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COMPANY DEFINITION
Throughout the annual report, Canadian Natural  
Resources Limited is referred to as “us”, “we”, “our”,  
“Canadian Natural”, or the “Company”.

CURRENCY
All amounts are reported  in Canadian currency unless  
otherwise stated.

ABBREVIATIONS
Abbreviations can be found on page 10.

METRIC CONVERSION CHART
To Convert To Multiply by

barrels cubic metres 0.159

thousand cubic feet cubic metres 28.174

feet metres 0.305

miles kilometres 1.609

acres hectares 0.405

tonnes tons 1.102

COMMON SHARE DIVIDEND
The Company paid its first dividend on its common shares on                   
April 1, 2001. Since then, dividends have been paid quarterly.  
The following table shows the aggregate amount of the cash  
dividends declared per common share of the Company and  
accrued in each of its last three years ended December 31, 2021. 

2021 2020 2019

Cash dividends declared  
per common share $ 2.00 $ 1.70 $ 1.50

NOTICE OF ANNUAL MEETING
In light of the unprecedented public health impact as a result  
of the outbreak of the novel coronavirus known as COVID-19,  
Canadian Natural’s Annual and Special Meeting of the  
Shareholders will be held in a virtual online format via live  
webcast on Thursday, May 5, 2022 at 1:00 p.m. Mountain  
Daylight Time. Please see our website, www.cnrl.com, for  
any location information updates.

CORPORATE GOVERNANCE

Canadian Natural’s corporate governance practices and disclosure of those practices are in compliance with National Policy 58-201 Corporate Governance 
Guidelines and National Instrument 58-101 Disclosure of Corporate Governance Practices. Canadian Natural, as a “foreign private issuer” in the United States, 
may rely on home jurisdiction listing standards for compliance with most of the New York Stock Exchange (“NYSE”) Corporate Governance Listing Standards 
but must disclose any significant differences between its corporate governance practices and those required for U.S. companies listed on the NYSE.

Canadian Natural follows Toronto Stock Exchange (“TSX”) rules with respect to shareholder approval of equity compensation plans and material revisions to 
such plans. TSX rules provide that only the creation of or material amendments to equity compensation plans which provide for new issuance of securities are 
subject to shareholder approval. However, the NYSE requires shareholder approval of all equity compensation plans whether they provide for the delivery of 
newly issued securities, or rely on securities acquired in the open market by the issuing company for the purposes of redistribution to plan beneficiaries, and 
material revisions to such plans. Canadian Natural has a performance share unit plan pursuant to which common shares are purchased through the TSX. This is 
not a new issue of securities under the performance share unit plan and under TSX rules the plan is not subject to shareholder approval.

Canadian Natural has included as exhibits to its Annual Report on Form 40-F for the 2021 fiscal year filed with the United States Securities and Exchange 
Commission certificates of the Chief Executive Officer and Chief Financial Officer certifying as to disclosure controls and procedures and internal control over 
financial reporting.

2021 Performance Highlights
Canadian Natural's diverse and balanced asset base along with the Company's continued focus on 
effective and efficient operations delivered several record operational and financial results in 2021.  
These strong results created significant value for the Company's shareholders in the year.

2021 2020 2019

FINANCIAL ($ millions, except per common share amounts)

Product sales (1) $ 32,854 $ 17,491 $ 24,394

Net earnings (loss) $ 7,664 $ (435) $ 5,416

Per common share – basic $ 6.49 $ (0.37) $ 4.55

– diluted $ 6.46 $ (0.37) $ 4.54

Adjusted net earnings (loss) from operations (2) $ 7,420 $ (756) $ 3,795

Per common share – basic (3) $ 6.28 $ (0.64) $ 3.19

– diluted (3) $ 6.25 $ (0.64) $ 3.18

Cash flows from operating activities $ 14,478 $ 4,714 $ 8,829

Adjusted funds flow (2) $ 13,733 $ 5,200 $ 10,267

Per common share – basic (3) $ 11.63 $ 4.40 $ 8.62

– diluted (3) $ 11.57 $ 4.40 $ 8.61

Cash flows used in investing activities $ 3,703 $ 2,819 $ 7,255

Net capital expenditures (2) $ 4,908 $ 3,206 $ 7,121

Long-term debt, net (4) $ 13,950 $ 21,269 $ 20,843

Shareholders' equity $ 36,945 $ 32,380 $ 34,991

Debt to book capitalization (4) 27% 40% 37%

(1) Further details related to product sales are disclosed in the "Segmented Information" note to the Company's audited consolidated financial statements.

(2) Non-GAAP Financial Measure. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's annual Management's Discussion and 
Analysis ("MD&A") for the year ended December 31, 2021, dated March 2, 2022, included in this annual report.

(3) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.

(4) Capital Management Measure. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.
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1,235,000
BOE/D

RECORD PRODUCTION

60%

OF LIQUIDS PRODUCTION IS 
SCO, LIGHT CRUDE OIL & NGLS

OPERATING

Daily production, before royalties (1)

Crude oil and NGLs (Mbbl/d)

North America - Exploration and Production 473 460 406

North America - Oil Sands Mining and Upgrading 448 417 395

North Sea 18 23 28

Offshore Africa 14 17 21

952 918 850

Natural gas (MMcf/d)

North America 1,680 1,450 1,443

North Sea 3 12 24

Offshore Africa 12 15 24

1,695 1,477 1,491

Barrels of oil equivalent (MBOE/d) (2) 1,235 1,164 1,099

Drilling activity (3)

North America 193 71 102

North Sea 6 1 5

Offshore Africa — — 1

199 72 108

(1) Numbers may not add due to rounding.

(2) A barrel of oil equivalent (“BOE”) is derived by converting six thousand cubic feet of natural gas to one barrel of crude oil (6 Mcf:1 bbl). This conversion 
may be misleading, particularly if used in isolation, since the 6 Mcf:1 bbl ratio is based on an energy equivalency conversion method primarily applicable 
at the burner tip and does not represent a value equivalency at the wellhead. In comparing the value ratio using current crude oil prices relative to natural 
gas prices, the 6 Mcf:1 bbl conversion ratio may be misleading as an indication of value.

(3) Net wells. Excludes net stratigraphic test and service wells.

2021 2020 2019
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~$7.3 BILLION
NET DEBT REDUCTION

~$3.8 BILLION
RETURNED TO SHAREHOLDERS

Letter to our Shareholders
Throughout 2021, our unique and diverse asset base combined with our track record of operational 
excellence and our dedicated teams, delivered record average production volumes of 1,235 MBOE/d, 
including record liquids production of 952 MBOE/d and record natural gas production of 1,695 MMcf/d, 
representing an increase of approximately 71 MBOE/d over 2020 levels. Our strong operational results 
during 2021 delivered robust annual adjusted funds flow of approximately $13.7 billion, which after 
dividends of approximately $2.2 billion and capital expenditures, excluding acquisitions, of approximately 
$3.5 billion, resulted in annual free cash flow of approximately $8.0 billion.

One of Canadian Natural's key strengths is the diversity of our world class assets. Strategically assembled and developed 
over several decades, our top tier assets have a low decline rate as well as low maintenance capital relative to the size and 
quality of our reserves, which affords us significant flexibility when balancing our four pillars of capital allocation: returns to 
shareholders, balance sheet strength, resource value growth and opportunistic acquisitions. We delivered on all four of our 
pillars in 2021. As we exited 2020, the COVID-19 pandemic continued to affect every aspect of our lives including global 
energy markets which remained volatile. We took a prudent and conservative approach to planning our 2021 capital program 
with the goal of focusing on safe, reliable and effective and efficient operations, maximizing value for our shareholders. 

Strengthening commodity prices during the first half of 2021 increased our cash flow and by mid-year positioned us to balance 
an expansion of our capital program with additional debt repayment and increases to both dividends and share repurchases. 
In November 2021 the Board of Directors enhanced our free cash flow allocation policy which, once the Company’s net 
debt was below $15 billion, targeted to allocate 50% of free cash flow to the balance sheet, less strategic growth capital /  
opportunistic acquisitions, and 50% of free cash flow to share repurchases. This free cash flow allocation policy was a 
significant development in 2021 and provided transparency and structure to the allocation of future free cash flows. 

Throughout 2021, we significantly increased returns to shareholders. We announced two increases to our quarterly dividend for 
a combined annual increase of 38% to $2.35 per share annually. Direct returns to shareholders in 2021 totaled approximately 
$3.8 billion, comprised of our sustainable and growing dividend of approximately $2.2 billion and share repurchases throughout 
the year which totaled approximately $1.6 billion, as well as indirect returns to shareholders through net debt reduction of 
approximately $7.3 billion. In early 2022, we further increased our quarterly dividend by 28% to $0.75 per share quarterly, 
equal to $3.00 per share annualized, continuing the Company’s leading track record of 22 consecutive years of dividend 
increases with a compound annual growth rate of 22% over that period of time. 

Environmental, Social and Governance ("ESG") performance remained a top priority in 2021. We target to incorporate ESG 
practices that strengthen our long term sustainability across all aspects of our business. Since 2009, Canadian Natural 
has invested $3.9 billion in research and development, driving the necessary improvements that reduced our corporate 
Greenhouse Gas (“GHG”) emission intensity by 18% and methane emissions by 28% from 2016 levels as we move toward 
our target of net zero emissions in the oil sands. Canadian Natural has a defined pathway that is driving a long-term reduction 
of GHG emissions through an integrated emissions management strategy that includes investment in research, technology 
and innovation, all of which contribute to the Company reaching its goal of net zero oil sands emissions intensity. 

In June, Canadian Natural together with oil sands industry participants formally announced the Oil Sands Pathways to Net Zero 
initiative, known as Pathways. The goal of this unique alliance, working collectively with the federal and Alberta governments, 
is to achieve net zero GHG emissions from oil sands operations by 2050 to help Canada meet its climate goals, including its 
Paris Agreement commitments and 2050 net zero aspirations. We look forward to sharing more about this initiative in the 
coming years.

Canadian Natural is committed to a long-term presence in the communities where we operate in Canada, the United 
Kingdom and Africa. This group of stakeholders includes more than 24,000 landowners, 160 municipalities and 80 Indigenous 
communities in Western Canada, as well as industry, governments, regulators, academia, and non-governmental groups. The 
Company works with these diverse communities to identify opportunities for education and training, employment, business 
development and community investment. Canadian Natural also has a strong commitment to corporate governance, which 
assures stakeholders that the Company always operates with the highest levels of integrity and ethical standards. 
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Operationally, 2021 was a strong year for Canadian Natural. Our asset base remained one of the strongest in our industry, 
underpinned by our long life, no decline Oil Sands Mining and Upgrading asset base. These assets generate significant free 
cash flow due to the low cost of maintaining production, amenable to economic margin enhancement and long-term GHG 
emissions reducing investments. Oil Sands Mining and Upgrading production was approximately 36% of total corporate 
production in 2021, averaging record annual production of 448,133 bbl/d of high value Synthetic Crude Oil ("SCO"), an increase 
of more than 7% compared to 2020 levels. 

Canadian Natural’s North American E&P operations include crude oil, natural gas and NGL producing assets and represented 
approximately 61% of the Company’s total production volumes in 2021 on a BOE basis. These assets delivered 472,621 bbl/d 
of liquids production, including record thermal in situ production of 259,284 bbl/d. Natural gas prices strengthened during 
2021 creating an opportunity for Canadian Natural to capitalize on the Company’s deep inventory of high-quality natural gas 
opportunities, resulting in average daily natural gas production of 1,680 MMcf/d, an increase of 16% compared to 2020 levels. 

Canadian Natural is a unique E&P company that is delivering free cash flow, strong and growing returns to shareholders and 
increasing returns on capital. Canadian Natural has a strong track record of optimizing capital allocation to our four pillars and 
we believe 2022 will continue our track record of maximizing shareholder value. The 2022 capital budget of approximately 
$4.3 billion, consists of approximately $3.6 billion of base capital and strategic growth capital of approximately $0.7 billion, 
driving annual production growth of approximately 60,000 BOE/d from 2021 production levels. Having achieved net debt 
of approximately $14.0 billion at year end 2021, we target to balance the allocation of free cash flow to debt reduction, 
less strategic growth capital / opportunistic acquisitions, and to share repurchases, on a 50/50 basis per the free cash flow 
allocation policy. We believe this positions Canadian Natural to balance near term returns to shareholders with longer term 
investments in the Company’s balanced and strategic asset base. 

Finally, the COVID-19 pandemic affected our employees in different ways but it has taught us all the importance of supporting 
each other to ensure we continued to deliver safe, reliable, effective and efficient operations across all areas of our business. 
In the context of collaboration and resiliency, we would like to thank our employees, contractors and stakeholders for your 
commitment to operational excellence, adhering to our protocols and supporting each other by working together. You are a 
corporate advantage that underpins the ongoing success of our business and are the source of our continuous improvement 
culture. We believe Canadian Natural remains well-positioned to continue delivering long-term value to our shareholders 
through top tier effective and efficient operations, a robust balance sheet, and the focus of our dedicated people.

N. MURRAY EDWARDS
Executive Chairman

TIM S. MCKAY
President

MARK A. STAINTHORPE
Chief Financial Officer and 
Senior Vice-President, Finance

N. MURRAY EDWARDS 
Executive Chairman

TIM S. MCKAY
President

MARK A. STAINTHORPE
Chief Financial Officer and 
Senior Vice-President, Finance

Note: Refer to page 5 and the "Non-GAAP and Other Financial Measures" section of the Company's MD&A for additional details.
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NON-GAAP AND OTHER FINANCIAL MEASURES

This report includes references to non-GAAP and other financial measures as defined in National Instrument 52-112 – Non-
GAAP and Other Financial Measures Disclosure. These financial measures are used by the Company to evaluate its financial 
performance, financial position or cash flow and are not defined by IFRS and therefore are referred to as non-GAAP and other 
financial measures. These measures used by the Company may not be comparable to similar measures presented by other 
companies, and should not be considered an alternative to or more meaningful than the most directly comparable financial 
measure presented in the Company's financial statements.

FREE CASH FLOW

Free cash flow is a non-GAAP financial measure that represents cash flows from operating activities, as determined in 
accordance with IFRS, as presented in the Company's consolidated Statements of Cash Flows, adjusted for the net change 
in non-cash working capital from operating activities, abandonment, certain movements in other long-term assets, less net 
capital expenditures before net property acquisitions and dividends on common shares. The Company considers free cash 
flow a key measure in demonstrating the Company’s ability to generate cash flow to fund future growth through capital 
investment, pay returns to shareholders, and to repay debt.

($ millions) 2021 2020 2019 

Adjusted Funds Flow (1) $ 13,733 $ 5,200 $ 10,267

Less:  Net Capital Expenditures (1) 4,908 3,206 7,121

   Net Property Acquisitions (2) (1,425) (505) (3,298)

   Dividends on Common Shares 2,170 1,950 1,743

Free Cash Flow $ 8,080 $ 549 $ 4,701

(1) Refer to the descriptions and reconciliations to the most directly comparable GAAP measure, as applicable, provided in the “Non-GAAP and Other Financial 
Measures” section of the Company's MD&A.

(2) Amount includes net exploration and evaluation asset dispositions and net property acquisitions and the acquisition of a 5% net carried interest on an 
existing oil sands lease in the second quarter of 2021 per the Company’s MD&A.

CAPITAL BUDGET

Capital budget is a forward looking non-GAAP financial measure. The capital budget is based on net capital expenditures  
(Non-GAAP Financial Measure) and excludes net property acquisition costs. Refer to the "Non-GAAP and Other Financial 
Measures" section of the Company's MD&A for more details on Net Capital Expenditures.
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R. McPhee, J. McPherson, K. McPherson, A. McQueen, E. 
McQueen, J. McQueen, K. McRae, R. McRae, A. McSharry, J. 
McTamney, B. McTavish, T. McTavish, C. McWhan, C. McWhinnie, 
M. Meade, D. Meador, B. Meadus, P. Meadus, S. Meagher, M. 
Meckelborg, M. Medhurst, I. Medina, N. Medina, D. Medlicott 
Lymburner, B. Medway, K. Meh, M. Mehaney, F. Mehdiyev, N. 
Mehta, P. Mehta, V. Mehta, C. Mejia, J. Mejia, B. Melanson, J. 
Melanson, R. Melanson, T. Melindy, H. Mellafont, B. Meller, L. 
Mello, G. Mellom, C. Mellott, D. Melnyk, K. Melnyk, M. Melnyk, R. 
Melnyk, A. Melo, J. Melville, A. Menard, D. Menard, L. Mendenhall, 
P. Mendes, M. Mendez, M. Mendonca, N. Meneses, F. Meng, D. 
Menjivar, B. Mennie, P. Menzel, G. Merali, C. Mercer, G. Mercer, J. 
Mercer, J. Mercier, C. Merkel, G. Merkel, D. Merkley, A. Merle, S. 
Merralls, K. Merrill, C. Merritt, N. Merritt, R. Merritt, K. Mesenchuk, 
U. Meservy, K. Mess, S. Metcalfe, T. Methuen, C. Metz, S. Meunier, 
R. Mewis, C. Mews, D. Mews, R. Mews, T. Michaelis, L. 
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Michalishen, C. Michalko, O. Michalsky, B. Michaud, T. Michel, M. Michelin, K. Mickel, N. Mickelson, 
D. Midgley, K. Mielty, C. Mihai, J. Mihailoff, M. Miiller, T. Mijic, D. Mikalson, A. Mikhailov, S. 
Mikloukhine, J. Miko, G. Milan Garcia, J. Milce, J. Mildenberger, R. Millar, D. Miller, G. Miller, J. Miller, 
K. Miller, L. Miller, R. Miller, S. Miller, T. Miller, W. Miller, L. Milligan, C. Mills, D. Mills, G. Mills, H. 
Mills, J. Mills, R. Mills, S. Mills, T. Mills, J. Millwater, A. Milne, J. Milne, T. Milne-McLean, D. Milward, 
F. Mingle, A. Minhas, S. Minhas Chapman, M. Minick, W. Minni, W. Minns, D. Mino, J. Minor, A. Minty, 
J. Minty, A. Mir, S. Mir, T. Mir, W. Mirabal, A. Mirza, B. Mirza, W. Mirza, M. Mirzadeh, J. Mistecki, D. 
Mistry, C. Mitchell, G. Mitchell, J. Mitchell, M. Mitchell, R. Mitchell, T. Mitchell, W. Mitchell, Y. Mitchell, 
N. Mitchell-Banks, M. Mitton, R. Mkumbukwa, R. Moberly, V. Modak, B. Moelbert, I. Moffat, J. Moffat, 
R. Mogensen, A. Mognin, A. Mohamed, S. Mohamed, B. Mohammed, G. Mohammed, A. Mohideen, 
J. Mohl, D. Moisan, N. Molder, N. Molina, R. Mollison, J. Molnar, T. Mombourquette, R. Monahan, R. 
Money, P. Monfette, F. Montefresco-Gentile, R. Monteith, J. Montgomery, M. Montinola, B. Moon, K. 
Moon, P. Moon, J. Mooney, B. Moore, D. Moore, E. Moore, J. Moores, L. Mora, A. Morelli, K. Morency, 
L. Moreno, A. Morey, C. Morfitt, C. Morgan, J. Morgan, T. Morgan, K. Mori, M. Moriarty, A. Morin, J. 
Morin, M. Morin, P. Morin, R. Morin, J. Morley, R. Morley, K. Morphy, K. Morrell, B. Morris, D. Morris, 
I. Morris, J. Morris, K. Morris, M. Morris, S. Morris, J. Morriseau, A. Morrison, B. Morrison, C. 
Morrison, D. Morrison, J. Morrison, S. Morrison, W. Morrow, S. Morse, D. Morsette, A. Mortlock, A. 
Morton, K. Morton, L. Morton, M. Morvik, D. Mose, D. Moser, J. Moshenko, T. Moskol, P. Mossey, B. 
Mossop, C. Mostowich, J. Mostyn, S. Mothersele, L. Motowylo, B. Mottle, J. Moul, S. Moul, L. 
Mounkes, I. Mountain, M. Mousavi, S. Mousazadeh, O. Moussa, M. Mousseau, C. Mouta, D. Mouton, 
R. Moyle, C. Moyls, M. Mubarak, T. Mudzviti, T. Mueller, T. Muessle, A. Mugford, R. Mugford, M. 
Mughal, S. Muhammad, K. Muir, D. Muise, L. Muise, S. Muise, V. Mukerji, K. Mullaly, G. Mullen, S. 
Muller, C. Mullett, B. Mulligan, R. Mullin, N. Mulvena, S. Mundt, K. Munn, A. Munro, J. Munro, L. 
Munro, R. Munro, J. Murdoch, G. Murley, A. Murphy, B. Murphy, C. Murphy, D. Murphy, J. Murphy, K. 
Murphy, P. Murphy, R. Murphy, T. Murphy, J. Murrant, B. Murray, C. Murray, G. Murray, L. Murray, S. 
Murray, E. Murrin, M. Musaid, A. Mushava, I. Musiwarwo, W. Muss, D. Musselman, T. Musselman, N. 
Musterer, Z. Musuna, A. Muthuswamy, R. Mutschler, T. Mutter, J. Mweshi, D. Myers, E. Myers, L. 
Myhre, S. Myles, G. Nabi, B. Nadeau, S. Nadeau, M. Naderikia, S. Nagare, A. Nagra, J. Nagy, J. Nagy-
Kolodychuk, L. Nahas, J. Naidu, J. Nair, R. Nair, S. Nair, K. Najafian, S. Najeeb, L. Najoan, B. Nalder, N. 
Namoca, E. Namur, M. Nandoria, J. Napier, R. Napier, S. Naqvi, P. Narayan, K. Narayanan, A. Narcise, 
S. Naser, M. Nassir, D. Nater, M. Nathwani-Crowe, A. Naughton, D. Naugler, D. Navas, R. Navas, V. 
Navratil, B. Nawaz, S. Nayak, C. Nazarko, N. N’Doye, B. N’Dure, T. Neacsu, D. Neal, N. Neale, M. 
Neate, A. Neddjar, S. Needham, D. Neergaard, J. Neff, S. Negi, Y. Neguse, D. Neigum, A. Neilson, S. 
Neilson, K. Nelligan, A. Nelson, B. Nelson, D. Nelson, J. Nelson, M. Nelson, R. Nelson, S. Nelson, V. 
Nelson, A. Nemirsky, M. Nergaard, N. Nernberg, G. Nesbitt, B. Nessman, K. Netter, K. Nettesheim, G. Netzel, C. Neufeld, M. Neufeld, O. Neufeld, F. Neumaier, D. Neumann, 
D. Nevil, W. Nevills, D. Newbury, R. Newitt, A. Newman, J. Newman, L. Newman, P. Newman, R. Newman, A. Newton, K. Newton, D. Ng, J. Ng, K. Ng, S. Ng, V. Nganzo, P. 
N’Gbesso, H. Ngo, N. Ngo-Schneider, C. Nguyen, M. Nguyen, D. Niamke, F. Nichol, J. Nicholl, D. Nichols, J. Nichols, A. Nicholson, S. Nicholson, A. Nickel, D. Nickerson, K. 
Nickerson, W. Nicklefork, J. Nicolajsen, E. Nicolas, T. Nicolas, B. Nicolaysen, J. Nicoll, J. Nie, C. Nielsen, K. Nielsen, M. Nielsen, T. Nielsen, O. Nieto, M. Nieves, M. Nikic, W. 
Nikiforuk, C. Nikipelo, R. Nimco, T. Ninovska, M. Nippard, R. Nippard, S. Nippard, D. Nissen, J. Nistico, T. Nistor, O. Niven, R. Nixdorf, K. Nixon, P. Niziolek, N. Njoku, A. N’Kesse, 
G. Noble, M. Nobles, C. Noel, D. Noel, P. Noel, A. Noftall, J. Noga, B. Nolan, P. Nolan, R. Nolan, S. Nolan, B. Nolin, G. Nolin, R. Noot, W. Nordin, J. Norgaard, A. Nori, A. Noriel, 
V. Norkin, D. Norman, J. Norman, M. Norman, P. Norman, T. Norman, T. Normand, Y. Normand, C. Normandin, C. Normore, B. Norquay, L. Norrad, N. Northcott, K. Norton, R. 
Norton, A. Noskey, K. Notenbomer, F. Nothnagel, J. Novak, D. Nowicki, R. Nunweiler, D. Nwagbogwu, R. Nycholat, C. Nyman, K. Nzemba, W. Oak, W. Oakes, A. Obad, D. Ober, 
N. Obi, F. Obiri, P. Oblozinsky, S. O’Bomsawin-Corriveau, E. Oborowsky, B. O’Brien, D. O’Brien, H. O’Brien, P. O’Brien, J. Obrigewitsch, J. Obuck, M. Ochran, J. O’Connell, M. 
O’Connell, G. O’Connor, D. Oczkowski, M. Odo, T. Oele, H. Offet, I. Offor, E. Ofuya, L. O’Gallagher, J. Oganwu, O. Ogbodo, I. Ogbuke, A. Ogden, M. Ogden, M. Ogg, A. Ogilvie, 
D. Ogilvie, J. O’Grady, S. O’Grady, D. Ogren, B. Ogurian, J. Oh, T. Oh, Y. Oh, T. Oickle, R. Okada, C. O’Keefe, E. O’Keefe, L. Okemow, A. Okeynan, R. Oksanen, K. Okuszko, E. 
Okyere, F. Oladebo, P. Olaniyan, S. Olar, A. Olaski, B. Olaski, C. Oldfield, M. Oldford, S. O’Leary, B. Olenik, D. Olesen, B. Olheiser, D. Oliveira, D. Oliver, N. Oliver, A. Oliverio, 
C. Olivier, D. Ollenberger, S. Ollerhead, J. Ollikka, V. Olofernes, G. Oloumi, K. Olsen, M. Olsen, R. Olsen, S. Olsen, C. Olson, D. Olson, J. Olson, M. Olson, P. Olson, S. Olson, 
W. Olson, K. Olszewski, O. Oluwole, P. Onciul, D. O’Neil, T. O’Neill, D. Ong, K. Onuoha, P. Onyszko, C. Opper, M. O’Reilly, N. O’Reilly, J. O’Rourke, L. Orpilla Jr, A. Orr, B. Orr, 
N. Orr, S. Orser, P. Ortega, R. Osachoff, C. Osborne, J. Osborne, G. Osbourne, D. O’Shea, J. Oshman, D. Osinchuk, M. Osman, K. Osmond, T. Osmond, L. Osorio, H. Osorio 
Lobo, A. Ospino, B. Ostafichuk, A. Ostrzenski, J. O’Sullivan, C. Oswald, D. Oswald, J. Otis, K. Otoo, J. O’Toole, C. Ottenbreit, L. Otteson, M. Otteson, W. Otteson, J. Otto, D. 
Ouattara, L. Ouch, D. Ouellette, J. Ouellette, S. Ouellette, E. Overbye, Z. Overbye, M. Overwater, A. Owsianicki, A. Oxford, M. Oxford, P. Oza, P. Ozar, A. Paananen, L. 
Paananen, J. Paarsmarkt, M. Pachan, F. Pacheco, M. Pacheco, S. Pacholok, T. Packard, J. Paddington, R. Padilla, B. Padlewski, T. Padron, M. Pady, S. Page, M. Pagnucco, Q. 
Pagnucco, T. Pagura, D. Pahljina, S. Paiement, K. Paige, R. Paine, K. Painter, J. Pak, V. Pak, A. Palani, C. Palchewich, D. Palmer, J. Palmer, K. Palmer, L. Palmer, O. Palomino, A. 
Palou, J. Palsis, F. Pana, J. Panas, B. Panchal, V. Pandey, D. Pandher, S. Pandya, L. Pantazi, F. Pantilag, S. Panuganty, Y. Panya, A. Papadoulis, R. Papalia, M. Papcun, J. Papp, V. 
Papuga, P. Paquette, L. Paquin, D. Paradis, E. Paradis, J. Paradis, T. Paradis, M. Paranjape, B. Parathundathil, G. Parchewsky, P. Parchure, M. Pardy, L. Paredes, C. Parenteau, 
J. Parenteau, L. Parillo, R. Parillo, B. Parker, D. Parker, J. Parker, D. Parlee, M. Parmar, C. Paron, A. Parsons, M. Parsons, S. Parsons, T. Parsons, W. Parsons, K. Pascoe, J. 
Pashko, M. Pasichnuk, W. Pasko, J. Pasos, N. Pasowisty, E. Pastor, A. Patel, B. Patel, D. Patel, H. Patel, J. Patel, K. Patel, M. Patel, N. Patel, P. Patel, R. Patel, S. Patel, T. Patel, 
V. Patel, N. Pateliya, C. Pater, A. Paterson, H. Paterson, J. Paterson, B. Patey, D. Patey, I. Patey, J. Patey, M. Patey, T. Patey, J. Patience, P. Patil, C. Paton, G. Paton, W. Patrick, 
E. Patten, B. Patterson, C. Patterson, J. Patterson, K. Patterson, W. Patterson, C. Pattinson, C. Paul, G. Paul, J. Paul, K. Paul, T. Paul, M. Paulgaard, J. Paulsen, B. Paulson, B. 
Paulssen, B. Pauwels, D. Pavelick, M. Pavlic, C. Pawlachuk, A. Pawlowich, M. Pawluk, C. Pay, C. Paylor, A. Payne, B. Payne, C. Payne, D. Payne, G. Payne, J. Payne, M. Payne, 
P. Payne, S. Payson, P. Pazienza, K. Peach, B. Peacock, E. Peacock, L. Peacock, D. Pearson, E. Pearson, T. Peats, T. Peciulis, G. Peddi, E. Peddle, D. Pedersen, J. Pedersen, K. 
Pedersen, P. Pedersen, L. Pederson, B. Peebles, J. Peeke, M. Peeke, R. Peel, D. Peet, E. Pegg, C. Peifer, F. Pelayo, K. Pelayo, G. Pellegrino, D. Pelletier, M. Pelletier, A. Pelley, 
I. Pelly, M. Pelypiw, D. Pemberton, L. Pena, Y. Peng, J. Penman, S. Penman, C. Pennell, T. Pennell, S. Pennemann, S. Penner, D. Penney, E. Penney, H. Penney, J. Penney, S. 
Penny, J. Penzo, I. Pepper, D. Peramanu, S. Peramanu, R. Peraza, M. Perehudoff, J. Perepelecta, F. Perez, L. Perez, J. Perez-Licera, D. Perkins, M. Perkins, R. Perkins, J. 
Pernitsch, J. Peroramas, C. Perran, D. Perreault, M. Perrin, N. Perron, C. Perry, D. Perry, G. Perry, J. Perry, O. Perry, R. Perry, S. Perry, T. Persaud, D. Perumal, B. Pesowski, P. 
Peter, A. Peters, D. Peters, G. Peters, J. Peters, K. Peters, M. Peters, R. Peters, A. Peterson, B. Peterson, E. Peterson, K. Peterson, M. Peterson, S. Peterson, T. Peterson, C. 
Petkau, D. Petkau, B. Petkus, L. Petrillo, N. Petrola, R. Pettigrew, B. Pettipas, S. Pettit, D. Petz, A. Pewekar, K. Peyman, J. Peyton, K. Pfannmuller, R. Pfriem, L. Pham, B. Phan, 
L. Phan, K. Phibbs, B. Philibert, G. Philip, B. Phillips, D. Phillips, J. Phillips, K. Phillips, L. Phillips, T. Phillips, D. Philp, B. Philpott, T. Philpott, Z. Philpott-Belzil, G. Phinney, M. 
Phippen, L. Phoenix, W. Picard, E. Picard-Goulet, K. Picco, J. Picken, K. Pickering, A. Pickersgill, T. Pickett, B. Piderman, D. Pierce, J. Piercey, S. Piercey, T. Piercey, S. Pierzchala, 
A. Pietrusik, R. Pighin, J. Pihowich, J. Pike, P. Pilecki, B. Pilgrim, S. Pilgrim, T. Pilgrim, M. Pili, D. Pilisko, J. Piliszanski, R. Pillai, L. Pillaveethil, N. Pilote, J. Pilsner, G. Pimienta, 
C. Pinchak, M. Pineda, L. Pineda Perez, S. Pinksen, T. Pinksen, K. Pinney, J. Pintaric, B. Pipa, J. Pipke, C. Pirnak, D. Pirvan, K. Pisio, M. Pitman, J. Pitoulis, M. Pitre, A. Pittman, 
C. Pittman, D. Pittman, E. Pittman, I. Pittman, J. Pittman, M. Pittman, W. Pittman, M. Plamondon, R. Plamondon, E. Plante, J. Plata, D. Plepelic, I. Plesa, J. Plessis, G. Plews, 

K. Plosz, G. Plouffe, T. Plouffe, J. Plowman, E. Plumb, J. Plummer, 
I. Pocaterra, J. Pocock, S. Podhorodeski, H. Poffenroth, D. Pohl, A. 
Poirier, D. Poirier, D. Poitras, J. Polacik, D. Pole, C. Pollard, R. 
Pollard, T. Pollett, A. Pollock, J. Pollock, M. Pollock, J. Polsfut, G. 
Pome Franco, L. Pomponio, S. Pon, M. Poncelet, D. Poncsak, B. 
Pond, D. Pond, B. Ponjevic, N. Ponkiya, T. Poole, K. Poon, G. Pope, 
T. Pope, C. Popko, J. Popoff, J. Popowich, M. Popowich, C. 
Portelance, J. Portelli, A. Porter, C. Porter, I. Porter, L. Porter, T. 
Posch, M. Posnikoff, P. Postlewaite, R. Postnikoff, C. Potorti, M. 
Potorti, J. Potter, T. Potter, K. Potts, R. Potts, T. Potts, J. Poulin, R. 
Poulter, K. Pounall, I. Pouncey, C. Povse, C. Powell, D. Powell, J. 
Powell, P. Powell, R. Powell, A. Power, B. Power, C. Power, E. 
Power, J. Power, K. Power, L. Power, M. Power, P. Power, S. 
Power, T. Power, M. Prajapati, D. Prasad, G. Pratch, G. Prather, K. 
Pratt, R. Pratt, S. Pratt, L. Praud, W. Prawdzik, D. Prediger, M. 
Preece, J. Prefontaine, D. Preshyon, D. Presley, C. Prest, A. 
Preston, J. Preston, R. Preteau, A. Price, W. Price, J. Priest, D. 
Pringle, T. Prins, R. Pritchett, S. Pritchett, K. Proc, G. Prochner, K. 
Proctor, D. Procyshyn, M. Profiri, N. Proll, M. Pronk, M. Prosper, 
D. Prostler, I. Proudfoot, D. Proulx, K. Prowse, T. Prudhomme, S. 
Prud’Homme, C. Prybylski, C. Przybylski, S. Pshyk, J. Puhl, C. 
Pumphrey, M. Pumphrey, A. Punko, K. Pupneja, S. Pupneja, B. 
Purcell, S. Purchase, C. Purdy, J. Purdy, T. Purves, D. Pushak, S. 
Pushak, M. Pye, J. Pyke, R. Pyke, W. Pyne, F. Pynn, P. Pynn, J. 
Pyper, A. Pyra, M. Qian, W. Qian, L. Qing, J. Qu, C. Quach, A. 
Quan, G. Quan, A. Quarin, R. Quartermain, K. Quaschnick, J. 
Quiba, D. Quigley, R. Quigley, S. Quigley, C. Quinlan, M. Quintin, 
G. Quinton, B. Quipp, S. Qureshi, J. Raban Mardelli, J. Rabby, B. 
Rabusic, M. Raby, P. Racette, D. Rachkewich, D. Raciborski, W. 
Raczynski, L. Radesh, K. Radke, R. Radke, A. Radtke, M. Radu, J. 
Rae, R. Rae, D. Raedts, W. Rafiq, I. Rafiyev, G. Raghavan Nair, S. 
Raghuwanshi, J. Raher, A. Rahmani, M. Rahmani, P. Rai, S. 
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Rainey, J. Rainnie, M. Raistrick, A. Raivio, K. Raj, M. Raj, S. Rajan, M. Rajic, J. Rajotte, J. 
Ralph, P. Ralph, S. Raman, J. Ramazani, J. Rambold, D. Ramburrun, D. Ramirez, J. Ramirez, 
M. Ramirez, P. Ramirez Perez, C. Ramos, J. Ramsay, M. Ramsay, S. Ramsay, K. 
Ramsbottom, M. Rana, D. Randell, L. Randell, M. Randell, T. Randell, W. Randell, M. 
Rankin, D. Ranola, J. Ransom, M. Raoufi, R. Raposo, S. Rasch, T. Rasheed, C. Rasko, K. 
Raskob-Smith, S. Rasmussen, R. Raso, H. Rassi, W. Ratcliffe, D. Rath, S. Ratkovic, M. 
Rattray, H. Ratzlaff, A. Rau, M. Rausch, B. Rawling, C. Rawson, S. Rawson, W. Rawson, A. 
Ray, D. Ray, K. Ray, S. Ray, K. Rayment, D. Raymond, E. Rayner, J. Rayner, M. Raza, S. 
Raza, K. Razniak, F. Re, B. Read, D. Read, W. Reashore, C. Reber, D. Reber, D. 
Rechenmacher, G. Redding, B. Redlich, E. Redlon, G. Reed, J. Reed, S. Reed, P. Regan, R. 
Reginato, C. Regnier, R. Regnier, P. Regular, H. Rehman, M. Rehman, B. Reid, C. Reid, D. 
Reid, E. Reid, J. Reid, K. Reid, M. Reid, R. Reid, T. Reid, T. Reilly, D. Reimer, I. Reimer, M. 
Reinders, T. Reinders, D. Reinhold, J. Reiniger, M. Reinkens, E. Reis, R. Reis, G. Reiter, H. 
Reithaug, D. Rejman, D. Relkow, W. Remmer, C. Rempel, P. Rempel, T. Rempel, L. Ren, S. 
Ren, R. Renaud, A. Rennie, J. Rennie, L. Rennie, J. Rentar, J. Repchuk, S. Resus, C. 
Revereza, M. Rew, E. Reyes, O. Reyes, J. Reynolds, P. Reynolds, S. Reynolds, T. Reynolds, 
D. Reznik, N. Rhemtulla, C. Rhode, I. Riach, S. Ricci, D. Rice, J. Rice, R. Rice, J. Richard, 
K. Richard, M. Richard, B. Richards, C. Richards, D. Richards, H. Richards, T. Richards, A. 
Richardson, K. Richardson, T. Richardson, B. Riche, P. Richer, W. Ricker, C. Ricketson, A. 
Ricketts, M. Ricketts, W. Ricketts, C. Rico-Ospina, J. Rideout, R. Rideout, T. Rider, C. 
Riegling, C. Ries, M. Rigg, D. Riley, S. Riley, D. Rinas, G. Ringheim, R. Rioux, S. Rioux, J. 
Ripka, P. Riseley, J. Risling, S. Risling, L. Ritchat, D. Ritchie, L. Ritchie, R. Ritchie, K. Ritter, 
A. Riutta, S. Rivard, E. Rivera, J. Rivera, M. Rizwan, D. Robbins, N. Robbins, R. Roberge, 
A. Robert, C. Roberts, D. Roberts, J. Roberts, M. Roberts, G. Robertson, M. Robertson, P. 
Robertson, S. Robertson, K. Robertson-Baldwin, B. Robia, J. Robichaud, M. Robideau, A. 
Robinson, B. Robinson, D. Robinson, G. Robinson, J. Robinson, K. Robinson, M. Robinson, 
N. Robinson, S. Robinson, T. Robinson, W. Robleto, C. Robson, S. Robson, A. Rocha, L. 
Roche, J. Rochemont, R. Rock, C. Rockwell, S. Rodberg, R. Rodden, T. Rodgers, J. 
Rodriguez, M. Rodriguez, P. Roett, D. Rogal, K. Rogalsky, P. Rogatschnigg, C. Rogers, K. 
Rogers, M. Rogers, S. Rogers, M. Rogne, L. Rojas, S. Rolling, K. Rolseth, P. Roman, L. 
Romanchuk, T. Romanchuk, B. Romanovich, D. Romanyshyn, M. Rombough, A. Romero, G. 
Romero, J. Romero, S. Rommelaere, A. Ronald, D. Rondeau, J. Roney, S. Roney, P. Ronnie, 
B. Ronspies, J. Rooney, S. Roop, C. Root, A. Roozendaal, J. Ropson, B. Rose, C. Rose, J. 
Rose, M. Rose, P. Rose, M. Rose-Atkins, R. Rosenthal, D. Rosgen, S. Roskey, M. Rosloot, 
T. Rosner, A. Ross, E. Ross, I. Ross, J. Ross, M. Ross, R. Ross, W. Ross, R. Rossburger, G. 
Rosser, J. Rostad, B. Rosychuk, B. Roszell, C. Roth, K. Roth, M. Roth, R. Roth, T. Roth, B. 
Rott, J. Rotzoll, S. Rouf, D. Rough, D. Roughton, E. Roul, J. Rouleau, G. Rousselle, A. 
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2021 Year End Reserves
DETERMINATION OF RESERVES

For the year ended December 31, 2021, the Company retained Independent Qualified Reserves Evaluators (IQREs), Sproule 
Associates Limited, Sproule International Limited and GLJ Ltd., to evaluate and review all of the Company’s proved and 
proved plus probable reserves. The evaluation and review was conducted and prepared in accordance with the standards 
contained in the Canadian Oil and Gas Evaluation Handbook. The reserves disclosure is presented in accordance with NI 51-
101 requirements using forecast prices and escalated costs.

