude oil, 44 wells targeting
Pelican Lake crude oil, 6 wells targeting thermal crude oil, and 3 wells targeting light crude oil.

Excluding stratigraphic test and service wells, planned drilling activity for Q3/10 includes 330 net crude oil wells,
compared to drilling activity for Q3/09 of 270 net crude oil wells.

International

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Crude oil production (bbl/d)

North Sea 37,669 36,879 40,362 37,276 41,360
Offshore West Africa 29,842 29,942 33,572 29,892 32,010

Natural gas production (mmcf/d)
North Sea 9 15 10 12 10
Offshore West Africa 9 18 20 13 16
Net wells targeting crude oil 1.9 2.8 1.0 4.7 4.2
Net successful wells drilled 1.9 2.8 1.0 4.7 4.2
Success rate 100% 100% 100% 100% 100%

North Sea

Production exceeded guidance and reflected strong well performance and uptimes in the Ninian Field during the
guarter. North Sea crude oil production for Q2/10 was down 7% from Q2/09 and up 2% compared to Q1/10. Third
guarter production guidance reflects proactive planned maintenance.

The Company’s annual guidance for operating costs has been lowered to reflect operational efficiencies, proactive
maintenance and certain one time items recorded in the second quarter.

The Company recommenced platform drilling operations at the beginning of the second quarter and continues to
focus on maturing and high grading its inventory of future drilling locations. The Company maintains focus on
maximizing efficiencies and operational performance.

Offshore West Africa

Offshore West Africa’s crude oil production decreased 11% from Q2/09 and was comparable to Q1/10. Production,
which was impacted by a planned shutdown at Espoir for the installation of facilities upgrades, was at the high end
of the Company’s previously issued guidance.

Crude oil production expense increased from Q1/10 due to increased liftings from the higher cost Olowi Field and
the plant shutdown at Espoir for facilities upgrades. Annual midpoint operating cost guidance has been lowered to
$14.00 to $16.00 per barrel.

At Platform B of the Olowi Project 3.7 net wells are on production, and performance is in line with the Company’s
expectations. The Company is targeting to commission and have onstream a further 1.9 net wells in the third
guarter and begin drilling operations on Platform A.
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Oil Sands Mining and Upgrading

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Synthetic crude oil production (bbl/d) 99,950 86,995 59,599 93,508 31,647

Horizon SCO production was 99,950 bbl/d in Q2/10, an increase of 68% from Q2/09 and an increase of 15% from
Q1/10. The planned maintenance outage in May 2010 proved successful as June 2010 volumes increased to
approximately 117,600 bbl/d. The Company will continue strategic maintenance as required to target stable
production levels with annual production guidance for 2010 targeted for 90,000 to 100,000 barrels per day of SCO
at Horizon. Monthly average production for Horizon is provided on the Company’s website.

Operational costs in Q2/10 averaged $32.27 per barrel of SCO (including approximately $3.18 per barrel of natural
gas input costs), primarily due to stabilized production volumes at levels approaching plant capacity, and a focus on
proactive maintenance and operational optimization. The Company continues to target operating costs between
$31.00 to $37.00 per barrel of SCO for 2010.

As provided in the Company’s issued guidance, 2010 capital expenditures at Horizon were decreased by $152
million due to limited Phase 2/3 spending which remains focused on the construction of the third Ore Preparation
Plant, completion of the Mine Maintenance Shop and additional product tankage.

On July 30, 2010, while carrying out previously announced maintenance to repair unexpected localized pipe wall
thinning in the amine unit, the Company determined that the pipe wall thinning was more extensive than originally
estimated. Although this issue is limited to the amine unit only, and is not technically difficult or a major expenditure
to repair, it has necessitated a plant wide shutdown that is targeted to be complete by mid August. As a result
planned maintenance originally targeted for late August and September has been moved forward including furnace
pigging cycles and screen changes in the Ore Preparation Plant.

Engineering and procurement for Tranche 2 of the Phase 2/3 expansion is progressing with a focus on increasing
reliability and uptime. Tranches 3 and 4 of Phase 2/3 continue to be re-profiled. The Company continues to work on
completing its lessons learned from the construction of Phase 1 and implementing these into the development of
future expansions.

MARKETING
Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Crude oil and NGLs pricing
WTI® benchmark price (US$/bbl) $ 7799 | $ 78.79 59.61 78.39 51.46
Western Canadian Select blend
differential from WTI (%) 18% 12% 13% 15% 16%
SCO price (US$/bbl) $ 76.44 | $ 79.37 58.42 77.90 51.74
Average realized pricing before risk
management® (C$/bbl) $ 63.62 | $ 68.76 59.56 66.10 50.12
Natural gas pricing
AECO benchmark price (C$/GJ) $ 3.66 | $ 5.07 3.46 4.36 4.40
Average realized pricing before risk
management (C$/mcf) $ 386 9% 5.19 4.11 4.52 4.78

(1) Refers to West Texas Intermediate (WTI) crude oil barrel priced at Cushing, Oklahoma.

(2) Excludes SCO.

» In Q2/10, the Western Canadian Select (“WCS") heavy crude oil differential as a percent of WTI averaged 18%,
compared to 12% in Q1/10. Heavy crude oil differentials widened in Q2/10 reflecting widening crude oil crack

spreads.
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During Q2/10, the Company contributed approximately 165,000 bbl/d of its heavy crude oil streams to the WCS
blend as market conditions resulted in optimal pricing for heavy crude oil.

In Q1/10, the Company announced, together with North West Upgrading Inc., the submission of a joint proposal to
the Alberta Government to construct and operate a bitumen refinery near Redwater, Alberta under the Alberta
Royalty Framework’s Bitumen Royalty In Kind (“BRIK”) program. In Q2/10, the Government of Alberta announced
that the proposal had been selected for exclusive negotiations following a comprehensive review. Further project
development is dependent upon successful completion of these negotiations on commercially acceptable terms
and final project sanction by the respective parties.

FINANCIAL REVIEW

The financial position of the Company remains robust and the Company continually examines its liquidity position
and targets a low risk approach to finance. The commodity hedging program, its existing credit facilities and capital
expenditure programs all support a flexible financial position:

- Alarge and diverse asset base spread over various commaodity types - produced in excess of 649,000 boe/d in
Q2/10, with 95% of production located in G8 countries.

- Financial stability and liquidity - cash flow from operations of $1.6 billion with available unused bank lines of
$2.5 billion at June 30, 2010.

- Flexibility in asset base and positive free cash flow produced from North America, Horizon, the North Sea and
Offshore West Africa allows for a disciplined capital allocation program.

A strong balance sheet with debt to book capitalization of 31% and debt to EBITDA of 1.3 times.

Declared a quarterly cash dividend on common shares of C$0.075 per common share, payable October 1, 2010.

OUTLOOK

The Company forecasts 2010 production levels before royalties to average between 1,229 and 1,256 mmcf/d of natural
gas and between 421,000 and 449,000 bbl/d of crude oil and NGLs. Q3/10 production guidance before royalties is
forecast to average between 1,247 and 1,271 mmcf/d of natural gas and between 414,000 and 445,000 bbl/d of crude
oil and NGLs. Detailed guidance on production levels, capital allocation and operating costs can be found on the
Company's website at www.cnrl.com.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Forward-Looking Statements

Certain statements relating to Canadian Natural Resources Limited (the “Company”) in this document or documents
incorporated herein by reference constitute forward-looking statements or information (collectively referred to herein as
“forward-looking statements”) within the meaning of applicable securities legislation. Forward-looking statements can be
identified by the words “believe”, “anticipate”, “expect”, “plan”, “estimate”, “target”, “continue”, “could”, “intend”, “may”,
“potential”, “predict”, “should”, “will", “objective”, “project”, “forecast”, “goal”’, “guidance”, “outlook”, “effort”, “seeks”,
“schedule” or expressions of a similar nature suggesting future outcome or statements regarding an outlook. Disclosure
related to expected future commodity pricing, production volumes, royalties, operating costs, capital expenditures and
other guidance provided throughout this Management’s Discussion and Analysis (“MD&A”), constitute forward-looking
statements. Disclosure of plans relating to and expected results of existing and future developments, including but not
limited to Horizon Oil Sands, Primrose East, Pelican Lake, Olowi Field (Offshore Gabon), and the Kirby Thermal Oil
Sands Project also constitute forward-looking statements. This forward-looking information is based on annual budgets
and multi-year forecasts, and is reviewed and revised throughout the year if necessary in the context of targeted
financial ratios, project returns, product pricing expectations and balance in project risk and time horizons. These
statements are not guarantees of future performance and are subject to certain risks. The reader should not place
undue reliance on these forward-looking statements as there can be no assurances that the plans, initiatives or
expectations upon which they are based will occur.

In addition, statements relating to “reserves” are deemed to be forward-looking statements as they involve the implied
assessment based on certain estimates and assumptions that the reserves described can be profitably produced in the
future. There are numerous uncertainties inherent in estimating quantities of proved crude oil and natural gas reserves
and in projecting future rates of production and the timing of development expenditures. The total amount or timing of
actual future production may vary significantly from reserve and production estimates.

The forward-looking statements are based on current expectations, estimates and projections about the Company and
the industry in which the Company operates, which speak only as of the date such statements were made or as of the
date of the report or document in which they are contained, and are subject to known and unknown risks and
uncertainties that could cause the actual results, performance or achievements of the Company to be materially
different from any future results, performance or achievements expressed or implied by such forward-looking
statements. Such risks and uncertainties include, among others: general economic and business conditions which will,
among other things, impact demand for and market prices of the Company’s products; volatility of and assumptions
regarding crude oil and natural gas prices; fluctuations in currency and interest rates; assumptions on which the
Company’s current guidance is based; economic conditions in the countries and regions in which the Company
conducts business; political uncertainty, including actions of or against terrorists, insurgent groups or other conflict
including conflict between states; industry capacity; ability of the Company to implement its business strategy, including
exploration and development activities; impact of competition; the Company’s defense of lawsuits; availability and cost
of seismic, drilling and other equipment; ability of the Company and its subsidiaries to complete capital programs; the
Company’s and its subsidiaries’ ability to secure adequate transportation for its products; unexpected difficulties in
mining, extracting or upgrading the Company’s bitumen products; potential delays or changes in plans with respect to
exploration or development projects or capital expenditures; ability of the Company to attract the necessary labour
required to build its thermal and oil sands mining projects; operating hazards and other difficulties inherent in the
exploration for and production and sale of crude oil and natural gas; availability and cost of financing; the Company’s
and its subsidiaries’ success of exploration and development activities and their ability to replace and expand crude oil
and natural gas reserves; timing and success of integrating the business and operations of acquired companies;
production levels; imprecision of reserve estimates and estimates of recoverable quantities of crude oil, bitumen, natural
gas and natural gas liquids (“NGLs") not currently classified as proved; actions by governmental authorities;
government regulations and the expenditures required to comply with them (especially safety and environmental laws
and regulations and the impact of climate change initiatives on capital and operating costs); asset retirement
obligations; the adequacy of the Company’s provision for taxes; and other circumstances affecting revenues and
expenses. The Company’s operations have been, and in the future may be, affected by political developments and by
federal, provincial and local laws and regulations such as restrictions on production, changes in taxes, royalties and
other amounts payable to governments or governmental agencies, price or gathering rate controls and environmental
protection regulations. Should one or more of these risks or uncertainties materialize, or should any of the Company’s
assumptions prove incorrect, actual results may vary in material respects from those projected in the forward-looking
statements. The impact of any one factor on a particular forward-looking statement is not determinable with certainty as
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such factors are dependent upon other factors, and the Company’s course of action would depend upon its assessment
of the future considering all information then available.

Readers are cautioned that the foregoing list of factors is not exhaustive. Unpredictable or unknown factors not
discussed in this report could also have material adverse effects on forward-looking statements. Although the Company
believes that the expectations conveyed by the forward-looking statements are reasonable based on information
available to it on the date such forward-looking statements are made, no assurances can be given as to future results,
levels of activity and achievements. All subsequent forward-looking statements, whether written or oral, attributable to
the Company or persons acting on its behalf are expressly qualified in their entirety by these cautionary statements.
Except as required by law, the Company assumes no obligation to update forward-looking statements should
circumstances or Management'’s estimates or opinions change.

Management’s Discussion and Analysis

Management’'s Discussion and Analysis of the financial condition and results of operations of the Company should be
read in conjunction with the unaudited interim consolidated financial statements for the six months ended June 30, 2010
and the MD&A and the audited consolidated financial statements for the year ended December 31, 2009.

All dollar amounts are referenced in millions of Canadian dollars, except where noted otherwise. The financial
statements have been prepared in accordance with generally accepted accounting principles in Canada (“GAAP”). This
MD&A includes references to financial measures commonly used in the crude oil and natural gas industry, such as
adjusted net earnings from operations, cash flow from operations, and cash production costs. These financial measures
are not defined by GAAP and therefore are referred to as non-GAAP measures. The non-GAAP measures used by the
Company may not be comparable to similar measures presented by other companies. The Company uses these non-
GAAP measures to evaluate its performance. The non-GAAP measures should not be considered an alternative to or
more meaningful than net earnings, as determined in accordance with GAAP, as an indication of the Company's
performance. The non-GAAP measures adjusted net earnings from operations and cash flow from operations are
reconciled to net earnings, as determined in accordance with GAAP, in the “Financial Highlights” section of this MD&A.
The derivation of cash production costs is included in the “Operating Highlights — Oil Sands Mining and Upgrading”
section of this MD&A. The Company also presents certain non-GAAP financial ratios and their derivation in the
“Liquidity and Capital Resources” section of this MD&A.

The calculation of barrels of oil equivalent (“boe”) is based on a conversion ratio of six thousand cubic feet (“mcf”) of
natural gas to one barrel (“*bbl”) of crude oil to estimate relative energy content. This conversion may be misleading,
particularly when used in isolation, since the 6 mcf:1 bbl ratio is based on an energy equivalency at the burner tip and
does not represent the value equivalency at the wellhead.

Production volumes and per barrel statistics are presented throughout this MD&A on a “before royalty” or “gross” basis,
and realized prices are net of transportation and blending costs and exclude the effect of risk management activities.
Production on an “after royalty” or “net” basis is also presented for information purposes only.

The following discussion refers primarily to the Company’s financial results for the six and three months ended June 30,
2010 in relation to the comparable periods in 2009 and the first quarter of 2010. The accompanying tables form an
integral part of this MD&A. This MD&A is dated August 4, 2010. Additional information relating to the Company,
including its amended Annual Information Form for the year ended December 31, 2009, is available on SEDAR at
www.sedar.com, and on EDGAR at www.sec.gov.
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FINANCIAL HIGHLIGHTS

($ millions, except per common share amounts)

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30

2010 2010% 2009 2010 2009

Revenue, before royalties $ 3614 | $ 3580 $ 2,750 | $ 7,194 | $ 4,936
Net earnings $ 667 | $ 866 $ 162 | $ 1533 | $ 467
Per common share — basic and diluted $ 061|% 0.80 $ 015 | $ 141 | % 0.43
Adjusted net earnings from operations @ $ 688 | $ 658 $ 637 | $ 1,346 | $ 1,364
Per common share — basic and diluted $ 063 | % 061 $ 059 |3 124 | % 1.26
Cash flow from operations © $ 1,630 | $ 1,505 $ 1,365 | $ 3,135 | $ 2,881
Per common share — basic and diluted $ 149 | $ 1.39 $ 1.26 | $ 288 | $ 2.66
Capital expenditures, net of dispositions $ 1573 | $ 1,072 % 473 | $ 2645 | $ 1,729

)
@

©)

Per share amounts have been restated to reflect a two-for-one common share split in May 2010.

Adjusted net earnings from operations is a non-GAAP measure that represents net earnings adjusted for certain items of a non-operational nature. The
Company evaluates its performance based on adjusted net earnings from operations. The reconciliation “Adjusted Net Earnings from Operations”
presented below lists the after-tax effects of certain items of a non-operational nature that are included in the Company’s financial results. Adjusted net
earnings from operations may not be comparable to similar measures presented by other companies.

Cash flow from operations is a non-GAAP measure that represents net earnings adjusted for non-cash items before working capital adjustments. The
Company evaluates its performance based on cash flow from operations. The Company considers cash flow from operations a key measure as it
demonstrates the Company’s ability to generate the cash flow necessary to fund future growth through capital investment and to repay debt. The
reconciliation “Cash Flow from Operations” presented below lists certain non-cash items that are included in the Company’s financial results. Cash flow
from operations may not be comparable to similar measures presented by other companies.

Adjusted Net Earnings from Operations

Three Months Ended

Six Months Ended

12

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Net earnings as reported $ 667 | $ 866 $ 162 | $ 1533 | $ 467
Stock-based compensation (recovery) expense, net of tax @@ (58) 2 67 (60) 70
Unrealized risk management (gain) loss, net of tax ® (64) (154) 676 (218) 996
Unrealized foreign exchange loss (gain), net of tax © 143 (135) (268) 8 (150)
Effect pf s_t_a_tut(zg?/ tax rate and other legislative changes on future income
tax liabilities - 83 - 83 (29)
Adjusted net earnings from operations $ 688 | $ 658 % 637 |$ 1346 |$ 1,364

(@) The Company’s employee stock option plan provides for a cash payment option. Accordingly, the intrinsic value of the outstanding vested options is
recorded as a liability on the Company’s balance sheet and periodic changes in the intrinsic value are recognized in net earnings or are capitalized to
Oil Sands Mining and Upgrading construction costs.

(b) Derivative financial instruments are recorded at fair value on the balance sheet, with changes in fair value of non-designated hedges recognized in
net earnings. The amounts ultimately realized may be materially different than reflected in the financial statements due to changes in prices of the

underlying items hedged, primarily crude oil and natural gas.

(@]

Unrealized foreign exchange gains and losses result primarily from the translation of US dollar denominated long-term debt to period-end exchange
rates, offset by the impact of cross currency swaps, and are recognized in net earnings.