The Reserves Committee of the Company’s Board of Directors has met with and carried out independent due diligence 
procedures with the IQREs as to the Company’s reserves.

Additional reserves information is disclosed in the Company's Annual Information Form.

RESERVES INFORMATION HIGHLIGHTS

A key differentiator for Canadian Natural is the strength, diversity and balance of our world class, top tier reserves. Strategically 
assembled and developed over several decades, these assets have a low decline as well as low maintenance capital relative 
to the size and quality of the reserves. The low maintenance capital requirements of our reserves affords the Company 
significant flexibility when balancing our four pillars of capital allocation to maximize shareholder value. 

	■ Total proved reserves increased 6% to 12.813 billion BOE, with reserves additions and revisions of 1.158 billion BOE.  
Total proved plus probable reserves increased 6% to 16.950 billion BOE, with reserves additions and revisions of  
1.476 billion BOE.
	• The strength and depth of the Company's assets are evident as approximately 77% of total proved reserves are long 

life low decline reserves. This results in a total proved BOE reserves life index (1) of approximately 30 years and a total 
proved plus probable BOE reserves life index of approximately 40 years.
	– Additionally, high value, zero decline SCO is approximately 55% of total proved reserves with a reserve life index 

of approximately 45 years.

	■ In 2021, Canadian Natural continued its track record of top tier finding and development costs:
	• FD&A (1) costs, excluding changes in Future Development Cost ("FDC"), are $4.01/BOE for total proved reserves and 

$3.15/BOE for total proved plus probable reserves.
	• FD&A costs, including changes in FDC, are $5.88/BOE for total proved reserves and $5.49/BOE for total proved plus 

probable reserves.

	■ Total proved reserves additions and revisions replaced 2021 production by 257%. Total proved plus probable reserves 
additions and revisions replaced 2021 production by 328%.

	■ Proved developed producing reserves additions and revisions are 703 million BOE, replacing 2021 production by 156%. 
The proved developed producing BOE reserves life index is approximately 21 years.

	■ The net present value of future net revenues, before income tax, discounted at 10%, is approximately $86.9 billion  
for proved developed producing reserves, approximately $120.3 billion for total proved reserves, and approximately  
$145.9 billion for total proved plus probable reserves.

(1) Supplementary financial measure. Refer to the notes of the "2021 Year End Reserves" on page 8.



Canadian Natural 2021 Annual Report  7

Summary of Company Gross Reserves
as of December 31, 2021 
Forecast Prices and Costs

Light and 
Medium 

Crude Oil

Primary 
Heavy   

Crude Oil

Pelican 
Lake Heavy   

Crude Oil

Bitumen  
(Thermal 

Oil)
Synthetic 
Crude Oil

Natural 
Gas

Natural 
Gas 

Liquids

Barrels  
of Oil 

Equivalent
(MMbbl) (MMbbl) (MMbbl) (MMbbl) (MMbbl) (Bcf) (MMbbl) (MMBOE)

Total Company
Proved

Developed Producing 135 83 215 587 6,960 4,494 130 8,859
Developed Non-Producing 50 11 — 32 — 262 5 142
Undeveloped 115 74 56 2,012 37 7,413 283 3,812

Total Proved 300 169 270 2,631 6,998 12,168 418 12,813
Probable 125 80 118 1,706 537 8,080 224 4,137
Total Proved plus Probable 424 249 388 4,337 7,535 20,249 643 16,950

Reconciliation of Company Gross Reserves
as of December 31, 2021 
Forecast Prices and Costs

TOTAL PROVED Light and 
Medium 

Crude Oil

Primary 
Heavy   

Crude Oil

Pelican 
Lake Heavy   

Crude Oil

Bitumen  
(Thermal 

Oil)
Synthetic 
Crude Oil

Natural 
Gas

Natural 
Gas 

Liquids

Barrels  
of Oil 

Equivalent
(MMbbl) (MMbbl) (MMbbl) (MMbbl) (MMbbl) (Bcf) (MMbbl) (MMBOE)

Total Company
December 31, 2020 315 177 265 2,483 6,962 9,465 326 12,106
Discoveries — — — — — — — —
Extensions 1 7 — 119 — 598 15 243
Infill Drilling 3 4 — — — 170 13 47
Improved Recovery — — 1 19 — 3 — 21
Acquisitions — — — — — 1,715 59 345
Dispositions — — — — — (1) — —
Economic Factors 14 13 22 — — 309 10 110
Technical Revisions (5) (9) 2 105 199 528 13 392
Production (28) (23) (20) (95) (164) (619) (18) (451)
December 31, 2021 300 169 270 2,631 6,998 12,168 418 12,813

TOTAL PROVED PLUS 
PROBABLE

Light and 
Medium 

Crude Oil

Primary 
Heavy   

Crude Oil

Pelican 
Lake Heavy   

Crude Oil

Bitumen  
(Thermal 

Oil)
Synthetic 
Crude Oil

Natural 
Gas

Natural 
Gas 

Liquids

Barrels  
of Oil 

Equivalent
(MMbbl) (MMbbl) (MMbbl) (MMbbl) (MMbbl) (Bcf) (MMbbl) (MMBOE)

Total Company
December 31, 2020 463 260 395 4,157 7,496 15,922 500 15,925
Discoveries — — — — — — — —
Extensions 2 10 — 158 — 1,004 30 368
Infill Drilling 4 6 — — — 687 21 146
Improved Recovery — — 2 23 — 4 — 26
Acquisitions — — — — — 2,979 100 596
Dispositions — — — — — (1) — —
Economic Factors 18 18 7 2 — 368 11 116
Technical Revisions (34) (22) 5 91 202 (94) (1) 224
Production (28) (23) (20) (95) (164) (619) (18) (451)

December 31, 2021 424 249 388 4,337 7,535 20,249 643 16,950
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NOTES TO RESERVES:

1.  Company Gross reserves are working interest share before deduction of royalties and excluding any royalty interests.

2.   Information in the reserves data tables may not add due to rounding. BOE values and oil and gas metrics may not 
calculate exactly due to rounding.

3.  Forecast pricing assumptions utilized by the Independent Qualified Reserves Evaluators in the reserves estimates are the 
3-consultant-average of price forecasts developed by Sproule Associates Limited, GLJ Ltd. and McDaniel & Associates 
Consultants Ltd., dated December 31, 2021:

2022 2023 2024 2025 2026

Crude Oil and NGLs

WTI US$/bbl 72.83 68.78 66.76 68.09 69.45

WCS C$/bbl 74.42 69.17 66.54 67.87 69.23

Canadian Light Sweet C$/bbl 86.82 80.73 78.01 79.57 81.16

Cromer LSB C$/bbl 87.30 82.30 79.69 81.29 82.92

Edmonton C5+ C$/bbl 91.85 85.53 82.98 84.63 86.33

Brent US$/bbl 75.33 71.46 69.62 71.01 72.44

Natural Gas

AECO C$/MMBtu 3.56 3.21 3.05 3.11 3.17

BC Westcoast Station 2 C$/MMBtu 3.48 3.14 2.98 3.03 3.10

Henry Hub US$/MMBtu 3.85 3.44 3.17 3.24 3.30

 All prices increase at a rate of 2% per year after 2026.

  A foreign exchange rate of 0.7967 US$/C$ for 2022 and 0.7967 US$/C$ after 2022 was used in the year end  
2021 evaluation.

4.  A barrel of oil equivalent (“BOE”) is derived by converting six thousand cubic feet of natural gas to one barrel of crude oil 
(6 Mcf:1 bbl). This conversion may be misleading, particularly if used in isolation, since the 6 Mcf:1 bbl ratio is based on an 
energy equivalency conversion method primarily applicable at the burner tip and does not represent a value equivalency 
at the wellhead. In comparing the value ratio using current crude oil prices relative to natural gas prices, the 6 Mcf:1 bbl 
conversion ratio may be misleading as an indication of value.

5.  Oil and gas metrics included herein are commonly used in the crude oil and natural gas industry and are determined 
by Canadian Natural as set out in the notes below. These metrics do not have standardized meanings and may not be 
comparable to similar measures presented by other companies and may be misleading when making comparisons. 
Management uses these metrics to evaluate Canadian Natural’s performance over time. However, such measures are 
not reliable indicators of Canadian Natural’s future performance and future performance may vary.

6.  Reserves additions and revisions are comprised of all categories of Company Gross reserves changes, exclusive  
of production.

7.  Reserves replacement or Production replacement ratio is the Company Gross reserves additions and revisions, for the 
relevant reserves category, divided by the Company Gross production in the same period.

8.  Reserves Life Index is based on the amount for the relevant reserves category divided by the 2022 proved developed 
producing production forecast prepared by the Independent Qualified Reserves Evaluators.

9.  Finding, Development and Acquisition ("FD&A") costs excluding changes in Future Development Costs ("FDC") are 
calculated by dividing the sum of total exploration, development and acquisition capital costs incurred in 2021 by the sum 
of total additions and revisions for the relevant reserves category.

 10.  FD&A costs including changes in FDC are calculated by dividing the sum of total exploration, development and acquisition 
capital costs incurred in 2021 and net changes in FDC from December 31, 2020 to December 31, 2021 by the sum of 
total additions and revisions for the relevant reserves category. FDC excludes all abandonment, decommissioning and 
reclamation costs. 

11.  Abandonment, decommissioning and reclamation ("ADR") costs included in the calculation of the Future Net  
Revenue (FNR) consist of both the Company's total Asset Retirement Obligation ("ARO"), before inflation and  
discounting, for development existing as at December 31, 2021 and forecast estimates of ADR costs attributable to 
future development activity.
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Definitions and Abbreviations

AECO Alberta natural gas reference location

AIF Annual Information Form

AOSP Athabasca Oil Sands Project
API specific gravity measured in degrees on 

the American Petroleum Institute scale

ARO asset retirement obligations

bbl barrel

bbl/d barrels per day

Bcf billion cubic feet

Bcf/d billion cubic feet per day
Bitumen a naturally occurring solid or semi-solid 

hydrocarbon consisting mainly of heavier 
hydrocarbons that are too heavy or thick to 
flow at reservoir conditions, and 
recoverable at economic rates using 
thermal in situ recovery methods

BOE barrels of oil equivalent

BOE/d barrels of oil equivalent per day

Brent Dated Brent

C$ Canadian dollars

CAGR compound annual growth rate

CAPEX capital expenditures

CO2 carbon dioxide

CO2e carbon dioxide equivalents
Crude oil includes light and medium crude oil, 

primary heavy crude oil, Pelican Lake 
heavy crude oil, bitumen (thermal oil), and 
synthetic crude oil

CSS Cyclic Steam Stimulation

EOR Enhanced Oil Recovery

E&P Exploration and Production

FASB Financial Accounting Standards Board
FPSO Floating Production, Storage and 

Offloading Vessel

GHG greenhouse gas

GJ gigajoules

GJ/d gigajoules per day

Horizon Horizon Oil Sands

IASB International Accounting Standards Board

IBOR Interbank Offered Rate

IFRS International Financial Reporting Standards

LIBOR London Interbank Offered Rate

Mbbl thousand barrels

Mbbl/d thousand barrels per day

MBOE thousand barrels of oil equivalent

MBOE/d thousand barrels of oil equivalent per day

Mcf thousand cubic feet

Mcfe thousand cubic feet equivalent

Mcf/d thousand cubic feet per day

MMbbl million barrels

MMBOE million barrels of oil equivalent

MMBtu million British thermal units

MMcf million cubic feet

MMcf/d million cubic feet per day

NGLs natural gas liquids

NWRP North West Redwater Partnership

NYMEX New York Mercantile Exchange

NYSE New York Stock Exchange

OPEC+ Organization of the Petroleum Exporting 
Countries Plus

PRT Petroleum Revenue Tax

SAGD Steam-Assisted Gravity Drainage

SCO synthetic crude oil

SEC United States Securities and  
Exchange Commission

SOFR Secured Overnight Financing Rate

Tcf trillion cubic feet

TSX Toronto Stock Exchange

UK United Kingdom

US United States

US GAAP generally accepted accounting principles 
in the United States

US$ United States dollars

WCS Western Canadian Select

WCS Heavy 
Differential

WCS Heavy Differential from WTI

WTI West Texas Intermediate reference 
location at Cushing, Oklahoma
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Advisory
SPECIAL NOTE REGARDING 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", "proposed", "aspiration" or expressions of 
a similar nature suggesting future outcome or statements regarding an outlook. Disclosure related to expected future commodity 
pricing, forecast or anticipated production volumes, royalties, production expenses, capital expenditures, income tax expenses 
and other targets provided throughout this Management's Discussion and Analysis ("MD&A") of the financial condition and 
results of operations of the Company, constitute forward-looking statements. Disclosure of plans relating to and expected 
results of existing and future developments, including, without limitation, those in relation to: the Company's assets at Horizon, 
AOSP, the Primrose thermal oil projects, the Pelican Lake water and polymer flood projects, the Kirby Thermal Oil Sands Project, 
the Jackfish Thermal Oil Sands Project and the North West Redwater bitumen upgrader and refinery; construction by third 
parties of new, or expansion of existing, pipeline capacity or other means of transportation of bitumen, crude oil, natural gas, 
NGLs or SCO that the Company may be reliant upon to transport its products to market, the development and deployment of 
technology and technological innovations; the financial capacity of the Company to complete its growth projects and responsibly 
and sustainably grow in the long-term; and the "Outlook" section of this MD&A, particularly in reference to the 2022 targets 
provided with respect to budgeted capital expenditures, and the timing and impact of the Oil Sands Pathways to Net Zero 
("Pathways") initiative, government support for Pathways and the ability to achieve net zero emissions from oil production, also 
constitute forward-looking statements. These forward-looking statements are based on annual budgets and multi-year forecasts, 
and are reviewed and revised throughout the year as 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 and proved plus probable crude oil, 
natural gas and NGLs 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 reserves 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 earlier 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 (including as a result of effects of the novel coronavirus 
("COVID-19") pandemic and the actions of OPEC+) which may impact, among other things, demand and supply for and 
market prices of the Company's products, and the availability and cost of resources required by the Company's operations; 
volatility of and assumptions regarding crude oil and natural gas and NGLs prices including due to actions of OPEC+ taken in 
response to COVID-19 or otherwise; fluctuations in currency and interest rates; assumptions on which the Company's current 
targets are 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 disruptions or delays in the mining, extracting or upgrading of 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, maintain, and operate 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 and in mining, extracting or upgrading the Company's bitumen products; availability and cost of 
financing; the Company's and its subsidiaries' success of exploration and development activities and its ability to replace and 
expand crude oil and natural gas reserves; the Company's ability to meet its targeted production levels; timing and success 
of integrating the business and operations of acquired companies and assets; production levels; imprecision of reserves 
estimates and estimates of recoverable quantities of crude oil, natural gas and NGLs not currently classified as proved; actions 
by governmental authorities (including any production curtailments mandated by the Government of Alberta); 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 expenditures and production expenses); asset retirement obligations; the 
sufficiency of the Company's liquidity to support its growth strategy and to sustain its operations in the short, medium, and 
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long-term; the strength of the Company's balance sheet; the flexibility of the Company's capital structure; 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 national, federal, 
provincial, state 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 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 MD&A could also have 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 applicable law, the Company 
assumes no obligation to update forward-looking statements in this MD&A, whether as a result of new information, future 
events or other factors, or the foregoing factors affecting this information, should circumstances or the Company's estimates 
or opinions change.

SPECIAL NOTE REGARDING NON-GAAP AND OTHER FINANCIAL MEASURES

This MD&A includes references to non-GAAP measures, which include non-GAAP and other financial measures as defined 
in National Instrument 52-112 – Non-GAAP and Other Financial Measures Disclosure ("NI 52-112"). Non-GAAP measures are 
used by the Company to evaluate its financial performance, financial position or cash flow. Descriptions of the Company's 
non-GAAP and other financial measures included in this MD&A, and reconciliations to the most directly comparable GAAP 
measure, as applicable, are provided in the “Non-GAAP and Other Financial Measures” section of this MD&A.

SPECIAL NOTE REGARDING CURRENCY, FINANCIAL INFORMATION, PRODUCTION AND RESERVES

This MD&A should be read in conjunction with the audited consolidated financial statements for the year ended  
December 31, 2021. It should also be read in conjunction with the Company's MD&A for the three months and year ended 
December 31, 2021. All dollar amounts are referenced in millions of Canadian dollars, except where noted otherwise.  
The Company's consolidated financial statements and this MD&A have been prepared in accordance with IFRS as issued by 
the IASB. 

Production volumes, per unit statistics and reserves data are presented throughout this MD&A on a "before royalties" or 
"company gross" basis, and realized prices are net of blending and feedstock costs and exclude the effect of risk management 
activities. In addition, reference is made to crude oil and natural gas in common units called barrel of oil equivalent ("BOE"). A 
BOE is derived by converting six thousand cubic feet ("Mcf") of natural gas to one barrel ("bbl") of crude oil (6 Mcf:1 bbl). This 
conversion may be misleading, particularly if used in isolation, since the 6 Mcf:1 bbl ratio is based on an energy equivalency 
conversion method primarily applicable at the burner tip and does not represent a value equivalency at the wellhead. In 
comparing the value ratio using current crude oil prices relative to natural gas prices, the 6 Mcf:1 bbl conversion ratio may be 
misleading as an indication of value. In addition, for the purposes of this MD&A, crude oil is defined to include the following 
commodities: light and medium crude oil, primary heavy crude oil, Pelican Lake heavy crude oil, bitumen (thermal oil), and 
SCO. Production on an "after royalties" or "company net" basis is also presented in this MD&A for information purposes only.

The following discussion and analysis refers primarily to the Company's 2021 financial results compared to 2020 and 2019, 
unless otherwise indicated. In addition, this MD&A details the Company's targeted capital program for 2022. Additional 
information relating to the Company, including its quarterly MD&A for the three months and year ended December 31, 2021, 
its Annual Information Form for the year ended December 31, 2021, and its audited consolidated financial statements for 
the year ended December 31, 2021, is available on SEDAR at www.sedar.com, and on EDGAR at www.sec.gov. Information 
on the Company's website does not form part of and is not incorporated by reference in this MD&A. This MD&A is dated 
March 2, 2022.
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Objectives and Strategy 
The Company’s objectives are to increase crude oil and natural gas production, reserves, cash flow and net asset value (1) 
on a per common share basis through the economic and sustainable development of its existing crude oil and natural gas 
properties and through the discovery and/or acquisition of new reserves. The Company strives to meet these objectives in a 
sustainable and responsible way, maintaining a commitment to environmental stewardship and safety excellence. 

The Company strives to meet these objectives by having a defined growth and value enhancement plan for each of its 
products and segments. The Company takes a balanced approach to growth and investments and focuses on creating long-
term shareholder value. The Company allocates its capital by maintaining:

	■ Balance among its products, namely light and medium crude oil and NGLs, primary heavy crude oil, Pelican Lake heavy 
crude oil (2), bitumen (thermal oil), SCO and natural gas;

	■ A large, balanced, diversified, high quality, long life low decline asset base;
	■ Balance among acquisitions, development and exploration;
	■ Balance between sources and terms of debt financing and a strong financial position; and
	■ Commitment to environmental stewardship throughout the decision-making process.

The Company’s three-phase crude oil marketing strategy includes:

	■ Blending various crude oil streams with diluents to create more attractive feedstock;
	■ Supporting and participating in pipeline expansions and/or new additions; and
	■ Supporting and participating in projects that will increase the downstream conversion capacity for heavy crude oil and 

bitumen (thermal oil).

Operational discipline, safe, effective and efficient operations, and cost control are fundamental to the Company and  
embrace the key piece of the Company's mission statement: "doing it right". By consistently managing costs throughout 
all cycles of the industry, the Company believes it will achieve continued growth. Effective and efficient operations and cost 
control are attained by developing area knowledge, and by maintaining high working interests and operator status in the 
Company's properties.

The Company is committed to maintaining a strong balance sheet and flexible capital structure. The Company believes it has 
built the necessary financial capacity to complete its growth projects. Additionally, the Company periodically utilizes its risk 
management hedging program to reduce the risk of volatility in commodity prices and foreign exchange rates and to support 
the Company’s cash flow for its capital expenditure programs.

Strategic accretive acquisitions are a key component of the Company’s strategy. The Company has used a combination of 
internally generated cash flows and debt and equity financing to selectively acquire properties generating future cash flows in 
its core areas. The Company's financial discipline, commitment to a strong balance sheet, and capacity to internally generate 
cash flows provides the means to responsibly and sustainably grow in the long term. 

(1) Discounted value of crude oil and natural gas reserves plus value of unproved land, less net debt.

(2) Pelican Lake heavy crude oil is 12–17º API oil, which receives medium quality crude netbacks due to lower production expense and lower royalty rates.
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Financial and Operational Highlights 
($ millions, except per common share amounts) 2021 2020 2019

Product sales (1) $ 32,854 $ 17,491 $ 24,394

Crude oil and NGLs $ 29,256 $ 15,579 $ 22,950

Natural gas $ 2,716 $ 1,478 $ 1,419

Net earnings (loss) $ 7,664 $ (435) $ 5,416

Per common share – basic $ 6.49 $ (0.37) $ 4.55

                                        – diluted $ 6.46 $ (0.37) $ 4.54

Adjusted net earnings (loss) from operations (2) $ 7,420 $ (756) $ 3,795

Per common share – basic (3) $ 6.28 $ (0.64) $ 3.19

                                        – diluted (3) $ 6.25 $ (0.64) $ 3.18

Cash flows from operating activities $ 14,478 $ 4,714 $ 8,829

Adjusted funds flow (2) $ 13,733 $ 5,200 $ 10,267

Per common share – basic (3) $ 11.63 $ 4.40 $ 8.62

                                        – diluted (3) $ 11.57 $ 4.40 $ 8.61

Dividends declared per common share (4) $ 2.00 $ 1.70 $ 1.50

Total assets $ 76,665 $ 75,276 $ 78,121

Total long-term liabilities $ 32,298 $ 37,818 $ 36,493

Cash flows used in investing activities $ 3,703 $ 2,819 $ 7,255

Net capital expenditures (2) $ 4,908 $ 3,206 $ 7,121

Average realized price

Crude oil and NGLs - Exploration and Production ($/bbl) (3) $ 63.71 $ 31.90 $ 55.08

Natural gas - Exploration and Production ($/Mcf) (5) $ 4.07 $ 2.40 $ 2.34

SCO - Oil Sands Mining and Upgrading ($/bbl) (3) $ 77.95 $ 43.98 $ 70.18

Daily production, before royalties (BOE/d) 1,234,906 1,164,136 1,098,957

Crude oil and NGLs (bbl/d) 952,404 917,958 850,393

Natural gas (MMcf/d) (6) 1,695 1,477 1,491

(1) Further details related to product sales are disclosed in note 22 to the Company's audited consolidated financial statements.

(2) Non-GAAP Financial Measure. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(4) On November 3, 2021, the Board of Directors approved a 25% increase in the quarterly dividend to $0.5875 per common share,  
from $0.47 per common share. On March 3, 2021, the Board of Directors approved an 11% increase in the quarterly dividend to $0.47 per common share, 
from $0.425 per common share. On March 4, 2020, the Board of Directors approved a 13% increase in the quarterly dividend to $0.425 per common share, 
from $0.375 per common share. On March 6, 2019, the Board of Directors approved a 12% increase in the quarterly dividend to $0.375 per common share, 
from $0.335 per common share. The dividend policy undergoes periodic review by the Board of Directors and is subject to change.

(5) Calculated as natural gas sales divided by sales volumes.

(6) Natural gas production volumes approximate sales volumes.
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CONSOLIDATED NET EARNINGS (LOSS) AND ADJUSTED NET EARNINGS (LOSS) 

For 2021, the Company reported net earnings of $7,664 million compared with a net loss of $435 million for 2020 (2019 – net 
earnings of $5,416 million). Net earnings for 2021 included non-operating items (after-tax) of $244 million compared with 
$321 million for 2020 (2019 – $1,621 million) related to the effects of share-based compensation, risk management activities, 
fluctuations in foreign exchange rates including the impact of a realized foreign exchange loss on repayment of US dollar debt 
securities, the realized foreign exchange gain on the settlement of the cross currency swaps, the gain on acquisitions, the 
(gain) loss from investments, government grant income under the provincial well-site rehabilitation programs, and a provision 
relating to the Keystone XL pipeline project. Excluding these items, adjusted net earnings from operations for 2021 were 
$7,420 million compared with an adjusted net loss from operations of $756 million for 2020 (2019 – adjusted net earnings 
from operations of $3,795 million).

The net earnings and the adjusted net earnings from operations for 2021 compared with a net loss and adjusted net loss from 
operations for 2020 primarily reflected:

	■ higher realized SCO sales price (1) in the Oil Sands Mining and Upgrading segment;
	■ higher crude oil and NGLs netbacks (1) and natural gas netbacks (1) in the Exploration and Production segments;
	■ higher natural gas sales volumes in the North America segment; 
	■ higher SCO sales volumes in the Oil Sands Mining and Upgrading segment; and
	■ lower depletion, depreciation and amortization expense.

A detailed reconciliation of the changes in the Company's product sales is provided in the "Analysis of Changes in Product 
Sales" section of this MD&A.

The impacts of share-based compensation, risk management activities, fluctuations in foreign exchange rates, the gain on 
acquisitions, income from NWRP, and the (gain) loss from investments, also contributed to the movements in net earnings 
(loss) for 2021 from 2020. These items are discussed in detail in the relevant sections of this MD&A.

CASH FLOWS FROM OPERATING ACTIVITIES AND ADJUSTED FUNDS FLOW

Cash flows from operating activities for 2021 were $14,478 million compared with $4,714 million for 2020 (2019 – $8,829 
million). The increase in cash flows from operating activities for 2021 from 2020 were primarily due to the factors previously 
noted related to the fluctuations in net earnings (loss) from operations, as well as due to the impact of changes in non-cash 
working capital, and excluding the impact of changes in depletion, depreciation and amortization expense.

Adjusted funds flow for 2021 was $13,733 million ($11.63 per common share) compared with $5,200 million for 2020 ($4.40 
per common share) (2019 – $10,267 million; $8.62 per common share). The increase in adjusted funds flow for 2021 from 
2020 was primarily due to the factors noted above related to the fluctuations in cash flows from operating activities excluding 
the impact of the net change in non-cash working capital, abandonment expenditures excluding the impact of government 
grant income under the provincial well-site rehabilitation programs, and movements in other long-term assets, including the 
unamortized cost of the share bonus program, accrued interest on subordinated debt advances to NWRP, and prepaid cost 
of service tolls.

PRODUCTION VOLUMES

Crude oil and NGLs production before royalties for 2021 increased 4% to average 952,404 bbl/d from 917,958 bbl/d in 2020 
(2019 – 850,393 bbl/d). Natural gas production before royalties for 2021 increased 15% to average 1,695 MMcf/d from 1,477 
MMcf/d in 2020 (2019 – 1,491 MMcf/d). Total production before royalties for 2021 of 1,234,906 BOE/d increased 6% from 
1,164,136 BOE/d in 2020 (2019 – 1,098,957 BOE/d). Crude oil and NGLs and natural gas production volumes are discussed in 
detail in the "Daily Production" section of this MD&A.

 

(1) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.
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PRODUCT PRICES

In the Company’s Exploration and Production segments, the 2021 realized crude oil and NGLs prices (1)  increased 100% 
to average  $63.71 per bbl from $31.90 per bbl in 2020 (2019 – $55.08 per bbl), and the 2021 realized natural gas  
price (1)  increased 70% to average $4.07 per Mcf from $2.40 per Mcf in 2020 (2019 – $2.34 per Mcf). In the Oil Sands 
Mining and Upgrading segment, the Company’s 2021 realized SCO sales price increased 77% to average $77.95 per bbl from  
$43.98 per bbl in 2020 (2019 – $70.18 per bbl). Crude oil and NGLs and natural gas prices are discussed in detail in the 
"Business Environment", "Realized Product Prices - Exploration and Production", and the "Oil Sands Mining and Upgrading" 
sections of this MD&A.

PRODUCTION EXPENSE

In the Company’s Exploration and Production segments, the 2021 crude oil and NGLs production expense (2) increased 18%  
to average $14.71 per bbl from $12.42 per bbl in 2020 (2019 – $13.81 per bbl), and the natural gas production expense (2) 
averaged $1.18 per Mcf in 2021 and 2020 (2019 – $1.22 per Mcf). In the Oil Sands Mining and Upgrading segment, the 
Company's 2021 production cost (2) averaged $20.91 per bbl and was comparable with $20.46 per bbl in 2020 (2019 –  
$22.56 per bbl). Crude oil and NGLs and natural gas production expense is discussed in detail in the "Exploration and  
Production" and the "Oil Sands Mining and Upgrading" sections of this MD&A.

SUMMARY OF QUARTERLY FINANCIAL RESULTS

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

($ millions, except per common share amounts)        

2021 Total Dec 31 Sep 30 Jun 30 Mar 31

Product sales (1) $ 32,854 $ 10,190 $ 8,521 $ 7,124 $ 7,019

Crude oil and NGLs $ 29,256 $ 8,979 $ 7,607 $ 6,382 $ 6,288

Natural gas $ 2,716 $ 958 $ 694 $ 509 $ 555

Net earnings (loss) $ 7,664 $ 2,534 $ 2,202 $ 1,551 $ 1,377

Net earnings (loss) per common share

– basic $ 6.49 $ 2.16 $ 1.87 $ 1.31 $ 1.16

– diluted $ 6.46 $ 2.14 $ 1.86 $ 1.30 $ 1.16

($ millions, except per common share amounts)

2020 Total Dec 31 Sep 30 Jun 30 Mar 31

Product sales (1) $ 17,491 $ 5,219 $ 4,676 $ 2,944 $ 4,652

Crude oil and NGLs $ 15,579 $ 4,592 $ 4,202 $ 2,462 $ 4,323

Natural gas $ 1,478 $ 496 $ 338 $ 307 $ 337

Net earnings (loss) $ (435) $ 749 $ 408 $ (310) $ (1,282)

Net earnings (loss) per common share

– basic $ (0.37) $ 0.63 $ 0.35 $ (0.26) $ (1.08)

– diluted $ (0.37) $ 0.63 $ 0.35 $ (0.26) $ (1.08)

(1) Further details related to product sales are disclosed in note 22 to the Company's audited consolidated financial statements.

(1) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(2) Calculated as respective production expense divided by respective sales volumes.
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Volatility in the quarterly net earnings (loss) over the eight most recently completed quarters was primarily due to:

	■ Crude oil pricing – Fluctuating global supply/demand including crude oil production levels from OPEC+ and its impact 
on world supply; the impact of geopolitical and market uncertainties, including those due to COVID-19 and in connection 
with governmental responses to COVID-19, on worldwide benchmark pricing; the impact of shale oil production in North 
America; the impact of the WCS Heavy Differential from WTI in North America; the impact of the differential between WTI 
and Brent benchmark pricing in the North Sea and Offshore Africa; and the impact of production curtailments mandated 
by the Government of Alberta that came into effect on January 1, 2019 and were suspended effective December 1, 2020.

	■ Natural gas pricing – The impact of fluctuations in both the demand for natural gas and inventory storage levels, third-
party pipeline maintenance and outages, and the impact of shale gas production in the US.

	■ Crude oil and NGLs sales volumes – Fluctuations in production from the Kirby and Jackfish Thermal Oil Sands Projects, 
fluctuations in production due to the cyclic nature of the Primrose thermal oil projects, fluctuations in the Company’s 
drilling program in North America and the International segments, the impact of turnarounds and pitstops in the Oil Sands 
Mining and Upgrading segment, production curtailments mandated by the Government of Alberta that came into effect 
January 1, 2019 and were suspended effective December 1, 2020, and the impact of shut-in production due to lower 
demand during COVID-19. Sales volumes also reflected fluctuations due to timing of liftings and maintenance activities in 
the International segments.

	■ Natural gas sales volumes – Fluctuations in production due to the Company's allocation of capital to high return projects, 
drilling results, natural decline rates, the temporary shut-down and subsequent reinstatement of the Pine River Gas Plant, 
and the impact and timing of acquisitions.

	■ Production expense – Fluctuations primarily due to the impact of the demand and cost for services, fluctuations in 
product mix and production volumes, the impact of seasonality, the impact of increased carbon tax and energy costs, cost 
optimizations across all segments, the impact and timing of acquisitions, the impact of turnarounds and pitstops in the Oil 
Sands Mining and Upgrading segment, and maintenance activities in the International segments.

	■ Transportation, blending and feedstock expense – Fluctuations due to the provision recognized relating to the cancellation 
of the Keystone XL pipeline project in 2020.

	■ Depletion, depreciation and amortization expense – Fluctuations due to changes in sales volumes including the impact 
and timing of acquisitions and dispositions, proved reserves, asset retirement obligations, finding and development 
costs associated with crude oil and natural gas exploration, estimated future costs to develop the Company's proved 
undeveloped reserves, fluctuations in International sales volumes subject to higher depletion rates, and the impact of 
turnarounds and pitstops in the Oil Sands Mining and Upgrading segment.

	■ Share-based compensation – Fluctuations due to the measurement of fair market value of the Company's share-based 
compensation liability.

	■ 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.

	■ Interest expense  – Fluctuations due to changing long-term debt levels, and the impact of movements in benchmark 
interest rates on outstanding floating rate long-term debt.

	■ Foreign exchange – Fluctuations in the Canadian dollar relative to the US dollar, which impact the realized price the 
Company receives for its crude oil and natural gas sales, as sales prices are based predominantly on US dollar denominated 
benchmarks. Fluctuations in realized and unrealized foreign exchange gains and losses were also recorded with respect to 
US dollar denominated debt, partially offset by the impact of cross currency swap hedges.

	■ Gain on acquisitions, (gain) loss from investments and income from NWRP – Fluctuations due to the recognition of 
gains on acquisitions, (gain) loss from the investments in PrairieSky Royalty Ltd. ("PrairieSky") and Inter Pipeline Ltd. ("IPL") 
shares, and the distribution from NWRP in 2021.

	■ Income taxes – Fluctuations due to statutory tax rate and other legislative changes substantively enacted in the  
various periods.
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Business Environment
Global benchmark crude oil prices increased significantly throughout 2021, partially in response to the OPEC+ decision to 
adhere to previously agreed upon production cut agreements. Additionally, global demand for crude oil increased due to 
improved economic conditions, as the effects of COVID-19 became less impactful to the global economy. Improved economic 
conditions continue to positively impact the outlook for crude oil prices, although market conditions remain uncertain. 

During 2021, the Company continued to utilize federal and provincial government programs to support employment during the 
COVID-19 pandemic, including in Canada, the provincial well-site rehabilitation program.

LIQUIDITY

As at December 31, 2021, the Company had undrawn bank credit facilities of $6,098 million. Including cash and cash 
equivalents and short-term investments, the Company had approximately $7,151 million in liquidity (1). The Company also has 
certain other dedicated credit facilities supporting letters of credit. 

The Company remains committed to maintaining a strong balance sheet, adequate available liquidity and a flexible capital 
structure. Refer to the "Liquidity and Capital Resources" section of this MD&A for further details.

CAPITAL SPENDING

Safe, reliable, effective and efficient operations continue to be a focus for the Company. On January 11, 2022, the Company 
announced its 2022 base capital budget (2) targeted at approximately $3,645 million. The budget also includes incremental 
strategic growth capital of approximately $700 million that targets to add future production and capacity in the Company's 
long life low decline thermal in situ and Oil Sands Mining and Upgrading assets. Production for 2022 is targeted between 
1,270,000 BOE/d and 1,320,000 BOE/d. Annual budgets are developed and scrutinized throughout the year and can be 
changed, if necessary, in the context of price volatility, project returns and the balancing of project risks and time horizons. 
The 2022 capital budget and production targets constitute forward-looking statements. Refer to the "Advisory" section of this 
MD&A for further details on forward-looking statements.

On December 9, 2020, the Company announced its 2021 capital budget targeted at approximately $3,205 million, and on 
August 5, 2021, the 2021 capital budget was increased to approximately $3,480 million, excluding acquisitions. Net capital 
expenditures for 2021 were $4,908 million, including the impact of acquisitions. Refer to the “Net Capital Expenditures” 
section of this MD&A for further details on the 2021 net capital expenditures.

During 2021, the Company completed the acquisition of all the issued and outstanding common shares of Storm Resources 
Limited ("Storm") for total cash consideration of approximately $771 million. At closing, the acquisition also included the 
assumption of long-term debt of approximately $183 million. Storm is involved in the exploration for and development of 
natural gas and natural gas liquids in the Montney region of British Columbia.

During 2021, the Company also completed a number of other opportunistic acquisitions. Two acquisitions consisted of natural 
gas assets located in the Montney region of British Columbia, with aggregate production of approximately 11,100 BOE/d. A 
third acquisition consisted of a net carried interest on an existing oil sands lease held by the Company, from which all Horizon 
production volumes are derived. Total cash consideration paid for these acquisitions was approximately $450 million. 

During 2021, in accordance with a third-party offer to purchase, the Company elected to take total cash proceeds of $128 
million, or $20.00 per common share, in exchange for its 6.4 million common share investment in IPL.

RISKS AND UNCERTAINTIES

COVID-19, including variants of concern, continues to have the potential to further disrupt the Company’s operations, projects 
and financial condition through the disruption of the local or global supply chain and transportation services, or the loss of 
manpower resulting from quarantines that affect the Company’s labour pools in their local communities, workforce camps 
or operating sites or that are instituted by local health authorities as a precautionary measure, any of which may require the 
Company to temporarily reduce or shutdown its operations depending on their extent and severity.