(d) All substantively enacted or enacted adjustments in applicable income tax rates and other legislative changes are applied to underlying assets and
liabilities on the Company’s consolidated balance sheet in determining future income tax assets and liabilities. The impact of these tax rate and other
legislative changes is recorded in net earnings during the period the legislation is substantively enacted or enacted. During the first quarter of 2010,
the Canadian Federal budget proposed changes to the taxation of stock options surrendered by employees for cash payments. As a result of the
proposed changes, the Company anticipates that Canadian based employees will no longer surrender their options for cash payments, resulting in a
loss of future income tax deductions for the Company. The impact of this change was an $83 million charge to future income tax expense during the
first quarter. Income tax rate changes in the first quarter of 2009 resulted in a reduction of future income tax liabilities of approximately $19 million in
North America.
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Cash Flow from Operations

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Net earnings 667 | $ 866 $ 162 | $ 1533 | $ 467
Non-cash items:
Depletion, depreciation and amortization 836 771 664 1,607 1,310
Asset retirement obligation accretion 26 26 24 52 43
Stock-based compensation (recovery) expense (58) ) 92 (60) 96
Unrealized risk management (gain) loss (82) (208) 946 (290) 1,409
Unrealized foreign exchange loss (gain) 165 (150) (320) 15 (182)
Deferred petroleum revenue tax expense (recovery) 5 7 2 12 (5)
Future income tax expense (recovery) 71 195 (201) 266 (257)
Cash flow from operations 1,630 | $ 1505 $ 1,365 | $ 3,135 | $ 2,881

SUMMARY OF CONSOLIDATED NET EARNINGS AND CASH FLOW FROM OPERATIONS

Net earnings for the six months ended June 30, 2010 were $1,533 million compared to $467 million for the six months
ended June 30, 2009. Net earnings for the six months ended June 30, 2010 included net unrealized after-tax income of
$187 million related to the effects of risk management activities, fluctuations in foreign exchange rates, fluctuations in
stock-based compensation, and the impact of statutory tax rate changes on future income tax liabilities, compared to
net unrealized after-tax expenses of $897 million for the six months ended June 30, 2009. Excluding these items,
adjusted net earnings from operations for the six months ended June 30, 2010 were $1,346 million compared to $1,364
million for the six months ended June 30, 2009.

Net earnings for the second quarter of 2010 were $667 million compared to $162 million for the second quarter of 2009
and $866 million for the prior quarter. Net earnings for the second quarter of 2010 included net unrealized after-tax
expenses of $21 million related to the effects of risk management activities, fluctuations in foreign exchange rates and
stock-based compensation, compared to net unrealized after-tax expenses of $475 million for the second quarter of
2009 and net unrealized after-tax income of $208 million for the prior quarter. Excluding these items, adjusted net
earnings from operations for the second quarter of 2010 were $688 million compared to $637 million for the second
quarter of 2009 and $658 million for the prior quarter. The increase in adjusted net earnings from the comparable
periods in 2009 was primarily due to the impact of higher realized crude oil pricing, higher crude oil and NGL sales
volumes including crude oil volumes associated with Horizon, and realized foreign exchange gains, partially offset by
higher production expense, higher royalty expense, lower realized risk management gains, higher depletion,
depreciation and amortization expense, and the impact of the stronger Canadian dollar. The increase in adjusted net
earnings from the prior quarter was primarily due to the impact of higher crude oil and NGL sales volumes including
Horizon, lower production expense, lower royalty expense, and realized risk management gains, partially offset by the
impact of lower realized crude oil and natural gas pricing and higher depletion, depreciation and amortization expense.

The impacts of unrealized risk management activities, stock-based compensation, and changes in foreign exchange
rates are expected to continue to contribute to significant quarterly volatility in consolidated net earnings and are
discussed in detail in the relevant sections of this MD&A.

Cash flow from operations for the six months ended June 30, 2010 was $3,135 million compared to $2,881 million for
the six months ended June 30, 2009. Cash flow from operations for the second quarter of 2010 was $1,630 million
compared to $1,365 million for the second quarter of 2009 and $1,505 million for the prior quarter. The increase in cash
flow from operations from the comparable periods in 2009 was primarily due to the impact of higher realized crude oil
pricing, higher crude oil and NGL sales volumes including crude oil volumes associated with Horizon, and realized
foreign exchange gains, partially offset by higher production expense, higher royalty expense, lower realized risk
management gains, higher cash taxes and the impact of the stronger Canadian dollar. The increase in cash flow from
operations from the prior quarter was primarily due to the impact of higher crude oil and NGL sales volumes including
Horizon, lower production expense, lower royalty expense, and realized risk management gains partially offset by the
impact of lower realized crude oil and natural gas pricing.
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Total production before royalties for the six months ended June 30, 2010 increased 10% to 629,982 boe/d from
574,654 boe/d for the six months ended June 30, 2009. Total production before royalties for the second quarter of 2010
increased 10% to 649,195 boe/d from 590,984 boe/d for the second quarter of 2009 and 6% from 610,556 boe/d for the
prior quarter. Production for the second quarter of 2010 exceeded the Company’s previously issued guidance.

SUMMARY OF QUARTERLY RESULTS

The following is a summary of the Company’s quarterly results for the eight most recently completed quarters:

($ millions, except per common share Jun 30 Mar 31 Dec 31 Sep 30

amounts) 2010 2010% 2009" 2009Y
Revenue, before royalties $ 3,614 % 3,580 $ 3,319 $ 2,823
Net earnings $ 667 $ 866 $ 455 $ 658
Net earnings per common share

— Basic and diluted $ 061 $ 0.80 $ 042 $ 0.61
($ millions, except per common share Jun 30 Mar 31 Dec 31 Sep 30

amounts) 2009 2009% 2008% 2008%
Revenue, before royalties $ 2,750 $ 2,186 $ 2511 $ 4,583
Net earnings $ 162 $ 305 % 1,770 $ 2,835

Net earnings per common share
— Basic and diluted $ 015 $ 028 $ 164 $ 2.62

(1) Per share amounts have been restated to reflect a two-for-one common share split in May 2010.

Volatility in quarterly net earnings over the eight most recently completed quarters was primarily due to:

14

Crude oil pricing — The impact of fluctuating demand, inventory storage levels and geopolitical uncertainties on
worldwide benchmark pricing, and the fluctuations in the Heavy Crude Oil Differential from WTI (“Heavy
Differential”) in North America.

Natural gas pricing — The impact of seasonal fluctuations in both the demand for natural gas and inventory
storage levels, and the impact of increased shale gas production in the US, as well as fluctuations in imports of
liquefied natural gas into the US.

Crude oil and NGLs sales volumes — Fluctuations in production due to the cyclic nature of the Company’s
Primrose thermal projects, the results from the Pelican Lake water and polymer flood projects, and the
commencement and ramp up of operations at Horizon. Sales volumes also reflected fluctuations due to timing of
liftings and maintenance activities in the North Sea and Offshore West Africa.

Natural gas sales volumes — Fluctuations in production due to the Company’s strategic decision to reduce natural
gas drilling activity in North America and the allocation of capital to higher return crude oil projects, as well as
natural decline rates and the impact of acquisitions.

Production expense — Fluctuations primarily due to the impact of the demand for services, industry-wide
inflationary cost pressures experienced in prior quarters, fluctuations in product mix, the impact of seasonal costs
that are dependent on weather, production and cost optimizations in North America and the commencement of
operations at Horizon and the Olowi Field in Offshore Gabon.

Depletion, depreciation and amortization — Fluctuations due to changes in sales volumes, proved reserves,
finding and development costs associated with crude oil and natural gas exploration, estimated future costs to
develop the Company’s proved undeveloped reserves, the commencement of operations at Horizon and the Olowi
Field in Offshore Gabon, and the impact of an impairment at the Olowi Field at December 31, 2009.

Stock-based compensation — Fluctuations due to the mark-to-market movements of the Company’s stock-based
compensation liability. Stock-based compensation expense (recovery) reflected fluctuations in the Company’s
share price.

Risk management — Fluctuations due to the recognition of gains and losses from the mark-to-market and
subsequent settlement of the Company’s risk management activities.
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= Foreign exchange rates — Changes in the Canadian dollar relative to the US dollar impacted the realized price the
Company received for its crude oil and natural gas sales, as sales prices are based predominately on US dollar
denominated benchmarks. Fluctuations in unrealized foreign exchange gains and losses are recorded with respect
to US dollar denominated debt and the re-measurement of North Sea future income tax liabilities denominated in
UK pounds sterling to US dollars, partially offset by the impact of cross currency swap hedges.

= Income tax expense (recovery) — Fluctuations in income tax expense (recovery) include statutory tax rate and
other legislative changes substantively enacted or enacted in the various periods.

BUSINESS ENVIRONMENT

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
WTI benchmark price (US$/bbl) $ 7799 | $ 78.79 $ 590.61 | $ 78.39 | $ 51.46
Dated Brent benchmark price (US$/bbl) $ 78.27 | $ 76.32 $ 58.78 | $ 7730 | $ 51.65
WCS blend differential from WTI (US$/bbl) $ 1412 | $ 9.06 $ 743 | $ 1160 | $ 8.20

WCS blend differential from WTI (%) 18% 12% 13% 15% 16%

SCO price (US$/bbl) @ $ 7644 |$ 7937 $ 58.42 | $ 77.90 | $ 51.74
Condensate benchmark price (US$/bbl) $ 82.81 | $ 84.82 $ 58.30 | $ 83.81|$ 50.91
NYMEX benchmark price (US$/mmbtu) $ 408 | $ 538 $ 359 | % 472 | % 4.23
AECO benchmark price (C$/GJ) $ 3.66 | $ 507 $ 346 | $ 436 | $ 4.40
US / Canadian dollar average exchangerate |$ 09731 |$ 0.9615 $ 0.8571|$ 09673 | $ 0.8293

(1) Synthetic Crude Oil (“SCQ”)

Commodity Prices

Crude oil sales contracts in the North America segment are typically based on WTI benchmark pricing. WTI averaged
US$78.39 per bbl for the six months ended June 30, 2010, an increase of 52% from US$51.46 per bbl for the six
months ended June 30, 2009. WTI averaged US$77.99 per bbl for the second quarter of 2010, an increase of 31%
from US$59.61 per bbl for the second quarter of 2009, and was comparable to the prior quarter. WTI pricing was
reflective of the overall balanced supply and demand environment, with strong Asian demand offsetting the demand
decline related to the Organization of Economic Co-operation and Development ("OECD").