(1) Non-GAAP Financial Measure. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(2) Forward looking non-GAAP Financial Measure. The capital budget is based on net capital expenditures (Non-GAAP Financial Measure) and excludes net 
acquisition costs. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A for more details on Net Capital Expenditures.
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BENCHMARK COMMODITY PRICES

(Yearly average) 2021 2020 2019

WTI benchmark price (US$/bbl) $ 67.96 $ 39.40 $ 57.04

Dated Brent benchmark price (US$/bbl) $ 70.49 $ 42.27 $ 64.04

WCS Heavy Differential from WTI (US$/bbl) $ 13.04 $ 12.57 $ 12.79

SCO price (US$/bbl) $ 66.36 $ 36.26 $ 56.35

Condensate benchmark price (US$/bbl) $ 68.24 $ 36.97 $ 52.84

Condensate Differential from WTI (US$/bbl) $ (0.28) $ 2.43 $ 4.20

NYMEX benchmark price (US$/MMBtu) $ 3.85 $ 2.08 $ 2.63

AECO benchmark price (C$/GJ) $ 3.38 $ 2.12 $ 1.54

US/Canadian dollar average exchange rate (US$) $ 0.7979 $ 0.7454 $ 0.7536

US/Canadian dollar year end exchange rate (US$) $ 0.7901 $ 0.7840 $ 0.7713

Substantially all of the Company’s production is sold based on US dollar benchmark pricing. Specifically, crude oil is marketed 
based on WTI and Brent indices. Canadian natural gas pricing is primarily based on AECO reference pricing, which is derived 
from the NYMEX reference pricing and adjusted for its basis or location differential to the NYMEX delivery point at Henry Hub. 
The Company’s realized prices are directly impacted by fluctuations in foreign exchange rates. Product revenue continued to 
be impacted by the volatility of the Canadian dollar as the Canadian dollar sales price the Company received for its crude oil 
and natural gas sales is based on US dollar denominated benchmarks. 

Crude oil sales contracts in the North America segment are typically based on WTI benchmark pricing. WTI averaged US$67.96 
per bbl for 2021, an increase of 72% from US$39.40 per bbl for 2020 (2019 – US$57.04 per bbl).

Crude oil sales contracts for the Company’s North Sea and Offshore Africa segments are typically based on Brent pricing, 
which is representative of international markets and overall world supply and demand. Brent averaged US$70.49 per bbl for 
2021, an increase of 67% from US$42.27 per bbl for 2020 (2019 – US$64.04 per bbl).

The increase in WTI and Brent pricing for 2021 from 2020 primarily reflected the OPEC+ decision to adhere to the previously 
agreed upon production cut agreements. Additionally, global demand for crude oil increased due to improved economic 
conditions as a result of the lessening of earlier COVID-19 restrictions. 

The WCS Heavy Differential averaged US$13.04 per bbl for 2021, a slight widening of 4% from US$12.57 per bbl for 2020 
(2019 – US$12.79 per bbl). The widening of the WCS Heavy Differential for 2021 from 2020 primarily reflected the increase in 
WTI benchmark pricing and the widening of the US Gulf Coast heavy oil pricing.

The SCO price averaged US$66.36 per bbl for 2021, an increase of 83% from US$36.26 per bbl for 2020 (2019 – US$56.35 
per bbl). The increase in SCO pricing for 2021 from 2020 primarily reflected the increase in WTI benchmark pricing.

NYMEX natural gas prices averaged US$3.85 per MMBtu for 2021, an increase of 85% from US$2.08 per MMBtu for 2020 
(2019 – US$2.63 per MMBtu). The increase in NYMEX natural gas prices for 2021 from 2020 primarily reflected increased 
North American demand in 2021, following the impact of COVID-19 in 2020, as well as lower storage levels.

AECO natural gas prices averaged $3.38 per GJ for 2021, an increase of 59% from $2.12 per GJ for 2020 (2019 – $1.54 
per GJ). The increase in AECO natural gas prices for 2021 from 2020 primarily reflected lower storage levels and increased 
NYMEX benchmark pricing.
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Analysis of Changes in Product Sales

    Changes due to   Changes due to  

($ millions) 2019 Volumes Prices Other 2020 Volumes Prices Other 2021

North America                  

Crude oil and NGLs $ 9,679 $ 1,582 $ (3,781) $ — $ 7,480 $ 82 $ 6,916 $ — $ 14,478

Natural gas 1,150 8 84 — 1,242 193 1,049 — 2,484

Other (1) 6 — — 35 41 — — 78 119

  10,835 1,590 (3,697) 35 8,763 275 7,965 78 17,081

North Sea                  

Crude oil and NGLs 860 (135) (308) — 417 (72) 262 — 607

Natural gas 57 (29) (16) — 12 (8) 1 — 5

Other (1) 5 — — (2) 3 — — (4) (1)

  922 (164) (324) (2) 432 (80) 263 (4) 611

Offshore Africa                  

Crude oil and NGLs 632 (116) (198) — 318 (68) 170 — 420

Natural gas 67 (27) 2 — 42 (9) (2) — 31

Other (1) 8 — — 10 18 — — (11) 7

  707 (143) (196) 10 378 (77) 168 (11) 458

Oil Sands Mining  
 and Upgrading

Crude oil and NGLs 11,340 470 (4,421) — 7,389 560 6,084 — 14,033

Other (1) 6 — — 133 139 — — (66) 73

11,346 470 (4,421) 133 7,528 560 6,084 (66) 14,106

Midstream and  
 Refining

Midstream
 activities 88 — — (5) 83 — — (5) 78

Refined product
 sales and other (1) — — — 202 202 — — 479 681

88 — — 197 285 — — 474 759

Intersegment
 eliminations
 and other (2)

Product sales 496 — — (422) 74 — — (238) (164)

Other (1) — — — 31 31 — — (28) 3

496 — — (391) 105 — — (266) (161)

Total $ 24,394 $ 1,753 $ (8,638) $ (18) $ 17,491 $ 678 $ 14,480 $ 205 $ 32,854

(1) Includes the sale of diesel and other refined products and other income, including government grants and recoveries associated with the joint operations 
partners' share of the costs of lease contracts.

(2) Eliminates internal transportation and electricity charges and includes production, processing and other purchasing and selling activities that are not  
included in the above segments.

Product sales increased 88% to $32,854 million for 2021 from $17,491 million for 2020 (2019 – $24,394 million). The increase 
in product sales was primarily a result of increased WTI benchmark pricing due to increased demand for refined products as 
a result of improved economic conditions. Crude oil and NGLs and natural gas pricing are discussed in detail in the "Business 
Environment", "Exploration and Production" and the "Oil Sands Mining and Upgrading" sections of this MD&A. Crude oil and 
NGLs and natural gas production volumes are discussed in detail in the "Daily Production" section of this MD&A.

For 2021, 3% of the Company’s crude oil and NGLs and natural gas product sales were generated outside of North America 
(2020 – 5%; 2019 – 7%). North Sea accounted for 2% of crude oil and NGLs and natural gas product sales for 2021 (2020 – 
3%; 2019 – 4%), and Offshore Africa accounted for 1% of crude oil and NGLs and natural gas product sales for 2021 (2020 
– 2%; 2019 – 3%).
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Daily Production
DAILY PRODUCTION, BEFORE ROYALTIES

  2021 2020 2019

Crude oil and NGLs (bbl/d)

North America – Exploration and Production 472,621 460,443 405,970

North America – Oil Sands Mining and Upgrading (1) 448,133 417,351 395,133

North Sea 17,633 23,142 27,919

Offshore Africa 14,017 17,022 21,371

  952,404 917,958 850,393

Natural gas (MMcf/d) (2)

North America 1,680 1,450 1,443

North Sea 3 12 24

Offshore Africa 12 15 24

  1,695 1,477 1,491

Total barrels of oil equivalent (BOE/d) 1,234,906 1,164,136 1,098,957

Product mix

Light and medium crude oil and NGLs 10% 11% 13%

Pelican Lake heavy crude oil 5% 5% 5%

Primary heavy crude oil 5% 6% 8%

Bitumen (thermal oil) 21% 21% 15%

Synthetic crude oil (1) 36% 36% 36%

Natural gas 23% 21% 23%

Percentage of gross revenue (1) (3)

 (excluding Midstream and Refining revenue)

Crude oil and NGLs 91% 91% 94%

Natural gas 9% 9% 6%

(1) SCO production before royalties excludes SCO consumed internally as diesel.

(2) Natural gas production volumes approximate sales volumes.

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

DAILY PRODUCTION, NET OF ROYALTIES

  2021 2020 2019

Crude oil and NGLs (bbl/d)

North America – Exploration and Production 404,637 420,906 356,794

North America – Oil Sands Mining and Upgrading 410,385 413,363 375,048

North Sea 17,588 23,086 27,866

Offshore Africa 13,354 16,306 20,078

  845,964 873,661 779,786

Natural gas (MMcf/d)

North America 1,593 1,406 1,400

North Sea 3 12 24

Offshore Africa 11 14 22

  1,607 1,432 1,446

Total barrels of oil equivalent (BOE/d) 1,113,878 1,112,364 1,020,749



Canadian Natural 2021 Annual Report  22

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

Total 2021 production before royalties averaged 1,234,906 BOE/d, an increase of 6% from 1,164,136 BOE/d in 2020 (2019 – 
1,098,957 BOE/d).

Record crude oil and NGLs production before royalties for 2021 averaged 952,404 bbl/d, an increase of 4% from 917,958 
bbl/d for 2020 (2019 – 850,393 bbl/d). The increase in crude oil and NGLs production for 2021 from 2020 primarily reflected 
strong operational performance in the Oil Sands Mining and Upgrading segment and increased thermal oil production. Crude 
oil and NGLs production in North America Exploration and Production and Oil Sands Mining and Upgrading segments for 
the comparable periods of 2020 reflected the impact of the Company's curtailment optimization strategy during mandatory 
Government of Alberta curtailment. 

Annual crude oil and NGLs production for 2021 was within the Company's previously issued target of 940,000 bbl/d and 
980,000 bbl/s. The Company targets production levels in 2022 to average between 940,000 bbl/d and 982,000 bbl/d of 
liquids production, including crude oil, SCO and NGLs. Production targets constitute forward-looking statements. Refer to the 
"Advisory" section of this MD&A for further details on forward-looking statements.

Natural gas production before royalties accounted for 23% of the Company's total production in 2021 on a BOE basis. Natural 
gas production for 2021 of 1,695 MMcf/d increased 15% from 1,477 MMcf/d for 2020 (2019 – 1,491 MMcf/d). The increase in 
natural gas production for 2021 from 2020 primarily reflected strong drilling results and production volumes from acquisitions, 
partially offset by natural field declines. 

Annual natural gas production for 2021 was within the Company's previously issued target of 1,680 MMcf/d and 1,720  
MMcf/d. The Company targets production levels in 2022 to average between 1,980 MMcf/d and 2,030 MMcf/d of natural 
gas production. Production targets constitute forward-looking statements. Refer to the "Advisory" section of this MD&A for 
further details on forward-looking statements.

North America – Exploration and Production
North America crude oil and NGLs production before royalties for 2021 averaged 472,621 bbl/d, an increase of 3% from 
460,443 bbl/d for 2020 (2019 – 405,970 bbl/d). The increase in crude oil and NGLs production for 2021 from 2020 primarily 
reflected increased thermal oil production and strong drilling results, partially offset by natural field declines. 

Thermal oil production before royalties for 2021 averaged 259,284 bbl/d, an increase of 4% from 248,971 bbl/d for 2020 
(2019 – 167,942 bbl/d). The increase in thermal oil production for 2021 from 2020 primarily reflected high utilization at Jackfish. 

Pelican Lake heavy crude oil production before royalties averaged 54,390 bbl/d for 2021, a decrease of 4% from 56,535  bbl/d 
for 2020 (2019 – 58,855 bbl/d), demonstrating Pelican Lake's long life low decline production.

Natural gas production before royalties for 2021 averaged 1,680 MMcf/d, an increase of 16% from 1,450 MMcf/d for 2020 
(2019 – 1,443 MMcf/d). The increase in natural gas production for 2021 from 2020 primarily reflected strong drilling results and 
production volumes from acquisitions, partially offset by natural field declines.

North America – Oil Sands Mining and Upgrading
Record SCO production before royalties for 2021 of 448,133 bbl/d increased 7% from 417,351 bbl/d for 2020 (2019 – 395,133 
bbl/d). The increase in SCO production for 2021 from 2020 primarily reflected strong operational performance at AOSP 
following the completion of expansion activities at Scotford in 2020. 

North Sea
North Sea crude oil production before royalties for 2021 of 17,633 bbl/d decreased 24% from 23,142 bbl/d for 2020 (2019 – 
27,919 bbl/d). The decrease in production for 2021 from 2020 primarily reflected natural field declines and planned maintenance 
activities.

Offshore Africa
Offshore Africa crude oil production before royalties for 2021 decreased 18% to 14,017 bbl/d from 17,022 bbl/d for 2020  
(2019 – 21,371 bbl/d). The decrease in production for 2021 from 2020 primarily reflected maintenance activities and natural 
field declines. 
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Exploration and Production
OPERATING HIGHLIGHTS

  2021 2020 2019

Crude oil and NGLs ($/bbl) (1)

Realized price (2) $ 63.71 $ 31.90 $ 55.08

Transportation (2) 3.86 3.85 3.48

Realized price, net of transportation (2) 59.85 28.05 51.60

Royalties (3) 8.59 2.59 6.08

Production expense (4) 14.71 12.42 13.81

Netback (2) $ 36.55 $ 13.04 $ 31.71

Natural gas ($/Mcf) (1)

Realized price (5) $ 4.07 $ 2.40 $ 2.34

Transportation (6) 0.45 0.43 0.42

Realized price, net of transportation 3.62 1.97 1.92

Royalties (3) 0.22 0.08 0.08

Production expense (4) 1.18 1.18 1.22

Netback (2) $ 2.22 $ 0.71 $ 0.62

Barrels of oil equivalent ($/BOE) (1)

Realized price (2) $ 49.67 $ 26.15 $ 40.50

Transportation (2) 3.44 3.44 3.14

Realized price, net of transportation (2) 46.23 22.71 37.36

Royalties (3) 5.98 1.89 4.09

Production expense (4) 11.98 10.67 11.49

Netback (2) $ 28.27 $ 10.15 $ 21.78

(1) For crude oil and NGLs and BOE sales volumes, refer to the "Non-GAAP and Other Financial Measures" section of this MD&A. For natural gas sales  
volumes, refer to the "Daily Production, before royalties" section of this MD&A.

(2) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Calculated as royalties divided by respective sales volumes.

(4) Calculated as production expense divided by respective sales volumes.

(5) Calculated as natural gas sales divided by natural gas sales volumes.

(6) Calculated as natural gas transportation expense divided by natural gas sales volumes.

INTERNATIONAL CRUDE OIL INVENTORY VOLUMES

The Company recognizes revenue on its crude oil production when control of the product passes to the customer and delivery 
has taken place. Revenue has not been recognized in the International segments on crude oil volumes held in various storage 
facilities or FPSOs, as follows:

(bbl) 2021 2020 2019

North Sea — 450,889 344,726

Offshore Africa 727,439 521,244 519,504

  727,439 972,133 864,230
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  2021 2020 2019

Crude oil and NGLs ($/bbl) (1)

North America (2) $ 62.10 $ 30.31 $ 51.43

North Sea (3) $ 87.98 $ 50.09 $ 86.76

Offshore Africa (3) $ 85.71 $ 50.95 $ 83.68

Average (2) $ 63.71 $ 31.90 $ 55.08

Natural gas ($/Mcf) (1) (3) 

North America $ 4.05 $ 2.34 $ 2.18

North Sea $ 2.94 $ 2.74 $ 6.52

Offshore Africa $ 7.17 $ 7.77 $ 7.41

Average $ 4.07 $ 2.40 $ 2.34

Average ($/BOE) (1) (2) $ 49.67 $ 26.15 $ 40.50

(1) For crude oil and NGLs and BOE sales volumes, refer to the "Non-GAAP and Other Financial Measures" section of this MD&A. For natural gas sales  
volumes, refer to the "Daily Production, before royalties" section of this MD&A.

(2) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Calculated as crude oil and NGLs sales and natural gas sales divided by respective sales volumes.

North America
North America realized crude oil and NGLs prices increased by $31.79 per bbl to average $62.10 per bbl for 2021 from $30.31 
per bbl for 2020 (2019 – $51.43 per bbl), primarily due to higher WTI benchmark pricing.

The Company continues to focus on its crude oil blending marketing strategy including a blending strategy that expands 
markets within current pipeline infrastructure, supporting pipeline projects that will provide capacity to transport crude oil to 
new markets, and working with refiners to add incremental heavy crude oil and bitumen (thermal oil) conversion capacity. 
During 2021, the Company contributed approximately 152,000 bbl/d of heavy crude oil blends to the WCS stream.

The Company has 20-year transportation agreements to ship 94,000 bbl/d of crude oil on the proposed Trans Mountain 
Pipeline Expansion that will provide waterborne access to international markets. The expansion is now under construction and 
Trans Mountain Corporation targets a completion date of late 2023.

North America realized natural gas prices increased 73% to average $4.05 per Mcf for 2021 from $2.34 per Mcf for 2020 
(2019 – $2.18 per Mcf). The increase in realized natural gas prices for 2021 from 2020 primarily reflected lower storage levels 
and increased benchmark pricing.

Comparisons of the prices received in North America Exploration and Production by product type were as follows: 

(Yearly average) 2021 2020 2019

Wellhead Price (1)    

Light and medium crude oil and NGLs ($/bbl) $ 61.29 $ 33.42 $ 49.54

Pelican Lake heavy crude oil ($/bbl) $ 68.05 $ 33.57 $ 57.82

Primary heavy crude oil ($/bbl) $ 65.88 $ 31.81 $ 55.38

Bitumen (thermal oil) ($/bbl) $ 60.20 $ 28.11 $ 48.27

Natural gas ($/Mcf) $ 4.05 $ 2.34 $ 2.18

(1) Amounts expressed on a per unit basis are based on sales volumes of the respective product type.

North Sea
North Sea realized crude oil and NGLs prices increased 76% to average $87.98 per bbl for 2021 from $50.09 per bbl for 2020 
(2019 – $86.76 per bbl). Realized crude oil and NGLs prices per barrel in any particular year are dependent on the terms of 
the various sales contracts, the frequency and timing of liftings from each field, and prevailing crude oil prices and foreign 
exchange rates at the time of lifting. The increase in realized crude oil and NGLs prices for 2021 from 2020 reflected prevailing 
Brent benchmark pricing at the time of liftings, together with the impact of movements in the Canadian dollar.

REALIZED PRODUCT PRICES – EXPLORATION AND PRODUCTION
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  2021 2020 2019

Crude oil and NGLs ($/bbl) (1)

North America $ 9.06 $ 2.72 $ 6.56

North Sea $ 0.19 $ 0.12 $ 0.16

Offshore Africa $ 3.94 $ 2.17 $ 4.74

Average $ 8.59 $ 2.59 $ 6.08

Natural gas ($/Mcf) (1)

North America $ 0.22 $ 0.07 $ 0.07

Offshore Africa $ 0.33 $ 0.37 $ 0.63

Average $ 0.22 $ 0.08 $ 0.08

Average ($/BOE) (1) $ 5.98 $ 1.89 $ 4.09

(1) Calculated as royalties divided by respective sales volumes. For crude oil and NGLs and BOE sales volumes, refer to the "Non-GAAP and Other Financial 
Measures" section of this MD&A. For natural gas sales volumes, refer to the "Daily Production, before royalties" section of this MD&A.

North America
Government royalties on a significant portion of North America crude oil and NGLs production fall under the oil sands 
royalty regime and are calculated on a project by project basis as a percentage of gross revenue less operating, capital and 
abandonment costs incurred.

North America crude oil and NGLs and natural gas royalties for 2021 and the comparable periods reflected movements in 
benchmark commodity prices. North America crude oil royalties also reflected fluctuations in the WCS Heavy Differential and 
changes in the production mix between high and low royalty rate product types.

Crude oil and NGLs royalty rates (1) averaged approximately 15% of product sales for 2021 compared with 9% of product sales 
for 2020 (2019 – 13%). The increase in royalty rates for 2021 from 2020 was primarily due to higher benchmark prices together 
with fluctuations in the WCS Heavy Differential.

Natural gas royalty rates averaged approximately 5% of product sales for 2021, compared with 3% of product sales for 2020 
(2019 – 3%). The increase in royalty rates for 2021 from 2020 was primarily due to higher benchmark prices. 

Offshore Africa
Under the terms of the various Production Sharing Contracts royalty rates fluctuate based on realized commodity pricing, 
capital expenditures and production expenses, the status of payouts, and the timing of liftings from each field. 

Royalty rates as a percentage of product sales averaged approximately 5% for 2021 compared with 4% of product sales for 
2020 (2019 – 6%). Royalty rates as a percentage of product sales reflected the timing of liftings and the status of payout in 
the various fields.

 

 

(1) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

Offshore Africa
Offshore Africa realized crude oil and NGLs prices increased 68% to average $85.71 per bbl for 2021 from $50.95 per bbl for 
2020 (2019 – $83.68 per bbl). Realized crude oil and NGLs prices per barrel in any particular year are dependent on the terms 
of the various sales contracts, the frequency and timing of liftings from each field, and prevailing crude oil prices and foreign 
exchange rates at the time of lifting. The increase in realized crude oil and NGLs prices in 2021 reflected prevailing Brent 
benchmark pricing at the time of liftings, together with the impact of movements in the Canadian dollar.

ROYALTIES – EXPLORATION AND PRODUCTION
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  2021 2020 2019

Crude oil and NGLs ($/bbl) (1)

North America $ 13.12 $ 11.21 $ 12.41

North Sea $ 54.13 $ 36.51 $ 36.39

Offshore Africa $ 14.73 $ 13.29 $ 11.21

Average $ 14.71 $ 12.42 $ 13.81

Natural gas ($/Mcf) (1)

North America $ 1.15 $ 1.14 $ 1.16

North Sea $ 7.31 $ 3.72 $ 3.40

Offshore Africa $ 4.41 $ 3.58 $ 2.60

Average $ 1.18 $ 1.18 $ 1.22

Average ($/BOE) (1) $ 11.98 $ 10.67 $ 11.49

(1) Calculated as production expense divided by respective sales volumes. For crude oil and NGLs and BOE sales volumes, refer to the "Non-GAAP and Other 
Financial Measures" section of this MD&A. For natural gas sales volumes, refer to the "Daily Production, before royalties" section of this MD&A.

North America
North America crude oil and NGLs production expense for 2021 averaged $13.12 per bbl, an increase of 17% from $11.21 
per bbl for 2020 (2019 – $12.41 per bbl). The increase in crude oil and NGLs production expense per bbl for 2021 from 2020 
reflected increased energy costs. 

North America natural gas production expense for 2021 averaged $1.15 per Mcf, comparable with $1.14 per Mcf for 2020 
(2019 – $1.16 per Mcf). Natural gas production expense per Mcf for 2021 primarily reflected higher production volumes and 
the Company's strong focus on cost control.

North Sea
North Sea crude oil production expense for 2021 averaged $54.13 per bbl, an increase of 48% from $36.51 per bbl for 2020 
(2019 – $36.39 per bbl). The increase in crude oil production expense per bbl for 2021 from 2020 primarily reflected lower  
volumes on a relatively fixed cost base, as well as higher natural gas and CO2 costs. North Sea production expense also 
reflected fluctuations in the Canadian dollar.

Offshore Africa
Offshore Africa crude oil production expense for 2021 averaged $14.73 per bbl, an increase of 11% from $13.29 per bbl for 
2020 (2019 – $11.21 per bbl). The increase in crude oil production expense per bbl for 2021 from 2020 primarily reflected  
timing of liftings from various fields that have different cost structures, together with lower volumes, on a relatively fixed cost 
base. Offshore Africa production expense also reflected fluctuations in the Canadian dollar.

($ millions, except per BOE amounts) 2021 2020 2019

North America $ 3,569 $ 3,780 $ 3,326

North Sea 160 277 308

Offshore Africa 142 190 242

Depletion, depreciation and amortization $ 3,871 $ 4,247 $ 3,876

$/BOE (1) $ 13.49 $ 15.45 $ 15.22

(1) Calculated as depletion, depreciation and amortization expense divided by sales volumes. For sales volumes, refer to the "Non-GAAP and Other Financial 
Measures" section of this MD&A.

Depletion, depreciation and amortization expense for 2021 of $13.49 per BOE decreased 13% from $15.45 per BOE for 2020 
(2019 – $15.22 per BOE). The decrease in depletion, depreciation and amortization expense per BOE for 2021 from 2020 
primarily reflected lower depletion rates in the North America Exploration and Production segment and lower volumes in the 
North Sea, which has higher depletion rates.

Depletion, depreciation and amortization expense on an absolute and per BOE basis also reflects the impact of the timing of 
liftings from each field in the North Sea and Offshore Africa. 

PRODUCTION EXPENSE – EXPLORATION AND PRODUCTION

DEPLETION, DEPRECIATION AND AMORTIZATION – EXPLORATION AND PRODUCTION
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($ millions, except per BOE amounts) 2021 2020 2019

North America $ 101 $ 97 $ 95

North Sea 21 30 28

Offshore Africa 6 6 6

Asset retirement obligation accretion $ 128 $ 133 $ 129

$/BOE (1) $ 0.44 $ 0.48 $ 0.51

(1) Calculated as asset retirement obligation accretion divided by sales volumes. For sales volumes, refer to the "Non-GAAP and Other Financial Measures" 
section of this MD&A.

Asset retirement obligation accretion expense represents the increase in the carrying amount of the asset retirement 
obligation due to the passage of time.

Asset retirement obligation accretion expense for 2021 of $0.44 per BOE decreased 8% from $0.48 per BOE for 2020 (2019 – 
$0.51 per BOE). Fluctuations in asset retirement obligation accretion expense on a per BOE basis primarily reflect fluctuating 
sales volumes.

Oil Sands Mining and Upgrading
OPERATING HIGHLIGHTS

The Company continues to focus on safe, reliable and efficient operations and leveraging its technical expertise  
across the Horizon and AOSP sites. Record SCO production in 2021 averaged 448,133 bbl/d, primarily reflecting strong 
operational performance.      

The Company incurred production costs, excluding natural gas costs, of $3,176 million ($19.45 per bbl) for 2021, a 7% increase 
(comparable on a per bbl basis) from $2,968 million ($19.50 per bbl) for 2020, reflecting higher energy costs, offset by record 
production volumes, together with the Company's strong focus on cost control. 

REALIZED PRODUCT PRICES, ROYALTIES AND TRANSPORTATION – OIL SANDS MINING AND UPGRADING

($/bbl) 2021 2020 2019

Realized SCO sales price (1) $ 77.95 $ 43.98 $ 70.18

Bitumen value for royalty purposes (2) $ 58.39 $ 25.82 $ 50.79

Bitumen royalties (3) $ 6.62 $ 0.51 $ 3.31

Transportation (1) $ 1.21 $ 1.23 $ 1.29

(1) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(2) Calculated as the quarterly average of the bitumen methodology price.

(3) Calculated as royalties divided by sales volumes. For SCO sales volumes, refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

The realized SCO sales price averaged $77.95 per bbl for 2021, an increase of 77% from $43.98 per bbl for 2020 (2019 – 
$70.18 per bbl). The increase in the realized SCO sales price for 2021 compared to 2020 primarily reflected the increase in 
WTI benchmark pricing.

The increase in bitumen royalties per bbl for 2021 from 2020 primarily reflected the impact of higher prevailing bitumen pricing 
and AOSP reaching full payout.

Transportation expense averaged $1.21 per bbl for 2021, comparable with $1.23 per bbl for 2020 (2019 – $1.29 per bbl). 

ASSET RETIREMENT OBLIGATION ACCRETION – EXPLORATION AND PRODUCTION
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PRODUCTION COSTS – OIL SANDS MINING AND UPGRADING

The following tables are reconciled to the Oil Sands Mining and Upgrading production costs disclosed in note 22 to the 
Company’s audited consolidated financial statements.

($ millions) 2021 2020 2019

Production costs, excluding natural gas costs $ 3,176 $ 2,968 $ 3,151

Natural gas costs 238 146 125

Production costs $ 3,414 $ 3,114 $ 3,276

($/bbl) 2021 2020 2019

Production costs, excluding natural gas costs (1) $ 19.45 $ 19.50 $ 21.70

Natural gas costs (2) 1.46 0.96 0.86

Production costs (3) $ 20.91 $ 20.46 $ 22.56

Sales volumes (bbl/d) 447,230 415,741 397,735

(1) Calculated as production costs, excluding natural gas costs divided by sales volumes.

(2) Calculated as natural gas costs divided by sales volumes.

(3) Calculated as production costs divided by sales volumes.

Production costs for 2021 of $20.91 per bbl, were comparable with $20.46 per bbl for 2020 (2019 – $22.56 per bbl). Production 
costs per bbl for 2021 as compared to 2020 primarily reflected the impact of higher energy costs, including natural gas and 
diesel, offset by the impact of record production volumes, together with the Company's strong focus on cost control. 

DEPLETION, DEPRECIATION AND AMORTIZATION – OIL SANDS MINING AND UPGRADING

($ millions, except per bbl amounts) 2021 2020 2019

Depletion, depreciation and amortization $ 1,838 $ 1,784 $ 1,656

$/bbl (1) $ 11.26 $ 11.73 $ 11.41

(1) Calculated as depletion, depreciation and amortization divided by sales volumes. For SCO sales volumes, refer to the "Non-GAAP and Other Financial 
Measures" section of this MD&A.

Depletion, depreciation and amortization expense for 2021 of $11.26 per bbl decreased 4% from $11.73 per bbl for 2020  
(2019 – $11.41 per bbl). The decrease in depletion, depreciation and amortization on a per barrel basis primarily reflected the 
impact of fluctuating sales volumes from underlying operations.

ASSET RETIREMENT OBLIGATION ACCRETION – OIL SANDS MINING AND UPGRADING

($ millions, except per bbl amounts) 2021 2020 2019

Asset retirement obligation accretion $ 57 $ 72 $ 61

$/bbl (1) $ 0.35 $ 0.47 $ 0.42

(1) Calculated as asset retirement obligation accretion divided by sales volumes. For SCO sales volumes, refer to the "Non-GAAP and Other Financial  
Measures" section of this MD&A.

Asset retirement obligation accretion expense represents the increase in the carrying amount of the asset retirement 
obligation due to the passage of time.

Asset retirement obligation accretion expense for 2021 of $0.35 per bbl decreased 26% from $0.47 per bbl for 2020 (2019 – 
$0.42 per bbl). Fluctuations in asset retirement obligation accretion expense on a per barrel basis primarily reflect fluctuating 
sales volumes. 
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Midstream and Refining
($ millions) 2021 2020 2019

Product sales

Midstream activities $ 78 $ 83 $ 88

NWRP, refined product sales and other 681 202 —

Segmented revenue 759 285 88

Less:

NWRP, refining toll 213 166 —

Midstream activities 21 18 20

Production expense 234 184 20

NWRP, transportation and feedstock costs 550 181 —

Depreciation 15 15 14

Income from NWRP (400) — —

Equity loss from investment in NWRP — — 287

Segmented earnings (loss) $ 360 $ (95) $ (233)

The Company's Midstream and Refining assets consist of two crude oil pipeline systems, a 50% working interest in an 
84-megawatt cogeneration plant at Primrose and the Company's 50% equity investment in NWRP. Approximately 27% of 
the Company's heavy crude oil production was transported to international mainline liquid pipelines via the 100% owned 
and operated ECHO and Pelican Lake pipelines. The Midstream pipeline asset ownership allows the Company to control 
transportation costs, earn third party revenue, and manage the marketing of heavy crude oils.

NWRP operates a 50,000 bbl/d bitumen upgrader and refinery that processes approximately 12,500 bbl/d (25% toll payer) 
of bitumen feedstock for the Company and 37,500 bbl/d (75% toll payer) of bitumen feedstock for the Alberta Petroleum 
Marketing Commission ("APMC"), an agent of the Government of Alberta. The Company is unconditionally obligated to pay its 
25% pro rata share of the debt component of the monthly fee-for-service toll over the 40-year tolling period. Sales of diesel 
and refined products and associated refining tolls are recognized in the Midstream and Refining segment. Production of ultra-
low sulphur diesel and other refined products for 2021 averaged 69,713 BOE/d (17,428 BOE/d to the Company), reflecting the 
25% toll payer commitment (2020 – 58,694 BOE/d; 14,673 BOE/d to the Company).

On June 30, 2021, the equity partners together with the toll payers, agreed to optimize the structure of NWRP to better  
align the commercial interests of the equity partners and the toll payers (the "Optimization Transaction"). As a result, North 
West Refining Inc. transferred its entire 50% partnership interest in NWRP to APMC. The Company's 50% equity interest 
remained unchanged.

Under the Optimization Transaction, the original term of the processing agreements was extended by 10 years from 2048 
to 2058. NWRP retired higher cost subordinated debt, which carried interest rates of prime plus 6%, with lower cost senior 
secured bonds at an average rate of approximately 2.55%, reducing interest costs to NWRP and associated tolls to the toll 
payers. As such, NWRP repaid the Company's and APMC's subordinated debt advances of $555 million each. In addition, the 
Company received a $400 million distribution from NWRP during 2021.

To facilitate the Optimization Transaction, NWRP issued $500 million of 1.20% series L senior secured bonds due December 
2023, $500 million of 2.00% series M senior secured bonds due December 2026, $1,000 million of 2.80% series N senior 
secured bonds due June 2031, and $600 million of 3.75% series O senior secured bonds due June 2051. Additionally, NWRP's 
existing $3,500 million syndicated credit facility was amended. The $2,000 million revolving credit facility was extended by 
three years to June 2024, and the $1,500 million non-revolving credit facility was reduced by $500 million to $1,000 million 
and extended by two years to June 2023. As at December 31, 2021, NWRP had borrowings of $1,981 million under the 
syndicated credit facility (December 31, 2020 – $2,866 million).

As at December 31, 2021, the cumulative unrecognized share of the equity loss and partnership distributions from NWRP 
was $562 million (2020 – $153 million). The unrecognized share of the equity loss from NWRP for 2021 was $9 million and 
partnership distributions were $400 million (2020 – unrecognized equity loss of $94 million; 2019 – recognized equity loss of 
$287 million and unrecognized equity loss of $59 million).
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Corporate and Other
ADMINISTRATION EXPENSE

2021 2020 2019

Expense ($ millions) $ 366 $ 391 $ 344

$/BOE (1) $ 0.81 $ 0.92 $ 0.86

Sales volumes (BOE/d) (2) 1,233,457 1,166,862 1,095,379

(1) Calculated as administration expense divided by sales volumes.

(2) Total Company sales volumes.

Administration expense for 2021 of $0.81 per BOE decreased  12% from $0.92 per BOE for 2020 (2019 – $0.86 per 
BOE). Administration expense per BOE decreased for 2021 from 2020 primarily due to higher sales volumes and higher  
overhead recoveries.

SHARE-BASED COMPENSATION

($ millions) 2021 2020 2019

Expense (recovery) $ 514 $ (82) $ 223

The Company’s Stock Option Plan provides employees with the right to receive common shares or a cash payment in exchange 
for stock options surrendered. The Performance Share Unit ("PSU") plan provides certain executive employees of the Company 
with the right to receive a cash payment, the amount of which is determined by individual employee performance and the 
extent to which certain other performance measures are met.

The Company recognized a $514 million share-based compensation expense for 2021, primarily as a result of the measurement 
of the fair value of outstanding stock options related to the impact of normal course graded vesting of stock options granted 
in prior periods, the impact of vested stock options exercised or surrendered during the period, and changes in the Company’s 
share price. An expense of $79 million related to PSUs granted to certain executive employees was included in the share-
based compensation expense for 2021 (2020 – $21 million expense; 2019 – $49 million expense).

INTEREST AND OTHER FINANCING EXPENSE

($ millions, except effective interest rate) 2021 2020 2019

Interest and other financing expense $ 711 $ 756 $ 836

Interest income and other (1) 32 72 76

Capitalized interest (1) — 24 53

Interest on long-term debt and lease liabilities (1) $ 743 $ 852 $ 965

Average current and long-term debt balance (2) $ 18,935 $ 22,446 $ 22,017

Average lease liabilities balance (2) 1,619 1,708 1,707

Average long-term debt and lease liabilities (2) $ 20,554 $ 24,154 $ 23,724

Average effective interest rate (3) (4) 3.5% 3.5% 4.0%

Interest and other financing expense per $/BOE (5) $ 1.58 $ 1.77 $ 2.09

Sales volumes (BOE/d) (6) 1,233,457 1,166,862 1,095,379

(1) Item is a component of interest and other financing expense.

(2) The average of current and long-term debt and lease liabilities outstanding during the respective period.

(3) This is a non-GAAP ratio and may not be comparable to similar measures presented by other companies, and should not be considered an alternative 
to or more meaningful than their most directly comparable financial measure presented in the Company's audited consolidated financial statements, as 
applicable, as an indication of the Company's performance.

(4) Calculated as the total of interest on long-term debt and lease liabilities divided by the average long-term debt and lease liabilities balance for the respective 
period. The Company presents its average effective interest rate for financial statement users to evaluate the Company’s average cost of debt borrowings. 

(5) Calculated as interest and other financing expense divided by sales volumes.

(6) Total Company sales volumes.

Interest and other financing expense per BOE for 2021 decreased 11% to $1.58 per BOE from $1.77 per BOE for 2020 (2019 –  
$2.09 per BOE). The decrease in interest and other financing expense per BOE for 2021 from 2020 was primarily due to higher 
sales volumes and lower average debt levels in 2021, partially offset by lower interest income.

The Company’s average effective interest rate of 3.5% for 2021 was consistent with 2020.
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RISK MANAGEMENT ACTIVITIES 

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

($ millions) 2021 2020 2019

Natural gas financial instruments $ 17 $ 16 $ (1)

Crude oil and NGLs financial instruments (1) — 52

Foreign currency contracts 1 16 13

Net realized loss 17 32 64

Natural gas financial instruments 11 (36) 15

Crude oil and NGLs financial instruments 2 — (17)

Foreign currency contracts 6 (3) 15

Net unrealized loss (gain) 19 (39) 13

Net loss (gain) $ 36 $ (7) $ 77

During 2021, net realized risk management losses were related to the settlement of natural gas financial instruments, crude 
oil and NGLs financial instruments and foreign currency contracts. The Company recorded a net unrealized loss of $19 million 
($16 million after-tax of $3 million) on its risk management activities for 2021 (2020 – $39 million unrealized gain, $31 million 
after-tax of $8 million; 2019 – $13 million unrealized loss, $14 million after-tax recovery of $1 million).

Further details related to outstanding derivative financial instruments at December 31, 2021 are disclosed in note 19 to the 
Company's audited consolidated financial statements.

FOREIGN EXCHANGE

($ millions) 2021 2020 2019

Net realized loss (gain) $ 78 $ (159) $ (22)

Net unrealized gain (205) (116) (548)

Net gain (1) $ (127) $ (275) $ (570)

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

The net realized foreign exchange loss for 2021 was primarily due to foreign exchange rate fluctuations on settlement of 
working capital items denominated in US dollars or UK pounds sterling and the repayment of US$500 million of 3.45% debt 
securities. The net unrealized foreign exchange gain for 2021 was primarily related to the impact of a stronger Canadian dollar 
with respect to outstanding US dollar debt and the reversal of the net unrealized foreign exchange loss on the repayment 
of US$500 million of 3.45% debt securities. The US/Canadian dollar exchange rate at December 31, 2021 was US$0.7901 
(December 31, 2020 – US$0.7840, December 31, 2019 – US$0.7713).
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INCOME TAXES

($ millions, except effective tax rates) 2021 2020 2019

North America (1) $ 1,841 $ (245) $ 354

North Sea 7 (4) 112

Offshore Africa 21 17 44

PRT – North Sea (34) (31) (89)

Other taxes 13 6 13

Current income tax 1,848 (257) 434

Deferred corporate income tax 399 (181) (895)

Deferred PRT – North Sea — — 1

Deferred income tax 399 (181) (894)

Income tax $ 2,247 $ (438) $ (460)

Earnings (loss) before taxes $ 9,911 $ (873) $ 4,956

Effective tax rate on net earnings (loss) (2) 23% 50% (9)%

Income tax $ 2,247 $ (438) $ (460)

Tax effect on non-operating items (3) (4) 5 29 1,630

Current PRT – North Sea 34 31 89

Other taxes (13) (6) (13)

Effective tax on adjusted net earnings (loss) $ 2,273 $ (384) $ 1,246

Adjusted net earnings (loss) from operations (5) $ 7,420 $ (756) $ 3,795

Effective tax on adjusted net earnings (loss) 2,273 (384) 1,246

Adjusted net earnings (loss) from operations, before taxes $ 9,693 $ (1,140) $ 5,041

Effective tax rate on adjusted net earnings (loss) from operations (6) (7) 23% 34% 25%

(1) Includes North America Exploration and Production, Oil Sands Mining and Upgrading, and Midstream and Refining segments.

(2) Calculated as total of current and deferred income tax divided by earnings (loss) before taxes.

(3) Includes the net tax effect of PSUs, unrealized risk management, abandonment expenditure recovery, the Keystone XL pipeline provision and legislative 
changes to tax rates in adjusted net earnings (loss) from operations.

(4) During 2019, the Government of Alberta enacted legislation that decreased the provincial corporate income tax rate from 12% to 11% effective July 1, 
2019, with a further 1% rate reduction every year on January 1 until the provincial corporate income tax rate is 8% on January 1, 2022. As a result of 
this corporate income tax rate reduction, the Company's deferred corporate income tax liability decreased by $1,618 million for 2019. During 2020, the 
Government of Alberta substantively enacted legislation to accelerate this reduction, lowering the corporate tax rate from 10% to 8%, effective July 1, 
2020. This acceleration did not have a significant impact on the Company's deferred corporate income tax liability for 2020.

(5) Non-GAAP Financial Measure. Refer to the "Non-GAAP and other Financial Measures" section of this MD&A.

(6) This is a non-GAAP ratio and may not be comparable to similar measures presented by other companies, and should not be considered an alternative 
to or more meaningful than their most directly comparable financial measure presented in the Company's audited consolidated financial statements, as 
applicable, as an indication of the Company's performance.

(7) Calculated as effective tax on adjusted net earnings (loss) divided by adjusted net earnings (loss) from operations, before taxes. The Company presents its effective 
tax rate on adjusted net earnings (loss) from operations for financial statement users to evaluate the Company’s effective tax rate on its core business activities.

The effective tax rate on net earnings (loss) and adjusted net earnings (loss) from operations for 2021 and the comparable years 
included the impact of non-taxable items in North America and the North Sea and the impact of differences in jurisdictional 
income and tax rates in the countries in which the Company operates, in relation to net earnings (loss).

The current corporate income tax and PRT in the North Sea in 2021 and the prior periods included the impact of carrybacks of 
abandonment expenditures related to decommissioning activities at the Company's platforms in the North Sea.

The Company files income tax returns in the various jurisdictions in which it operates. These tax returns are subject to 
periodic examinations in the normal course by the applicable tax authorities. The tax returns as prepared may include filing 
positions that could be subject to differing interpretations of applicable tax laws and regulations, which may take several 
years to resolve. The Company does not believe the ultimate resolution of these matters will have a material impact upon the 
Company’s reported results of operations, financial position or liquidity.

During 2021, the Company filed Scientific Research and Experimental Development claims of approximately $229 million (2020 – 
$246 million; 2019 – $250 million) relating to qualifying research and development expenditures for Canadian income tax purposes.
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Net Capital Expenditures (1) (2)

($ millions) 2021 2020 2019

Exploration and Evaluation

Net property (dispositions) acquisitions (3) $ (11) $ (31) $ 90

Net expenditures 12 36 74

Total Exploration and Evaluation 1 5 164

Property, Plant and Equipment

Net property acquisitions (3) (4) (5) 1,112 536 3,208

Well drilling, completion and equipping 918 429 775

Production and related facilities 802 580 1,028

Other 64 60 81

Total Property, Plant and Equipment 2,896 1,605 5,092

Total Exploration and Production 2,897 1,610 5,256

Oil Sands Mining and Upgrading

Project costs 236 258 436

Sustaining capital 1,035 839 933

Turnaround costs 145 196 118

Other (6) 331 30 38

Total Oil Sands Mining and Upgrading 1,747 1,323 1,525

Midstream and Refining 9 5 10

Head office 23 19 34

Abandonments expenditures, net (2) 232 249 296

Net capital expenditures $ 4,908 $ 3,206 $ 7,121

By segment

North America (3) (4) (5) $ 2,662 $ 1,389 $ 4,831

North Sea 173 122 196

Offshore Africa 62 99 229

Oil Sands Mining and Upgrading 1,747 1,323 1,525

Midstream and Refining 9 5 10

Head office 23 19 34

Abandonments expenditures, net (2) 232 249 296

Net capital expenditures $ 4,908 $ 3,206 $ 7,121

(1) Net capital expenditures exclude the impact of lease assets and fair value and revaluation adjustments, and include non-cash transfers of property, plant 
and equipment to inventory due to change in use.

(2) Non-GAAP Financial Measure. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Includes cash consideration of $91 million for exploration and evaluation assets and $3,126 million for property, plant and equipment acquired from Devon 
Canada Corporation ("Devon") in 2019.

(4) Includes cash consideration of $771 million and the settlement of long-term debt of $183 million assumed in the acquisition of Storm in 2021.

(5) Includes cash consideration of $111 million and the settlement of long-term debt of $397 million assumed in the acquisition of Painted Pony Energy Ltd. 
("Painted Pony") in 2020.

(6) Includes the acquisition of a 5% net carried interest on an existing oil sands lease in 2021.

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 areas. 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 owning associated infrastructure, the Company is able to maximize utilization of its production facilities, thereby 
increasing control over production expenses.

Net capital expenditures for 2021 were $4,908 million compared with $3,206 million for 2020.

During 2021, the Company completed the acquisition of all the issued and outstanding common shares of Storm for total 
cash consideration of approximately $771 million. At closing, the acquisition also included the assumption of long-term debt 
of approximately $183 million. Storm is involved in the exploration for and development of natural gas and natural gas liquids 
in the Montney region of British Columbia.
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During 2021, the Company also completed a number of other opportunistic acquisitions. Two acquisitions consisted of natural 
gas assets located in the Montney region of British Columbia. A third acquisition consisted of a net carried interest on an 
existing oil sands lease held by the Company, from which all Horizon production volumes are derived. Total cash consideration 
paid for these acquisitions was approximately $450 million. 

2022 CAPITAL BUDGET

On January 11, 2022, the Company announced its 2022 base capital budget targeted at approximately $3,645 million. The 
budget also includes incremental strategic growth capital of approximately $700 million that targets to add future production 
and capacity in the Company's long life low decline thermal in situ and Oil Sands Mining and Upgrading assets.

The 2022 capital budget constitutes forward-looking statements. Refer to the "Advisory" section of this MD&A for further 
details on forward-looking statements.

DRILLING ACTIVITY (1)

(number of net wells) 2021 2020 2019

Net successful natural gas wells 49 30 19

Net successful crude oil wells (2) 149 42 86

Dry wells 1 — 3

Stratigraphic test / service wells 393 372 447

Total 592 444 555

Success rate (excluding stratigraphic test / service wells) 99% 100% 97%

(1) Includes drilling activity for North America and International segments. 

(2) Includes bitumen wells.

North America
During 2021, the Company drilled 49 net natural gas wells, 94 net primary heavy crude oil wells, 10 net Pelican Lake heavy 
crude oil wells, 8 net bitumen (thermal oil) wells and 32 net light crude oil wells.

North Sea
During 2021, the Company drilled 5.9 net light crude oil wells.
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Liquidity and Capital Resources
($ millions, except ratios) 2021 2020 2019

Adjusted working capital (1) $ (480) $ 626 $ 241

Long-term debt, net (2) $ 13,950 $ 21,269 $ 20,843

Shareholders’ equity $ 36,945 $ 32,380 $ 34,991

Debt to book capitalization (2) 27% 40% 37%

After-tax return on average capital employed (3) 16% —% 11%

(1) Calculated as current assets less current liabilities, excluding the current portion of long-term debt. 

(2) Capital Management Measure. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

As at December 31, 2021, the Company's capital resources consisted primarily of cash flows from operating activities, available 
bank credit facilities and access to debt capital markets. Cash flows from operating activities and the Company’s ability to 
renew existing bank credit facilities and raise new debt is dependent on factors discussed in the "Business Environment" 
section and in the "Risks and Uncertainties" section of this MD&A. In addition, the Company's ability to renew existing bank 
credit facilities and raise new debt reflects current credit ratings as determined by independent rating agencies, and market 
conditions. The Company continues to believe its internally generated cash flows from operating activities supported by the 
implementation of its ongoing hedge policy, the flexibility of its capital expenditure programs and multi-year financial plans, its 
existing bank credit facilities, and its ability to raise new debt on commercially acceptable terms will provide sufficient liquidity 
to sustain its operations in the short, medium and long-term and support its growth strategy.

On an ongoing basis the Company continues to focus on its balance sheet strength and available liquidity by:

	■ Monitoring cash flows from operating activities, which is the primary source of funds;

	■ Monitoring exposure to individual customers, contractors, suppliers and joint venture partners on a regular basis and when 
appropriate, ensuring parental guarantees or letters of credit are in place, and as applicable, taking other mitigating actions 
to minimize the impact in the event of a default;

	■ Actively managing the allocation of maintenance and growth capital to ensure it is expended in a prudent and appropriate 
manner with flexibility to adjust to market conditions. The Company continues to exercise its capital flexibility to address 
commodity price volatility and its impact on operating expenditures, capital commitments and long-term debt;

	■ Monitoring the Company's ability to fulfill financial obligations as they become due or the ability to monetize assets in a 
timely manner at a reasonable price;

	■ Reviewing bank credit facilities and public debt indentures to ensure they are in compliance with applicable covenant 
packages; and

	■ Reviewing the Company's borrowing capacity:
	• During 2021, the Company extended both of its $2,425 million revolving credit facilities originally maturing June 2022 

and June 2023, to June 2024 and June 2025, respectively and increased each by $70 million. In accordance with the 
terms of the extension, and by mutual agreement, $70 million of the original revolving credit facilities were not extended 
and will mature upon the original maturity date of June 2022 and June 2023, respectively. The revolving syndicated 
credit facilities are extendible annually at the mutual agreement of the Company and the lenders. If the facilities are 
not extended, the full amount of the outstanding principal would be repayable on the maturity date. Borrowings under 
the Company's revolving term credit facilities may be made by way of pricing referenced to Canadian dollar bankers' 
acceptances, US dollar bankers' acceptances, LIBOR, US base rate or Canadian prime rate. 

	• During 2021, the $1,000 million non-revolving term credit facility originally due February 2022, was extended to February 
2023. Additionally in 2021, the facility was fully repaid and amended to allow for a re-draw of the full $1,000 million 
until March 31, 2022.

	• During 2021, the Company repaid $1,500 million of the $2,650 million non-revolving term credit facility due February 
2023, reducing the outstanding balance to $1,150 million.

	• During 2019, the Company entered into a $3,250 million non-revolving term credit facility with an original maturity of 
June 2022, to finance the acquisition of assets from Devon. During 2021, the outstanding balance of $3,088 million 
was repaid and the facility was cancelled.
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	• During 2021, the Company filed a base shelf prospectus that allows for the offer for sale from time to time of up to 
$3,000 million of medium-term notes in Canada, which expires in August 2023. If issued, these securities may be 
offered in amounts and at prices, including interest rates, to be determined based on market conditions at the time of 
issuance.

	• During 2021, the Company filed a base shelf prospectus that allows for the offer for sale from time to time of up to 
US$3,000 million of debt securities in the United States, which expires in August 2023. If issued, these securities may 
be offered in amounts and at prices, including interest rates, to be determined based on market conditions at the time 
of issuance.

	• During 2021, the Company repaid US$500 million of 3.45% debt securities.
	• Borrowings under the Company's non-revolving term credit facilities may be made by way of pricing referenced to 

Canadian dollar bankers' acceptances, US dollar bankers’ acceptances, LIBOR, SOFR, US base rate or Canadian prime 
rate.

	• The Company's borrowings under its US commercial paper program are authorized up to a maximum of  
US$2,500 million. The Company reserves capacity under its revolving bank credit facilities for amounts outstanding 
under this program.

As at December  31, 2021, the Company had undrawn bank credit facilities of $6,098 million. Including cash and cash 
equivalents and short-term investments, the Company had approximately $7,151 million in liquidity. Additionally, the Company 
had in place fully drawn term credit facilities of $1,150 million. The Company also has certain other dedicated credit facilities 
supporting letters of credit.

As at December 31, 2021, the Company had total US dollar denominated debt with a carrying amount of $11,581 million          
(US $9,151 million), before transaction costs and original issue discounts. This included $1,836 million (US$1,451 million) 
hedged by way of a cross currency swap (US$550 million) and foreign currency forwards (US$901 million). The fixed 
repayment amount of these hedging instruments is $1,805 million, resulting in a notional reduction of the carrying amount of 
the Company’s US dollar denominated debt by approximately $31 million to $11,550 million as at December 31, 2021.

Net long-term debt was $13,950 million at December  31, 2021, resulting in a debt to book capitalization ratio of 27% 
(December 31, 2020 – 40%, December 31, 2019 – 37%); this ratio is within the 25% to 45% internal range utilized by 
management. This range may be exceeded in periods when a combination of capital projects, acquisitions, or lower commodity 
prices occurs. The Company may be below the low end of the targeted range when cash flows from operating activities are 
greater than current investment activities. The Company remains committed to maintaining a strong balance sheet, adequate 
available liquidity and a flexible capital structure. Further details related to the Company’s long-term debt at December 31, 
2021 are discussed in note 11 to the Company’s audited consolidated financial statements.

The Company is subject to a financial covenant that requires debt to book capitalization as defined in its credit facility 
agreements to not exceed 65%. As at December 31, 2021, the Company was in compliance with this covenant.

The Company periodically utilizes commodity derivative financial instruments under its commodity hedge policy to reduce 
the risk of volatility in commodity prices and to support the Company’s cash flow for its capital expenditure programs. This 
policy currently allows for the hedging of up to 60% of the near 12 months budgeted production and up to 40% of the 
following 13 to 24 months estimated production. For the purpose of this policy, the purchase of put options is in addition to 
the above parameters. Further details related to the Company’s commodity derivative financial instruments outstanding at 
December 31, 2021 are discussed in note 19 to the Company’s audited consolidated financial statements.

As at December 31, 2021, the maturity dates of long-term debt and other long-term liabilities and related interest payments 
were as follows:

 
Less than 

1 year
1 to less than 

2 years
2 to less than 

5 years Thereafter

Long-term debt (1) $ 1,000 $ 2,906 $ 3,251 $ 7,624

Other long-term liabilities (2) $ 282 $ 181 $ 430 $ 824

Interest and other financing expense (3)  $ 650 $ 583 $ 1,503 $ 3,971

(1) Long-term debt represents principal repayments only and does not reflect interest, original issue discounts and premiums or transaction costs.

(2) Lease payments included within other long-term liabilities reflect principal payments only and are as follows; less than one year, $185 million; one to less 
than two years, $149 million; two to less than five years, $426 million; and thereafter, $824 million.

(3) Includes interest and other financing expense on long-term debt and other long-term liabilities. Payments were estimated based upon applicable interest 
and foreign exchange rates as at December 31, 2021.
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SHARE CAPITAL

As at December 31, 2021, there were 1,168,369,000 common shares outstanding (December 31, 2020 – 1,183,866,000 
common shares) and 38,327,000 stock options outstanding. As at March 1, 2022, the Company had 1,163,204,000 common 
shares outstanding and 37,112,000 stock options outstanding.

On March 2, 2022, the Board of Directors approved a 28% increase in the quarterly dividend to $0.75 per common share, 
beginning with the dividend payable on April 5, 2022. On November 3, 2021, the Board of Directors approved a 25% increase 
in the quarterly dividend to $0.5875 per common share, from $0.47 per common share. On March 3, 2021, the Board of 
Directors approved an 11% increase in the quarterly dividend to $0.47 per common share, from $0.425 per common share. 
On March 4, 2020, the Board of Directors approved a 13% increase in the quarterly dividend to $0.425 per common share, 
from $0.375 per common share. On March 6, 2019, the Board of Directors approved a 12% increase in the quarterly dividend 
to $0.375 per common share, from $0.335 per common share. The dividend policy undergoes periodic review by the Board 
of Directors and is subject to change.

On March 9, 2021, the Company's application was approved for a Normal Course Issuer Bid to purchase through the facilities 
of the TSX, alternative Canadian trading platforms, and the NYSE, up to 59,278,474 common shares, over a 12-month period 
commencing March 11, 2021 and ending March 10, 2022. 

During 2021, the Company purchased 33,644,400 common shares at a weighted average price of $46.98 per common share 
for a total cost of $1,581 million. Retained earnings were reduced by $1,297 million, representing the excess of the purchase 
price of common shares over their average carrying value. Subsequent to December 31, 2021, the Company purchased 
10,500,000 common shares at a weighted average price of $64.79 per common share for a total cost of $680 million.

On March 2, 2022, the Board of Directors approved a resolution authorizing the Company to file a Notice of Intention with the 
TSX to purchase, by way of a Normal Course Issuer Bid, up to 10% of the public float (as determined in accordance with the 
rules of the TSX) of its issued and outstanding common shares. Subject to acceptance of the Notice of Intention by the TSX, 
the purchases would be made through facilities of the TSX, alternative Canadian trading platforms, and the NYSE.

Commitments and Contingencies
In the normal course of business, the Company has committed to certain payments. The following table summarizes the 
Company’s commitments as at December 31, 2021:

($ millions) 2022 2023 2024 2025 2026 Thereafter

Product transportation and   
 processing (1) (2) $ 967 $ 1,107 $ 914 $ 870 $ 816 $ 10,028

North West Redwater Partnership
 service toll (3) $ 122 $ 123 $ 121 $ 119 $ 97 $ 3,671

Offshore vessels and equipment $ 62 $ — $ — $ — $ — $ —

Field equipment and power $ 25 $ 21 $ 21 $ 21 $ 21 $ 225

Other $ 37 $ 27 $ 22 $ 20 $ 15 $ —

(1) Includes commitments pertaining to a 20-year product transportation agreement on the Trans Mountain Pipeline Expansion. 

(2) The acquisition of Storm in 2021 and Painted Pony in 2020 included approximately $298 million and $2,400 million of product transportation and processing 
commitments, respectively.

(3) Pursuant to the processing agreements, the Company pays its 25% pro rata share of the debt component of the monthly fee-for-service toll. Included in 
the toll is $1,486 million of interest payable over the 40-year tolling period, ending in 2058.

In addition to the commitments disclosed above, the Company has entered into various agreements related to the engineering, 
procurement and construction of its various development projects. These contracts can be cancelled by the Company upon 
notice without penalty, subject to the costs incurred up to and in respect of the cancellation.

LEGAL PROCEEDINGS AND OTHER CONTINGENCIES

The Company is defendant and plaintiff in a number of legal actions arising in the normal course of business. In addition, 
the Company is subject to certain contractor construction claims. The Company believes that any liabilities that might arise 
pertaining to any such matters would not have a material effect on its consolidated financial position.
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Reserves
For the years ended December 31, 2021 and 2020, the Company retained Independent Qualified Reserves Evaluators to 
evaluate and review all of the Company’s total proved and total proved plus probable reserves. The evaluation and review 
was conducted and prepared in accordance with the standards contained in the Canadian Oil and Gas Evaluation Handbook 
("COGE Handbook") and disclosed in accordance with National Instrument 51-101 – Standards of Disclosure for Oil and Gas 
Activities ("NI 51-101") requirements.

The following are reconciliation tables of the company gross total proved and total proved plus probable reserves using 
forecast prices and costs as at the effective date of December 31, 2021:

Total Proved

Light and 
Medium 

Crude Oil

Primary 
Heavy 

Crude Oil

Pelican 
Lake 

Heavy 
Crude Oil

Bitumen 
(Thermal 

Oil)
Synthetic 
Crude Oil

Natural 
Gas

Natural 
Gas 

Liquids

Barrels 
of Oil 

Equivalent

 (MMbbl) (MMbbl) (MMbbl) (MMbbl) (MMbbl) (Bcf) (MMbbl) (MMBOE)

December 31, 2020 315 177 265 2,483 6,962 9,465 326 12,106

Discoveries — — — — — — — —

Extensions 1 7 — 119 — 598 15 243

Infill Drilling 3 4 — — — 170 13 47

Improved Recovery — — 1 19 — 3 — 21

Acquisitions — — — — — 1,715 59 345

Dispositions — — — — — (1) — —

Economic Factors 14 13 22 — — 309 10 110

Technical Revisions (5) (9) 2 105 199 528 13 392

Production (28) (23) (20) (95) (164) (619) (18) (451)

December 31, 2021 (1) 300 169 270 2,631 6,998 12,168 418 12,813

Total Proved Plus 
Probable

Light and 
Medium 

Crude Oil

Primary 
Heavy 

Crude Oil

Pelican 
Lake 

Heavy 
Crude Oil

Bitumen 
(Thermal 

Oil)
Synthetic 
Crude Oil

Natural 
Gas

Natural 
Gas 

Liquids

 
Barrels 

of Oil 
Equivalent

  (MMbbl) (MMbbl) (MMbbl) (MMbbl) (MMbbl) (Bcf) (MMbbl) (MMBOE)

December 31, 2020 463 260 395 4,157 7,496 15,922 500 15,925

Discoveries — — — — — — — —

Extensions 2 10 — 158 — 1,004 30 368

Infill Drilling 4 6 — — — 687 21 146

Improved Recovery — — 2 23 — 4 — 26

Acquisitions — — — — — 2,979 100 596

Dispositions — — — — — (1) — —

Economic Factors 18 18 7 2 — 368 11 116

Technical Revisions (34) (22) 5 91 202 (94) (1) 224

Production (28) (23) (20) (95) (164) (619) (18) (451)

December 31, 2021 (1) 424 249 388 4,337 7,535 20,249 643 16,950

(1) Information in the reserves data tables may not add due to rounding. BOE values as presented may not calculate due to rounding.

At December 31, 2021, the total proved crude oil, bitumen (thermal oil) and NGLs reserves were 10,785 MMbbl, and total 
proved plus probable crude oil, bitumen (thermal oil) and NGLs reserves were 13,576 MMbbl. Total proved reserves additions 
and revisions replaced 174% of 2021 production. Additions to total proved reserves resulting from exploration and development 
activities, acquisitions, dispositions and future offset additions amounted to 241 MMbbl, and additions to total proved plus 
probable reserves amounted to 357 MMbbl. Net positive revisions amounted to 363 MMbbl for total proved reserves and 295 
MMbbl for total proved plus probable reserves, primarily due to technical revisions.
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At December 31, 2021, the total proved natural gas reserves were 12,168 Bcf, and total proved plus probable natural gas 
reserves were 20,249 Bcf. Total proved reserves additions and revisions replaced 537% of 2021 production. Additions to total 
proved reserves resulting from exploration and development activities, acquisitions, dispositions and future offset additions 
amounted to 2,485 Bcf, and additions to total proved plus probable reserves amounted to 4,673 Bcf. Net positive revisions 
amounted to 837 Bcf for total proved reserves, primarily due to technical revisions and economic factors. Net positive revisions 
amounted to 273 Bcf for total proved plus probable reserves, primarily due to economic factors.

The Reserves Committee of the Company’s Board of Directors has met with and carried out independent due diligence 
procedures with each of the Company’s Independent Qualified Reserves Evaluators to review the qualifications of and 
procedures used by each evaluator in determining the estimate of the Company’s quantities and related net present value of 
future net revenue of the remaining reserves. Additional reserves information is annually disclosed in the AIF.

The Company annually discloses net proved reserves and the standardized measure of discounted future net cash flows 
using 12-month average prices and current costs in accordance with United States FASB Topic 932 "Extractive Activities - Oil 
and Gas" in the Company’s annual report on Form 40-F filed with the SEC and in the "Supplementary Oil and Gas Information" 
section of the Company’s Annual Report.

Risks and Uncertainties
The Company is exposed to various operational risks inherent in the exploration, development, production and marketing 
of crude oil and NGLs and natural gas and the mining, extracting and upgrading of bitumen into SCO. These inherent risks 
include, but are not limited to, the following:

	■ Volatility in the prevailing prices of crude oil and NGLs, natural gas and refined products;
	■ The ability to find, produce and replace reserves, whether sourced from exploration, improved recovery or acquisitions, at 

a reasonable cost, including the risk of reserves revisions due to economic and technical factors. Reserves revisions can 
have a positive or negative impact on asset valuations, ARO and depletion rates;

	■ Reservoir quality and uncertainty of reserves estimates;
	■ Regulatory risk related to approval for exploration and development activities, which can add to costs or cause delays  

in projects;
	■ Labour risk associated with securing the manpower necessary to complete capital projects in a timely and cost  

effective manner;
	■ Operating hazards and other difficulties inherent in the exploration for and production and sale of crude oil and natural gas 

and in mining, extracting and upgrading the Company’s bitumen products;
	■ Timing and success of integrating the business and operations of acquired companies and assets;
	■ Credit risk related to non-payment for sales contracts or non-performance by counterparties to contracts, including 

derivative financial instruments and physical sales contracts as part of a hedging program;
	■ Interest rate risk associated with the Company’s ability to secure financing on commercially acceptable terms;
	■ Foreign exchange risk due to the effect of fluctuating exchange rates on the Company’s US dollar denominated debt and 

revenue from sales predominantly based on US dollar denominated benchmarks;
	■ Environmental impact risk associated with exploration and development activities, including GHG;
	■ Future legislative and regulatory developments related to environmental regulation, including but not limited to GHG 

compliance costs and reduction targets;
	■ The timing and pace of change to a low carbon economy is uncertain and the ability to access insurance and capital may 

be adversely affected in the event that financial institutions, investors, insurers, rating agencies and/or lenders adopt more 
restrictive decarbonisation policies; 

	■ Potential actions of governments, regulatory authorities and other stakeholders that may result in costs or restrictions 
in the jurisdictions where the Company has operations, including but not limited to restrictions on production and the 
certainty and timelines for regulatory processes;

	■ Geopolitical risks associated with changing governments or governmental policies, social instability and other political, 
economic or diplomatic developments in the regions where the Company has its operations;

	■ Changing royalty regimes;
	■ Business interruptions because of unexpected events such as fires or explosions whether caused by human error or 

nature, severe storms and other calamitous acts of nature, blowouts, freeze-ups, mechanical or equipment failures of 
facilities and infrastructure and other similar events affecting the Company or other parties whose operations or assets 
directly or indirectly impact the Company and that may or may not be financially recoverable;
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	■ Epidemics or pandemics, such as COVID-19, have the potential to disrupt the Company’s operations, projects and financial 
condition through the disruption of the local or global supply chain and transportation services, or the loss of manpower 
resulting from quarantines that affect the Company’s labour pools in the local communities, workforce camps or operating 
sites or that are instituted by local health authorities as a precautionary measure, any of which may require the Company 
to temporarily reduce or shutdown its operations depending on the extent and severity of a potential outbreak and the 
areas or operations impacted. Depending on the severity, a large scale epidemic or pandemic could impact international 
demand for commodities and have a corresponding impact on the prices realized by the Company, which could have a 
material adverse effect on the Company's financial condition;

	■ The ability to secure adequate transportation for products, which could be affected by pipeline constraints, the construction 
by third parties of new or expansion of existing pipeline capacity and other factors; 

	■ The access to markets for the Company’s products; 
	■ The risk of significant interruption or failure of the Company's information technology systems and related data and control 

systems or a significant breach that could adversely affect the Company's operations; 
	■ Liquidity risk related to the Company's ability to fulfill financial obligations as they become due or ability to liquidate assets 

in a timely manner at a reasonable price; and
	■ Other circumstances affecting revenue and expenses.

The Company uses a variety of means to seek to mitigate and/or minimize these risks. The Company maintains a comprehensive 
property loss and business interruption insurance program to reduce risk. Operational control is enhanced by focusing efforts 
on large core areas with high working interests and by assuming operatorship of key facilities. Product mix is diversified, 
consisting of the production of natural gas and the production of crude oil of various grades. The Company believes this 
diversification reduces price risk when compared with over-leverage to one commodity. Accounts receivable from the sale 
of crude oil and natural gas are mainly with customers in the crude oil and natural gas industry and are subject to normal 
industry credit risks. The Company seeks to manage these risks by monitoring exposure to individual customers, contractors, 
suppliers and joint venture partners on a regular basis and when appropriate, ensuring parental guarantees or letters of credit 
are in place, and as applicable, taking other mitigating actions to minimize the impact in the event of a default. Derivative 
financial instruments are periodically utilized to help ensure targets are met and to manage commodity price, foreign currency 
and interest rate exposures. The Company is exposed to possible losses in the event of non-performance by counterparties 
to derivative financial instruments; however, the Company seeks to manage this credit risk by entering into agreements with 
counterparties that are substantially all investment grade financial institutions. The arrangements and policies concerning the 
Company’s financial instruments are under constant review and may change depending upon the prevailing market conditions. 
Management of liquidity risk requires the Company to maintain sufficient cash and cash equivalents, along with other sources 
of capital, consisting primarily of cash flow from operating activities, available credit facilities, commercial paper and access to 
debt capital markets, to meet obligations as they become due. The Company has implemented cyber security protocols and 
procedures designed to reduce the risk of failure or a significant breach of the Company’s information technology systems 
and related data and control systems. 

The Company has safety, integrity and environmental management systems to recover and process crude oil and natural gas 
resources safely, efficiently, and in an environmentally sustainable manner and mitigate risk.

The Company’s capital structure mix is also monitored on a continual basis to ensure that it optimizes flexibility, minimizes 
cost and offers the greatest opportunity for growth. This includes the determination of a reasonable level of debt and any 
interest rate exposure risk that may exist.

For additional details regarding the Company’s risks and uncertainties, refer to the Company’s AIF for the year ended 
December 31, 2021.

Environment
The Company has a Corporate Statement on Environmental Management that affirms environmental stewardship as a 
fundamental value of the Company. The Company continues to invest in people, proven and new technologies, facilities and 
infrastructure to recover and process crude oil and natural gas resources efficiently and in an environmentally sustainable 
manner. Environmental, social, economic and health considerations are evaluated in new project designs and in operations to 
improve environmental performance. Processes are employed to avoid, mitigate, minimize or compensate for environmental 
effects. Working with local communities, the Company considers the interests and values of the people using the land in 
proximity to its operations, and where appropriate, adapts projects to recognize those matters.
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The crude oil and natural gas industry is experiencing incremental increases in costs related to environmental regulation 
compliance, particularly in North America and the North Sea. Existing and expected legislation and regulations may require the 
Company to address and mitigate the effect of its activities on the environment. The Company believes it meets all existing 
environmental standards and regulations and has included appropriate amounts in its capital expenditure budget to continue 
to meet current environmental protection requirements. Increasingly stringent laws and regulations may have an adverse 
effect on the Company’s future net earnings.

The Company’s associated environmental risk management strategies incorporate working with legislators and regulators 
on any new or revised policies, legislation or regulations to reflect a balanced approach to sustainable development. Specific 
measures in response to existing or new legislation include a focus on the Company’s energy efficiency, air emissions 
management, water management and land management to minimize disturbance impacts. The Company’s environmental risk 
management strategies employ an Environmental Management Plan (the "Plan"). As part of risk management, the Company 
develops, assesses and implements technologies and innovative practices that will improve environmental performance, 
often through collaborative efforts with industry partners, governments and research institutions. Details of the Plan, along 
with performance results, are presented to, and reviewed by, the Board of Directors quarterly.

The Plan and the Company's operating guidelines focus on minimizing the impact of operations while meeting regulatory 
requirements, regional management frameworks for air quality and emissions, ground and surface water and biodiversity, 
industry operating standards and guidelines, and internal corporate standards. Training and due diligence for operators and 
contractors is key to the effectiveness of the Company’s environmental management programs and the prevention of incidents 
to protect the environment. The Company, as part of this Plan, has implemented proactive programs that include:

	■ Environmental planning to assess impacts and implement avoidance and mitigation programs in order to maintain 
biodiversity for terrestrial and aquatic systems and high value ecosystems;

	■ Continued evaluation of new technologies to reduce environmental impacts, including support for Canada’s Oil Sands 
Innovation Alliance ("COSIA"), Petroleum Technology Alliance Canada ("PTAC") and other research institutions;

	■ Mitigation of the Company's climate change impacts through implementation of various CO2 emissions reduction and 
carbon capture projects including: CO2 injection for EOR, CO2 injection in tailings and the Quest Carbon Capture and Storage 
Facility; a methane emissions reduction program, including solution gas conservation to reduce methane venting, and an 
equipment retrofit program to reduce methane emissions from pneumatic equipment; and optimization of efficiencies at 
the Company’s facilities;

	■ Water programs to improve efficiency of use and recycle rates as well as to reduce fresh water use;
	■ Groundwater monitoring for all thermal in situ and mine operations;
	■ Effective reclamation and decommissioning programs across the Company’s operations, returning sites to their former 

state. In North America, well abandonment and progressive reclamation of large contiguous areas of land provides the 
foundation for the enhancement of biodiversity and functional wildlife habitats. In the Company's International operations, 
decommissioning activities were completed at Murchison and were advanced at Banff, Kyle, and Ninian North;

	■ Tailings management in Oil Sands Mining to minimize fine tailings and promote progressive reclamation;
	■ Monitoring programs to assess changes to biodiversity, wildlife and fisheries in order to manage construction and operation 

effects and to assess reclamation success;
	■ Participation and support for the Oil Sands Monitoring Program of regional important resources;
	■ An active spill prevention and management program; and
	■ An internal environmental management system for compliance audit and inspection programs of operating facilities.
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GREENHOUSE GAS AND OTHER EMISSIONS

The Company has a large, diversified and balanced portfolio and a risk management strategy which incorporates an integrated 
GHG emissions reduction strategy and investments in technology and innovation to improve its GHG performance. The 
Company’s integrated GHG emissions reduction strategy includes: 1) integrating emissions reduction in project planning and 
operations; 2) leveraging technology to create value and enhance performance; 3) investing in research and development and 
supporting collaboration with industry, entrepreneurs, academia and governments; 4) focusing on continuous improvement 
to drive long-term emissions reduction; 5) leading in carbon capture, sequestration and storage; 6) engaging in policy and 
regulatory development (including trading capacity and offsetting emissions); and, 7) reviewing and developing new business 
opportunities and trends.

The Company is participating in the Oil Sands Pathways to Net Zero initiative, an alliance of oil sands producers working 
collectively with federal and provincial governments, to achieve net zero GHG emissions from oil sands operations by 2050 to 
help Canada meet its climate goals, including its Paris Agreement commitments and 2050 net zero aspirations.

The Company, through industry associations, is working with Canadian legislators and regulators as they develop and 
implement new GHG emission laws and regulations to support emissions reductions and properly reflect a balanced approach 
to sustainable development. Internally, the Company is pursuing an integrated emissions reduction strategy, to ensure that it 
is able to comply with existing and future emissions reduction requirements, for both GHGs and air pollutants (such as sulphur 
dioxide and oxides of nitrogen). The Company continues to develop strategies that will enable it to deal with the risks and 
opportunities associated with new GHG and air emissions policies. In addition, the Company is working with relevant parties 
to ensure that new policies encourage technological innovation, energy efficiency, and targeted research and development 
while not impacting competitiveness. 

The Company’s asset retirement obligations are expected to be settled on an ongoing basis over a period of  
approximately 60 years and have been discounted using a weighted average discount rate of 4.0% (2020 – 3.7%; 2019 – 
3.8%). For 2021, the Company’s capital expenditures included $307 million for abandonment expenditures ($232 million 
– abandonment expenditures, net) (2020 – $249 million; 2019 – $296 million). Refer to the “Non-GAAP and Other Financial 
Measures” section of this MD&A for further details on abandonments expenditures, net. The Company’s estimated  
discounted ARO at December 31, 2021 was as follows:

($ millions) 2021 2020

Exploration and Production    

North America $ 4,021 $ 2,899

North Sea 821 787

Offshore Africa 170 174

Oil Sands Mining and Upgrading 1,793 1,999

Midstream and Refining 1 2

  $ 6,806 $ 5,861

The discounted ARO was based on estimates of future costs to abandon and restore wells, production facilities, mine sites, 
upgrading facilities and tailings, and offshore production platforms. Factors that affect costs include number of wells drilled, 
well depth, facility size and the specific environmental legislation. The estimated future costs are based on engineering 
estimates of current costs in accordance with present legislation, industry operating practice and the expected timing  
of abandonment. 

In 2021, the Alberta Energy Regulator announced a new Liability Management Framework, enforcing mandatory targets for 
companies for the closure of inactive wells and facilities. These targets became effective January 1, 2022. The Company has 
updated its forecasts of future expenditures to settle its ARO liability based on the set and forecasted annual targets. As a 
result, the Company’s ARO liability as at December 31, 2021 has increased on an inflated and discounted basis due to earlier 
forecasted expenditures to settle liabilities associated with the closure of inactive well and facilities located in Alberta.
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Governments in jurisdictions in which the Company operates have developed or are developing GHG regulations as part of 
their national and international climate change commitments. The Company uses existing GHG regulations to determine 
the impact of compliance costs on current and future projects. The Company monitors the development of GHG regulations 
on an ongoing basis in the jurisdictions in which it operates to assess the impact of future regulatory developments on 
the Company's operations and planned projects. In Canada, the federal government has ratified the Paris climate change 
agreement, with a commitment to reduce GHG emissions by 40 - 45% from 2005 levels by 2030. The Canadian government 
has also committed to cap and cut emissions from the oil and gas sector, with further details to be developed in 2022. Canada 
has also committed to reduce methane emissions from the upstream oil and natural gas sector by 40 - 45% by 2025, and by 
75% by 2030, as compared to 2012 levels for both the 2025 and 2030 targets. In December 2020, the federal government 
announced its intention to increase the carbon price to $170/tonne in 2030. The federal government is also developing: (i) a 
comprehensive management system for air pollutants and has released regulations pertaining to certain boilers, heaters and 
compressor engines operated by the Company; and (ii) a Clean Fuel Standard, which may affect production and consumption 
of fuels in Canada. Draft regulations under the Clean Fuel Standard were released in 2020 and are planned to take effect 
in December 2022. Aspects of the Clean Fuel Standard could potentially increase the cost of liquid fuels consumed in the 
Company's operations while also providing a potential mechanism to generate offset credits. The final version of the Clean 
Fuel regulations are expected to be published in 2022.

Carbon pricing regulatory systems in all provinces are subject to annual review by the federal government to assess the 
adequacy of the provincial systems against the federal Greenhouse Gas Pollution Pricing Act. Such future reviews may affect 
the carbon price and/or the stringency of provincial systems.

Effective January 1, 2020, the GHG regulation (the Carbon Competitiveness Incentive Regulation) was replaced with the 
Technology Innovation and Emissions Reduction Regulation ("TIER"). The coverage of TIER has expanded to include all of 
the Company's assets in Alberta (as an alternative to the federal fuel charge). The carbon price in Alberta was $40/tonne for 
emissions above the TIER-regulated limits in 2021 and is $50/tonne in 2022, in alignment with the federal carbon pricing 
schedule. Facilities with emissions in previous years above 100,000 tonnes of CO2e/year, or that have voluntarily opted into 
TIER are required to comply with the regulation. The non-operated Scotford Upgrader and the North West Redwater bitumen 
upgrader and refinery are also subject to compliance under the regulations. 

In British Columbia, carbon tax is currently being assessed at $45/tonne of CO2e on fuel consumed and gas flared and vented 
in the province. In February 2021, the British Columbia government announced that the carbon tax rate would increase to  
$50/tonne effective April 1, 2022. The British Columbia government has implemented a program (the CleanBC Plan) to  
partially mitigate the impact of the carbon tax increases on emissions intensive trade exposed (EITE) sectors. 