Crude oil sales contracts for the Company’s North Sea and Offshore West Africa segments are typically based on
Dated Brent (“Brent”) pricing, which is more reflective of international markets and overall supply and demand. Brent
averaged US$77.30 per bbl for the six months ended June 30, 2010, an increase of 50% compared to US$51.65 per
bbl for the six months ended June 30, 2009. Brent averaged US$78.27 per bbl for the second quarter of 2010, an
increase of 33% compared to US$58.78 per bbl for the second quarter of 2009, and 3% from US$76.32 per bbl for the
prior quarter. High inventory levels at Cushing during the second quarter resulted in Brent prices exceeding WTI.

The Western Canadian Select (“WCS”) Heavy Differential averaged 15% for the six months ended June 30, 2010
compared to 16% for the six months ended June 30, 2009. The WCS Heavy Differential widened in the second quarter
of 2010, averaging 18% compared to 13% for the second quarter of 2009 and 12% for the prior quarter due to
improved refinery utilizations.

The Company anticipates continued volatility in crude oil pricing benchmarks due to the unpredictable nature of supply
and demand factors, geopolitical events, and the timing and extent of the near term economic recovery. The Heavy
Differential is expected to continue to reflect seasonal demand fluctuations and refinery margins.
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NYMEX natural gas prices averaged US$4.72 per mmbtu for the six months ended June 30, 2010, an increase of 12%
from US$4.23 per mmbtu for the six months ended June 30, 2009. NYMEX natural gas prices averaged US$4.08 per
mmbtu for the second quarter of 2010, an increase of 14% from US$3.59 per mmbtu for the second quarter of 2009,
and a decrease of 24% from US$5.38 per mmbtu for the prior quarter. AECO natural gas prices for the six months
ended June 30, 2010 averaged $4.36 per GJ, comparable to prices for the six months ended June 30, 2009. AECO
natural gas prices for the second quarter of 2010 increased 6% to average $3.66 per GJ from $3.46 per GJ in the
second quarter of 2009, and decreased 28% from $5.07 per GJ for the prior quarter. Natural gas prices reflected lower
benchmark pricing during the second quarter. Weather patterns in the Northeast part of the United States and drilling
shut-ins in the Gulf of Mexico temporarily mitigated seasonal pricing declines.

Update to Alberta Royalty Framework

On January 1, 2009, changes to the Alberta royalty regime under the Alberta Royalty Framework (“ARF”) came into
effect, including the implementation of a sliding scale for oil sands royalties ranging from 1% to 9% on a gross revenue
basis pre-payout and 25% to 40% on a net revenue basis post-payout, depending on benchmark crude oil pricing.

In addition, on January 1, 2009, new royalty formulas under the ARF for conventional crude oil and natural gas,

specifying royalties on sliding scales ranging up to 50%, depending on commodity prices and well productivity, came
into effect.

In March 2010, the Government of Alberta modified the conventional crude oil and natural gas royalty rates. These
changes, effective January 1, 2011, include:

= A reduction in the maximum royalty rate to 5% on new natural gas and conventional crude oil wells for the first 12
months after the start of production, subject to volume limits of 500 mmcfe and 50,000 boe respectively.

= A reduction in the maximum royalty rate for conventional crude oil from 50% to 40% and a reduction in the
maximum royalty rate for conventional and unconventional natural gas from 50% to 36%.

In May 2010, the Government of Alberta announced further changes to conventional crude oil and natural gas royalty
rates, effective May 1, 2010, including:

= An extension of the period subject to the 5% maximum royalty rate for coalbed methane and shale gas wells to the
first 36 months after start of production, subject to volume limits of 750 mmcfe for coalbed methane and no volume
limits for shale gas.

= An extension of the period subject to the 5% maximum royalty rate for horizontal natural gas and conventional
crude oil wells. The period for horizontal natural gas wells is extended to the first 18 months after start of
production, and volumes of 500 mmcfe. Limits on production months and volumes for conventional crude oil will be
set according to the measured depth of the wells.

Modifications were also made to the natural gas deep drilling program, including changes to depth requirements. The

government also announced changes to the price components of oil and gas royalty formulas to reduce the royalty rate
at prices higher than $85.00 per bbl and $5.25 per GJ respectively.
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DAILY PRODUCTION, before royalties

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Crude oil and NGLs (bbl/d)
North America — Conventional 275,584 252,450 232,139 264,081 242,926
North America —

Oil Sands Mining and Upgrading 99,950 86,995 59,599 93,508 31,647
North Sea 37,669 36,879 40,362 37,276 41,360
Offshore West Africa 29,842 29,942 33,572 29,892 32,010

443,045 406,266 365,672 424,757 347,943
Natural gas (mmcf/d)
North America 1,219 1,193 1,322 1,206 1,334
North Sea 9 15 10 12 10
Offshore West Africa 9 18 20 13 16

1,237 1,226 1,352 1,231 1,360

Total barrels of oil equivalent (boe/d) 649,195 610,556 590,984 629,982 574,654
Product mix
Light/medium crude oil and NGLs 18% 19% 21% 18% 21%
Pelican Lake crude oil 6% 6% 6% 6% 6%
Primary heavy crude oil 14% 15% 14% 15% 15%
Thermal heavy crude oil 15% 12% 11% 14% 13%
Synthetic crude oil 15% 14% 10% 15% 6%
Natural gas 32% 34% 38% 32% 39%
Percentage of gross revenue

(excluding midstream revenue)

Crude oil and NGLs 86% 82% 79% 84% 73%
Natural gas 14% 18% 21% 16% 27%
(1) Net of transportation and blending costs and excluding risk management activities.
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DAILY PRODUCTION, net of royalties

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Crude oil and NGLs (bbl/d)
North America — Conventional 228,781 206,094 197,281 217,501 210,819
North America —

Oil Sands Mining and Upgrading 96,543 83,918 58,467 90,266 31,067
North Sea 37,581 36,803 40,292 37,194 41,273
Offshore West Africa 28,225 28,927 30,470 28,574 29,411

391,130 355,742 326,510 373,535 312,570

Natural gas (mmcf/d)
North America 1,149 1,101 1,313 1,125 1,247
North Sea 9 15 10 12 10
Offshore West Africa 8 17 18 13 15
1,166 1,133 1,341 1,150 1,272
Total barrels of oil equivalent (boe/d) 585,556 544,553 550,053 565,170 524,538

The Company'’s business approach is to maintain large project inventories and production diversification among each of
the commodities it produces; namely natural gas, light/medium crude oil and NGLs, Pelican Lake crude oil, primary
heavy crude oil, thermal heavy crude oil, and SCO.

Total crude oil and NGLs production for the six months ended June 30, 2010 increased 22% to 424,757 bbl/d from
347,943 bbl/d for the six months ended June 30, 2009. The increase was primarily due to the higher volumes from the
Company'’s thermal and Horizon operations.

Total crude oil and NGLs production for the second quarter of 2010 increased 21% to 443,045 bbl/d from 365,672 bbl/d
for the second quarter of 2009, and 9% from 406,266 bbl/d for the prior quarter. The increases from the comparable
periods were primarily related to the cyclic nature of the Company’s thermal operations and increased Horizon
production. Crude oil and NGLs production in the second quarter of 2010 exceeded the Company’s previously issued
guidance of 394,000 to 426,000 bbl/d.

Natural gas production for the six months ended June 30, 2010 averaged 1,231 mmcf/d compared to 1,360 mmcf/d for
the six months ended June 30, 2009. Natural gas production for the second quarter of 2010 decreased 9% to 1,237
mmcf/d compared to 1,352 mmcf/d for the second quarter of 2009 and was comparable to the prior quarter. The
decrease in natural gas production from the comparable periods in 2009 reflects the expected production declines due
to the allocation of capital to higher return crude oil projects, which resulted in a strategic reduction of natural gas drilling
activity. Natural gas production in the second quarter of 2010 exceeded the Company’s previously issued guidance of
1,207 to 1,232 mmcf/d.

For 2010, annual production guidance is targeted to average between 421,000 and 449,000 bbl/d of crude oil and NGLs
and between 1,229 and 1,256 mmcf/d of natural gas. Third quarter 2010 production guidance is targeted to average
between 414,000 and 445,000 bbl/d of crude oil and NGLs and between 1,247 and 1,271 mmcf/d of natural gas.
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North America — Conventional

North America conventional crude oil and NGLs production for the six months ended June 30, 2010 increased 9% to
average 264,081 bbl/d from 242,926 bbl/d for the six months ended June 30, 2009. Second quarter North America
conventional crude oil and NGLs production increased 19% to average 275,584 bbl/d, compared to 232,139 bbl/d for
the second quarter of 2009, and 9% from 252,450 bbl/d for the prior quarter. Increases in crude oil and NGLs
production were primarily due to the cyclic nature of the Company’s thermal production and a record heavy oil drilling
program, and exceeded expectations. Production of conventional crude oil and NGLs exceeded the Company’s
previously issued guidance of 255,000 bbl/d to 265,000 bbl/d for the second quarter of 2010.