As part of its Prairie Resilience Plan, the Saskatchewan government has a regulation ("The Management and Reduction of 
Greenhouse Gases (Standards and Compliance) Regulations") that applies to facilities emitting more than 25 kilotonnes of 
CO2e annually and required the North Tangleflags in situ heavy oil facility and the Senlac in situ heavy crude oil facility to meet 
reduction targets for GHG emissions in 2020. This regulation also enables facilities below the threshold to aggregate and opt 
into the Saskatchewan regulatory system as an alternative to the federal fuel charge. 

In Manitoba, the federal output-based pricing system applies for facilities with emissions greater than or equal to 10 kilotonnes 
of CO2e annually, and the federal fuel charge applies for facilities with emissions of less than 10 kilotonnes of CO2e annually.

By 2025, the federal government has committed to reduce methane emissions from the oil and gas sector by 40% to 45% 
below 2012 levels. The federal government's methane regulation came into effect on January 1, 2020 and applies nationally 
unless provinces reach equivalency agreements with the federal government, under which the federal regulation would not 
be in effect for those jurisdictions. The provinces of British Columbia, Alberta and Saskatchewan have implemented provincial 
methane regulations, and have reached equivalency agreements with the federal government. Accordingly, the applicable 
provincial methane regulations govern in the three western provinces whereas the federal methane regulation applies to 
methane emissions in the province of Manitoba. 

Air pollutant standards and guidelines are being developed federally and provincially and the Company is participating in 
these discussions. Ambient air quality and sector based reductions in air emissions are being reviewed. Through Company 
and industry participation with stakeholders, guidelines are being developed that adopt a structured process to emission 
reductions that is commensurate with technological development and operational requirements.

In the UK, GHG regulations have been in effect since 2005. In Phase 1 (2005 - 2007) of the UK National Allocation Plan, the 
Company operated below its CO2 allocation. In Phase 2 (2008 - 2012) the Company’s CO2 allocation was decreased below 
the Company’s operations emissions. In Phase 3 (2013 - 2020) the Company’s CO2 allocation was further reduced. Following 
the UK's withdrawal from the European Union ("EU") on January 31, 2020, a new UK Emissions Trading Scheme ("ETS")  
was launched on January 1, 2021. The new scheme is currently aligned with the EU ETS rules and applies to energy intensive 
industries, the power generation sector and aviation. The Company continues to focus on implementing CO2 emission 
reduction program opportunities at its facilities and on trading mechanisms to ensure compliance with requirements  
now in effect.
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Accounting Policies and Standards
REGULATORY DEVELOPMENTS

On May 27, 2021, the Canadian Securities Administrators ("CSA") announced the adoption of NI 52-112 and related amendments. 
This National Instrument replaces the previous CSA staff notice on Non-GAAP Measures. NI 52-112 governs how entities 
present non-GAAP and other financial measures and ratios. The requirements apply to the Company's MD&A and certain 
other disclosure documents for the year ended December 31, 2021. 

CHANGES IN ACCOUNTING POLICIES

In August 2020, the IASB issued Interest Rate Benchmark Reform (Phase 2) in response to the Financial Stability Board's 
mandated reforms to IBORs, with financial regulators proposing that current IBOR benchmark rates be replaced by a number 
of new local currency denominated alternative benchmark rates. The Company adopted the amendments on January 1, 2021. 
Adoption of these amendments did not have a significant impact on the Company's financial statements.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements requires the Company to make estimates, assumptions and judgements in the 
application of IFRS that have a significant impact on the financial results of the Company. In 2021, COVID-19 continued to 
have an impact on the global economy, including the oil and gas industry. Business conditions in 2021 continued to reflect the 
market uncertainty associated with COVID-19. The Company has taken into account the impacts of COVID-19 and the unique 
circumstances it has created in making estimates, assumptions, and judgements in the preparation of the audited consolidated 
financial statements, and continues to monitor the developments in the business environment and commodity market. Actual 
results may differ from estimated amounts, and those differences may be material. A comprehensive discussion of the 
Company's significant accounting estimates is contained in this MD&A and the audited consolidated financial statements for 
the year ended December 31, 2021.

A) Depletion, Depreciation and Amortization and Impairment
Exploration and evaluation ("E&E") costs relating to activities to explore and evaluate crude oil and natural gas properties 
are initially capitalized and include costs directly associated with the acquisition of licenses, technical services and studies, 
seismic acquisition, exploration drilling and evaluation, overhead and administration expenses, and the estimate of any asset 
retirement costs. E&E assets are carried forward until technical feasibility and commercial viability of extracting a mineral 
resource is determined. Technical feasibility and commercial viability of extracting a mineral resource is considered to be 
determined when an assessment of proved reserves is made. The judgements associated with the estimation of proved 
reserves are described below in "Crude Oil and Natural Gas Reserves".

An alternative acceptable accounting method for E&E costs under IFRS 6 "Exploration for and Evaluation of Mineral Resources" 
is to charge exploratory dry holes and geological and geophysical exploration costs incurred after having obtained the legal 
rights to explore an area against net earnings in the period incurred rather than capitalizing to E&E assets.

E&E assets are tested for impairment when facts and circumstances suggest that the carrying amount of E&E assets may 
exceed their recoverable amount, by comparing the relevant costs to the fair value of related Cash Generating Units ("CGUs"), 
aggregated at a segment level. Indications of impairment include leases approaching expiry, the existence of low benchmark 
commodity prices for an extended period of time, significant downward revisions in estimated probable reserves volumes, 
significant increases in estimated future exploration or development expenditures, or significant adverse changes in the 
applicable legislative or regulatory frameworks. The determination of the fair value of CGUs requires the use of assumptions 
and estimates including future commodity prices, expected production volumes, quantity of reserves, asset retirement 
obligations, future development and production costs, discount rates and income taxes. Changes in assumptions used in 
determining the recoverable amount could affect the carrying value of the related assets and CGUs.

Property, plant and equipment is measured at cost less accumulated depletion and depreciation and impairment provisions. 
Crude oil and natural gas properties in the Exploration and Production segments are depleted using the unit-of-production 
method over proved reserves, except for major components, which are depreciated using a straight-line method over their 
estimated useful lives. The unit-of-production depletion rate takes into account expenditures incurred to date, together with 
future estimated development expenditures required to develop proved reserves. Estimates of proved reserves have a 
significant impact on net earnings, as they are a key input to the calculation of depletion expense.

The Company assesses property, plant and equipment for impairment discounted at rates currently ranging from 10% to 
12% whenever events or changes in circumstances indicate that the carrying value of an asset or group of assets may not 
be recoverable. Indications of impairment include the existence of low commodity prices for an extended period, significant 
downward revisions of estimated reserves volumes, significant increases in estimated future development expenditures, or 
significant adverse changes in the applicable legislative or regulatory frameworks. If an indication of impairment exists, the 
Company performs an impairment test related to the specific assets at the CGU level.
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B) Crude Oil and Natural Gas Reserves
Reserves estimates are based on engineering data, estimated future prices and production costs, expected future rates of 
production, and the timing and amount of future development expenditures, all of which are subject to many uncertainties, 
interpretations and judgements, including the potential impact of climate related matters and in accordance with related 
government regulations. The Company expects that, over time, its reserves estimates will be revised upward or downward 
based on updated information. Reserves estimates can have a significant impact on net earnings, as they are a key component 
in the calculation of depletion, depreciation and amortization and for determining potential asset impairment. For example, a 
revision to the proved reserves estimates would result in a higher or lower depletion, depreciation and amortization charge 
to net earnings. Downward revisions to reserves estimates may also result in an impairment of E&E and property, plant and 
equipment carrying amounts.

C) Asset Retirement Obligations
The Company is required to recognize a liability for ARO associated with its property, plant and equipment. An ARO liability 
associated with the retirement of a tangible long-lived asset is recognized to the extent of a legal obligation resulting from 
an existing or enacted law, statute, ordinance or written or oral contract, or by legal construction of a contract under the 
doctrine of promissory estoppel. The ARO is based on estimated costs, taking into account the anticipated method and 
extent of restoration consistent with legal requirements, technological advances and the possible use of the site. Since these 
estimates are specific to the sites involved, there are many individual assumptions underlying the Company’s total ARO 
amount, including the potential impact of climate related matters and in accordance with related government regulations. 
These individual assumptions may be subject to change.

The estimated present values of ARO related to long-term assets are recognized as a liability in the period in which they 
are incurred. The provision for the ARO is estimated by discounting the expected future cash flows to settle the ARO at 
the Company’s weighted average credit-adjusted risk-free interest rate, which is currently 4.0%. Subsequent to initial 
measurement, the ARO is adjusted to reflect the passage of time, changes in credit adjusted interest rates, and changes 
in the estimated future cash flows underlying the obligation. The increase in the provision due to the passage of time is 
recognized as asset retirement obligation accretion expense whereas changes in discount rates or estimated future cash 
flows are capitalized to or derecognized from property, plant and equipment. Changes in estimates would impact accretion 
and depletion expense in net earnings. In addition, differences between actual and estimated costs to settle the ARO, timing 
of cash flows to settle the obligation and future inflation rates may result in gains or losses on the final settlement of the ARO.

D) Income Taxes
The Company follows the liability method of accounting for income taxes. Under this method, deferred income tax assets and 
liabilities are recognized based on the estimated income tax effects of temporary differences in the carrying amount of assets and 
liabilities in the consolidated financial statements and their respective tax bases, using income tax rates substantively enacted 
that are expected to apply when the asset or liability is recovered. Accounting for income taxes requires the Company to interpret 
frequently changing laws and regulations, including changing income tax rates, and make certain judgements with respect to the 
application of tax law, estimating the timing of temporary difference reversals, and estimating the realizability of tax assets. There 
are many transactions and calculations for which the ultimate tax determination is uncertain. The Company recognizes a liability for 
a tax filing position based on its assessment of the probability that additional taxes may ultimately be due.

E) Risk Management Activities
The Company periodically uses derivative financial instruments to manage its commodity price, foreign currency and interest 
rate exposures. These financial instruments are entered into solely for hedging purposes and are not used for speculative 
purposes. All derivative financial instruments are recognized in the consolidated balance sheets at their estimated fair value. 
The estimated fair value of derivative financial instruments has been determined based on appropriate internal valuation 
methodologies and/or third party indications. Fair values determined using valuation models require the use of assumptions 
concerning the amount and timing of future cash flows, discount rates and credit risk. In determining these assumptions, 
the Company primarily relied on external, readily-observable quoted market inputs including crude oil and natural gas forward 
benchmark commodity prices and volatility, Canadian and United States forward interest rate yield curves, and Canadian and 
United States foreign exchange rates, discounted to present value as appropriate. The carrying amount of a risk management 
liability is adjusted for the Company’s own credit risk. The resulting fair value estimates may not necessarily be indicative of 
the amounts that could be realized or settled in a current market transaction and these differences may be material.
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F) Purchase Price Allocations
Purchase prices related to business combinations are allocated to the underlying acquired assets and liabilities based on 
their estimated fair value at the time of acquisition. The determination of fair value requires the Company to make estimates, 
assumptions and judgements regarding future events. The allocation process is inherently subjective and impacts the amounts 
assigned to individually identifiable assets and liabilities, including the fair value of crude oil and natural gas properties, 
together with deferred income tax effects. As a result, the purchase price allocation impacts the Company’s reported assets 
and liabilities and future net earnings due to the impact on future depletion, depreciation and amortization expense and 
impairment tests.

The Company has made various assumptions in determining the fair values of acquired assets and liabilities. The most 
significant assumptions and judgements relate to the estimation of the fair value of crude oil and natural gas properties. To 
determine the fair value of these properties, the Company estimates crude oil and natural gas reserves. Reserves estimates 
are based on the work performed by the Company’s internal engineers and outside consultants. The judgements associated 
with these estimated reserves are described above in "Crude Oil and Natural Gas Reserves". Estimates of future prices 
are based on prices derived from price forecasts among industry analysts and internal assessments. The Company applies 
estimated future prices to the estimated reserves quantities acquired, and estimates future operating and development costs, 
to arrive at estimated future net revenues for the properties acquired.

G) Share-Based Compensation
The Company has made various assumptions in estimating the fair values of stock options granted including expected 
volatility, expected exercise timing and future forfeiture rates. At each period end, stock options outstanding are remeasured 
for changes in the estimated fair value of the liability.

H) Leases
Purchase, extension and termination options are included in certain of the Company's leases to provide operational flexibility. 
To measure the lease liability, the Company uses judgement to assess the likelihood of exercising these options. These 
assessments are reviewed when significant events or circumstances indicate that the likelihood of exercising these options 
may have changed. The Company also uses estimates to determine its incremental borrowing costs if the interest rate implicit 
in the lease is not readily determinable.

I) Government Grants 
The Company receives or is eligible for government grants, including emissions credits and grants introduced in response 
to the impact of COVID-19. Government grants are recognized in net earnings when there is reasonable assurance that the 
Company will comply with the conditions attached to the grant and the grant will be received. Emissions performance and 
offset credits generated under the Alberta TIER regulation are initially recorded at fair value as determined by the prescribed 
Alberta TIER fund compliance rates in effect at the time the credits are recognized.

Control Environment 
The Company’s management, including the President and the Chief Financial Officer and Vice-President, Finance and 
Principal Accounting Officer, evaluated the effectiveness of disclosure controls and procedures as at December 31, 2021, and 
concluded that disclosure controls and procedures are effective to ensure that information required to be disclosed by the 
Company in its annual filings and other reports filed with securities regulatory authorities in Canada and the United States is 
recorded, processed, summarized and reported within the time periods specified and such information is accumulated and 
communicated to the Company’s management to allow timely decisions regarding required disclosures.

The Company’s management, including the President and the Chief Financial Officer and Vice-President, Finance and Principal 
Accounting Officer, also evaluated the effectiveness of internal control over financial reporting as at December 31, 2021, and 
concluded that internal control over financial reporting is effective. Further, there were no changes in the Company’s internal 
control over financial reporting during 2021 that have materially affected, or are reasonably likely to materially affect, internal 
control over financial reporting. 

While the Company’s management believes that the Company’s disclosure controls and procedures and internal control 
over financial reporting provide a reasonable level of assurance they are effective, they recognize that all control systems 
have inherent limitations. Because of its inherent limitations, the Company’s control systems may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may 
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate. 
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Non-GAAP and Other Financial Measures
This MD&A includes references to non-GAAP and other financial measures as defined in NI 52-112. These financial measures 
are used by the Company to evaluate its financial performance, financial position or cash flow and include non-GAAP financial 
measures, non-GAAP ratios, total of segments measures, capital management measures, and supplementary financial 
measures. These financial measures are not defined by IFRS and therefore are referred to as non-GAAP and other financial 
measures. The non-GAAP and other financial measures used by the Company may not be comparable to similar measures 
presented by other companies, and should not be considered an alternative to or more meaningful than the most directly 
comparable financial measure presented in the Company's audited consolidated financial statements, as applicable, as an 
indication of the Company's performance. Descriptions of the Company’s non-GAAP and other financial measures included in 
this MD&A, and reconciliations to the most directly comparable GAAP measure, as applicable, are provided below.

ADJUSTED NET EARNINGS (LOSS) FROM OPERATIONS

Adjusted net earnings (loss) from operations is a non-GAAP financial measure that adjusts net earnings (loss) as presented 
in the Company's consolidated Statements of Earnings (Loss), for non-operating items (after-tax). The Company considers 
adjusted net earnings (loss) from operations a key measure in evaluating its performance, as it demonstrates the Company’s 
ability to generate after-tax operating earnings from its core business areas. A reconciliation for adjusted net earnings (loss) 
from operations is presented below. 

($ millions) 2021 2020 2019

Net earnings (loss) $ 7,664 $ (435) $ 5,416

Share-based compensation, net of tax (1) 495 (86) 210

Unrealized risk management loss (gain), net of tax (2) 16 (31) 14

Unrealized foreign exchange gain, net of tax (3) (205) (116) (548)

Realized foreign exchange loss (gain), net of tax (4) 118 (166) —

Gain on acquisitions, net of tax (5) (478) (217) —

(Gain) loss from investments, net of tax (6) (132) 185 321

Other, net of tax (7) (58) 110 —

Effect of statutory tax rate and other legislative changes on deferred
 income tax liabilities (8) — — (1,618)

Non-operating items (after-tax) (244) (321) (1,621)

Adjusted net earnings (loss) from operations $ 7,420 $ (756) $ 3,795

(1) Share-based compensation includes costs incurred under the Company's Stock Option Plan and PSU plan. The fair value of the share-based compensation 
is recognized as a liability on the Company’s balance sheets and periodic changes in the fair value are recognized in net earnings (loss). Pre-tax share-based 
compensation for 2021 was an expense of $514 million (2020 – $82 million recovery; 2019 – $223 million expense). 

(2) Derivative financial instruments are recognized at fair value on the Company’s balance sheets, with changes in the fair value of non-designated hedges 
recognized in net earnings (loss). The amounts ultimately realized may be materially different than those amounts reflected in the Company's audited 
consolidated financial statements due to changes in prices of the underlying items hedged, primarily natural gas and foreign exchange. Pre-tax unrealized 
risk management loss for 2021 was $19 million (2020 – $39 million gain; 2019 – $13 million loss).

(3) Unrealized foreign exchange gains and losses result primarily from the translation of US dollar denominated long-term debt to period-end exchange rates, 
partially offset by the impact of cross currency swaps, and are recognized in net earnings (loss). Pre- and after-tax amounts for these unrealized foreign 
exchange gains are the same.

(4) During 2021, the Company repaid US$500 million of 3.45% debt securities, resulting in a pre- and after-tax foreign exchange loss of $118 million. During 
2020, the Company settled the US$500 million cross currency swaps designated as cash flow hedges of the US$500 million 3.45% US dollar debt 
securities due November 2021. The Company realized cash proceeds of $166 million on settlement. There was net zero tax impact on the settlement.

(5) During 2021, the Company completed two acquisitions resulting in a pre- and after-tax gain of $478 million. During 2020, the Company recognized a pre- 
and after-tax gain of $217 million related to the acquisition of Painted Pony.

(6) The Company’s investments in PrairieSky and IPL have been accounted for at fair value through profit and loss and are measured each period with (gains) 
losses recognized in net earnings (loss). There is net zero tax impact on these (gains) losses from investment.

(7) During 2021, the Company recognized the impact of government grant income under the provincial well-site rehabilitation programs of $75 million 
($58 million after-tax). During 2020, the Company recognized a provision in transportation, blending and feedstock expense of $143 million ($110 million 
after-tax) relating to the Keystone XL pipeline project.

(8) All substantively enacted adjustments in applicable income tax rates and other legislative changes are applied to the underlying assets and liabilities on 
the Company's balance sheets in determining deferred income tax assets and liabilities. The impact of these tax rate and other legislative changes is 
recognized in net earnings (loss) during the period the legislation is substantively enacted. During 2019, the Company's deferred corporate income tax 
liability decreased by $1,618 million, refer to "Income Taxes" section of this MD&A.
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ADJUSTED FUNDS FLOW 

Adjusted funds flow is a non-GAAP financial measure that represents cash flows from operating activities as presented in the 
Company's consolidated Statements of Cash Flows, adjusted for the net change in non-cash working capital, abandonment 
expenditures excluding the impact of government grant income under the provincial well-site rehabilitation programs, 
and movements in other long-term assets. The Company considers adjusted funds flow a key measure in evaluating its 
performance, as it demonstrates the Company’s ability to generate the cash flow necessary to fund future growth through 
capital investment and to repay debt. A reconciliation for adjusted funds flow, from cash flows from operating activities is 
presented below.

($ millions) 2021 2020 2019

Cash flows from operating activities $ 14,478 $ 4,714 $ 8,829

Net change in non-cash working capital (964) 166 1,033

Abandonment expenditures, net (1) 232 249 296

Movements in other long-term assets (2) (13) 71 109

Adjusted funds flow $ 13,733 $ 5,200 $ 10,267

(1) Non-GAAP Financial Measure. A reconciliation of abandonment expenditures, net is presented in the “Abandonment Expenditures, net” section below.

(2) Includes the unamortized cost of the share bonus program, accrued interest on subordinated debt advances to NWRP and prepaid cost of service tolls.

ADJUSTED NET EARNINGS (LOSS) FROM OPERATIONS AND ADJUSTED FUNDS FLOW, PER SHARE 
(BASIC AND DILUTED)

Adjusted net earnings (loss) from operations and adjusted funds flow, per share (basic and diluted), are non-GAAP ratios 
that represent those non-GAAP measures divided by the weighted average number of basic and diluted common shares 
outstanding for the period, respectively, as presented in note 17 to the Company's audited consolidated financial statements.

ABANDONMENT EXPENDITURES, NET

Abandonment expenditures, net, is a non-GAAP financial measure that represents the abandonment expenditures to 
settle asset retirement obligations as reflected in the Company's annual capital budget. Abandonment expenditures, net is 
calculated as abandonment expenditures, as presented in the Company's audited consolidated Statements of Cash Flows, 
adjusted for the impact of government grant income under the provincial well-site rehabilitation programs. A reconciliation of 
abandonment expenditures, net is presented below.

($ millions) 2021 2020 2019

Abandonment expenditures $ 307 $ 249 $ 296

Government grants for abandonment expenditures (75) — —

Abandonment expenditures, net $ 232 $ 249 $ 296

NETBACK

Netback is a non-GAAP ratio that represents net cash flows provided from core activities after the impact of all costs associated 
with bringing a product to market, on a per unit basis. The Company considers netback a key measure in evaluating its 
performance, as it demonstrates the efficiency and profitability of the Company's activities. Refer to the "Operating Highlights 
– Exploration and Production", "Per Unit Results – Exploration and Production", and "Per Unit Results – Oil Sands Mining and 
Upgrading" sections of this MD&A for the netback calculations on a per unit basis for crude oil and NGLs, natural gas and on 
a total barrels of oil equivalent basis.

The netback calculations include the non-GAAP financial measures: realized price and transportation, reconciled below to their 
respective line item in note 22 to the Company's audited consolidated financial statements.
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Realized price ($/bbl and $/BOE) is a non-GAAP ratio calculated as realized crude oil and NGLs sales and total realized BOE 
sales (non-GAAP financial measures) divided by respective sales volumes. Realized crude oil and NGLs sales and total realized 
BOE sales include the impact of blending costs and other by-product sales. The Company considers realized price a key 
measure in evaluating its performance, as it demonstrates the realized pricing per unit the Company obtained on the market 
for its crude oil and NGLs sales volumes and BOE sales volumes.

Reconciliations for Exploration and Production realized crude oil and NGLs sales and BOE sales and the calculations for 
realized price are presented below.

($ millions, except bbl/d and $/bbl) Q1 Q2 Q3 Q4 2021 2020 2019

Crude oil and NGLs (bbl/d)

North America 477,768 468,265 448,948 490,448 471,331 465,073 400,853

North Sea 29,566 8,939 16,028 21,360 18,942 22,852 27,171

Offshore Africa 10,843 17,932 19,402 5,624 13,452 17,017 21,056

Sales volumes 518,177 495,136 484,378 517,432 503,725 504,942 449,080

Crude oil and NGLs sales (1) (2) $ 3,373 $ 3,655 $ 3,810 $ 4,667 $ 15,505 $ 8,215 $ 11,183

Less: Blending costs (3) 916 897 777 1,202 3,792 2,321 2,155

Realized crude oil and NGLs sales $ 2,457 $ 2,758 $ 3,033 $ 3,465 $ 11,713 $ 5,894 $ 9,028

Realized price ($/bbl) $ 52.68 $ 61.20 $ 68.06 $ 72.81 $ 63.71 $ 31.90 $ 55.08

(1) Crude oil and NGLs sales in note 22 to the Company's audited consolidated financial statements.

(2) Includes other miscellaneous income in the segment.

(3) Blending costs are a component of transportation, blending and feedstock expense as reconciled below in the "Transportation - Exploration and Production" 
section.

($ millions, except BOE/d and $/BOE) Q1 Q2 Q3 Q4 2021 2020 2019

Barrels of oil equivalent (BOE/d)

North America 741,904 733,874 731,962 797,185 751,330 706,799 641,327

North Sea 30,180 9,624 16,427 21,940 19,512 24,805 31,167

Offshore Africa 12,444 20,659 20,652 7,781 15,385 19,517 25,151

Sales volumes 784,528 764,157 769,041 826,906 786,227 751,121 697,645

Barrels of oil equivalent sales (1) (2) $ 3,865 $ 4,119 $ 4,460 $ 5,581 $ 18,025 $ 9,511 $ 12,457

Less: Blending costs (3) 916 897 777 1,202 3,792 2,321 2,155

Less: Sulphur (income) expense (2) (4) (3) (12) (21) 4 (12)

Realized barrels of oil equivalent sales $ 2,951 $ 3,226 $ 3,686 $ 4,391 $ 14,254 $ 7,186 $ 10,314

Realized price ($/BOE) $ 41.80 $ 46.40 $ 52.09 $ 57.72 $ 49.67 $ 26.15 $ 40.50

(1) Barrels of oil equivalent sales includes crude oil and NGLs sales and natural gas sales in note 22 to the Company's audited consolidated  
financial statements.

(2) Includes other miscellaneous income in the segment.

(3) Blending costs are a component of transportation, blending and feedstock expense as reconciled below in the "Transportation - Exploration and  
Production" section.

REALIZED PRICE ($/BBL AND $/BOE) – EXPLORATION AND PRODUCTION
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Transportation ($/BOE, $/bbl and $/Mcf) is a non-GAAP ratio calculated as transportation (a non-GAAP financial measure) 
divided by the respective sales volumes. The Company calculates transportation to demonstrate its cost to deliver products 
to the market excluding the impact of blending costs. A reconciliation for Exploration and Production transportation and the 
calculations for transportation are presented below.

($ millions, except $ per unit amounts) Q1 Q2 Q3 Q4 2021 2020 2019

Transportation, blending and
 feedstock (1) $ 1,148 $ 1,146 $ 1,025 $ 1,461 $ 4,780 $ 3,409 $ 2,956

Less: Blending costs 916 897 777 1,202 3,792 2,321 2,155

Less: Other (2) — — — — — 143 —

Transportation $ 232 $ 249 $ 248 $ 259 $ 988 $ 945 $ 801

Transportation ($/BOE) $ 3.29 $ 3.58 $ 3.50 $ 3.40 $ 3.44 $ 3.44 $ 3.14

Amounts attributed to crude oil and
 NGLs $ 166 $ 179 $ 178 $ 187 $ 710 $ 711 $ 571

Transportation ($/bbl) $ 3.56 $ 3.98 $ 4.00 $ 3.93 $ 3.86 $ 3.85 $ 3.48

Amounts attributed to natural gas $ 66 $ 70 $ 70 $ 72 $ 278 $ 234 $ 230

Transportation ($/Mcf) $ 0.46 $ 0.48 $ 0.44 $ 0.42 $ 0.45 $ 0.43 $ 0.42

(1) Transportation, blending and feedstock in note 22 to the Company's audited consolidated financial statements.

(2) Transportation excludes the impact of a $143 million provision recognized in 2020, relating to the Keystone XL pipeline project.

NORTH AMERICA – REALIZED PRODUCT PRICES AND ROYALTIES

Realized crude oil and NGLs price ($/bbl) is a non-GAAP ratio calculated as realized crude oil and NGLs sales (non-GAAP 
financial measure) divided by sales volumes. Realized crude oil and NGLs sales include the impact of blending costs. The 
Company considers the realized crude oil and NGLs price a key measure in evaluating its performance, as it demonstrates the 
realized pricing per unit that the Company obtained on the market for its crude oil and NGLs sales volumes. 

Crude oil and NGLs royalty rate is a non-GAAP ratio that is calculated as crude oil and NGLs royalties divided by realized crude 
oil and NGLs sales. The Company considers crude oil and NGLs royalty rate a key measure in evaluating its performance, as 
it describes the Company’s royalties for crude oil and NGLs sales volumes on a per unit basis. 

A reconciliation for North America realized crude oil and NGLs sales and the calculations for realized crude oil and NGLs prices 
and the royalty rates are presented below.

($ millions, except $/bbl and royalty rates) 2021 2020 2019

Crude oil and NGLs sales (1) $ 14,478 $ 7,480 $ 9,679

Less: Blending costs (2) 3,792 2,321 2,155

Realized crude oil and NGLs sales $ 10,686 $ 5,159 $ 7,524

Realized crude oil and NGLs prices ($/bbl) $ 62.10 $ 30.31 $ 51.43

Crude oil and NGLs royalties (3) $ 1,558 $ 464 $ 959

Crude oil and NGLs royalty rates 15% 9% 13%

(1) Crude oil and NGLs sales in note 22 to the Company's audited consolidated financial statements.

(2) Blending costs are a component of transportation, blending and feedstock expense as reconciled above in the "Transportation - Exploration and  
Production" section.

(3) Item is a component of royalties in note 22 to the Company's audited consolidated financial statements.

TRANSPORTATION – EXPLORATION AND PRODUCTION
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REALIZED PRODUCT PRICES AND TRANSPORTATION – OIL SANDS MINING AND UPGRADING

Realized SCO sales price ($/bbl) is a non-GAAP ratio calculated as realized SCO sales (non-GAAP financial measure) including 
the impact of blending and feedstock costs, divided by SCO sales volumes. The Company considers realized SCO sales price 
a key measure in evaluating its performance, as it demonstrates the realized pricing per unit that the Company obtained on 
the market for its SCO sales volumes.

Transportation ($/bbl) is a non-GAAP ratio calculated as transportation (a non-GAAP financial measure) divided by SCO sales 
volumes. The Company calculates transportation to demonstrate its cost to deliver product to the market excluding the impact 
of blending and feedstock costs.

Reconciliations for Oil Sands Mining and Upgrading realized SCO sales and transportation and the calculations for realized 
SCO sales price and transportation are presented below.

($ millions, except for bbl/d and $/bbl) Q1 Q2 Q3 Q4 2021 2020 2019

SCO sales volumes (bbl/d) 469,953 366,843 467,772 483,972 447,230 415,741 397,735

Crude oil and NGLs sales (1) (2) $ 2,983 $ 2,794 $ 3,848 $ 4,408 $ 14,033 $ 7,389 $ 11,307

Less: Blending and feedstock costs 251 251 339 468 1,309 695 1,119

Realized SCO sales $ 2,732 $ 2,543 $ 3,509 $ 3,940 $ 12,724 $ 6,694 $ 10,188

Realized SCO sales price ($/bbl) $ 64.60 $ 76.19 $ 81.54 $ 88.48 $ 77.95 $ 43.98 $ 70.18

Transportation, blending and
 feedstock (3) $ 297 $ 294 $ 387 $ 527 $ 1,505 $ 881 $ 1,306

Less: Blending and feedstock costs 251 251 339 468 1,309 695 1,119

Transportation $ 46 $ 43 $ 48 $ 59 $ 196 $ 186 $ 187

Transportation ($/bbl) $ 1.10 $ 1.26 $ 1.14 $ 1.33 $ 1.21 $ 1.23 $ 1.29

(1) Crude oil and NGLs sales in note 22 to the Company's audited consolidated financial statements.

(2) Excludes other miscellaneous income not pertaining to crude oil and NGLs sales.

(3) Transportation, blending and feedstock in note 22 to the Company's audited consolidated financial statements.

NET CAPITAL EXPENDITURES

Net capital expenditures is a non-GAAP financial measure that represents cash flows used in investing activities as presented 
in the Company's audited consolidated Statements of Cash Flows, adjusted for the net change in non-cash working capital, 
proceeds from investment, the repayment of NWRP subordinated debt advances, abandonment expenditures including the 
impact of government grant income under the provincial well-site rehabilitation programs, and the settlement of long-term 
debt assumed in acquisitions. The Company considers net capital expenditures a key measure in evaluating its performance, 
as it provides an understanding of the Company’s capital spending activities in comparison to the Company’s annual capital 
budget. A reconciliation of net capital expenditures is presented below.

($ millions) 2021 2020 2019

Cash flows used in investing activities $ 3,703 $ 2,819 $ 7,255

Net change in non-cash working capital (1) 107 (383) (430)

Proceeds from investment 128 — —

Repayment of NWRP subordinated debt advances 555 124 —

Capital expenditures 4,493 2,560 6,825

Abandonment expenditures, net (2) 232 249 296

Settlement of long-term debt acquired (3) 183 397 —

Net capital expenditures $ 4,908 $ 3,206 $ 7,121

(1) Includes net working capital and other long-term assets of $195 million related to the acquisition of assets from Devon in 2019.

(2) Non-GAAP Financial Measure. A reconciliation of abandonment expenditures, net is presented in the “Abandonment Expenditures, net” section above.

(3) Relates to the settlement of long-term debt assumed in the acquisition of Storm in 2021 and Painted Pony in 2020.
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LIQUIDITY

Liquidity is a non-GAAP financial measure that represents the availability of readily available undrawn bank credit facilities, 
cash and cash equivalents, and other highly liquid assets to meet short-term funding requirements and to assist in assessing 
the Company's financial position. The following is the Company’s calculation of liquidity:

($ millions) 2021 2020 2019

Undrawn bank credit facilities $ 6,098 $ 4,958 $ 4,737

Cash and cash equivalents 744 184 139

Investments 309 305 490

Liquidity $ 7,151 $ 5,447 $ 5,366

LONG-TERM DEBT, NET

Long-term debt, net, is a capital management measure that represents long-term debt less cash and cash equivalents, as 
disclosed in note 16 to the Company's audited consolidated financial statements.

DEBT TO BOOK CAPITALIZATION

Debt to book capitalization is a capital management measure intended to enable financial statement users to evaluate the 
Company's capital structure, as disclosed in note 16 to the Company's audited consolidated financial statements.

AFTER-TAX RETURN ON AVERAGE CAPITAL EMPLOYED

After-tax return on average capital employed as defined by the Company is a non-GAAP ratio. The ratio is calculated as net 
earnings (loss) plus after-tax interest and other financing expense for the twelve month trailing period; as a percentage of 
average capital employed (defined as current and long-term debt plus shareholders' equity) for the twelve month trailing period. 
The Company considers this ratio a key measure in evaluating the Company’s ability to generate profit and the efficiency with 
which it employs capital. A reconciliation of the Company's after-tax return on average capital employed is presented below.

($ millions, except ratios) 2021 2020 2019

Interest adjusted after-tax return:

Net earnings (loss), 12 months trailing $ 7,664 $ (435) $ 5,416

Interest and other financing expense, net of tax, 12 months trailing (1) 547 571 612

Interest adjusted after-tax return $ 8,211 $ 136 $ 6,028

12 months average current portion long-term debt (2) $ 1,483 $ 1,842 $ 2,640

12 months average long-term debt (2) 16,769 20,162 19,078

12 months average common shareholders' equity (2) 34,458 33,026 33,660

12 months average capital employed $ 52,710 $ 55,030 $ 55,378

After-tax return on average capital employed 16% —% 11%

(1) The blended tax rate on interest was 23% for December 31, 2021, 24% for December 31, 2020, and 27% for December 31, 2019.

(2) For the purpose of this non-GAAP ratio, the measurement of average current and long-term debt and common shareholders equity are determined on a 
consistent basis, as an average of the opening and quarterly period end values for the 12 month trailing period for each of the periods presented.
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Other
SENSITIVITY ANALYSIS

The following table is indicative of the annualized sensitivities of cash flows from operating activities and net earnings due to 
changes in certain key variables. The analysis is based on business conditions and sales volumes during the fourth quarter of 
2021, excluding mark-to-market gains (losses) on risk management activities and is not necessarily indicative of future results. 
Each separate line item in the sensitivity analysis shows the effect of a change in that variable only with all other variables 
being held constant.

 

Cash flows 
from Operating 

Activities 
($ millions)

Cash flows 
from Operating 

Activities 
(per common 
share, basic)

 Net 
earnings 

(loss)
($ millions)

Net 
earnings 

(loss) 
(per common  
share, basic)

Price changes        

Crude oil – WTI US$1.00/bbl

Excluding financial derivatives $ 311 $ 0.26 $ 311 $ 0.26

Including financial derivatives $ 310 $ 0.26 $ 310 $ 0.26

Natural gas – AECO C$0.10/Mcf 

Excluding financial derivatives $ 31 $ 0.03 $ 31 $ 0.03

Including financial derivatives $ 27 $ 0.02 $ 27 $ 0.02

Volume changes

Crude oil – 10,000 bbl/d $ 170 $ 0.14 $ 144 $ 0.12

Natural gas – 10 MMcf/d $ 10 $ 0.01 $ 5 $ —

Foreign currency rate change

$0.01 change in US$ (1)

Including financial derivatives $ 268 $ 0.23 $ 142 $ 0.12

Interest rate change – 1% $ 13 $ 0.01 $ 13 $ 0.01

(1) For details of financial instruments in place, refer to note 19 to the Company’s audited consolidated financial statements as at December 31, 2021.

Outlook
The Company continues to implement its strategy of maintaining a large portfolio of varied projects, which the Company 
believes will enable it, over an extended period of time, to provide consistent growth in production and create shareholder 
value. Annual budgets are developed, scrutinized throughout the year and revised if necessary in the context of targeted 
financial ratios, project returns, product pricing expectations, and balance in project risk and time horizons. The Company 
maintains a high ownership level and operatorship level in all of its properties and can therefore control the nature, timing and 
extent of capital expenditures in each of its project areas.

2022 CAPITAL BUDGET

On January 11, 2022, the Company announced its 2022 base capital budget targeted at approximately $3,645 million. The 
budget also includes incremental strategic growth capital of approximately $700 million that targets to add future production 
and capacity in the Company's long life low decline thermal in situ and Oil Sands Mining and Upgrading assets.

The 2022 capital budget constitutes forward-looking statements. Refer to the "Advisory" section of this MD&A for further 
details on forward-looking statements.
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DAILY PRODUCTION BY SEGMENT, BEFORE ROYALTIES

  Q1 Q2 Q3 Q4 2021 2020 2019

Crude oil and NGLs (bbl/d)              

North America – Exploration
 and Production 478,736 478,314 454,888 478,738 472,621 460,443 405,970

North America – Oil Sands
 Mining and Upgrading (1) 468,803 361,707 468,126 493,406 448,133 417,351 395,133

North Sea 19,959 16,458 16,294 17,860 17,633 23,142 27,919

Offshore Africa 11,854 16,239 13,531 14,421 14,017 17,022 21,371

Total 979,352 872,718 952,839 1,004,425 952,404 917,958 850,393

Natural gas (MMcf/d) (2)              

North America 1,585 1,594 1,698 1,841 1,680 1,450 1,443

North Sea 4 4 2 3 3 12 24

Offshore Africa 9 16 8 13 12 15 24

Total 1,598 1,614 1,708 1,857 1,695 1,477 1,491

Barrels of oil equivalent (BOE/d)             

North America – Exploration 
 and Production 742,871 743,923 737,902 785,476 752,620 702,168 646,443

North America – Oil Sands
 Mining and Upgrading (1) 468,803 361,707 468,126 493,406 448,133 417,351 395,133

North Sea 20,574 17,143 16,694 18,441 18,203 25,095 31,915

Offshore Africa 13,455 18,966 14,781 16,577 15,950 19,522 25,466

Total 1,245,703 1,141,739 1,237,503 1,313,900 1,234,906 1,164,136 1,098,957

(1) SCO production before royalties excludes SCO consumed internally as diesel.

(2) Natural gas production volumes approximate sales volumes.
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PER UNIT RESULTS – EXPLORATION AND PRODUCTION

  Q1 Q2 Q3 Q4 2021 2020 2019

Crude oil and NGLs ($/bbl) (1)              

Realized price (2) $ 52.68 $ 61.20 $ 68.06 $ 72.81 $ 63.71 $ 31.90 $ 55.08

Transportation (2) 3.56 3.98 4.00 3.93 3.86 3.85 3.48

Realized price, net of transportation (2) 49.12 57.22 64.06 68.88 59.85 28.05 51.60

Royalties (3) 5.69 8.50 9.46 10.67 8.59 2.59 6.08

Production expense (4) 14.56 13.75 14.78 15.70 14.71 12.42 13.81

Netback (2) $ 28.87 $ 34.97 $ 39.82 $ 42.51 $ 36.55 $ 13.04 $ 31.71

Natural gas ($/Mcf) (1)

Realized price (5) $ 3.42 $ 3.17 $ 4.13 $ 5.35 $ 4.07 $ 2.40 $ 2.34

Transportation (6) 0.46 0.48 0.44 0.42 0.45 0.43 0.42

Realized price, net of transportation 2.96 2.69 3.69 4.93 3.62 1.97 1.92

Royalties (3) 0.16 0.12 0.22 0.35 0.22 0.08 0.08

Production expense (4) 1.27 1.19 1.17 1.12 1.18 1.18 1.22

Netback  (2) $ 1.53 $ 1.38 $ 2.30 $ 3.46 $ 2.22 $ 0.71 $ 0.62

Barrels of oil equivalent ($/BOE) (1)

Realized price (2) $ 41.80 $ 46.40 $ 52.09 $ 57.72 $ 49.67 $ 26.15 $ 40.50

Transportation (2) 3.29 3.58 3.50 3.40 3.44 3.44 3.14

Realized price, net of transportation (2) 38.51 42.82 48.59 54.32 46.23 22.71 37.36

Royalties (3) 4.10 5.77 6.45 7.48 5.98 1.89 4.09

Production expense (4) 12.20 11.42 11.91 12.33 11.98 10.67 11.49

Netback (2) $ 22.21 $ 25.63 $ 30.23 $ 34.51 $ 28.27 $ 10.15 $ 21.78

(1) For crude oil and NGLs and BOE sales volumes, refer to the "Non-GAAP and Other Financial Measures" section of this MD&A. For natural gas sales  
volumes, refer to the "Daily Production, before royalties" section of this MD&A. 

(2) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Calculated as royalties divided by respective sales volumes.

(4) Calculated as production expense divided by respective sales volumes.

(5) Calculated as natural gas sales divided by natural gas sales volumes.

(6) Calculated as natural gas transportation expense divided by natural gas sales volumes.

PER UNIT RESULTS – OIL SANDS MINING AND UPGRADING

  Q1 Q2 Q3 Q4 2021 2020 2019

Crude oil and NGLs ($/bbl) (1)              

Realized SCO sales price (2) $ 64.60 $ 76.19 $ 81.54 $ 88.48 $ 77.95 $ 43.98 $ 70.18

Bitumen royalties (3) 2.88 5.92 8.21 9.16 6.62 0.51 3.31

Transportation (2) 1.10 1.26 1.14 1.33 1.21 1.23 1.29

Production costs (4) 19.82 25.46 19.86 19.55 20.91 20.46 22.56

Netback (2) $ 40.80 $ 43.55 $ 52.33 $ 58.44 $ 49.21 $ 21.78 $ 43.02

(1) For SCO sales volumes, refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(2) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of this MD&A.

(3) Calculated as royalties divided by sales volumes.  

(4) Calculated as production costs divided by sales volumes.
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TRADING AND SHARE STATISTICS 

  Q1 Q2 Q3 Q4 2021 2020

TSX – C$            

Trading volume (thousands) 439,840 401,283 364,136 363,613 1,568,872 1,866,414

Share Price ($/share)          

High $ 41.05 $ 46.36 $ 46.99 $ 55.59 $ 55.59 $ 42.57

Low $ 28.67 $ 36.23 $ 37.82 $ 46.06 $ 28.67 $ 9.80

Close $ 38.85 $ 45.00 $ 46.31 $ 53.45 $ 53.45 $ 30.59

Market capitalization as at
 December 31 ($ millions)         $ 62,449 $ 36,214

Shares outstanding
 (thousands)         1,168,369 1,183,866

NYSE – US$            

Trading volume (thousands) 243,664 177,553 188,674 185,714 795,605 1,058,121

Share Price ($/share)            

High $ 32.64 $ 38.10 $ 37.39 $ 44.33 $ 44.33 $ 32.79

Low $ 22.40 $ 28.86 $ 29.53 $ 36.37 $ 22.40 $ 6.71

Close $ 30.87 $ 36.28 $ 36.54 $ 42.25 $ 42.25 $ 24.05

Market capitalization as at
 December 31 ($ millions)         $ 49,364 $ 28,472

Shares outstanding
 (thousands)         1,168,369 1,183,866
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Consolidated Financial Statements
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Management’s Report

The accompanying consolidated financial statements of Canadian Natural Resources Limited (the "Company") and all other 
information contained elsewhere in this Annual Report are the responsibility of management. The consolidated financial 
statements have been prepared by management in accordance with the accounting policies described in the accompanying 
notes. Where necessary, management has made informed judgements and estimates in accounting for transactions that 
were not complete at the balance sheet date. In the opinion of management, the financial statements have been prepared 
in accordance with International Financial Reporting Standards as issued by the International Accounting Standards Board as 
appropriate in the circumstances. The financial information presented elsewhere in the Annual Report has been reviewed to 
ensure consistency with that in the consolidated financial statements.

Management maintains appropriate systems of internal control. Policies and procedures are designed to give reasonable 
assurance that transactions are appropriately authorized and recorded, assets are safeguarded from loss or unauthorized use 
and financial records are properly maintained to provide reliable information for preparation of financial statements.

PricewaterhouseCoopers LLP, an independent firm of Chartered Professional Accountants, has been engaged, as approved 
by a vote of the shareholders at the Company’s most recent Annual General Meeting, to audit and provide their independent 
audit opinions on the following:

	■ the Company’s consolidated financial statements as at and for the year ended December 31, 2021; and
	■ the effectiveness of the Company’s internal control over financial reporting as at December 31, 2021.

Their report is presented with the consolidated financial statements.

The Board of Directors (the "Board") is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and internal controls. The Board exercises this responsibility through the Audit Committee of the Board, which is 
comprised entirely of independent directors. The Audit Committee meets with management and the independent auditors to 
satisfy itself that management responsibilities are properly discharged and to review the consolidated financial statements 
before they are presented to the Board for approval. The consolidated financial statements have been approved by the Board 
on the recommendation of the Audit Committee.

TIM S. MCKAY MARK STAINTHORPE, CFA VICTOR DAREL, CPA, CA
President Chief Financial Officer and 

Senior Vice-President, Finance
Vice-President, Finance and 
Principal Accounting Officer

Calgary, Alberta, Canada

March 2, 2022 
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Management’s Assessment of Internal Control over 
Financial Reporting 

Management of Canadian Natural Resources Limited (the "Company") is responsible for establishing and maintaining adequate 
internal control over financial reporting for the Company as defined in Rules 13a-15(f) and 15d-15(f) under the United States 
Securities Exchange Act of 1934, as amended.

Management, including the Company’s President and the Company’s Chief Financial Officer and Senior Vice-President, 
Finance, performed an assessment of the Company’s internal control over financial reporting based on the criteria established 
in Internal Control - Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway 
Commission ("COSO").

Based on the assessment, management has concluded that the Company’s internal control over financial reporting is effective 
as at December 31, 2021. Management recognizes that all internal control systems have inherent limitations. Because of its 
inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any 
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes 
in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

PricewaterhouseCoopers LLP, an independent firm of Chartered Professional Accountants, has provided an opinion on the 
Company’s internal control over financial reporting as at December 31, 2021, as stated in their accompanying Report of 
Independent Registered Public Accounting Firm.

TIM S. MCKAY MARK STAINTHORPE, CFA
President Chief Financial Officer and 

Senior Vice-President, Finance

Calgary, Alberta, Canada

March 2, 2022 
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Report of Independent Registered Public 
Accounting Firm
To the Shareholders and Board of Directors of Canadian Natural  
Resources Limited
OPINIONS ON THE FINANCIAL STATEMENTS AND INTERNAL CONTROL OVER FINANCIAL REPORTING

We have audited the accompanying consolidated balance sheets of Canadian Natural Resources Limited and its subsidiaries 
(together, the “Company”) as of December 31, 2021 and 2020, and the related consolidated statements of earnings 
(loss), comprehensive income (loss), changes in equity and cash flows for each of the three years in the period ended  
December 31, 2021, including the related notes (collectively referred to as the “consolidated financial statements”). We also 
have audited the Company's internal control over financial reporting as of December 31, 2021, based on criteria established 
in Internal Control – Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (“COSO”).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial 
position of the Company as of December 31, 2021 and 2020, and its financial performance and its cash flows for each of 
the three years in the period ended December 31, 2021 in conformity with International Financial Reporting Standards as 
issued by the International Accounting Standards Board. Also in our opinion, the Company maintained, in all material respects, 
effective internal control over financial reporting as of December 31, 2021, based on criteria established in Internal Control – 
Integrated Framework (2013) issued by the COSO.

BASIS FOR OPINIONS

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal 
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included 
in the accompanying Management’s Assessment of Internal Control over Financial Reporting. Our responsibility is to express 
opinions on the Company’s consolidated financial statements and on the Company's internal control over financial reporting 
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United 
States) (“PCAOB”) and are required to be independent with respect to the Company in accordance with the U.S. federal 
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of material 
misstatement, whether due to error or fraud, and whether effective internal control over financial reporting was maintained 
in all material respects. 

Our audits of the consolidated financial statements included performing procedures to assess the risks of material 
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that 
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures 
in the consolidated financial statements. Our audits also included evaluating the accounting principles used and significant 
estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements. Our 
audit of internal control over financial reporting included obtaining an understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of 
internal control based on the assessed risk. Our audits also included performing such other procedures as we considered 
necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

DEFINITION AND LIMITATIONS OF INTERNAL CONTROL OVER FINANCIAL REPORTING

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures 
that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to 
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and 
expenditures of the company are being made only in accordance with authorizations of management and directors of the 
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or 
disposition of the company’s assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.  
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
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CRITICAL AUDIT MATTERS 

The critical audit matter communicated below is a matter arising from the current period audit of the consolidated financial 
statements that was communicated or required to be communicated to the audit committee and that (i) relates to accounts 
or disclosures that are material to the consolidated financial statements and (ii) involved our especially challenging, subjective, 
or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the consolidated 
financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, providing a separate 
opinion on the critical audit matter or on the accounts or disclosures to which it relates. 

The impact of crude oil and natural gas reserves on property, plant and equipment assets in the North America Exploration 
and Production segment
As described in Notes 1, 4 and 7 to the Company’s consolidated financial statements, the property, plant and equipment 
(“PP&E”) balance in the North America Exploration and Production segment was $25.1 billion as of December 31, 2021. 
Depletion, depreciation and amortization (“DD&A”) expense for the North America Exploration and Production segment was 
$3.5 billion for the year ended December 31, 2021. In accordance with the Company’s accounting policies, crude oil and natural 
gas properties in the North America Exploration and Production segment, excluding certain major components, are depleted 
using the unit-of-production method based on proved reserves. Estimates of the Company’s crude oil and natural gas reserves 
are based on engineering data, estimated future prices and production costs, expected future rates of production and the 
timing and amount of future development expenditures. Management utilizes third party specialists, specifically independent 
qualified reserve evaluators, to evaluate and review its estimates of crude oil and natural gas reserves. These estimates are 
utilized for the calculation of DD&A expense.

The principal considerations for our determination that performing procedures relating to the impact of crude oil and natural 
gas reserves on PP&E assets in the North America Exploration and Production segment is a critical audit matter are that there 
was a significant amount of judgment by management, including the use of specialists, when developing the estimates, 
specifically related to the estimates of crude oil and natural gas reserves in the North America Exploration and Production 
segment. This led to a high degree of auditor judgment, effort and subjectivity in performing procedures and evaluating 
evidence obtained related to the assumptions used in developing the estimates, including estimated future prices and 
production costs, expected future rates of production, and the timing and amount of future development expenditures.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming our overall 
opinion on the consolidated financial statements. These procedures included testing the effectiveness of internal controls in 
the North America Exploration and Production segment relating to management’s estimates of the Company’s crude oil and 
natural gas reserves and the calculation of DD&A expense. The work of management’s specialists was used in performing 
the procedures to evaluate the reasonableness of the estimates of crude oil and natural gas reserves used to determine 
DD&A expense for the North America Exploration and Production segment. As a basis for using this work, the specialists’ 
qualifications were understood, and the Company’s relationship with the specialists was assessed. The procedures performed 
also included evaluation of the methods and assumptions used by the specialists, tests of data used by the specialists and 
an evaluation of the specialists’ findings. The procedures performed also included, among other, evaluating whether the 
assumptions used by management’s specialists related to estimated future prices and production costs, expected future 
rates of production, and the timing and amount of future development expenditures were reasonable considering the current 
and past performance of the Company, consistency with industry pricing forecasts, and whether they were consistent with 
evidence obtained in other areas of the audit, as applicable. Additionally, these procedures also included testing the unit-of-
production rates used to calculate DD&A expense.

Chartered Professional Accountants

Calgary, Canada
March 2, 2022 

We have served as the Company’s auditor since 1973. 
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Consolidated Balance Sheets 
As at December 31,

Note 2021 2020(millions of Canadian dollars)

ASSETS      

Current assets      

Cash and cash equivalents   $ 744 $ 184

Accounts receivable   3,111 2,190

Current income taxes receivable   — 309

Inventory 5 1,548 1,060

Prepaids and other   195 231

Investments 9 309 305

Current portion of other long-term assets 10 35 82

    5,942 4,361

Exploration and evaluation assets 6 2,250 2,436

Property, plant and equipment 7 66,400 65,752

Lease assets 8 1,508 1,645

Other long-term assets 10 565 1,082

    $ 76,665 $ 75,276

LIABILITIES      

Current liabilities      

Accounts payable   $ 803 $ 667

Accrued liabilities   3,064 2,346

Current income taxes payable   1,607 —

Current portion of long-term debt 11 1,000 1,343

Current portion of other long-term liabilities 8,12 948 722

    7,422 5,078

Long-term debt 11 13,694 20,110

Other long-term liabilities 8,12 8,384 7,564

Deferred income taxes 13 10,220 10,144

    39,720 42,896

SHAREHOLDERS’ EQUITY      

Share capital 14 10,168 9,606

Retained earnings 26,778 22,766

Accumulated other comprehensive (loss) income 15 (1) 8

    36,945 32,380

    $ 76,665 $ 75,276

Commitments and contingencies (note 20).

Approved by the Board of Directors on March 2, 2022.

 

CATHERINE M. BEST N. MURRAY EDWARDS
Chair of the Audit Committee  
and Director

Executive Chairman of the Board of Directors 
and Director
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Consolidated Statements of Earnings (Loss) 
For the years ended December 31,

(millions of Canadian dollars, except per common share amounts) Note 2021 2020 2019

Product sales 22 $ 32,854 $ 17,491 $ 24,394

Less: royalties (2,797) (598) (1,523)

Revenue 30,057 16,893 22,871

Expenses

Production 7,152 6,280 6,277

Transportation, blending and feedstock 6,604 4,498 4,699

Depletion, depreciation and amortization 7,8 5,724 6,046 5,546

Administration 366 391 344

Share-based compensation 12 514 (82) 223

Asset retirement obligation accretion 12 185 205 190

Interest and other financing expense 18 711 756 836

Risk management activities 19 36 (7) 77

Foreign exchange gain (127) (275) (570)

Gain on acquisitions 7 (478) (217) —

Income from North West Redwater Partnership 10 (400) — —

(Gain) loss from investments 9,10 (141) 171 293

    20,146 17,766 17,915

Earnings (loss) before taxes   9,911 (873) 4,956

Current income tax expense (recovery) 13 1,848 (257) 434

Deferred income tax expense (recovery) 13 399 (181) (894)

Net earnings (loss)   $ 7,664 $ (435) $ 5,416

Net earnings (loss) per common share  

Basic 17 $ 6.49 $ (0.37) $ 4.55

Diluted 17 $ 6.46 $ (0.37) $ 4.54

Consolidated Statements of Comprehensive  
Income (Loss)
For the years ended December 31,

(millions of Canadian dollars) 2021 2020 2019

Net earnings (loss) $ 7,664 $ (435) $ 5,416

Items that may be reclassified subsequently to net   
 earnings

Net change in derivative financial instruments designated  
 as cash flow hedges

Unrealized income, net of taxes of $2 million  
(2020 – $2 million, 2019 – $13 million) 15 13 99

Reclassification to net earnings (loss), net of taxes of  
$1 million (2020 – $2 million, 2019 – $5 million) (7) (15) (41)

  8 (2) 58

Foreign currency translation adjustment

Translation of net investment (17) (24) (146)

Other comprehensive loss, net of taxes (9) (26) (88)

Comprehensive income (loss) $ 7,655 $ (461) $ 5,328
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Consolidated Statements of Changes in Equity
For the years ended December 31,

(millions of Canadian dollars) Note 2021 2020 2019

Share capital 14    

Balance – beginning of year   $ 9,606 $ 9,533 $ 9,323

Issued upon exercise of stock options   707 108 360

Previously recognized liability on stock options  
 exercised for common shares   139 21 53

Purchase of common shares under Normal Course     
 Issuer Bid (284) (56) (203)

Balance – end of year   10,168 9,606 9,533

Retained earnings      

Balance – beginning of year   22,766 25,424 22,529

Net earnings (loss)   7,664 (435) 5,416

Dividends on common shares 14 (2,355) (2,008) (1,783)

Purchase of common shares under Normal Course     
 Issuer Bid 14 (1,297) (215) (738)

Balance – end of year 26,778 22,766 25,424

Accumulated other comprehensive (loss) income 15    

Balance – beginning of year   8 34 122

Other comprehensive loss, net of taxes   (9) (26) (88)

Balance – end of year   (1) 8 34

Shareholders’ equity   $ 36,945 $ 32,380 $ 34,991
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Consolidated Statements of Cash Flows  
For the years ended December 31,

(millions of Canadian dollars) Note 2021 2020 2019
Operating activities  

Net earnings (loss)   $ 7,664 $ (435) $ 5,416

Non-cash items  

Depletion, depreciation and amortization   5,724 6,046 5,546

Share-based compensation   514 (82) 223

Asset retirement obligation accretion   185 205 190

Unrealized risk management loss (gain)   19 (39) 13

Unrealized foreign exchange gain   (205) (116) (548)

Gain on acquisitions (478) (217) —

(Gain) loss from investments (132) 185 321

Deferred income tax expense (recovery)   399 (181) (894)

Realized foreign exchange loss (gain) 118 (166) —

Other   13 (71) (109)

Abandonment expenditures   (307) (249) (296)

Net change in non-cash working capital 21 964 (166) (1,033)

Cash flows from operating activities   14,478 4,714 8,829

Financing activities  

(Repayment) issuance of bank credit facilities and 
 commercial paper, net 11,21 (6,151) 338 2,025

Repayment of medium-term notes 11,21 — (1,100) (1,000)

(Repayment) issuance of US dollar debt securities 11,21 (628) 1,481 —

Settlement of long-term debt acquired 7 (183) (397) —

Proceeds on settlement of cross currency swaps — 166 —

Payment of lease liabilities 8 (209) (225) (237)

Issue of common shares on exercise of stock options   707 108 360

Dividends on common shares (2,170) (1,950) (1,743)

Purchase of common shares under Normal Course Issuer Bid (1,581) (271) (941)

Cash flows used in financing activities   (10,215) (1,850) (1,536)

Investing activities

Net expenditures on exploration and evaluation assets 6,21 (1) (5) (73)

Net expenditures on property, plant and equipment 7,22 (4,492) (2,555) (3,535)

Acquisition of Devon Canada Corporation assets 6,7 — — (3,412)

Proceeds from investment 9 128 — —

Repayment of North West Redwater Partnership 
 subordinated debt advances 10 555 124 —

Net change in non-cash working capital 21 107 (383) (235)

Cash flows used in investing activities   (3,703) (2,819) (7,255)

Increase in cash and cash equivalents   560 45 38

Cash and cash equivalents – beginning of year   184 139 101

Cash and cash equivalents – end of year   $ 744 $ 184 $ 139

Interest paid on long-term debt, net   $ 672 $ 745 $ 865

Income taxes (received) paid   $ (62) $ (29) $ 445
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Notes to the Consolidated Financial Statements
(tabular amounts in millions of Canadian dollars, unless otherwise stated)

1. Accounting Policies 
Canadian Natural Resources Limited (the "Company") is a senior independent crude oil and natural gas exploration, development 
and production company. The Company’s exploration and production operations are focused in North America, largely in 
Western Canada; the United Kingdom ("UK") portion of the North Sea; and Côte d’Ivoire and South Africa in Offshore Africa.

The "Oil Sands Mining and Upgrading" segment produces synthetic crude oil through bitumen mining and upgrading operations 
at Horizon Oil Sands ("Horizon") and through the Company's direct and indirect interest in the Athabasca Oil Sands Project 
("AOSP").

Within Western Canada, in the "Midstream and Refining" segment, the Company maintains certain activities that include 
pipeline operations, an electricity co-generation system and an investment in the North West Redwater Partnership ("NWRP"), 
a general partnership formed to upgrade and refine bitumen in the Province of Alberta.

The Company was incorporated in Alberta, Canada. The address of its registered office is 2100, 855 - 2 Street S.W., Calgary, 
Alberta, Canada. 

The Company’s consolidated financial statements and the related notes have been prepared in accordance with International 
Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards Board ("IASB"). The accounting 
policies adopted by the Company under IFRS are set out below. The Company has consistently applied the same accounting 
policies throughout all periods presented, except where IFRS permits new accounting standards to be adopted prospectively. 
Changes in the Company's accounting policies are discussed in note 2.

(A) PRINCIPLES OF CONSOLIDATION

The consolidated financial statements have been prepared under the historical cost basis, unless otherwise required.

The consolidated financial statements include the accounts of the Company and all of its subsidiary companies and wholly 
owned partnerships. Subsidiaries include all entities over which the Company has control. Subsidiaries are consolidated from 
the date on which the Company obtains control. They are deconsolidated from the date that control ceases.

Certain of the Company’s activities are conducted through joint arrangements in which two or more parties have joint control. 
Where the Company has determined that it has a direct ownership interest in jointly controlled assets and obligations for the 
liabilities (a "joint operation"), the assets, liabilities, revenue and expenses related to the joint operation are included in the 
consolidated financial statements in proportion to the Company’s interest. Where the Company has determined that it has 
an interest in jointly controlled entities (a "joint venture"), it uses the equity method of accounting. Under the equity method, 
the Company’s initial and subsequent investments are recognized at cost and subsequently adjusted for the Company’s share 
of the joint venture’s income or loss, less distributions received. If the Company’s share of the joint venture’s loss equals 
or exceeds its interest in the joint venture, the Company discontinues recognizing its share of further losses. The Company 
resumes recognizing profits when its share of profits exceeds the accumulated share of losses not recognized.

Joint ventures accounted for using the equity method of accounting are tested for impairment whenever objective evidence 
indicates that the carrying amount of the investment may not be recoverable. Indications of impairment include a history of 
losses, significant capital expenditure overruns, liquidity concerns, financial restructuring of the investee or significant adverse 
changes in the technological, economic or legal environment. The amount of the impairment is measured as the difference 
between the carrying amount of the investment and the higher of its fair value less costs of disposal and its value in use. 
Impairment losses are reversed in subsequent periods if the amount of the loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognized.

(B) SEGMENTED INFORMATION

Operating segments have been determined based on the nature of the Company’s activities and the geographic locations 
in which the Company operates, and are consistent with the level of information regularly provided to and reviewed by the 
Company’s chief operating decision makers.

(C) CASH AND CASH EQUIVALENTS

Cash comprises cash on hand and demand deposits. Other investments (term deposits and certificates of deposit) with 
an original term to maturity at purchase of three months or less are reported as cash equivalents in the consolidated  
balance sheets.
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(D) INVENTORY

Inventory is primarily comprised of product inventory, materials and supplies and other inventory, including emissions credits, and is 
carried at the lower of cost and net realizable value. Product inventory is comprised of crude oil held for sale, including pipeline linefill 
and crude oil stored in floating production, storage and offloading vessels ("FPSO"). Cost of product inventory consists of purchase 
costs, direct production costs, directly attributable overhead and depletion, depreciation and amortization and is determined on a 
first-in, first-out basis. Net realizable value for product inventory is determined by reference to forward prices. Cost for materials and 
supplies consists of purchase costs and is based on a first-in, first-out or an average cost basis. Net realizable value for materials 
and supplies and other inventory is determined by reference to current market prices. Emissions credit inventory generated in the 
normal course of business is initially measured in accordance with the Company's accounting policy for government grants.

(E) EXPLORATION AND EVALUATION ASSETS

Exploration and evaluation ("E&E") assets consist of the Company’s crude oil and natural gas exploration projects that are 
pending the determination of proved reserves.

E&E costs are initially capitalized and include costs directly associated with the acquisition of licenses, technical services and 
studies, seismic acquisition, exploration drilling and evaluation, overhead and administration expenses, and the estimate of 
any asset retirement costs. E&E costs do not include general prospecting or evaluation costs incurred prior to having obtained 
the legal rights to explore an area. These costs are recognized in net earnings.

Once the technical feasibility and commercial viability of E&E assets are determined and a development decision is made by 
management, the E&E assets are tested for impairment upon reclassification to property, plant and equipment. The technical 
feasibility and commercial viability of extracting a mineral resource is considered to be determined when an assessment of 
proved reserves is made. An E&E asset is derecognized upon disposal or when no future economic benefits are expected 
to arise from its use. Any gain or loss arising on derecognition of the asset is recognized in net earnings within depletion, 
depreciation and amortization.

E&E assets are also tested for impairment when facts and circumstances suggest that the carrying amount of E&E assets 
may exceed their recoverable amount, by comparing the relevant costs to the fair value of the related Cash Generating Units 
("CGUs"), aggregated at a segment level. Indications of impairment include leases approaching expiry, the existence of low 
benchmark commodity prices for an extended period of time, significant downward revisions in estimated probable reserves 
volumes, significant increases in estimated future exploration or development expenditures, or significant adverse changes in 
the applicable legislative or regulatory frameworks.

(F) PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment is measured at cost less accumulated depletion and depreciation and impairment provisions. 
Assets under construction are not depleted or depreciated until available for their intended use. 

Exploration and Production
The cost of an asset comprises its acquisition costs, construction and development costs, costs directly attributable to bringing 
the asset into operation, the estimate of any asset retirement costs, and applicable borrowing costs. Property acquisition costs 
are comprised of the aggregate amount paid and the fair value of any other consideration given to acquire the asset.

When significant components of an item of property, plant and equipment, including crude oil and natural gas interests, have 
different useful lives, they are accounted for separately.

Crude oil and natural gas properties are depleted using the unit-of-production method over proved reserves, except for 
certain major components, which are depreciated using a straight-line method over their estimated useful lives. The unit-of-
production depletion rate takes into account expenditures incurred to date, together with future development expenditures 
required to develop proved reserves.

Oil Sands Mining and Upgrading
Capitalized costs for the Oil Sands Mining and Upgrading segment are reported separately from the Company’s North America 
Exploration and Production segment. Capitalized costs include acquisition costs, construction and development costs,  
costs directly attributable to bringing the asset into operation, the estimate of any asset retirement costs, and applicable 
borrowing costs. 

Mine-related costs are depleted using the unit-of-production method based on proved reserves. Costs of the upgraders and 
related infrastructure located on the Horizon and AOSP sites are depreciated on the unit-of-production method based on the 
estimated productive capacity of the respective upgraders and related infrastructure. Other equipment is depreciated on a 
straight-line basis over its estimated useful life ranging from 2 to 20 years.

Midstream, Refining and Head Office
The Company capitalizes all costs that expand the capacity or extend the useful life of the midstream, refining and head office 
assets. Midstream and Refining assets are depreciated on a straight-line basis over their estimated useful lives ranging from 
5 to 30 years. Head office assets are depreciated on a declining balance basis.
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Useful lives
The depletion rates and expected useful lives of property, plant and equipment are reviewed on an annual basis, with changes 
in depletion rates and useful lives accounted for prospectively.

Derecognition
A property, plant and equipment asset is derecognized upon disposal or when no future economic benefits are expected to 
arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset (calculated as the difference 
between the net disposal proceeds and the carrying amount of the asset) is recognized in net earnings within depletion, 
depreciation and amortization.

Major maintenance expenditures
Inspection costs associated with major maintenance turnarounds are capitalized and depreciated over the period to the next 
major maintenance turnaround. Maintenance costs are expensed as incurred.

Impairment
The Company assesses property, plant and equipment for impairment whenever events or changes in circumstances indicate 
that the carrying amount of an asset or group of assets may not be recoverable. Indications of impairment include the existence 
of low benchmark commodity prices for an extended period of time, significant downward revisions of estimated reserves 
volumes, significant increases in estimated future development expenditures, or significant adverse changes in the applicable 
legislative or regulatory frameworks. If an indication of impairment exists, the Company performs an impairment test related 
to the assets. Individual assets are grouped for impairment assessment purposes into CGUs, which are the lowest level at 
which there are identifiable cash inflows that are largely independent of the cash inflows of other groups of assets. A CGU's 
recoverable amount is the higher of its fair value less costs of disposal and its value in use. Where the carrying amount of a 
CGU exceeds its recoverable amount, the CGU is considered impaired and is written down to its recoverable amount through 
depletion, depreciation and amortization expense.

In subsequent periods, an assessment is made at each reporting date to determine whether there is any indication that 
previously recognized impairment losses may no longer exist or may have decreased. If such indication exists, the recoverable 
amount is re-estimated and the net carrying amount of the asset is increased to its revised recoverable amount. The revised 
recoverable amount cannot exceed the carrying amount that would have been determined, net of depletion, depreciation and 
amortization, had no impairment loss been recognized for the asset in prior periods. A reversal of impairment is recognized in 
net earnings. After a reversal, the depletion, depreciation and amortization charge is adjusted in future periods to allocate the 
asset’s revised carrying amount over its remaining useful life. 

(G) BUSINESS COMBINATIONS

Business combinations are accounted for using the acquisition method. Assets acquired and liabilities assumed in a business 
combination are recognized at their fair value at the date of the acquisition. Any excess of the consideration paid over the fair 
value of the net assets acquired is recognized as an asset. Any excess of the fair value of the net assets acquired over the 
consideration paid is recognized in net earnings.

(H) OVERBURDEN REMOVAL COSTS 

Overburden removal costs incurred during the initial development of a mine at Horizon and AOSP are capitalized to property, 
plant and equipment. Overburden removal costs incurred during the production of a mine are included in the cost of inventory, 
unless the overburden removal activity has resulted in a probable inflow of future economic benefits to the Company, in which 
case the costs are capitalized to property, plant and equipment. Capitalized overburden removal costs are depleted over the 
life of the mining reserves that directly benefit from the overburden removal activity.

(I) CAPITALIZED BORROWING COSTS

Borrowing costs attributable to the acquisition, construction or production of qualifying assets are capitalized to the cost of 
those assets until such time as the assets are substantially available for their intended use. Qualifying assets are comprised of 
those significant assets that require a period greater than one year to be available for their intended use. All other borrowing 
costs are recognized in net earnings.

(J) LEASES

At inception of a contract, the Company assesses whether a contract is, or contains a lease. A contract is, or contains a lease 
if the contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration. To 
assess whether a contract conveys the right to control the use of an identified asset, the Company assesses whether: the 
contract involves the use of an identified asset; the Company has the right to obtain substantially all of the economic benefits 
from the use of the asset throughout the period of use; and, the Company has the right to direct the use of the asset.
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The Company recognizes a lease asset and a lease liability at the commencement date of the lease contract, which is the 
date that the lease asset is available to the Company. The lease asset is initially measured at cost. The cost of a lease asset 
includes the amount of the initial measurement of the lease liability, lease payments made prior to the commencement date, 
initial direct costs and estimates of the asset retirement obligation, if any. Subsequent to initial recognition, the lease asset is 
depreciated using the straight-line method over the earlier of the end of the useful life of the lease asset or the lease term. 

Lease liabilities are initially measured at the present value of lease payments discounted at the rate implicit in the lease, or if not 
readily determinable, the Company's incremental borrowing rate. Lease payments include fixed lease payments, variable lease 
payments based on indices or rates, residual value guarantees, and purchase options expected to be exercised. Subsequent 
to initial recognition, the lease liability is measured at amortized cost using the effective interest method. Lease liabilities are 
remeasured if there are changes in the lease term or if the Company changes its assessment of whether it is reasonably certain 
it will exercise a purchase, extension or termination option. Lease liabilities are also remeasured if there are changes in the 
estimate of the amounts payable under the lease due to changes in indices or rates, or residual value guarantees.

Lease assets are reported in a separate caption in the consolidated balance sheet. Lease liabilities are reported within other 
long-term liabilities in the consolidated balance sheet.

Depreciation on lease assets used in the construction of property, plant and equipment is capitalized to the cost of  
those assets over their period of use until such time as the property, plant and equipment is substantially available for its 
intended use. 

Where the Company acts as the operator of a joint operation, the Company recognizes 100% of the related lease asset and 
lease liability. As the Company recovers its joint operation partners' share of the costs of the lease contract, these recoveries 
are recognized as other income in the consolidated statements of earnings.

(K) ASSET RETIREMENT OBLIGATIONS

The Company provides for asset retirement obligations on all of its property, plant and equipment and certain exploration and 
evaluation assets based on current legislation and industry operating practices. Provisions for asset retirement obligations 
related to property, plant and equipment are recognized as a liability in the period in which they are incurred. Provisions are 
measured at the present value of management’s best estimate of expenditures required to settle the obligation as at the 
date of the balance sheets. Subsequent to the initial measurement, the obligation is adjusted to reflect the passage of time, 
changes in credit adjusted interest rates, and changes in the estimated future cash flows underlying the obligation.  The 
increase in the provision due to the passage of time is recognized as asset retirement obligation accretion expense, whereas 
changes due to discount rates or estimated future cash flows are capitalized to or derecognized from property, plant and 
equipment. Actual costs incurred upon settlement of the asset retirement obligation are charged against the provision.

(L) FOREIGN CURRENCY TRANSLATION

Functional and presentation currency
Items included in the financial statements of the Company’s subsidiary companies and partnerships are measured using the 
currency of the primary economic environment in which the subsidiary operates (the "functional currency"). The consolidated 
financial statements are presented in Canadian dollars, which is the Company’s functional currency.

The assets and liabilities of subsidiaries that have a functional currency different from that of the Company are translated into 
Canadian dollars at the closing rate at the date of the balance sheets, and revenue and expenses are translated at the average 
rate for the period. Cumulative foreign currency translation adjustments are recognized in other comprehensive income.

When the Company disposes of its entire interest in a foreign operation, or loses control, joint control, or significant influence 
over a foreign operation, the foreign currency gains or losses accumulated in other comprehensive income related to the 
foreign operation are recognized in net earnings.

Transactions and balances
Foreign currency transactions are translated into the functional currency of the Company and its subsidiaries and partnerships 
using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the 
settlement of foreign currency transactions and from the translation at balance sheet date exchange rates of monetary assets 
and liabilities denominated in currencies other than the functional currency are recognized in net earnings.

(M) REVENUE RECOGNITION AND COSTS OF GOODS SOLD

Revenue from the sale of crude oil and NGLs and natural gas products is recognized when performance obligations in the sales 
contract are satisfied and it is probable that the Company will collect the consideration to which it is entitled. Performance 
obligations are generally satisfied at the point in time when the product is delivered to a location specified in a contract and 
control passes to the customer. The Company assesses customer creditworthiness, both before entering into contracts and 
throughout the revenue recognition process. 

Contracts for sale of the Company’s products generally have terms of less than a year, with certain contracts extending 
beyond one year. Contracts in North America generally specify delivery of crude oil and NGLs and natural gas throughout the 
term of the contract. Contracts in the North Sea and Offshore Africa generally specify delivery of crude oil at a point in time.
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Sales of the Company’s crude oil and NGLs and natural gas products to customers are made pursuant to contracts based 
on prevailing commodity pricing at or near the time of delivery and volumes of product delivered. Revenues are typically 
collected in the month following delivery and accordingly, the Company has elected to apply the practical expedient to not 
adjust consideration for the effects of a financing component. Purchases and sales of crude oil and NGLs and natural gas with 
the same counterparty, made to facilitate sales to customers or potential customers, that are entered into in contemplation of 
one another, are combined and recorded as non-monetary exchanges and measured at the net settlement amount.

Revenue in the consolidated statement of earnings represents the Company’s share of product sales net of royalty payments 
to governments and other mineral interest owners. The Company discloses the disaggregation of revenues from sales of 
crude oil and NGLs and natural gas in the segmented information in note 22. Related costs of goods sold are comprised of 
production, transportation, blending and feedstock, and depletion, depreciation and amortization expenses. These amounts 
have been separately presented in the consolidated statements of earnings.

(N) PRODUCTION SHARING CONTRACTS 

Production generated from Côte d’Ivoire in Offshore Africa is shared under the terms of various Production Sharing Contracts 
("PSCs"). Product sales are divided into cost recovery oil and profit oil. Cost recovery oil allows the Company to recover its capital 
and production costs and the costs carried by the Company on behalf of the respective government state oil companies (the 
"Governments"). Profit oil is allocated to the joint venture partners in accordance with their respective equity interests, after a 
portion has been allocated to the Governments. The Governments’ share of profit oil attributable to the Company’s equity interest 
is allocated to royalty expense and current income tax expense in accordance with the terms of the respective PSCs.

(O) INCOME TAX

The Company follows the liability method of accounting for income taxes. Under this method, deferred income tax assets and 
liabilities are recognized based on the estimated income tax effects of temporary differences in the carrying amount of assets 
and liabilities in the consolidated financial statements and their respective tax bases.

Deferred income tax assets and liabilities are calculated using the substantively enacted income tax rates that are expected 
to apply when the asset or liability is recovered. Deferred income tax assets or liabilities are not recognized when they arise 
on the initial recognition of an asset or liability in a transaction (other than in a business combination) that, at the time of the 
transaction, affects neither accounting nor taxable profit. Deferred income tax assets or liabilities are also not recognized on 
possible future distributions of retained earnings of subsidiaries where the timing of the distribution can be controlled by the 
Company and it is probable that a distribution will not be made in the foreseeable future, or when distributions can be made 
without incurring income taxes.

Deferred income tax assets for deductible temporary differences and tax loss carryforwards are recognized to the extent that 
it is probable that future taxable profits will be available against which the temporary differences or tax loss carryforwards 
can be utilized. The carrying amount of deferred income tax assets is reviewed at each reporting date, and is reduced if it is 
no longer probable that sufficient future taxable profits will be available against which the temporary differences or tax loss 
carryforwards can be utilized.

Current income tax is calculated based on net earnings for the period, adjusted for items that are non-taxable or taxed in 
different periods, using income tax rates that are substantively enacted at each reporting date. Income taxes are recognized 
in net earnings or other comprehensive income, consistent with the items to which they relate.

(P) SHARE-BASED COMPENSATION

The Company’s Stock Option Plan (the "Option Plan") provides current employees with the right to elect to receive common 
shares or a cash payment in exchange for stock options surrendered. The liability for awards granted to employees is initially 
measured based on the grant date fair value of the awards and the number of awards expected to vest. The awards are 
remeasured each reporting period for subsequent changes in the fair value of the liability. Fair value is determined using the 
Black-Scholes valuation model under a graded vesting method. Expected volatility is estimated based on historic results. 
When stock options are surrendered for cash, the cash settlement paid reduces the outstanding liability. When stock options 
are exercised for common shares under the Option Plan, consideration paid by the employee and any previously recognized 
liability associated with the stock options are recorded as share capital. 

The Performance Share Unit ("PSU") plan provides certain executive employees of the Company with the right to receive a 
cash payment, the amount of which is determined by individual employee performance and the extent to which certain other 
performance measures are met. PSUs vest three years from original grant date. The liability for PSUs is initially measured 
in reference to the Company's stock price and the number of awards expected to vest and is remeasured at each reporting 
period for changes in the fair value of the liability.