Natural gas production for the six months ended June 30, 2010 decreased 10% to 1,206 mmcf/d from 1,334 mmcf/d for
the six months ended June 30, 2009. For the second quarter of 2010, natural gas production decreased 8% to 1,219
mmcf/d from 1,322 mmcf/d for the second quarter of 2009, and increased 2% from 1,193 mmcf/d for the prior quarter.
The decreases in natural gas production from the comparable periods in 2009 reflected the expected production
declines due to the allocation of capital to higher return crude oil projects, which resulted in a strategic reduction of
natural gas drilling activity. The increase in natural gas production from the prior quarter was primarily a result of the
acquisition of natural gas properties in certain of the Company’s core regions. Production of natural gas exceeded the
Company'’s previously issued guidance of 1,190 mmcf/d to 1,210 mmcf/d for the second quarter of 2010.

North America — Oil Sands Mining and Upgrading

Horizon Phase 1 commenced production of synthetic crude oil during 2009. Production averaged 93,508 bbl/d for the
six months ended June 30, 2010, up 195% from 31,647 bbl/day for the six months ended June 30, 2009. For the
second quarter of 2010, production increased 68% to 99,950 bbl/day, compared to 59,599 bbl/day in the second quarter
of 2009, and 15% from 86,995 bbl/d in the prior quarter. Production volumes in the second quarter reflected the
Company'’s focus on operational optimization and ramping up of production. Planned proactive maintenance during May
2010 was successfully completed, leading to record production volumes of 117,600 bbl/day in June 2010. Second
guarter production for 2010 exceeded the Company’s previously issued guidance of 80,000 bbl/d to 95,000 bbl/d.

North Sea

North Sea crude oil production for the six months ended June 30, 2010 decreased 10% to 37,276 bbl/d from 41,360
bbl/d for the six months ended June 30, 2009. Production volumes for the six months ended June 30, 2010 were lower
than the comparable period in 2009 due to unplanned operational issues at Banff, Kyle and Murchison, partially offset
by improved performance on the Ninian and Lyell Fields. Second quarter 2010 North Sea crude oil production
decreased 7% to 37,669 bbl/d from 40,362 bbl/d for the second quarter of 2009 and was comparable to the prior
quarter. Production in the second quarter of 2010 exceeded the Company’s previously issued guidance of 33,000 bbl/d
to 36,000 bbl/d primarily due to strong performance from the Ninian Field.

Offshore West Africa

Offshore West Africa crude oil production decreased 7% to 29,892 bbl/d for the six months ended June 30, 2010 from
32,010 bbl/d for the six months ended June 30, 2009. Second quarter crude oil production decreased 11% to 29,842
bbl/d from 33,572 bbl/d for the second quarter of 2009, and was comparable to the prior quarter. During the second
guarter of 2010, final commissioning of Platform B at the Olowi Field was completed and first crude oil production was
achieved as planned in April. Production in the second quarter was impacted by a planned shutdown at Espoir for
installation of facilities upgrades but was at the high end of the Company's previously issued guidance.
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Crude Qil Inventory Volumes

The Company recognizes revenue on its crude oil production when title transfers to the customer and delivery has
taken place. Revenue has not been recognized on crude oil volumes that were stored in various tanks, pipelines, or
floating production, storage and offtake vessels, as follows:

Jun 30 Mar 31 Dec 31

(bbl) 2010 2010 2009
North America — Conventional 761,351 761,351 1,131,372
North America — Qil Sands Mining and Upgrading (SCO) 1,139,778 1,021,028 1,224,481
North Sea 1,018,357 642,457 713,112
Offshore West Africa 1,428,949 898,233 51,103
4,348,435 3,323,069 3,120,068

OPERATING HIGHLIGHTS — CONVENTIONAL

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009

Crude oil and NGLs ($/bbl) @
Sales price @ $ 63.62|$ 6876 $ 59.56 | $ 66.10 | $ 50.12
Royalties 8.95 10.08 7.27 9.50 5.57
Production expense 13.19 14.56 16.59 13.85 15.78
Netback $ 41.48 | $ 4412 $ 35.70 | $ 4275 | $ 28.77
Natural gas ($/mcf) @
Sales price @ $ 3.86 | $ 519 $ 411 | $ 452 | $ 4.78
Royalties @ 0.25 0.41 0.06 0.33 0.39
Production expense 1.05 1.20 1.05 1.12 1.12
Netback $ 256 | $ 358 $ 3.00 (3% 307 $% 3.27
Barrels of oil equivalent ($/boe) @
Sales price @ $ 4797 |$ 5388 $ 4452 | $ 50.86 | $ 41.13
Royalties 6.10 7.07 4.34 6.58 4.24
Production expense 10.55 11.67 12.21 11.09 11.98
Netback $ 31.32 | $ 3514 $ 2797 | $ 33.19 | $ 24.91

(1) Amounts expressed on a per unit basis are based on sales volumes.

(2) Net of transportation and blending costs and excluding risk management activities.

(3) Natural gas royalties for 2009 reflect the impact of natural gas physical sales contracts.
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PRODUCT PRICES — CONVENTIONAL

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Crude oil and NGLs ($/bbl) © @
North America $ 60.35 | $ 66.18 $ 57.97 | $ 63.15 | $ 47.25
North Sea $ 79.30 | $ 80.53 $ 65.52 | $ 79.95 | $ 60.85
Offshore West Africa $ 79.21 | $ 79.30 $ 63.00 | $ 79.25 | $ 58.00
Company average $ 63.62 | $ 68.76 $ 59.56 | $ 66.10 | $ 50.12
Natural gas ($/mcf) @ @
North America $ 385 $% 520 $ 4.06 | $ 451 % 4.76
North Sea $ 333|% 430 $ 384 | % 393 |9% 4.06
Offshore West Africa $ 514 | $ 556 $ 734 | $ 542 | $ 7.09
Company average $ 386 |9% 519 $ 411 | $ 452 % 4.78
Company average ($/boe) @ $ 4797 | $ 53.88 $ 4452 | $ 50.86 | $ 41.13

(1) Amounts expressed on a per unit basis are based on sales volumes.
(2) Net of transportation and blending costs and excluding risk management activities.

North America

North America realized crude oil prices increased 34% to average $63.15 per bbl for the six months ended June 30,
2010 from $47.25 per bbl for the six months ended June 30, 2009. Realized crude oil prices increased 4% to average
$60.35 per bbl for the second quarter of 2010 from $57.97 per bbl for the second quarter of 2009, and decreased 9%
from $66.18 per bbl for the prior quarter. The increase from the comparable periods in 2009 was primarily a result of
increased WTI benchmark pricing and the impact of the narrow Heavy Differential, partially offset by the impact of the
stronger Canadian dollar relative to the US dollar. The decrease in prices from the prior quarter was a result of lower
WTI benchmark pricing and the widening heavy oil differential.

The Company continues to focus on its crude oil marketing strategy, and in the second quarter of 2010 contributed
approximately 165,000 bbl/d of heavy crude oil blends to the WCS stream.

In the first quarter of 2010, the Company announced, together with North West Upgrading Inc., the submission of a joint
proposal to the Alberta Government to construct and operate a bitumen refinery near Redwater, Alberta under the
Alberta Royalty Framework’s Bitumen Royalty In Kind (“BRIK”) program. In the second quarter, the Government of
Alberta announced that the proposal had been selected for exclusive negotiations following a comprehensive review.
Further project development is dependent upon successful completion of these negotiations on commercially
acceptable terms and final project sanction by the respective parties.

North America realized natural gas prices decreased 5% to average $4.51 per mcf for the six months ended June 30,
2010 from $4.76 per mcf for the six months ended June 30, 2009. Realized natural gas prices decreased 5% to
average $3.85 per mcf for the second quarter of 2010 from $4.06 per mcf for the second quarter of 2009, and 26% from
$5.20 per mcf for the prior quarter. The decrease in natural gas prices from the second quarter of 2009 was primarily
related to lower benchmark prices due to lower demand and high storage levels, and the impact of the stronger
Canadian dollar relative to the US dollar. The decrease in natural gas prices from the prior quarter was primarily related
to lower benchmark prices due to high storage levels.
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Comparisons of the prices received for the Company’s North America conventional production by product type were as
follows:

Jun 30 Mar 31 Jun 30
(Quarterly Average) 2010 2010 2009
Wellhead Price @
Light/medium crude oil and NGLs ($/bbl) $ 68.13 | $ 7215 $ 56.00
Pelican Lake crude oil ($/bbl) $ 60.38 | $ 66.04 $ 59.94
Primary heavy crude oil ($/bbl) $ 60.26 | $ 66.45 $ 58.08
Thermal heavy crude oil ($/bbl) $ 56.53 | $ 62.08 $ 58.22
Natural gas ($/mcf) $ 385 $ 520 $ 4.06

(1) Amounts expressed on a per unit basis are based on sales volumes.
(2) Net of transportation and blending costs and excluding risk management activities.