The unamortized costs of employer contributions to the Company’s share bonus program are included in other  
long-term assets.
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(Q) FINANCIAL INSTRUMENTS

The Company classifies its financial instruments into one of the following categories: financial assets at amortized cost; financial 
liabilities at amortized cost; and fair value through profit or loss. All financial instruments are measured at fair value on initial 
recognition. Measurement in subsequent periods is dependent on the classification of the respective financial instrument.

Fair value through profit or loss financial instruments are subsequently measured at fair value with changes in fair value recognized 
in net earnings. All other categories of financial instruments are measured at amortized cost using the effective interest method.

Cash and cash equivalents, accounts receivable and certain other long-term assets are classified as financial assets at 
amortized cost since it is the Company’s intention to hold these assets to maturity and the related cash flows are solely 
comprised of payments of principal and interest. Investments in publicly traded shares are classified as fair value through 
profit or loss. Accounts payable, accrued liabilities, certain other long-term liabilities, and long-term debt are classified as 
financial liabilities at amortized cost. Risk management assets and liabilities are classified as fair value through profit or loss.

Financial assets and liabilities are also categorized using a three-level hierarchy that reflects the significance of the inputs used 
in making fair value measurements for these assets and liabilities. The fair values of financial assets and liabilities included 
in Level 1 are determined by reference to quoted prices in active markets for identical assets and liabilities. Fair values of 
financial assets and liabilities in Level 2 are based on inputs other than Level 1 quoted prices that are observable for the asset 
or liability either directly (as prices) or indirectly (derived from prices). The fair values of Level 3 financial assets and liabilities 
are not based on observable market data. The disclosure of the fair value hierarchy excludes financial assets and liabilities 
where book value approximates fair value due to the liquid nature of the asset or liability.

Transaction costs in respect of financial instruments at fair value through profit or loss are recognized in net earnings. 
Transaction costs in respect of other financial instruments are included in the initial measurement of the financial instrument.

Impairment of financial assets
At each reporting date, on a forward looking basis, the Company assesses the expected credit losses associated with its 
financial assets carried at amortized cost. Expected credit losses are measured as the difference between the cash flows that 
are due to the Company and the cash flows that the Company expects to receive, discounted at the effective interest rate 
determined at initial recognition. For trade accounts receivable, the Company applies the simplified approach permitted by 
IFRS 9, which requires expected lifetime credit losses to be recognized from initial recognition of the receivables. To measure 
expected credit losses, accounts receivable are grouped based on the number of days the receivables have been outstanding 
and internal credit assessments of the customers. Credit risk for longer-term receivables is assessed based on an external 
credit rating of the counterparty. For longer-term receivables with credit risk that has not increased significantly since the date 
of recognition, the Company measures the expected credit loss as the 12-month expected credit loss.

Changes in the provision for expected credit loss are recognized in net earnings.

(R) RISK MANAGEMENT ACTIVITIES

The Company periodically uses derivative financial instruments to manage its commodity price, foreign currency and interest rate 
exposures. These financial instruments are entered into solely for hedging purposes and are not used for speculative purposes. 
All derivative financial instruments are recognized in the consolidated balance sheets at their estimated fair value. The estimated 
fair value of derivative financial instruments has been determined based on appropriate internal valuation methodologies and/or 
third party indications. Fair values determined using valuation models require the use of assumptions concerning the amount and 
timing of future cash flows, discount rates and credit risk. In determining these assumptions, the Company primarily relied on 
external, readily-observable market inputs including quoted commodity prices and volatility, interest rate yield curves, and foreign 
exchange rates. The carrying amount of a risk management liability is adjusted for the Company’s own credit risk.

The Company documents all derivative financial instruments that are formally designated as hedging transactions at the 
inception of the hedging relationship, in accordance with the Company’s risk management policies. The effectiveness of the 
hedging relationship is evaluated, both at inception of the hedge and on an ongoing basis.

The Company periodically enters into commodity price contracts to manage anticipated sales and purchases of crude oil 
and natural gas in order to protect its cash flow for its capital expenditure programs. The effective portion of changes in the 
fair value of derivative commodity price contracts formally designated as cash flow hedges is initially recognized in other 
comprehensive income and is reclassified to risk management activities in net earnings in the same period or periods in 
which the commodity is sold or purchased. The ineffective portion of changes in the fair value of these designated contracts is 
recognized in risk management activities in net earnings. All changes in the fair value of non-designated crude oil and natural 
gas commodity price contracts are recognized in risk management activities in net earnings.

The Company periodically enters into interest rate swap contracts to manage its fixed to floating interest rate mix on certain 
long-term debt instruments. The interest rate swap contracts require the periodic exchange of payments without the exchange 
of the notional principal amounts on which the payments are based. Changes in the fair value of interest rate swap contracts 
designated as fair value hedges and corresponding changes in the fair value of the hedged long-term debt are recognized in 
interest expense in net earnings. Changes in the fair value of non-designated interest rate swap contracts are recognized in 
risk management activities in net earnings.
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Upon termination of an interest rate swap designated as a fair value hedge, the interest rate swap is derecognized in the 
consolidated balance sheets and the related long-term debt hedged is no longer revalued for subsequent changes in fair value 
due to interest rates changes. The fair value adjustment due to interest rates on the long-term debt at the date of termination 
of the interest rate swap is amortized to interest expense over the remaining term of the long-term debt.

Cross currency swap contracts are periodically used to manage currency exposure on US dollar denominated long-term debt. 
The cross currency swap contracts require the periodic exchange of payments with the exchange at maturity of notional 
principal amounts on which the payments are based. Changes in the fair value of the foreign exchange component of cross 
currency swap contracts designated as cash flow hedges related to the notional principal amounts are recognized in foreign 
exchange gains and losses in net earnings. The effective portion of changes in the fair value of the interest rate component of 
cross currency swap contracts designated as cash flow hedges is initially recognized in other comprehensive income and is 
reclassified to interest expense when the hedged item is recognized in net earnings, with the ineffective portion recognized 
in risk management activities in net earnings. Changes in the fair value of non-designated cross currency swap contracts are 
recognized in risk management activities in net earnings.

Realized gains or losses on the termination of financial instruments that have been designated as cash flow hedges are deferred 
under accumulated other comprehensive income and amortized into net earnings in the periods in which the underlying hedged 
items are recognized. In the event a designated hedged item is sold, extinguished or matures prior to the termination of the 
related derivative instrument, any unrealized derivative gain or loss is recognized in net earnings. Realized gains or losses on the 
termination of financial instruments that have not been designated as hedges are recognized in net earnings.

Foreign currency forward contracts are periodically used to manage foreign currency cash requirements. The foreign currency 
forward contracts involve the purchase or sale of an agreed upon amount of US dollars at a specified future date at forward 
exchange rates. Changes in the fair value of foreign currency forward contracts designated as cash flow hedges are initially 
recorded in other comprehensive income and are reclassified to foreign exchange gains and losses when the hedged item is 
recognized in net earnings. Changes in the fair value of non-designated foreign currency forward contracts are recognized in 
risk management activities in net earnings.

Embedded derivatives are derivatives that are included in a non-derivative host contract. Embedded derivatives are recorded 
at fair value separately from the host contract when their economic characteristics and risks are not clearly and closely related 
to the host contract, except when the host contract is an asset.

(S) GOVERNMENT GRANTS

The Company receives or is eligible for government grants, including emissions credits and grants introduced in response to 
the impact of the novel coronavirus ("COVID-19"). Government grants are recognized in net earnings when there is reasonable 
assurance that the Company will comply with the conditions attached to the grant and the grant will be received. Emissions 
performance and offset credits generated under the Alberta Technology Innovation and Emissions Reduction (“TIER”) 
regulation are initially recorded at the value prescribed by the Alberta TIER fund compliance rates in effect at the time the 
credits are recognized.

(T) COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss) is comprised of the Company’s net earnings and other comprehensive income (loss). Other 
comprehensive income (loss) includes the effective portion of changes in the fair value of derivative financial instruments designated 
as cash flow hedges and foreign currency translation gains and losses arising from the net investment in foreign operations that do 
not have a Canadian dollar functional currency. Other comprehensive income (loss) is shown net of related income taxes.

(U) PER COMMON SHARE AMOUNTS

The Company calculates basic earnings per common share by dividing net earnings by the weighted average number of 
common shares outstanding during the period. As the Company’s Option Plan allows for the settlement of stock options in 
either cash or shares at the option of the holder, diluted earnings per common share is calculated using the more dilutive of 
cash settlement or share settlement under the treasury stock method.

(V) SHARE CAPITAL

Common shares are classified as equity. Costs directly attributable to the issue of new shares or options are included in equity 
as a deduction from proceeds, net of tax. When the Company acquires its own common shares, share capital is reduced 
by the average carrying value of the shares purchased. The excess of the purchase price over the average carrying value is 
recognized as a reduction of retained earnings. Shares are cancelled upon purchase.

(W) DIVIDENDS

Dividends on common shares are recognized in the Company’s financial statements in the period in which the dividends are 
declared by the Board of Directors.
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2. Changes in Accounting Policies
In August 2020, the IASB issued Interest Rate Benchmark Reform (Phase 2) in response to the Financial Stability Board's 
mandated reforms to InterBank Offered Rates ("IBORs"), with financial regulators proposing that current IBOR benchmark 
rates be replaced by a number of new local currency denominated alternative benchmark rates. The Company adopted 
the amendments on January 1, 2021. Adoption of these amendments did not have a significant impact on the Company's  
financial statements.

3. Accounting Standards Issued But Not Yet Applied
In May 2020, the IASB issued amendments to IAS 16 “Property, Plant and Equipment” to require proceeds received from 
selling items produced while the entity is preparing the asset for its intended use to be recognized in net earnings, rather than 
as a reduction in the cost of the asset. The amendments were adopted January 1, 2022 and did not have a significant impact 
on the Company's consolidated financial statements.

In January 2020, the IASB issued amendments to IAS 1 "Presentation of Financial Statements" to clarify that liabilities are 
classified as either current or non-current, depending on the existence of the substantive right at the end of the reporting 
period for an entity to defer settlement of the liability for at least twelve months after the reporting period. The amendments 
are effective January 1, 2023 with early adoption permitted. The amendments are required to be adopted retrospectively. The 
Company is assessing the impact of these amendments on its consolidated financial statements.

In February 2021 the IASB issued amendments to IAS 1 to require entities to disclose their material accounting policy 
information rather than their significant accounting policies. To support this amendment the IASB also amended IFRS 
Practice Statement 2 “Making Materiality Judgements”. The amendments are effective January 1, 2023 with earlier adoption  
permitted. The Company is assessing the impact of this amendment on its accounting policy disclosure.

In May 2021, the IASB issued amendments to IAS 12 "Income Taxes" to require companies to recognize deferred tax on 
particular transactions that, on initial recognition, give rise to equal amounts of taxable and deductible temporary differences. 
The amendments are effective January 1, 2023 with early adoption permitted. The amendments are required to be adopted 
retrospectively. The Company is assessing the impact of these amendments on its consolidated financial statements.

4. Critical Accounting Estimates and Judgements 
The Company has made estimates, assumptions and judgements regarding certain assets, liabilities, revenues and expenses 
in the preparation of the consolidated financial statements, primarily related to unsettled transactions and events as of the 
date of the consolidated financial statements. Accordingly, actual results may differ from estimated amounts. The estimates, 
assumptions and judgements that have a significant risk of causing a material adjustment to the carrying amounts of assets 
and liabilities within the next financial year are addressed below.

(A) CRUDE OIL AND NATURAL GAS RESERVES 

Purchase price allocations, depletion, depreciation and amortization, asset retirement obligations, and amounts used in 
impairment calculations are based on estimates of crude oil and natural gas reserves. Reserves estimates are based on 
engineering data, estimated future prices and production costs, expected future rates of production, and the timing and 
amount of future development expenditures, all of which are subject to many uncertainties, interpretations and judgements 
including the potential impact of climate related matters and in accordance with related government regulations. The Company 
expects that, over time, its reserves estimates will be revised upward or downward based on updated information.

(B) ASSET RETIREMENT OBLIGATIONS

The Company provides for asset retirement obligations on its property, plant and equipment based on current legislation and 
operating practices. Estimated future costs include assumptions of dates of future abandonment and technological advances 
and estimates of future inflation rates and discount rates. Actual costs may vary from the estimated provision due to changes 
in environmental legislation, the impact of inflation, changes in technology, changes in operating practices, changes in the date 
of abandonment due to changes in reserves life, and the potential impact of climate related matters and in accordance with 
related government regulations. These differences may have a material impact on the estimated provision.

(C) INCOME TAXES

The Company is subject to income taxes in numerous legal jurisdictions. Accounting for income taxes requires the Company 
to interpret frequently changing laws and regulations, including changing income tax rates, and make certain judgements  
with respect to the application of tax law, estimating the timing of temporary difference reversals, and estimating the 
realizability of tax assets. There are many transactions and calculations for which the ultimate tax determination is uncertain. 
The Company recognizes a liability for a tax filing position based on its assessment of the probability that additional taxes may 
ultimately be due.
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(D) FAIR VALUE OF DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS

The fair value of financial instruments that are not traded in an active market is determined using valuation techniques. The 
Company uses its judgement to select a variety of methods and make assumptions that are primarily based on market 
conditions existing at the end of each reporting period. The Company uses directly and indirectly observable inputs in 
measuring the value of financial instruments that are not traded in active markets, including quoted commodity prices and 
volatility, interest rate yield curves and foreign exchange rates.

(E) PURCHASE PRICE ALLOCATIONS

Purchase prices related to business combinations are allocated to the underlying acquired assets and liabilities based on 
their estimated fair value at the time of acquisition. The determination of fair value requires the Company to make estimates, 
assumptions and judgements regarding future events. The allocation process is inherently subjective and impacts the  
amounts assigned to individually identifiable assets and liabilities, including the fair value of crude oil and natural gas properties 
together with deferred income tax effects. As a result, the purchase price allocation impacts the Company’s reported assets 
and liabilities and future net earnings due to the impact on future depletion, depreciation, and amortization expense and 
impairment tests.

(F) SHARE-BASED COMPENSATION

The Company has made various assumptions in estimating the fair values of stock options granted under its Option Plan, 
including expected volatility, expected exercise timing and future forfeiture rates. At each period end, stock options outstanding 
are remeasured for changes in the estimated fair value of the liability.

(G) IDENTIFICATION OF CGUs

CGUs are defined as the lowest grouping of integrated assets that generate identifiable cash inflows that are largely 
independent of the cash inflows of other assets or groups of assets. The classification of assets into CGUs requires significant 
judgement and interpretations with respect to the integration between assets, the existence of active markets, shared 
infrastructures, and the way in which management monitors the Company’s operations.

(H) IMPAIRMENT OF ASSETS

The recoverable amount of a CGU or an individual asset has been determined as the higher of the CGUs' or the assets' 
fair value less costs of disposal and its value in use. These calculations require the use of estimates and assumptions and 
are subject to change as new information becomes available, including information on future commodity prices, expected 
production volumes, quantity of reserves, asset retirement obligations, future development and operating costs, after-tax 
discount rates (currently ranging from 10% to 12%), and income taxes. Changes in assumptions used in determining the 
recoverable amount could affect the carrying value of the related assets and CGUs.

(I) LEASES

Purchase, extension and termination options are included in certain of the Company's leases to provide operational flexibility. 
To measure the lease liability, the Company uses judgement to assess the likelihood of exercising these options. These 
assessments are reviewed when significant events or circumstances indicate that the likelihood of exercising these options 
may have changed. The Company also uses estimates to determine its incremental borrowing costs if the interest rate implicit 
in the lease is not readily determinable.

(J) CONTINGENCIES

Contingencies are subject to measurement uncertainty as the related financial impact will only be confirmed by the outcome 
of a future event. The assessment of contingencies requires the application of judgements and estimates including the 
determination of whether a present obligation exists and the reliable estimation of the timing and amount of cash flows 
required to settle the contingency.

(K) IMPACT OF COVID-19

For the year ended December 31, 2021, COVID-19 continued to have an impact on the global economy, including the 
oil and gas industry. Business conditions in 2021 continued to reflect the market uncertainty associated with COVID-19.  
The Company has taken into account the impacts of COVID-19 and the unique circumstances it has created in making 
estimates, assumptions and judgements in the preparation of these consolidated financial statements, and continues to 
monitor the developments in the business environment and commodity market. Actual results may differ from estimated 
amounts, and those differences may be material.
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5. Inventory
  2021 2020

Product inventory $ 535 $ 390

Materials, supplies and other 1,013 670

  $ 1,548 $ 1,060

6. Exploration and Evaluation Assets

  Exploration and Production

Oil Sands
 Mining and 

Upgrading Total

 
North 

America
North  

Sea
Offshore 

Africa    

Cost          

At December 31, 2019 $ 2,258 $ — $ 69 $ 252 $ 2,579

Additions/Acquisitions 40 — 15 — 55

Transfers to property, plant and equipment (194) — — — (194)

Derecognitions and other (3) — — — (3)

Foreign exchange adjustments — — (1) — (1)

At December 31, 2020 2,101 — 83 252 2,436

Additions/Acquisitions 30 — 8 — 38

Transfers to property, plant and equipment (73) — — (150) (223)

Derecognitions and other (1) — — — (1)

At December 31, 2021 $ 2,057 $ — $ 91 $ 102 $ 2,250

On December 17, 2021, the Company completed the acquisition of all the issued and outstanding common shares of Storm 
Resources Ltd. ("Storm") for total cash consideration of $771 million, including $13 million of exploration and evaluation assets 
(note 7).

During 2020, the Company completed the acquisition of all the issued and outstanding shares of Painted Pony Energy Ltd. 
("Painted Pony") for total cash consideration of $111 million, including $15 million of exploration and evaluation assets (note 7).

During 2019, the Company completed the acquisition of substantially all the assets of Devon Canada Corporation ("Devon") 
including thermal in situ and heavy crude oil assets, for total cash consideration of $3,412 million, including $91 million of 
exploration and evaluation assets (note 7).
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7. Property, Plant and Equipment

 Exploration and Production

Oil Sands 
Mining 

and 
Upgrading

Midstream 
and 

Refining
Head

Office Total

 
North 

America
North  

Sea
Offshore 

Africa        

Cost              

At December 31, 2019 $ 72,627 $ 7,296 $ 3,933 $ 45,016 $ 451 $ 466 $ 129,789

Additions/Acquisitions 1,789 104 94 1,328 6 19 3,340

Transfers from E&E assets 194 — — — — — 194

Derecognitions and other (1) (521) (3) — (634) — — (1,158)

Disposals (92) — — — — — (92)

Foreign exchange adjustments  
 and other — (114) (64) — — — (178)

At December 31, 2020 73,997 7,283 3,963 45,710 457 485 131,895

Additions/Acquisitions 4,146 208 48 1,526 9 23 5,960

Transfers from E&E assets 73 — — 150 — — 223

Derecognitions and other (1) (382) 3 — (530) — — (909)

Foreign exchange adjustments  
 and other — (56) (31) — — — (87)

At December 31, 2021 $ 77,834 $ 7,438 $ 3,980 $ 46,856 $ 466 $ 508 $ 137,082

Accumulated depletion and depreciation          

At December 31, 2019 $ 46,577 $ 5,712 $ 2,712 $ 6,247 $ 153 $ 345 $ 61,746

Expense 3,676 247 161 1,668 15 25 5,792

Derecognitions and other (1) (521) (3) — (634) — — (1,158)

Disposals (63) — — — — — (63)

Foreign exchange adjustments  
 and other (28) (103) (51) 8 — — (174)

At December 31, 2020 49,641 5,853 2,822 7,289 168 370 66,143

Expense 3,468 149 118 1,733 15 25 5,508

Derecognitions and other (1) (382) 3 — (530) — — (909)

Foreign exchange adjustments  
 and other 5 (54) (17) 7 — (1) (60)

At December 31, 2021 $ 52,732 $ 5,951 $ 2,923 $ 8,499 $ 183 $ 394 $ 70,682

Net book value

 - at December 31, 2021 $ 25,102 $ 1,487 $ 1,057 $ 38,357 $ 283 $ 114 $ 66,400

 - at December 31, 2020 $ 24,356 $ 1,430 $ 1,141 $ 38,421 $ 289 $ 115 $ 65,752

(1) An asset is derecognized when no future economic benefits are expected to arise from its continued use or disposal. 

As at December 31, 2021, the Company assessed the recoverability of its property, plant and equipment and its exploration 
and evaluation assets, and determined the carrying amounts of all of its cash generating units to be recoverable.

The Company capitalizes construction period interest for qualifying assets based on costs incurred and the Company’s cost 
of borrowing. Interest capitalization to a qualifying asset ceases once the asset is substantially available for its intended 
use. During 2021, no interest was capitalized to property, plant and equipment (2020 – $24 million at a weighted average 
capitalization rate of 3.5%; 2019 – $53 million at a weighted average capitalization rate of 4.0%).

As at December 31, 2021, property, plant and equipment included project costs, not subject to depletion and depreciation, 
of $118  million in the Oil Sands Mining and Upgrading segment (2020 – $117 million in the Oil Sands Mining and  
Upgrading segment).
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Acquisitions in the current and comparative years have been accounted for as business combinations using the acquisition 
method of accounting. Gains reported on the acquisitions represent the excess of the fair value of the net assets acquired 
compared to the total purchase consideration.

ACQUISITIONS IN 2021

Acquisition of Storm
On December 17, 2021, the Company completed the acquisition of all the issued and outstanding common shares of Storm 
for total cash consideration of $771 million. Storm is involved in the exploration for and development of natural gas and natural 
gas liquids in the Montney region of British Columbia.

The acquisition has been accounted for using the acquisition method of accounting. The allocation of the purchase price was 
based on management's best estimates of the fair value of the assets acquired and liabilities assumed as of the acquisition 
date. The below amounts are estimates, and may be subject to change based on the receipt of new information.

The following provides a summary of the net assets acquired relating to the acquisition:

Property, plant and equipment $ 1,114

Exploration and evaluation assets 13

Working capital 20

Long-term debt (183)

Asset retirement obligations (18)

Other long-term liabilities (35)

Deferred tax liability (140)

Net assets acquired $ 771

In connection with the acquisition the Company assumed certain product transportation and processing commitments  
(note 20).

The impact of revenue and revenue, less production and transportation and blending expenses ("net operating income") 
generated by the acquisition from December 17, 2021 to December 31, 2021 was not significant.  If the acquisition had 
been completed on January 1, 2021, the Company estimates that pro forma revenue would have increased by an additional 
$294 million and pro forma net operating income would have increased by an additional $205 million for the year ended 
December 31, 2021. Readers are cautioned that pro forma estimates are not necessarily indicative of the results of operations 
that would have resulted had the acquisition actually occurred on January 1, 2021, or of future results. Pro forma results are 
based on available historical information for the assets as provided to the Company and do not include any synergies that have 
or may arise subsequent to the acquisition date.

Other Acquisitions in 2021
During 2021, the Company completed two acquisitions of gas producing assets and related processing infrastructure in 
the Montney region of British Columbia, including property, plant and equipment assets of $257 million and exploration and 
evaluation assets of $13 million, for cash consideration of $131 million. In connection with the acquisitions, the Company 
assumed asset retirement obligations of $58 million, other liabilities of $65 million, and recognized a deferred tax asset of 
$462 million. A gain of $478 million was recognized as a result of the acquisitions, representing the excess of the fair value of 
the net assets acquired compared with the total purchase consideration.
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ACQUISITIONS IN 2020

Acquisition of Painted Pony
On October 6, 2020, the Company completed the acquisition of all the issued and outstanding common shares of Painted 
Pony for total cash consideration of $111 million. 

The following provides a summary of the net assets acquired relating to the acquisition:

Property, plant and equipment $ 750

Exploration and evaluation assets 15

Other long-term assets 204

Long-term debt (397)

Asset retirement obligations (13)

Other long-term liabilities (442)

Deferred tax asset 211

Net assets acquired 328

Less: cash consideration 111

Gain on acquisition $ 217

In connection with the acquisition the Company assumed certain product transportation and processing commitments  
(note 20).

ACQUISITIONS IN 2019

Acquisition of Thermal in Situ and Primary Heavy Crude Oil Assets
On June 27, 2019, the Company completed the acquisition of substantially all the assets of Devon including thermal in situ and 
heavy crude oil assets, for total cash consideration of $3,412 million.

In connection with the acquisition, the Company arranged a $3,250 million committed term facility (note 11) and assumed 
certain product transportation commitments (note 20).

The following provides a summary of the net assets acquired relating to the acquisition:

Property, plant and equipment $ 3,325

Exploration and evaluation assets 91

Inventory, prepaids and other long-term assets 195

Accrued liabilities (21)

Asset retirement obligations (178)

Net assets acquired $ 3,412

As a result of the acquisition, during the year ended December 31, 2019, revenue increased by approximately $1,540 million 
and net operating income increased by approximately $590 million.

Other Acquisitions in 2019
During 2019, the Company acquired a number of producing crude oil and natural gas properties in the North America 
Exploration and Production segment for net cash consideration of $80 million and assumed associated asset retirement 
obligations of $20 million. No net deferred income tax liabilities were recognized and no pre-tax gains were recognized on 
these net transactions.
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8. Leases
LEASE ASSETS

Product 
transportation  

and storage

Field 
equipment 
and power

Offshore 
vessels and 
equipment

Office leases 
and other Total

At December 31, 2019 $ 1,166 $ 317 $ 182 $ 124 $ 1,789

Additions (1) 17 121 7 3 148

Depreciation (124) (53) (51) (26) (254)

Derecognitions (20) (5) (10) — (35)

Foreign exchange adjustments  
 and other (1) (1) — (1) (3)

At December 31, 2020 $ 1,038 $ 379 $ 128 $ 100 $ 1,645

Additions 48 36 — 4 88

Depreciation (110) (57) (27) (22) (216)

Foreign exchange adjustments  
 and other (2) (4) (2) (1) (9)

At December 31, 2021 $ 974 $ 354 $ 99 $ 81 $ 1,508

(1) The acquisition of Painted Pony in 2020 included lease assets of $93 million (note 7).

LEASE ASSETS, BY SEGMENT

As at December 31, 2021 and 2020, the Company had the following lease assets by segment:

  2021 2020

Exploration and Production  

North America $ 308 $ 345

North Sea 1 7

Offshore Africa 101 126

Oil Sands Mining and Upgrading 1,027 1,080

Head office 71 87

  $ 1,508 $ 1,645

LEASE LIABILITIES

The Company measures its lease liabilities at the discounted value of its lease payments during the lease term. Lease 
liabilities at December 31, 2021 and 2020, were as follows: 

  2021 2020

Lease liabilities $ 1,584 $ 1,690

Less: current portion 185 189

  $ 1,399 $ 1,501

In addition to the lease assets disclosed above, on an ongoing basis the Company enters into short-term leases related to its 
Exploration and Production and Oil Sands Mining and Upgrading activities. 

Other amounts included in net earnings and cash flows during 2021 and 2020 are provided below:

2021 2020

Expenses relating to short-term leases (1) $ 450 $ 409

Interest expense on lease liabilities $ 62 $ 67

Variable lease payments not included in the measurement of lease liabilities $ 65 $ 85

Total cash outflows for leases (2) $ 1,089 $ 983

(1) During 2021, the Company capitalized $303 million (2020 - $197 million) of short-term leases as additions to property, plant and equipment.

(2) Comprised of cash outflows relating to lease liabilities, short-term leases, and variable lease payments.



Canadian Natural 2021 Annual Report  80

9. Investments
As at December 31, 2021 and 2020, the Company had the following investments:

2021 2020

Investment in PrairieSky Royalty Ltd. $ 309 $ 228

Investment in Inter Pipeline Ltd. — 77

$ 309 $ 305

INVESTMENT IN PRAIRIESKY ROYALTY LTD.

The Company’s investment of 22.6 million common shares of PrairieSky Royalty Ltd. ("PrairieSky") does not constitute significant 
influence, and is accounted for at fair value through profit or loss, measured at each reporting date. As at December 31, 
2021 the market price per common share was $13.63 (December 31, 2020 – $10.09; December 31, 2019 – $15.23). As at 
December 31, 2021, the Company’s investment in PrairieSky was classified as a current asset. PrairieSky is in the business of 
acquiring and managing oil and gas royalty income assets through indirect third-party oil and gas development. 

The (gain) loss from the investment in PrairieSky was comprised as follows:

2021 2020 2019

(Gain) loss from investment $ (81) $ 117 $ 55

Dividend income (7) (9) (17)

$ (88) $ 108 $ 38

INVESTMENT IN INTER PIPELINE LTD. 

During 2021, in accordance with a third-party offer to purchase, the Company elected to take total cash proceeds of $128 million, 
or $20.00 per common share, in exchange for its 6.4 million common share investment in Inter Pipeline Ltd ("Inter Pipeline"). 
The Company's investment did not constitute significant influence, and was accounted for at fair value through profit or loss, 
measured at each reporting date. The market price per common share as at December 31, 2020 and December 31, 2019 was 
$11.87 and $22.54, respectively. 

The (gain) loss from the investment in Inter Pipeline was comprised as follows:

2021 2020 2019

(Gain) loss from investment $ (51) $ 68 $ (21)

Dividend income (2) (5) (11)

$ (53) $ 63 $ (32)

10. Other Long-Term Assets
  2021 2020

North West Redwater Partnership $ — $ 555

Prepaid cost of service toll 157 162

Risk management (note 19) 140 136

Long-term inventory 126 121

Other (1) 177 190

  600 1,164

Less: current portion 35 82

  $ 565 $ 1,082

(1) The acquisition of Painted Pony in 2020 included physical sales contracts (note 7).
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INVESTMENT IN NORTH WEST REDWATER PARTNERSHIP

The Company has a 50% equity investment in NWRP. NWRP operates a 50,000 barrels per day bitumen upgrader and refinery 
that processes approximately 12,500 barrels per day (25% toll payer) of bitumen feedstock for the Company and 37,500 
barrels per day (75% toll payer) of bitumen feedstock for the Alberta Petroleum Marketing Commission ("APMC"), an agent of 
the Government of Alberta. The Company is unconditionally obligated to pay its 25% pro rata share of the debt component of 
the monthly fee-for-service toll over the 40-year tolling period (note 20). Sales of diesel and refined products and associated 
refining tolls are recognized in the Midstream and Refining segment (note 22).

On June 30, 2021, the equity partners together with the toll payers, agreed to optimize the structure of NWRP to better  
align the commercial interests of the equity partners and the toll payers (the "Optimization Transaction"). As a result, North 
West Refining Inc. transferred its entire 50% partnership interest in NWRP to APMC. The Company's 50% equity interest 
remained unchanged.

Under the Optimization Transaction, the original term of the processing agreements was extended by 10 years from 2048 
to 2058. NWRP retired higher cost subordinated debt, which carried interest rates of prime plus 6%, with lower cost senior 
secured bonds at an average rate of approximately 2.55%, reducing interest costs to NWRP and associated tolls to the toll 
payers. As such, NWRP repaid the Company's and APMC's subordinated debt advances of $555 million each. In addition, the 
Company received a $400 million distribution from NWRP during 2021.

To facilitate the Optimization Transaction, NWRP issued $500 million of 1.20% series L senior secured bonds due December 
2023, $500 million of 2.00% series M senior secured bonds due December 2026, $1,000 million of 2.80% series N senior 
secured bonds due June 2031, and $600 million of 3.75% series O senior secured bonds due June 2051. Additionally, NWRP's 
existing $3,500 million syndicated credit facility was amended. The $2,000 million revolving credit facility was extended by 
three years to June 2024, and the $1,500 million non-revolving credit facility was reduced by $500 million to $1,000 million 
and extended by two years to June 2023. As at December 31, 2021, NWRP had borrowings of $1,981 million under the 
syndicated credit facility (December 31, 2020 – $2,866 million).

The assets, liabilities, partners’ equity, product sales and equity loss related to NWRP at December 31, 2021 and 2020 were 
comprised as follows: 

2021 2020

Current assets $ 280 $ 230

Non-current assets $ 10,806 $ 11,098

Current liabilities $ 798 $ 3,146

Non-current liabilities $ 11,412 $ 8,488

Partners’ equity (1) $ (1,124) $ (306)

Partners’ equity (1) at Company's 50% interest $ (562) $ (153)

Revenue (2) $ 1,168 $ 1,348

Net loss (3) $ 18 $ 188

(1) In 2021, NWRP paid partnership distributions at 100% interest of $800 million.

(2) Included in NWRP's revenue for 2021 is $294 million (2020 – $174 million) paid by the Company for its 25% share of the refining toll.

(3) Included in the net loss for 2021 is the impact of depreciation and amortization expense of $278 million (2020 – $214 million) and interest and other 
financing expense of $412 million (2020 – $420 million).

The carrying value of the Company’s interest in NWRP is $nil, and as at December 31, 2021, the cumulative unrecognized share 
of the equity loss and partnership distributions from NWRP was $562 million (2020 – $153 million). The unrecognized share 
of the equity loss from NWRP for 2021 was $9 million and partnership distributions were $400 million (2020 – unrecognized 
equity loss of $94 million; 2019 – recognized equity loss of $287 million and unrecognized equity loss of $59 million). 
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11. Long-Term Debt
  2021 2020

Canadian dollar denominated debt, unsecured    

Bank credit facilities $ — $ 1,614

Medium-term notes

3.31% debentures due February 11, 2022 1,000 1,000

1.45% debentures due November 16, 2023 500 500

3.55% debentures due June 3, 2024 500 500

3.42% debentures due December 1, 2026 600 600

2.50% debentures due January 17, 2028 300 300

4.85% debentures due May 30, 2047 300 300

  3,200 4,814

US dollar denominated debt, unsecured    

Bank credit facilities (December 31, 2021 – US$901 million; 
 December 31, 2020 – US$3,953 million) 1,140 5,041

Commercial paper (December 31, 2021 – US$nil;  
 December 31, 2020 – US$426 million) — 544

US dollar debt securities 

3.45% due November 15, 2021 (US$500 million) — 638

2.95% due January 15, 2023 (US$1,000 million) 1,266 1,276

3.80% due April 15, 2024 (US$500 million) 633 638

3.90% due February 1, 2025 (US$600 million) 759 765

2.05% due July 15, 2025 (US$600 million) 759 765

3.85% due June 1, 2027 (US$1,250 million) 1,582 1,595

2.95% due July 15, 2030 (US$500 million) 633 638

7.20% due January 15, 2032 (US$400 million) 506 510

6.45% due June 30, 2033 (US$350 million) 443 446

5.85% due February 1, 2035 (US$350 million) 443 446

6.50% due February 15, 2037 (US$450 million) 570 574

6.25% due March 15, 2038 (US$1,100 million) 1,392 1,403

6.75% due February 1, 2039 (US$400 million) 506 510

4.95% due June 1, 2047 (US$750 million) 949 957

  11,581 16,746

Long-term debt before transaction costs and original issue discounts, net 14,781 21,560

Less:  original issue discounts, net (1) 15 18

     transaction costs (1) (2) 72 89

  14,694 21,453

Less:  current portion of commercial paper — 544

     current portion of other long-term debt (1) (2) 1,000 799

  $ 13,694 $ 20,110

(1) The Company has included unamortized original issue discounts and premiums, and directly attributable transaction costs in the carrying amount of the 
outstanding debt.

(2) Transaction costs primarily represent underwriting commissions charged as a percentage of the related debt offerings, as well as legal, rating agency and 
other professional fees.
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BANK CREDIT FACILITIES AND COMMERCIAL PAPER

As at December 31, 2021, the Company had undrawn bank credit facilities of $6,098 million. Additionally, the Company had in 
place fully drawn term credit facilities of $1,150 million. Details of these facilities are described below. The Company also has 
certain other dedicated credit facilities supporting letters of credit. 

	■ a $100 million demand credit facility; 
	■ a $1,000 million term credit facility maturing February 2023;
	■ a $1,150 million non-revolving term credit facility maturing February 2023;
	■ a $2,495 million revolving syndicated credit facility, with $70 million maturing June 2022, and $2,425 million maturing June 

2024;
	■ a $2,495 million revolving syndicated credit facility, with $70 million maturing June 2023, and $2,425 million maturing June 

2025; and
	■ a £5 million demand credit facility related to the Company’s North Sea operations.

Borrowings under the Company's non-revolving term credit facilities may be made by way of pricing referenced to Canadian 
dollar bankers' acceptances, US dollar bankers’ acceptances, LIBOR, SOFR, US base rate or Canadian prime rate.

During 2021, the Company extended both of its $2,425 million revolving credit facilities originally maturing June 2022 and 
June 2023, to June 2024 and June 2025, respectively and increased each by $70 million. In accordance with the terms of 
the extension, and by mutual agreement, $70 million of the original revolving credit facilities were not extended and will 
mature upon the original maturity date of June 2022 and June 2023, respectively. The revolving syndicated credit facilities 
are extendible annually at the mutual agreement of the Company and the lenders. If the facilities are not extended, the full 
amount of the outstanding principal would be repayable on the maturity date. Borrowings under the Company's revolving 
term credit facilities may be made by way of pricing referenced to Canadian dollar bankers' acceptances, US dollar bankers' 
acceptances, LIBOR, US base rate or Canadian prime rate. 

During 2021, the $1,000 million non-revolving term credit facility originally due February 2022, was extended to  
February 2023. Additionally in 2021, the facility was fully repaid and amended to allow for a re-draw of the full $1,000 million 
until March 31, 2022.

During 2021, the Company repaid $1,500 million of the $2,650 million non-revolving term credit facility due February 2023, 
reducing the outstanding balance to $1,150 million.

During 2019, the Company entered into a $3,250 million non-revolving term credit facility with an original maturity of  
June 2022, to finance the acquisition of assets from Devon (note 7). During 2021, the outstanding balance of $3,088 million 
was repaid and the facility was cancelled.

The Company’s borrowings under its US commercial paper program are authorized up to a maximum US$2,500 million. The 
Company reserves capacity under its revolving bank credit facilities for amounts outstanding under this program.

The Company’s weighted average interest rate on bank credit facilities and commercial paper outstanding as at December 31, 
2021 was 0.8% (December 31, 2020 – 1.1%), and on total long-term debt outstanding for the year ended December 31, 2021 
was 3.5% (December 31, 2020 – 3.5%).

As at December 31, 2021, letters of credit and guarantees aggregating to $513 million were outstanding (December 31, 2020 
- $489 million). 

MEDIUM-TERM NOTES

During 2021, the Company filed a base shelf prospectus that allows for the offer for sale from time to time of up to $3,000 million 
of medium-term notes in Canada, which expires in August 2023. If issued, these securities may be offered in amounts and at 
prices, including interest rates, to be determined based on market conditions at the time of issuance.

During 2020, the Company issued $500 million of 1.45% medium-term notes due November 2023 and $300 million of 2.50% 
medium-term notes due January 2028. 

During 2020, the Company repaid $1,000 million of 2.89% medium term notes and $900 million of 2.05% medium term notes. 

US DOLLAR DEBT SECURITIES

During 2021, the Company filed a base shelf prospectus that allows for the offer for sale from time to time of up to 
US$3,000  million of debt securities in the United States, which expires in August 2023. If issued, these securities  
may be offered in amounts and at prices, including interest rates, to be determined based on market conditions at the time 
of issuance.

During 2021, the Company repaid US$500 million of 3.45% debt securities.

During 2020, the Company issued US$600 million of 2.05% notes due July 2025 and US$500 million of 2.95% notes due 
July 2030. 
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SCHEDULED DEBT REPAYMENTS

Scheduled debt repayments are as follows:

Year Repayment

2022 $ 1,000

2023 $ 2,906

2024 $ 1,133

2025 $ 1,518

2026 $ 600

Thereafter $ 7,624

12. Other Long-Term Liabilities
  2021 2020

Asset retirement obligations $ 6,806 $ 5,861

Lease liabilities (note 8) 1,584 1,690

Share-based compensation 489 160

Risk management (note 19) 85 160

Transportation and processing contracts (1) 241 270

Other (2) 127 145

  9,332 8,286

Less: current portion 948 722

  $ 8,384 $ 7,564

(1) The acquisition of Painted Pony in 2020 included product transportation and processing obligations (note 7). 