North Sea

North Sea realized crude oil prices increased 31% to average $79.95 per bbl for the six months ended June 30, 2010
from $60.85 per bbl for the six months ended June 30, 2009. Realized crude oil prices increased 21% to average
$79.30 per bbl for the second quarter of 2010 from $65.52 per bbl for the second quarter of 2009, and decreased 2%
from $80.53 per bbl for the prior quarter. The increase in realized crude oil prices in the North Sea from the comparable
periods in 2009 was primarily the result of increased Brent benchmark pricing, partially offset by the impact of the
stronger Canadian dollar.

Offshore West Africa

Offshore West Africa realized crude oil prices increased 37% to average $79.25 per bbl for the six months ended June
30, 2010 from $58.00 per bbl for the six months ended June 30, 2009. Realized crude oil prices increased 26% to
average $79.21 per bbl for the second quarter of 2010 from $63.00 per bbl for the second quarter of 2009, and were
comparable to the prior quarter. The increase in realized crude oil prices in Offshore West Africa from the comparable
periods in 2009 was primarily the result of increased Brent benchmark pricing, partially offset by the impact of the
stronger Canadian dollar. Realized crude oil prices in Offshore West Africa were also impacted by the timing of liftings
from each field.

22 Canadian Natural Resources Limited



ROYALTIES — CONVENTIONAL

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009

Crude oil and NGLs ($/bbl)
North America $ 1042 | $ 12.13 % 883 |$% 11.24 | $ 6.59
North Sea $ 0.18 | $ 017 $ 011 | $ 017 | $ 0.12
Offshore West Africa $ 429 | $ 269 $ 582 |$% 356 | $ 4.62
Company average $ 895 9% 10.08 $ 727 $ 950 | $ 5.57
Natural gas ($/mcf) @
North America $ 0.25|$ 041 $ 0.05 | $ 033|$% 0.39
Offshore West Africa $ 0.26 | $ 019 $ 063 |$ 0219% 0.56
Company average $ 025 % 041 $ 0.06 | $ 033|% 0.39
Company average ($/boe) @ $ 6.10 | $ 707 $ 434 | $ 6.58 | $ 4.24
Percentage of revenue ©
Crude oil and NGLs 14% 15% 12% 14% 11%
Natural gas @ 6% 8% 2% 7% 8%
Boe 13% 13% 10% 13% 10%

(1) Amounts expressed on a per unit basis are based on sales volumes.
(2) Natural gas royalties for 2009 reflect the impact of natural gas physical sales contracts.
(3) Net of transportation and blending costs and excluding risk management activities.

North America

North America royalties for the six months ended June 30, 2010 compared to 2009 reflect stronger realized commodity
prices and the impact of the changes under the ARF.

Crude oil and NGLs royalties averaged approximately 17% of revenues for the second quarter of 2010, compared to
15% for the second quarter in 2009 and 18% for the prior quarter. Crude oil and NGLs royalties per bbl are anticipated
to average 17% to 19% of gross revenue for 2010.

Natural gas royalties averaged approximately 6% of revenues for the second quarter of 2010 compared to 2% for the
second quarter of 2009 and 8% for the prior quarter. The increase in natural gas royalty rates for the second quarter of
2010 compared to the prior year was primarily due to higher benchmark pricing and the impact of fixed-price natural
gas sales contracts in 2009. Natural gas royalties are anticipated to average 6% to 8% of gross revenue for 2010.

Offshore West Africa

Under the terms of the Production Sharing Contracts, royalty rates fluctuate based on realized commodity pricing,
capital costs, and the timing of liftings from each field. Royalty rates as a percentage of revenue averaged
approximately 5% for the second quarter of 2010 compared to 9% for the second quarter of 2009 and 3% for the prior
guarter. Offshore West Africa royalty rates are anticipated to average 6% to 8% of gross revenue for 2010.
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PRODUCTION EXPENSE — CONVENTIONAL

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Crude oil and NGLs ($/bbl)
North America $ 11.75 | $ 13.09 $ 1529 | $ 1239 | $ 14.93
North Sea $ 2135 % 2515 $ 2736 | $ 2335 $ 25.22
Offshore West Africa $ 1833 | $ 1349 $ 1045 | $ 16.11 | $ 10.99
Company average $ 13.19 | $ 1456 $ 16.59 | $ 13.85 | $ 15.78
Natural gas ($/mcf) @
North America $ 1.03| $ 117 3 1.04 | $ 110 | $ 1.11
North Sea $ 253 | $ 354 % 162 | $ 315 | $ 1.73
Offshore West Africa $ 164 | $ 163 $ 136 | % 163 | $ 1.49
Company average $ 105 $ 120 $ 1.05| $ 112 | $ 1.12
Company average ($/boe) @ $ 1055 | $ 11.67 $ 1221 | $ 11.09 | $ 11.98

(1) Amounts expressed on a per unit basis are based on sales volumes.

North America

North America crude oil and NGLs production expense for the six months ended June 30, 2010 decreased 17% to
$12.39 per bbl from $14.93 per bbl for the six months ended June 30, 2009. Production expense for the second quarter
of 2010 decreased 23% to $11.75 per bbl from $15.29 per bbl for the second quarter of 2009 and 10% from $13.09 per
bbl for the prior quarter. The decrease in production expense per barrel from the comparable periods was a result of
higher production volumes and the lower cost of natural gas used for fuel. North America crude oil and NGLs production
expense is anticipated to average $12.00 to $13.00 per barrel for 2010.

North America natural gas production expense for the six months ended June 30, 2010 averaged $1.10 per mcf and
was comparable to the six months ended June 30, 2009. Production expense for the second quarter of 2010 averaged
$1.03 per mcf and was comparable to the second quarter of 2009 and decreased 12% from $1.17 per mcf for the prior
guarter. The decrease in production expense per mcf from the prior quarter was primarily a result of the Company’s
focus on optimizing production and service costs and improving efficiency. North America natural gas production
expense is anticipated to average $1.10 to $1.20 per mcf for 2010.

North Sea

North Sea crude oil production expense for the six months ended June 30, 2010 decreased 7% to $23.35 per bbl from
$25.22 per bbl for the six months ended June 30, 2009. Production expense for the second quarter of 2010 decreased
22% to $21.35 per bbl from $27.36 per bbl for the second quarter of 2009 and 15% from $25.15 per bbl for the prior
guarter. Production expense decreased on a per barrel basis from the comparable periods in 2009 due to lower
maintenance activities and improved performance from the Ninian Platforms. Production expense decreased on a per
barrel basis from the prior quarter due to one-time third party cost recoveries. The Company continues to focus on
production costs, with guidance reduced to $28.00 to $31.00 per barrel. Production expense is anticipated to increase
in the third quarter due to planned maintenance activity.
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Offshore West Africa

Offshore West Africa crude oil production expense increased 47% to $16.11 per bbl from $10.99 per bbl for the six
months ended June 30, 2009. Production expense for the second quarter of 2010 increased 75% to $18.33 per bbl from
$10.45 per bbl for the second quarter of 2009 and 36% from $13.49 per bbl for the prior quarter. Production expense
increased on a per barrel basis from the comparable periods in the prior year due to the timing of liftings for each field,
including the impact of costs associated with the Olowi Field which has higher production costs than Espoir and
Baobab. Production expense increased from the prior quarter due to increased liftings from the Olowi Field, and the
planned shutdown at Espoir for facilities upgrades. Production expense is anticipated to average $14.00 to $16.00 per
bbl for 2010.

DEPLETION, DEPRECIATION AND AMORTIZATION — CONVENTIONAL

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Expense ($ millions) $ 740 | $ 679 $ 631 | $ 1,419 | $ 1,292
$/boe @ $ 15.85 | $ 1452 $ 13.07 | $ 14.81 | $ 13.14

(1) Amounts expressed on a per unit basis are based on sales volumes.

The increase in depletion, depreciation and amortization expense from the comparable periods in the prior year was
due to higher production in North America, an increase in the estimated future costs to develop the Company’s proved
undeveloped reserves in the North Sea, and recognition of depletion, depreciation and amortization expense due to
increased liftings from the Olowi Field. The increase in depletion, depreciation and amortization expense from the prior
guarter was primarily due to the impact of higher production in North America and higher depletion, depreciation and
amortization expense due to increased liftings from the Olowi Field.

ASSET RETIREMENT OBLIGATION ACCRETION — CONVENTIONAL

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Expense ($ millions) $ 21| $ 20 % 18| $ 41 | $ 35
$/boe @ $ 0.45 | $ 043 $ 036 | $ 043 | $ 0.35

(1) Amounts expressed on a per unit basis are based on sales volumes.

Asset retirement obligation accretion expense represents the increase in the carrying amount of the asset retirement
obligation due to the passage of time.
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OPERATING HIGHLIGHTS — OIL SANDS MINING AND UPGRADING
FINANCIAL METRICS

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($/bbl) @ 2010 2010 2009 2010 2009
SCO sales price @ $ 7597 |$ 7876 $ 65.40 | $ 7729 | $ 65.40
Bitumen value for royalty purposes @ $ 5267 |$ 6133 $ 54.00 | $ 57.00 | $ 54.00
Bitumen royalties ¢ $ 269 $ 283 $ 0.76 ' $ 276 | $ 0.76

(1) Amounts expressed on a per unit basis are based on sales volumes.

(2) Net of transportation.

(3) Calculated as the simple average of the monthly bitumen valuation methodology price.

(4) Calculated based on actual bitumen royalties expensed during the period; divided by the corresponding SCO sales volumes.

The increase in SCO prices from the comparative periods in 2009 was primarily due to the increase in the WTI
benchmark price, offset by the impact of the strengthening Canadian dollar. The decrease in the SCO price for the
second quarter of 2010 compared to the prior quarter was primarily due to weakening in WTI pricing and a widening of
the SCO differential to WTI. There is an active market for SCO throughout North America.

PRODUCTION COSTS

The following tables provide reconciliations of Oil Sands Mining and Upgrading production costs to the Segmented
Information disclosed in note 13 to the Company’s unaudited interim consolidated financial statements.

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Cash costs, excluding natural gas costs $ 262 | $ 299 % 159 | $ 561 | $ 159
Natural gas costs 28 47 23 75 23
Total cash production costs $ 290 | $ 346 $ 182 | $ 636 | $ 182
Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($/bbl) 2010 2010 2009 2010 2009
Cash costs, excluding natural gas costs $ 29.09 | $ 3729 % 3715 | $ 3296 | $ 37.15
Natural gas costs 3.18 5.83 5.50 4.43 5.50
Total cash production costs $ 3227 | $ 43.12 $ 4265 | $ 37.39 | $ 42.65
Sales (bbl/d) 98,645 89,256 46,844 93,976 23,551

(1) Amounts expressed on a per unit basis are based on sales volumes.

First sales from Horizon occurred in the second quarter of 2009.

Total cash production costs averaged $37.39 per bbl for the six months ended June 30, 2010 compared to $42.65 per
bbl for the six months ended June 30, 2009. Total cash production costs averaged $32.27 per bbl in the second quarter
of 2010 compared to $42.65 per bbl for the second quarter of 2009, and $43.12 in the prior quarter. The decrease in
cash production costs from the comparative periods in 2009 and the prior quarter was primarily due to the Company’s
focus on planned maintenance and operational optimization, and the stabilizing of production volumes at levels
approaching plant capacity. As production volumes are targeted to stabilize throughout 2010, cash production costs are
expected to decrease and be in line with the previously issued annual guidance of $31.00 to $37.00 per bbl for 2010.
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During the third quarter, unplanned maintenance to repair localized pipe wall thinning in the amine unit resulted in a
plant-wide shutdown. Annual production guidance targets have been revised to average between 90,000 and 100,000

bbl/d to reflect the impact of this outage.

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Depreciation, depletion and amortization $ 94 | $ 0 $ 36 184 | $ 38
Asset retirement obligation accretion 5 6 6 11 8
Total $ 99 | $ 9% $ 42 195 | $ 46

Three Months Ended Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($/bbl) 2010 2010 2009 2010 2009
Depreciation, depletion and amortization $ 10.47 | $ 11.22 $ 8.51 1082 | $ 9.02
Asset retirement obligation accretion 0.62 0.69 1.47 0.65 1.96
Total $ 11.09 | $ 1191 % 9.98 1147 | $ 10.98

(1) Amounts expressed on a per unit basis are based on sales volumes.

Depletion, depreciation and amortization per barrel decreased in the second quarter of 2010, compared to the prior
guarter, primarily due to the impact of increased production on the component of depreciation determined on a straight-

line basis.
MIDSTREAM
Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Revenue $ 21| $ 19 $ 17 40 | $ 36
Production expense 7 5 5 12 10
Midstream cash flow 14 14 12 28 26
Depreciation 2 2 2 4 4
Segment earnings before taxes $ 12| $ 12 % 10 24 | $ 22
Midstream operating results were consistent with the comparable periods.
ADMINISTRATION EXPENSE
Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
2010 2010 2009 2010 2009
Expense ($ millions) $ 60 | $ 54 % 47 114 | $ 94
$/boe M $ 1.03 | $ 099 $ 0.88 1.01 | $ 0.91

(1) Amounts expressed on a per unit basis are based on sales volumes.

Administration expense for the six and three months ended June 30, 2010 increased from the comparative periods in
2009 due to higher staffing related costs. Administrative expense for the second quarter of 2010, compared to the prior
quarter, was impacted by lower recoveries on a reduced capital program.
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STOCK-BASED COMPENSATION EXPENSE

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
(Recovery) expense $ 58 | % 2 $ 922 $ (60) | $ 96

The Company recorded a $60 million ($60 million after-tax) stock-based compensation recovery for the six months
ended June 30, 2010 primarily as a result of normal course graded vesting of options granted in prior periods, the
impact of vested options exercised or surrendered during the period, and a 7% decrease in the Company’s share price
(Company’s share price as at: June 30, 2010 — $35.33; March 31, 2010 - $37.59; December 31, 2009 — $38.00; June
30, 2009 — $30.60). For the six months ended June 30, 2010, the Company capitalized $1 million in stock-based
compensation to Oil Sands Mining and Upgrading (June 30, 2009 — $7 million recovery). The stock-based
compensation liability reflected the Company’s potential cash liability should all the vested options be surrendered for a
cash payout at the market price on June 30, 2010.

The Company'’s stock option plan provides current employees with the right to receive common shares or a direct cash
payment in exchange for options surrendered. As a result of recently proposed changes to Canadian income tax
legislation related to the cash surrender of options, the Company anticipates that Canadian based employees will now
choose to exercise their options to receive newly issued common shares rather than surrender their options for cash
payment.

For the six months ended June 30, 2010, the Company paid $38 million for stock options surrendered for cash
settlement (June 30, 2009 — $43 million).

INTEREST EXPENSE

Three Months Ended Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions, except per boe amounts) 2010 2010 2009 2010 2009
Expense, gross $ 114 | $ 118 % 130 | $ 232 | $ 273
Less: capitalized interest, Oil Sands
Mining and Upgrading 5 7 6 12 92
Expense, net $ 109 | $ 111 $ 124 | $ 220 | $ 181
$/boe $ 1.88 | $ 202 $ 236 | $ 1.95 | $ 1.76
Average effective interest rate 4.8% 4.7% 4.1% 4.8% 4.2%

(1) Amounts expressed on a per unit basis are based on sales volumes.

Gross interest expense decreased from the comparable periods in 2009 primarily due to the impact of fluctuations in
foreign exchange rates on US dollar denominated debt and lower variable interest rates and debt levels. The
Company's average effective interest rate increased from the comparable periods in 2009 primarily due to an increased
weighting of fixed versus floating rate debt, partially offset by lower variable interest rates.
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RISK MANAGEMENT ACTIVITIES

The Company utilizes various derivative financial instruments to manage its commodity price, currency and interest
rate exposures. These derivative financial instruments are not intended for trading or speculative purposes.

Three Months Ended

Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Crude oil and NGLs financial instruments $ 15 | $ 17  $ (362) | $ 32 (947)
Natural gas financial instruments (78) (18) (1) (96) (33)
Foreign currency contracts and
interest rate swaps (28) 40 73 12 49
Realized (gain) loss $ Q1) | $ 39 $ (290) | $ (52) (931)
Crude oil and NGLs financial instruments $ (151) | $ (73) $ 1,020 | $ (224) 1,503
Natural gas financial instruments 94 (130) (13) (36) (37)
Foreign currency contracts and
interest rate swaps (25) (5) (61) (30) 57)
Unrealized (gain) loss $ 82 |3 (208) $ 946 | $ (290) 1,409
Net (gain) loss $ a73) | $ (169) $ 656 | $ (342) 478

Complete details related to outstanding derivative financial instruments at June 30, 2010 are disclosed in note 11 to the
Company’s unaudited interim consolidated financial statements.

Primarily due to changes in crude oil and natural gas forward pricing and the reversal of prior period unrealized gains
and losses, the Company recorded a net unrealized gain of $290 million ($218 million after-tax) on its risk management
activities for the six months ended June 30, 2010, including an $82 million ($64 million after-tax) net unrealized gain for
the second quarter of 2010 (March 31, 2010 — unrealized gain of $208 million, $154 million after-tax; June 30, 2009 —
unrealized loss of $946 million, $676 million after-tax).

FOREIGN EXCHANGE

Three Months Ended Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
(% millions) 2010 2010 2009 2010 2009
Net realized (gain) loss $ 9% (10) $ 74 | $ 19) | $ 59
Net unrealized loss (gain) ) 165 (150) (320) 15 (182)
Net loss (gain) $ 156 | $ (160) $ (246) | $ 4% (123)

(1) Amounts are reported net of the hedging effect of cross currency swaps.

The net unrealized foreign exchange loss for the six months ended June 30, 2010 was primarily due to the weakening
Canadian dollar with respect to US dollar debt, and the impact of the re-measurement of North Sea future income tax
liabilities denominated in UK pounds sterling. The net unrealized loss (gain) for the respective periods was partially
offset by cross currency swaps (three months ended June 30, 2010 — unrealized gain of $91 million, March 31, 2010 —
unrealized loss of $59 million, June 30, 2009 — unrealized loss of $186 million; six months ended June 30, 2010 —
unrealized gain of $32 million, June 30, 2009 — unrealized loss of $118 million). The net realized foreign exchange gain
for the six months ended June 30, 2010 was primarily due to foreign exchange rate fluctuations on settlement of
working capital items denominated in US dollars or UK pounds sterling. The Canadian dollar ended the second quarter
at US$0.9429 (March 31, 2010 — US$0.9846; December 31, 2009 — US$0.9555; June 30, 2009 — US$0.8602).
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TAXES

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions, except income tax rates) 2010 2010 2009 2010 2009
Current $ 29 | $ 32 3 49 | $ 61 | $ 56
Deferred 5 7 (2) 12 (5)
Taxes other than income tax $ 34 | $ 39 % 47 | $ 73 | $ 51
North America $ 139 | $ 129 $ 519 268 | $ 10
North Sea 43 53 65 96 163
Offshore West Africa 9 6 17 15 31
Current income tax 191 188 87 379 204
Future income tax expense (recovery) 71 195 (201) 266 (257)
262 383 (114) 645 (53)
Income tax rate and

other legislative changes - (83) - (83) 19
$ 262 | $ 300 $ (114) | $ 562 | $ (34)

Effective income tax rate on
adjusted net earnings from operations 27.9% 26.0% 16.8% 27.0% 21.5%

(1) Includes North America Conventional Crude Oil and Natural Gas, Midstream, and Oil Sands Mining and Upgrading segments.

(2) During the first quarter of 2010, the Canadian Federal budget proposed changes to the taxation of stock options surrendered by employees for cash
payments. As a result of the proposed changes, the Company anticipates that Canadian based employees will no longer surrender their options for
cash payments, resulting in a loss of income tax deductions for the Company. The impact of this change was an $83 million charge to future income
tax expense during the first quarter. Income tax rate changes in the first quarter of 2009 include the effect of a recovery of $19 million due to British
Columbia corporate income tax rate reductions substantively enacted or enacted.

Taxes other than income tax primarily includes current and deferred Petroleum Revenue Tax (“PRT"), which is charged
on certain fields in the North Sea at the rate of 50% of net operating income, after allowing for certain deductions
including related capital and abandonment expenditures.

Taxable income from the conventional crude oil and natural gas business in Canada is primarily generated through
partnerships, with the related income taxes payable in subsequent periods. North America current income taxes have
been provided on the basis of this corporate structure. In addition, current income taxes in each business segment will
vary depending on available income tax deductions related to the nature, timing and amount of capital expenditures
incurred in any particular year.

The Company is subject to income tax reassessments arising in the normal course. The Company does not believe
that any liabilities ultimately arising from these reassessments will be material.

For 2010, based on budgeted prices and the current availability of tax pools, the Company expects to incur current
income tax expense in Canada of $525 million to $575 million and in the North Sea and Offshore West Africa of $210
million to $250 million.
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NET CAPITAL EXPENDITURES @

Three Months Ended Six Months Ended
Jun 30 Mar 31 Jun 30 Jun 30 Jun 30
($ millions) 2010 2010 2009 2010 2009
Expenditures on property, plant and
equipment
Net property acquisitions (dispositions) $ 949 | $ 36 $ 2% 985 | $ 25
Land acquisition and retention 37 38 18 75 31
Seismic evaluations 19 33 11 52 39
Well drilling, completion and equipping 249 442 194 691 692
Production and related facilities 176 382 230 558 520
Total net reserve replacement
expenditures 1,430 931 451 2,361 1,307
Oil Sands Mining and Upgrading:
Horizon Phase 1 construction costs - - (59) - 69
Horizon Phase 1 commissioning and
other costs - - 46 - 202
Horizon Phases 2/3 construction costs 56 71 22 127 41
Capitalized interest, stock-based
compensation and other 39 9 4 48 75
Sustaining capital 27 18 4 45 4
Total Oil Sands Mining and Upgrading © 122 98 9 220 301
Midstream 1 - - 1 5
Abandonments @ 15 39 10 54 19
Head office 5 4 3 9 7
Total net capital expenditures $ 1573 | $ 1,072 $ 473 | $ 2,645 | $ 1,729
By segment
North America $ 1,350 | $ 809 $ 270 | $ 2,159 | $ 869
North Sea 29 23 40 52 82
Offshore West Africa 50 99 141 149 356
Other 1 - - 1 -
Oil Sands Mining and Upgrading 122 98 9 220 391
Midstream 1 - - 1 5
Abandonments @ 15 39 10 54 19
Head office 5 4 3 9 7
Total $ 1573 | $ 1,072 $ 473 | $ 2,645 | $ 1,729

(1) The net capital expenditures exclude adjustments related to differences between carrying value and tax value, and other fair value adjustments.
(2) Net expenditures for the Oil Sands Mining and Upgrading assets also include the impact of intersegment eliminations.
(3) Abandonments represent expenditures to settle asset retirement obligations and have been reflected as capital expenditures in this table.
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The Company’s strategy is focused on building a diversified asset base that is balanced among various products. In
order to facilitate efficient operations, the Company concentrates its activities in core regions where it can dominate the
land base and infrastructure. The Company focuses on maintaining its land inventories to enable the continuous
exploitation of play types and geological trends, greatly reducing overall exploration risk. By dominating infrastructure,
the Company is able to maximize utilization of its production facilities, thereby increasing control over production costs.

Net capital expenditures for the six months ended June 30, 2010 were $2,645 million compared to $1,729 million for the
six months ended June 30, 2009. Net capital expenditures for the second quarter of 2010 were $1,573 million
compared to $473 million for the second quarter of 2009 and $1,072 million in the prior quarter. The increase in capital
expenditures reflects the purchase of crude oil and natural gas producing properties and undeveloped land in the
Company'’s core regions in Western Canada.

Drilling Activity (number of wells)

Three Months Ended Six Months Ended

Jun 30 Mar 31 Jun 30 Jun 30 Jun 30

2010 2010 2009 2010 2009

Net successful natural gas wells 10 45 - 55 64

Net successful crude oil wells 92 243 94 335 187

Dry wells 2 14 4 16 19

Stratigraphic test / service wells 9 297 7 306 243

Total 113 599 105 712 513
Success rate

(excluding stratigraphic test / service wells) 98% 95% 96% 96% 93%

North America

North America, excluding Oil Sands Mining and Upgrading, accounted for approximately 84% of the total capital
expenditures for the six months ended June 30, 2010 compared to approximately 52% for the six months ended June
30, 2009.

During the second quarter of 2010, the Company targeted 11 net natural gas wells, including 7 wells in Northeast
British Columbia, 3 wells in Northwest Alberta and 1 well in the Southern Plains region. The Company also targeted 91
net crude oil wells. The majority of these wells were concentrated in the Company’s crude oil Northern Plains region
where 38 heavy crude oil wells, 44 Pelican Lake crude oil wells, and 6 thermal crude oil wells were drilled. Another 3
wells targeting light crude oil were drilled outside the Northern Plains region.

As part of the phased expansion of its In Situ Oil Sands Assets, the Company is continuing to develop its Primrose
thermal projects. Overall Primrose thermal production for the second quarter of 2010 averaged approximately 96,000
bbl/d, compared to approximately 63,000 bbl/d for the second quarter of 2009 and approximately 76,000 bbl/d for the
prior quarter. The Primrose East expansion was completed and first steaming commenced in September 2008, with first
production achieved in the first quarter of 2009. During the first quarter of 2009, operational issues on one of the pads
caused steaming to cease on all well pads in the Primrose East project area. The Company is continuing to work with
regulators to commence normal steaming.

The next planned phase of the Company’s In Situ Oil Sands Assets expansion is the Kirby Project. Final project scope
and corporate sanction is targeted for late 2010. Currently the Company is proceeding with the detailed engineering and
design work.

Development of new pads and tertiary recovery conversion projects at Pelican Lake continued as expected throughout
the second quarter of 2010. Drilling included 44 horizontal wells in the second quarter. The response from the water
and polymer flood projects continues to be positive. Pelican Lake production averaged approximately 37,000 bbl/d for
the second and first quarter of 2010, compared to approximately 36,000 bbl/d for the second quarter of 2009.

For the third quarter of 2010, the Company’s overall planned drilling activity in North America is expected to be
comprised of 25 natural gas wells and 330 crude oil wells, excluding stratigraphic and service wells.
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Oil Sands Mining and Upgrading

Limited Phase 2/3 spending during the second quarter continued to be focused on the construction of the third Ore
Preparation Plant, completion of the Mine Maintenance Shop and additional product tankage.

North Sea

In the second quarter of 2010, the Company continued drilling on the Ninian South Platform, with an injection well in
progress at quarter end. The Company continues to focus on developing and high grading its inventory of drilling
locations for future execution.

Offshore West Africa

During the second quarter of 2010, final commissioning of Platform B at the Olowi Field was completed and first crude
oil production was achieved as planned in April. Drilling continued with 1.9 net crude oil wells completed during the
guarter. By the end of the second quarter a total of 3.7 net wells were on production from Platform B. The Company is
targeting to commission and have onstream a further 1.9 net wells in the third quarter and begin drilling operations on
Platform A.

At Espoir the facilities upgrades were completed during the second quarter. The associated production uplift from the
upgrades is anticipated in the third quarter of 2010.

LIQUIDITY AND CAPITAL RESOURCES

Jun 30 Mar 31 Dec 31 Jun 30
($ millions, except ratios) 2010 2010 2009 2009
Working capital (deficit) $ (245) | $ (534) $ (514) $ (113)
Long-term debt @ $ 9,335 | $ 