(2) Includes $48 million (2020 – $72 million) related to the acquisition of the Joslyn oil sands project in 2018, payable in annual installments of $25 million.

ASSET RETIREMENT OBLIGATIONS

The Company’s asset retirement obligations are expected to be settled on an ongoing basis over a period of approximately 
60 years and discounted using a weighted average discount rate of 4.0% (2020 – 3.7%; 2019 – 3.8%) and inflation rates of 
up to 2% (December 31, 2020 – up to 2%). Reconciliations of the discounted asset retirement obligations were as follows:

  2021 2020 2019

Balance – beginning of year $ 5,861 $ 5,771 $ 3,886

Liabilities incurred 5 5 15

Liabilities acquired, net 76 13 198

Liabilities settled (307) (249) (296)

Asset retirement obligation accretion 185 205 190

Revision of cost and timing estimates 1,716 (134) 412

Change in discount rates (723) 253 1,412

Foreign exchange adjustments (7) (3) (46)

Balance – end of year 6,806 5,861 5,771

Less: current portion 249 184 208

  $ 6,557 $ 5,677 $ 5,563
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Segmented Asset Retirement Obligations
  2021 2020

Exploration and Production    

North America $ 4,021 $ 2,899

North Sea 821 787

Offshore Africa 170 174

Oil Sands Mining and Upgrading 1,793 1,999

Midstream and Refining 1 2

  $ 6,806 $ 5,861

SHARE-BASED COMPENSATION

The liability for share-based compensation includes costs incurred under the Company’s Option and PSU plans. The Company’s 
Option Plan provides current employees with the right to elect to receive common shares or a cash payment in exchange for 
stock options surrendered. The PSU plan provides certain executive employees of the Company with the right to receive a 
cash payment, the amount of which is determined by individual employee performance and the extent to which certain other 
performance measures are met.

The Company recognizes a liability for potential cash settlements under these plans. The current portion of the liability 
represents the maximum amount of the liability payable within the next twelve month period if all vested stock options and 
PSUs are settled in cash.

  2021 2020 2019

Balance – beginning of year $ 160 $ 297 $ 124

Share-based compensation expense (recovery) 514 (82) 223

Cash payment for stock options surrendered and  
PSUs vested (48) (39) (2)

Transferred to common shares (139) (21) (53)

Other 2 5 5

Balance – end of year 489 160 297

Less: current portion 329 119 227

  $ 160 $ 41 $ 70

Included within share-based compensation liability as at December 31, 2021 was $90 million (2020 – $49 million; 2019 – 
$62 million) related to PSUs granted to certain executive employees.

The fair value of stock options outstanding was estimated using the Black-Scholes valuation model with the following weighted 
average assumptions:

  2021 2020 2019

Fair value $ 16.98 $ 3.47 $ 7.88

Share price $ 53.45 $ 30.59 $ 42.00

Expected volatility 35.5% 39.8% 26.7%

Expected dividend yield 4.4% 5.6% 3.6%

Risk free interest rate 1.1% 0.3% 1.7%

Expected forfeiture rate 4.7% 4.3% 4.3%

Expected stock option life (1) 4.2 years 4.3 years 4.4 years

(1) At original time of grant.

The intrinsic value of vested stock options at December 31, 2021 was $112 million (2020 – $11 million; 2019 – $75 million).
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13. Income Taxes
The provision for income tax was as follows: 

Expense (recovery) 2021 2020 2019

Current corporate income tax – North America $ 1,841 $ (245) $ 354

Current corporate income tax – North Sea 7 (4) 112

Current corporate income tax – Offshore Africa 21 17 44

Current PRT (1) – North Sea (34) (31) (89)

Other taxes 13 6 13

Current income tax 1,848 (257) 434

Deferred corporate income tax 399 (181) (895)

Deferred PRT – North Sea — — 1

Deferred income tax 399 (181) (894)

Income tax $ 2,247 $ (438) $ (460)

(1) Petroleum Revenue Tax.

The provision for income tax is different from the amount computed by applying the combined statutory Canadian federal and 
provincial income tax rates to earnings before taxes. The reasons for the difference are as follows:   
  2021 2020 2019

Canadian statutory income tax rate 23.2% 24.1% 26.5%

Income tax provision at statutory rate $ 2,298 $ (211) $ 1,313

Effect on income taxes of:    

UK PRT and other taxes (21) (25) (76)

Impact of deductible UK PRT and other taxes on corporate 
income tax 11 11 32

Foreign and domestic tax rate differentials (11) (52) (48)

Non-taxable portion of capital gains (26) (10) (65)

Stock options exercised for common shares 98 (25) 47

Income tax rate and other legislative changes — — (1,618)

Non-taxable gain on corporate acquisitions (110) (52) —

Revisions arising from prior year tax filings 16 (62) (41)

Change in unrecognized capital loss carryforward asset (26) (10) (65)

Other 18 (2) 61

Income tax $ 2,247 $ (438) $ (460)



Canadian Natural 2021 Annual Report  87

The following table summarizes the temporary differences that give rise to the net deferred income tax liability:

  2021 2020

Deferred income tax liabilities    

Property, plant and equipment and exploration and evaluation assets $ 12,254 $ 11,922

Lease assets 349 380

Investments 35 14

Investment in North West Redwater Partnership 850 767

Unrealized risk management activities 12 —

Unrealized foreign exchange gain on long-term debt 14 —

Other 78 8

  13,592 13,091

Deferred income tax assets    

Asset retirement obligations (1,719) (1,495)

Lease liabilities (363) (388)

Share-based compensation (22) (12)

Loss carryforwards (1,268) (1,032)

Unrealized foreign exchange loss on long-term debt — (20)

  (3,372) (2,947)

Net deferred income tax liability $ 10,220 $ 10,144

Movements in deferred tax assets and liabilities recognized in net earnings during the year were as follows:

  2021 2020 2019

Property, plant and equipment and exploration and evaluation   
 assets $ 184 $ (158) $ (775)

Lease assets (30) (11) 414

Unrealized foreign exchange on long-term debt 34 29 55

Unrealized risk management activities 19 (8) (14)

Asset retirement obligations (213) (13) (317)

Lease liabilities 25 6 (418)

Share-based compensation (10) 4 (11)

Loss carryforwards 202 (182) 170

Investments 21 (22) (10)

Investment in North West Redwater Partnership 83 174 179

Deferred PRT — — 1

Other 84 — (168)

  $ 399 $ (181) $ (894)

The following table summarizes the movements of the net deferred income tax liability during the year:

  2021 2020 2019

Balance – beginning of year $ 10,144 $ 10,539 $  11,451

Deferred income tax expense (recovery) 399 (181) (894)

Deferred income tax expense included in other
   comprehensive loss 1 — 8

Foreign exchange adjustments (2) (3) (26)

Business combinations (note 7) (322) (211) —

Balance – end of year $ 10,220 $ 10,144 $ 10,539

Current income taxes recognized in each operating segment will vary depending upon available income tax deductions related 
to the nature, timing and amount of capital expenditures incurred in any particular year.
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During 2019, the Government of Alberta enacted legislation that decreased the provincial corporate income tax rate from 12% 
to 11% effective July 2019, with a further 1% rate reduction every year on January 1 until the provincial corporate income 
tax rate is 8% on January 1, 2022. As a result of this corporate income tax rate reduction, the Company's deferred corporate 
income tax liability decreased by $1,618 million for the year ended December 31, 2019. During 2020, the Government of 
Alberta substantively enacted legislation to accelerate this reduction, lowering the corporate tax rate from 10% to 8%, 
effective July 1, 2020. This acceleration did not have a significant impact on the Company's deferred corporate income tax 
liability at December 31, 2020.

The Company files income tax returns in the various jurisdictions in which it operates. These tax returns are subject to 
periodic examinations in the normal course by the applicable tax authorities. The tax returns as prepared may include filing 
positions that could be subject to differing interpretations of applicable tax laws and regulations, which may take several 
years to resolve. The Company does not believe the ultimate resolution of these matters will have a material impact upon the 
Company’s reported results of operations, financial position or liquidity.

Deferred income tax assets are recognized for temporary differences to the extent that the realization of the related tax 
benefit through future taxable profits is probable. The Company has not recognized deferred income tax assets with respect 
to taxable capital loss carryforwards in excess of $1,000 million in North America, which can be carried forward indefinitely 
and only applied against future taxable capital gains. In addition, the Company has not recognized deferred income tax assets 
related to North American tax pools of approximately $1,050 million, which can only be claimed against income from certain 
oil and gas properties.

Deferred income tax liabilities have not been recognized on the unremitted net earnings of wholly controlled subsidiaries. 
The Company is able to control the timing and amount of distributions and no taxes are payable on distributions from these 
subsidiaries provided that the distributions remain within certain limits.

14. Share Capital

AUTHORIZED
Preferred shares issuable in a series.

Unlimited number of common shares without par value.

2021 2020

Issued Common Shares

Number  
of shares 
(thousands) Amount

Number  
of shares 
(thousands) Amount

Balance – beginning of year 1,183,866 $ 9,606 1,186,857 $ 9,533

Issued upon exercise of stock options 18,147 707 3,979 108

Previously recognized liability on stock options exercised 
for common shares — 139 — 21

Purchase of common shares under Normal Course  
Issuer Bid (33,644) (284) (6,970) (56)

Balance – end of year 1,168,369 $ 10,168 1,183,866 $ 9,606

PREFERRED SHARES

Preferred shares are issuable in a series. If issued, the number of shares in each series, and the designation, rights, privileges, 
restrictions and conditions attached to the shares will be determined by the Board of Directors of the Company.

DIVIDEND POLICY

The Company has paid regular quarterly dividends in each year since 2001. The dividend policy undergoes periodic review by 
the Board of Directors and is subject to change.

On March 2, 2022, the Board of Directors approved a 28% increase in the quarterly dividend to $0.75 per common share, 
beginning with the dividend payable on April 5, 2022. On November 3, 2021, the Board of Directors approved a 25% increase 
in the quarterly dividend to $0.5875 per common share, from $0.47 per common share. On March 3, 2021, the Board of 
Directors approved an 11% increase in the quarterly dividend to $0.47 per common share, from $0.425 per common share. 
On March 4, 2020, the Board of Directors approved a 13% increase in the quarterly dividend to $0.425 per common share, 
from $0.375 per common share. On March 6, 2019, the Board of Directors approved a 12% increase in the quarterly dividend 
to $0.375 per common share, from $0.335 per common share. The dividend policy undergoes periodic review by the Board 
of Directors and is subject to change.
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NORMAL COURSE ISSUER BID

On March 9, 2021, the Company's application was approved for a Normal Course Issuer Bid to purchase through the facilities 
of the Toronto Stock Exchange ("TSX"), alternative Canadian trading platforms, and the New York Stock Exchange ("NYSE"), up 
to 59,278,474 common shares, over a 12-month period commencing March 11, 2021 and ending March 10, 2022.

For the year ended December 31, 2021, the Company purchased 33,644,400 common shares at a weighted average price of 
$46.98 per common share for a total cost of $1,581 million. Retained earnings were reduced by $1,297 million, representing 
the excess of the purchase price of common shares over their average carrying value. Subsequent to December 31, 2021, 
the Company purchased 10,500,000 common shares at a weighted average price of $64.79 per common share for a total 
cost of $680 million.

On March 2, 2022, the Board of Directors approved a resolution authorizing the Company to file a Notice of Intention with the 
TSX to purchase, by way of a Normal Course Issuer Bid, up to 10% of the public float (as determined in accordance with the 
rules of the TSX) of its issued and outstanding common shares. Subject to acceptance of the Notice of Intention by the TSX, 
the purchases would be made through facilities of the TSX, alternative Canadian trading platforms, and the NYSE.

SHARE-BASED COMPENSATION – STOCK OPTIONS

The Company’s Option Plan provides for the granting of stock options to employees. Stock options granted under the Option 
Plan have terms ranging from five to six years to expiry and vest over a five-year period. The exercise price of each stock option 
granted is determined at the closing market price of the common shares on the TSX on the day prior to the grant. Each stock 
option granted provides the holder the choice to purchase one common share of the Company at the stated exercise price 
or receive a cash payment equal to the difference between the stated exercise price and the market price of the Company’s 
common shares on the date of surrender of the stock option.

The Option Plan is a "rolling 7%" plan, whereby the aggregate number of common shares that may be reserved for issuance 
under the plan shall not exceed 7% of the common shares outstanding from time to time.

The following table summarizes information relating to stock options outstanding at December 31, 2021 and 2020:

  2021 2020

 
Stock options 

(thousands)

Weighted 
average  

exercise price
Stock options 

(thousands)

Weighted 
average  

exercise price

Outstanding – beginning of year 48,656 $ 37.53 47,646 $ 38.04

Granted 12,547 $ 34.39 12,032 $ 32.89

Exercised for common shares (18,147) $ 38.97 (3,979) $ 27.24

Surrendered for cash settlement (1,324) $ 40.54 (757) $ 29.34

Forfeited (3,405) $ 35.73 (6,286) $ 39.65

Outstanding – end of year 38,327 $ 35.88 48,656 $ 37.53

Exercisable – end of year 7,841 $ 39.19 17,970 $ 39.59

The range of exercise prices of stock options outstanding and exercisable at December 31, 2021 was as follows:

Stock options outstanding Stock options exercisable

Range of exercise prices

Stock options 
outstanding 

(thousands)

Weighted 
average 

remaining 
term (years)

Weighted 
average 

exercise price

Stock options 
exercisable 

 (thousands)

Weighted 
average 

exercise price

$20.76 – $24.99 2,697 3.31 $ 20.95 566 $ 20.76

$25.00 – $29.99 7,526 4.21 $ 29.21 1 $ 28.63

$30.00 – $34.99 2,726 3.58 $ 32.37 219 $ 32.56

$35.00 – $39.99 15,227 2.59 $ 37.46 3,148 $ 37.34

$40.00 – $44.99 7,679 2.74 $ 42.04 2,894 $ 43.23

$45.00 – $49.99 1,839 1.42 $ 45.19 1,013 $ 45.14

$50.00 – $54.24 633 5.83 $ 54.24 — $ —

  38,327 3.06 $ 35.88 7,841 $ 39.19
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15. Accumulated Other Comprehensive (Loss) Income 
The components of accumulated other comprehensive (loss) income, net of taxes, were as follows:

  2021 2020

Derivative financial instruments designated as cash flow hedges $ 77 $ 69

Foreign currency translation adjustment (78) (61)

  $ (1) $ 8

16. Capital Disclosures
The Company has defined its capital to mean its long-term debt and consolidated shareholders’ equity, as determined at each 
reporting date.

The Company’s objectives when managing its capital structure are to maintain financial flexibility and balance to enable the 
Company to access capital markets to sustain its on-going operations and to support its growth strategies. The Company 
primarily monitors capital on the basis of an internally derived financial measure referred to as its "debt to book capitalization 
ratio", which is the arithmetic ratio of current long-term debt and long-term debt less cash and cash equivalents divided by 
the sum of the carrying value of shareholders' equity plus current long-term debt and long-term debt less cash and cash 
equivalents. The Company’s internal targeted range for its debt to book capitalization ratio is 25% to 45%. This range may be 
exceeded in periods when a combination of capital projects, acquisitions, or lower commodity prices occurs. The Company 
may be below the low end of the targeted range when cash flow from operating activities is greater than current investment 
activities. At December 31, 2021, the ratio was within the target range at 27%.

Readers are cautioned that the debt to book capitalization ratio is not defined by IFRS and this financial measure may not 
be comparable to similar measures presented by other companies. Further, there are no assurances that the Company will 
continue to use this measure to monitor capital or will not alter the method of calculation of this measure in the future.

  2021 2020

Long-term debt $ 14,694 $ 21,453

Less: cash and cash equivalents 744 184

Long-term debt, net $ 13,950 $ 21,269

Total shareholders’ equity $ 36,945 $ 32,380

Debt to book capitalization 27% 40%

The Company is subject to a financial covenant that requires debt to book capitalization as defined in its credit facility 
agreements to not exceed 65%. At December 31, 2021, the Company was in compliance with this covenant.

17. Net Earnings Per Common Share
    2021 2020 2019

Weighted average common shares outstanding
 – basic (thousands of shares) 1,181,250 1,181,768 1,190,977

Effect of dilutive stock options (thousands of shares) 5,307 — 2,129

Weighted average common shares outstanding
 – diluted (thousands of shares) 1,186,557 1,181,768 1,193,106

Net earnings (loss) $ 7,664 $ (435) $ 5,416

Net earnings (loss) per common share – basic $ 6.49 $ (0.37) $ 4.55

  – diluted $ 6.46 $ (0.37) $ 4.54

In 2021, the Company excluded 3,496,000 potentially anti-dilutive stock options from the calculation of diluted earnings per 
common share (year ended December 31, 2020 – 44,117,000; 2019 – 36,834,000).   
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18. Interest and Other Financing Expense

  2021 2020 2019

Interest and other financing expense:      

Long-term debt $ 681 $ 785 $ 895

Lease liabilities 62 67 70

Less: amounts capitalized on qualifying assets — (24) (53)

Total interest and other financing expense 743 828 912

Total interest income and other (32) (72) (76)

Net interest and other financing expense $ 711 $ 756 $ 836

19. Financial Instruments
The carrying amounts of the Company’s financial instruments by category were as follows: 

  2021

Asset (liability)

Financial 
assets at 

amortized cost

Fair value 
through 

profit or loss

Derivatives 
used for 
hedging

Financial 
liabilities at 

amortized cost Total

Cash and cash equivalents $ 744 $ — $ — $ — $ 744

Accounts receivable  3,111  —  —  —  3,111

Investments — 309 — — 309

Other long-term assets — — 140 — 140

Accounts payable — — — (803) (803)

Accrued liabilities — — — (3,064) (3,064)

Other long-term liabilities (1) — (64) (21) (1,632) (1,717)

Long-term debt (2) — — — (14,694) (14,694)

  $ 3,855 $ 245 $ 119 $ (20,193) $ (15,974)

  2020

Asset (liability)

Financial 
assets at 

amortized cost

Fair value 
through 

profit or loss

Derivatives 
used for 
hedging

Financial 
liabilities at 

amortized cost Total

Cash and cash equivalents $ 184 $ — $ — $ — $ 184

Accounts receivable  2,190  —  —  —  2,190

Investments — 305 — — 305

Other long-term assets 555 — 136 — 691

Accounts payable — — — (667) (667)

Accrued liabilities — — — (2,346) (2,346)

Other long-term liabilities (1) — (52) (108) (1,762) (1,922)

Long-term debt (2) — — — (21,453) (21,453)

  $ 2,929 $ 253 $ 28 $ (26,228) $ (23,018)

(1) Includes $1,584 million of lease liabilities (December 31, 2020 – $1,690 million) and $48 million of deferred purchase consideration payable over the next 
two years (December 31, 2020 – $72 million).

(2) Includes the current portion of long-term debt.
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The carrying amounts of the Company’s financial instruments approximated their fair value, except for fixed rate long-term 
debt. The fair values of the Company’s investments, recurring other long-term assets (liabilities) and fixed rate long-term debt 
are outlined below: 

  2021

  Carrying amount  Fair value

Asset (liability) (1) (2)   Level 1 Level 2 Level 3 (4)

Investments (3) $ 309 $ 309 $ — $ —

Other long-term assets $ 140 $ — $ 140 $ —

Other long-term liabilities $ (133) $ — $ (85) $ (48)

Fixed rate long-term debt (6) (7) $ (13,554) $ (15,420) $ — $ —

  2020

  Carrying amount Fair value

Asset (liability) (1) (2)   Level 1 Level 2 Level 3 (4) (5)

Investments (3) $ 305 $ 305 $ — $ —

Other long-term assets $ 691 $ — $ 136 $ 555

Other long-term liabilities $ (232) $ — $ (160) $ (72)

Fixed rate long-term debt (6) (7) $ (14,254) $ (16,598) $ — $ —

(1)  Excludes financial assets and liabilities where the carrying amount approximates fair value due to the short-term nature of the asset orliability (cash and 
cash equivalents, accounts receivable, accounts payable and accrued liabilities, and purchase consideration payable).

(2)  There were no transfers between Level 1, 2 and 3 financial instruments.

(3)  The fair values of the investments are based on quoted market prices.

(4)  The fair value of the deferred purchase consideration included in other long-term liabilities is based on the present value of future cash payments.   

(5)  The fair value of NWRP subordinated debt was based on the present value of future cash receipts.

(6)  The fair value of fixed rate long-term debt has been determined based on quoted market prices.

(7)  Includes the current portion of fixed rate long-term debt.
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RISK MANAGEMENT

The Company periodically uses derivative financial instruments to manage its commodity price, interest rate and foreign 
currency exposures. These financial instruments are entered into solely for hedging purposes and are not used for  
speculative purposes.

The following provides a summary of the carrying amounts of derivative financial instruments held and a reconciliation to the 
Company’s consolidated balance sheets.

Asset (liability) 2021 2020

Derivatives held for trading    

Natural gas (1) $ (41) $ (45)

Crude oil (1) (10) —

Foreign currency forward contracts (13) (7)

Cash flow hedges    

Foreign currency forward contracts (21) (108)

Cross currency swaps 140 136

  $ 55 $ (24)

Included within:    

Current portion of other long-term assets $ 5 $ 5

Current portion of other long-term liabilities (72) (131)

Other long-term assets 135 131

Other long-term liabilities (13) (29)

  $ 55 $ (24)

(1) Commodity financial instruments acquired from Storm and Painted Pony in 2021 and 2020, respectively.

During 2021, the Company's ineffectiveness from cash flow hedges was $nil (2020 – loss of $1 million, 2019 – gain  
of $3 million).

The estimated fair values of derivative financial instruments in Level 2 at each measurement date have been determined 
based on appropriate internal valuation methodologies and/or third party indications. Level 2 fair values determined using 
valuation models require the use of assumptions concerning the amount and timing of future cash flows and discount rates. 
In determining these assumptions, the Company primarily relied on external, readily-observable quoted market inputs as 
applicable, including crude oil and natural gas forward benchmark commodity prices and volatility, Canadian and United States 
interest rate yield curves, and Canadian and United States forward foreign exchange rates, discounted to present value as 
appropriate. The resulting fair value estimates may not necessarily be indicative of the amounts that could be realized or 
settled in a current market transaction and these differences may be material.

The changes in estimated fair values of derivative financial instruments included in the risk management asset (liability) were 
recognized in the financial statements as follows:

Asset (liability) 2021 2020

Balance – beginning of year $ (24) $ 178

Net change in fair value of outstanding derivative financial instruments 
recognized in:    

Risk management activities (1) (12) (32)

Foreign exchange 82 (168)

Other comprehensive income (loss) 9 (2)

Balance – end of year 55 (24)

Less: current portion (67) (126)

  $ 122 $ 102

(1) Includes the fair value movement of commodity financial instruments included in acquisitions (note 7).
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Net loss (gain) from risk management activities for the years ended December 31, were as follows:

  2021 2020 2019

Net realized risk management loss $ 17 $ 32 $ 64

Net unrealized risk management loss (gain) 19 (39) 13

  $ 36 $ (7) $ 77

FINANCIAL RISK FACTORS

a) Market risk 
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in 
market prices. The Company’s market risk is comprised of commodity price risk, interest rate risk, and foreign currency 
exchange risk.

COMMODITY PRICE RISK MANAGEMENT
The Company periodically uses commodity derivative financial instruments to manage its exposure to commodity price risk 
associated with the sale of its future crude oil and natural gas production and with natural gas purchases.

The Company's outstanding commodity derivative financial instruments are expected to be settled monthly based on the 
applicable index pricing for the respective contract month.

INTEREST RATE RISK MANAGEMENT 
The Company is exposed to interest rate price risk on its fixed rate long-term debt and to interest rate cash flow risk on its 
floating rate long-term debt. The Company periodically enters into interest rate swap contracts to manage its fixed to floating 
interest rate mix on long-term debt. Interest rate swap contracts require the periodic exchange of payments without the 
exchange of the notional principal amounts on which the payments are based. At December 31, 2021, the Company had no 
significant interest rate swap contracts outstanding.

FOREIGN CURRENCY EXCHANGE RATE RISK MANAGEMENT
The Company is exposed to foreign currency exchange rate risk in Canada primarily related to its US dollar denominated 
long-term debt, commercial paper and working capital. The Company is also exposed to foreign currency exchange rate risk 
on transactions conducted in other currencies and in the carrying value of its foreign subsidiaries. The Company periodically 
enters into cross currency swap contracts and foreign currency forward contracts to manage known currency exposure on 
US dollar denominated long-term debt, commercial paper and working capital. The cross currency swap contracts require the 
periodic exchange of payments with the exchange at maturity of notional principal amounts on which the payments are based. 

At December 31, 2021 the Company had the following cross currency swap contract outstanding:

 
Remaining term Amount

Exchange 
rate (US$/C$)

Interest 
rate (US$)

Interest
rate (C$)

Cross Currency Swap Jan 2022 – Mar 2038 US$550 1.170 6.25% 5.76%

The cross currency swap derivative financial instrument was designated as a hedge at December 31, 2021 and was classified 
as a cash flow hedge.

In addition to the cross currency swap contracts noted above, at December 31, 2021, the Company had US$1,429 million of 
foreign currency forward contracts outstanding, with original terms of up to 90 days, including US$901 million designated as 
cash flow hedges.

During 2020, the Company settled the US$500  million cross currency swaps designated as cash flow hedges  
of the US$500 million  3.45% US dollar debt securities due November 2021. The Company realized cash proceeds of  
$166 million on settlement. 
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FINANCIAL INSTRUMENT SENSITIVITIES
The following table summarizes the annualized sensitivities of the Company’s 2021 net earnings and other comprehensive 
income to changes in the fair value of financial instruments outstanding as at December 31, 2021, resulting from changes in 
the specified variable, with all other variables held constant. These sensitivities are prepared on a different basis than those 
sensitivities disclosed in the Company’s other continuous disclosure documents, are limited to the impact of changes in a 
specified variable applied to financial instruments only and do not represent the impact of a change in the variable on the 
operating results of the Company taken as a whole. Further, these sensitivities are theoretical, as changes in one variable 
may contribute to changes in another variable, which may magnify or counteract the sensitivities. In addition, changes in fair 
value generally cannot be extrapolated because the relationship of a change in an assumption to the change in fair value may 
not be linear.

2021 (1) 2020 (1)

 
 

Increase 
(decrease) 

 to net 
earnings

Increase 
(decrease) 

to other 
comprehensive 

income

Increase 
(decrease) 

to net 
earnings

Increase 
(decrease) 

to other 
comprehensive 

income

Interest rate risk

Increase interest rate 1% $ (13) $ (29) $ (53) $ (17)

Decrease interest rate 1% $ 13 $ 39 $ 53 $ 20

Foreign currency exchange rate risk

Weakening of the Canadian dollar by US$0.01  $ (116) $ — $ (126) $ —

Strengthening of the Canadian dollar by US$0.01 $ 114 $ — $ 123 $ —

(1) Based on the Company’s contracted natural gas and crude oil financial instruments at December 31, 2021 and December 31, 2020, a movement of  

$0.10/MMBtu, $0.10/Mcf or $1.00/bbl would not have a significant impact on net earnings or other comprehensive income.

b) Credit risk
Credit risk is the risk that a party to a financial instrument will cause a financial loss to the Company by failing to discharge  
an obligation.

COUNTERPARTY CREDIT RISK MANAGEMENT
The Company’s accounts receivable are mainly with customers in the crude oil and natural gas industry and are subject to 
normal industry credit risks. The Company manages these risks by reviewing its exposure to individual companies on a regular 
basis and where appropriate, ensures that parental guarantees or letters of credit are in place to minimize the impact in the 
event of default.

At December 31, 2021, substantially all of the Company’s accounts receivable were due within normal trade terms and the average 
expected credit loss was approximately 1% of the Company's accounts receivable balance (December 31, 2020 – 1%).

The Company is also exposed to possible losses in the event of nonperformance by counterparties to derivative financial 
instruments; however, the Company manages this credit risk by entering into agreements with counterparties that are 
substantially all investment grade financial institutions. At December 31, 2021, the Company had net risk management assets 
of $140 million with specific counterparties related to derivative financial instruments (December 31, 2020 – $129 million). The 
carrying amount of financial assets approximates the maximum credit exposure.

c) Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial liabilities.

Management of liquidity risk requires the Company to maintain sufficient cash and cash equivalents, along with other sources 
of capital, consisting primarily of cash flow from operating activities, available credit facilities, commercial paper and access to 
debt capital markets, to meet obligations as they become due. The Company believes it has adequate bank credit facilities to 
provide liquidity to manage fluctuations in the timing of the receipt and/or disbursement of operating cash flows.
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The maturity dates of the Company’s financial liabilities were as follows: 

 
Less than  

1 year
1 to less than 

2 years
2 to less than 

5 years Thereafter

Accounts payable $ 803 $ — $ — $ —

Accrued liabilities $ 3,064 $ — $ — $ —

Long-term debt (1) $ 1,000 $ 2,906 $ 3,251 $ 7,624

Other long-term liabilities (2) $ 282 $ 181 $ 430 $ 824

Interest and other financing expense (3) $ 650 $ 583 $ 1,503 $ 3,971

(1) Long-term debt represents principal repayments only and does not reflect interest, original issue discounts and premiums or transaction costs.

(2) Lease payments included within other long-term liabilities reflect principal payments only and are as follows; less than one year, $185 million; one to less 
than two years, $149 million; two to less than five years, $426 million; and thereafter, $824 million.

(3) Includes interest and other financing expense on long-term debt and other long-term liabilities. Payments were estimated based upon applicable interest 
and foreign exchange rates at December 31, 2021.

20. Commitments and Contingencies
In the normal course of business, the Company has committed to certain payments. The following table summarizes the 
Company’s commitments as at December 31, 2021:

  2022 2023 2024 2025 2026 Thereafter

Product transportation and       
 processing (1) (2) $ 967 $ 1,107 $ 914 $ 870 $ 816 $ 10,028

North West Redwater Partnership   
 service toll (3) $ 122 $ 123 $ 121 $ 119 $ 97 $ 3,671

Offshore vessels and equipment $ 62 $ — $ — $ — $ — $ —

Field equipment and power $ 25 $ 21 $ 21 $ 21 $ 21 $ 225

Other $ 37 $ 27 $ 22 $ 20 $ 15 $ —

(1) Includes commitments pertaining to a 20-year product transportation agreement on the Trans Mountain Pipeline Expansion.

(2) The acquisition of Storm in 2021 and Painted Pony in 2020 included approximately $298 million and $2,400 million of product transportation and processing 
commitments, respectively (note 7).

(3) Pursuant to the processing agreements, the Company pays its 25% pro rata share of the debt component of the monthly fee-for-service toll. Included in 
the toll is $1,486 million of interest payable over the 40-year tolling period, ending in 2058 (note 10).

In addition to the commitments disclosed above, the Company has entered into various agreements related to the engineering, 
procurement and construction of its various development projects. These contracts can be cancelled by the Company upon 
notice without penalty, subject to the costs incurred up to and in respect of the cancellation.

The Company is defendant and plaintiff in a number of legal actions arising in the normal course of business. In addition, 
the Company is subject to certain contractor construction claims. The Company believes that any liabilities that might arise 
pertaining to any such matters would not have a material effect on its consolidated financial position.
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21. Supplemental Disclosure of Cash Flow Information
  2021 2020 2019

Changes in non-cash working capital:      

Accounts receivable $ (850) $ 284 $ (1,310)

Current income tax (liabilities) assets 1,918 (295) (164)

Inventory (487) 98 (194)

Prepaids and other 39 (56) 2

Other long-term assets — (117) 117

Accounts payable 80 (147) 39

Accrued liabilities 525 (254) 265

Other long-term liabilities (1) (154) (62) (23)

Net changes in non-cash working capital $ 1,071 $ (549) $ (1,268)

Relating to:      

Operating activities $ 964 $ (166) $ (1,033)

Investing activities 107 (383) (235)

  $ 1,071 $ (549) $ (1,268)

  2021 2020 2019

Expenditures on exploration and evaluation assets $ 12 $ 36 $ 73

Net proceeds on sale of exploration and evaluation assets (11) (31) —

Net expenditures on exploration and evaluation assets $ 1 $ 5 $ 73

(1) Included in Other long-term liabilities at December 31, 2021 is $48 million of deferred purchase consideration payable over the next two years  
(December 31, 2020 – $72 million; 2019 - $95 million). 
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The following table summarizes movements in the Company's liabilities arising from financing activities for the years' ended 
December 31, 2021 and 2020:

Long-term 
debt

Cash flow 
hedges on  
US dollar  

debt  
securities

Lease 
liabilities

Liabilities  
from  

financing 
activities

At December 31, 2019 $ 20,982 $ (199) $ 1,809 $ 22,592

Changes from financing cash flows:

Issue of long-term debt, net (1) 719 — — 719

Repayment of Painted Pony long-term debt (397) — — (397)

Proceeds on settlement of cross currency swaps — 166 — 166

Payment of lease liabilities — — (225) (225)

Non-cash changes:

Assumption of Painted Pony long-term debt 397 — — 397

Lease additions — — 148 148

Changes in foreign exchange and fair value (2) (248) 5 (42) (285)

At December 31, 2020 21,453 (28) 1,690 23,115

Changes from financing cash flows:

Repayment of long-term debt, net (1) (6,779) — — (6,779)

Repayment of Storm long-term debt (183) — — (183)

Payment of lease liabilities — — (209) (209)

Non-cash changes:

Assumption of Storm long-term debt 183 — — 183

Lease additions — — 88 88

Changes in foreign exchange and fair value (2) 20 (91) 15 (56)

At December 31, 2021 $ 14,694 $ (119) $ 1,584 $ 16,159

(1) Includes original issue discounts and premiums, and directly attributable transaction costs.

(2) Includes foreign exchange (gain) loss, changes in the fair value of cash flow hedges on US dollar debt securities, the amortization of original issue 
discounts and premiums and directly attributable transaction costs, and derecognition of lease liabilities.
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22. Segmented Information
The Company’s exploration and production activities are conducted in three geographic segments: North America, North 
Sea and Offshore Africa. These activities include the exploration, development, production and marketing of crude oil, natural 
gas liquids and natural gas. The Company’s Oil Sands Mining and Upgrading activities are reported in a separate segment 
from exploration and production activities. Midstream and Refining activities include the Company’s pipeline operations, an 
electricity co-generation system and NWRP.

Segmented revenue and segmented results include transactions between business segments. Sales between segments 
are made at prices that approximate market prices, taking into account the volumes involved. These transactions and any 
unrealized profits and losses are eliminated on consolidation, unless unrealized losses provide evidence of an impairment of 
the asset transferred. Sales to external customers are based on the location of the seller.

North America North Sea Offshore Africa

(millions of Canadian dollars) 2021 2020 2019 2021 2020 2019 2021 2020 2019

Segmented product sales

Crude oil and NGLs (1) $ 14,478 $ 7,480 $ 9,679 $ 607 $ 417 $ 860 $ 420 $ 318 $ 632

Natural gas 2,484 1,242 1,150 5 12 57 31 42 67

Other income and revenue (2) 119 41 6 (1) 3 5 7 18 8

Total segmented product sales 17,081 8,763 10,835 611 432 922 458 378 707

Less: royalties (1,694) (503) (998) (1) (1) (2) (21) (16) (42)

Segmented revenue 15,387 8,260 9,837 610 431 920 437 362 665

Segmented expenses

Production 2,963 2,510 2,425 383 321 391 91 103 109
Transportation, blending and  
 feedstock (1) (3) 4,772 3,393 2,935 7 15 19 1 1 2
Depletion, depreciation and  
 amortization 3,569 3,780 3,326 160 277 308 142 190 242
Asset retirement obligation  
 accretion 101 97 95 21 30 28 6 6 6
Risk management activities  
 (commodity derivatives) 29 (20) 49 — — — — — —
Gain on acquisitions (478) (217) — — — — — — —

Income from NWRP — — — — — — — — —

Equity loss from investments — — — — — — — — —

Total segmented expenses 10,956 9,543 8,830 571 643 746 240 300 359

Segmented earnings (loss) $ 4,431 $ (1,283) $ 1,007 $ 39 $ (212) $ 174 $ 197 $ 62 $ 306

Non–segmented expenses
Administration

Share-based compensation
Interest and other financing  
 expense
Risk management activities  
 (other)
Foreign exchange gain

(Gain) loss from investments

Total non–segmented expenses

Earnings (loss) before taxes

Current income tax

Deferred income tax

Net earnings (loss)

Oil Sands Mining  
and Upgrading

Midstream  
and Refining

Inter–segment elimination 
and Other Total

2021 2020 2019 2021 2020 2019 2021 2020 2019 2021 2020 2019

$ 14,033 $ 7,389 $ 11,340 $ 78 $ 83 $ 88 $ (360) $ (108) $ 351 $ 29,256 $ 15,579 $ 22,950

— — — — — — 196 182 145 2,716 1,478 1,419

73 139 6 681 202 — 3 31 — 882 434 25

14,106 7,528 11,346 759 285 88 (161) 105 496 32,854 17,491 24,394

(1,081) (78) (481) — — — — — — (2,797) (598) (1,523)

13,025 7,450 10,865 759 285 88 (161) 105 496 30,057 16,893 22,871

3,414 3,114 3,276 234 184 20 67 48 56 7,152 6,280 6,277

1,505 881 1,306 550 181 — (231) 27 437 6,604 4,498 4,699

1,838 1,784 1,656 15 15 14 — — — 5,724 6,046 5,546

57 72 61 — — — — — — 185 205 190

— — — — — — — — — 29 (20) 49
— — — — — — — — — (478) (217) —

— — — (400) — — — — — (400) — —

— — — — — 287 — — — — — 287

6,814 5,851 6,299 399 380 321 (164) 75 493 18,816 16,792 17,048

$ 6,211 $ 1,599 $ 4,566 $ 360 $ (95) $ (233) $ 3 $ 30 $ 3 $ 11,241 $ 101 $ 5,823

366 391 344

514 (82) 223

711 756 836

7 13 28

(127) (275) (570)

(141) 171 6

1,330 974 867

9,911 (873) 4,956

1,848 (257) 434

399 (181) (894)

$ 7,664 $ (435) $ 5,416

(1) Includes blending and feedstock costs associated with the processing of third party bitumen and other purchased feedstock in the Oil Sands Mining and 
Upgrading segment.

(2) Includes the sale of diesel and other refined products and other income, including government grants and recoveries associated with the joint operations 
partners' share of the costs of lease contracts.

(3) Includes a provision of $143 million relating to the Keystone XL pipeline project in the North America segment in 2020. 
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North America North Sea Offshore Africa

(millions of Canadian dollars) 2021 2020 2019 2021 2020 2019 2021 2020 2019

Segmented product sales

Crude oil and NGLs (1) $ 14,478 $ 7,480 $ 9,679 $ 607 $ 417 $ 860 $ 420 $ 318 $ 632

Natural gas 2,484 1,242 1,150 5 12 57 31 42 67

Other income and revenue (2) 119 41 6 (1) 3 5 7 18 8

Total segmented product sales 17,081 8,763 10,835 611 432 922 458 378 707

Less: royalties (1,694) (503) (998) (1) (1) (2) (21) (16) (42)

Segmented revenue 15,387 8,260 9,837 610 431 920 437 362 665

Segmented expenses

Production 2,963 2,510 2,425 383 321 391 91 103 109
Transportation, blending and  
 feedstock (1) (3) 4,772 3,393 2,935 7 15 19 1 1 2
Depletion, depreciation and  
 amortization 3,569 3,780 3,326 160 277 308 142 190 242
Asset retirement obligation  
 accretion 101 97 95 21 30 28 6 6 6
Risk management activities  
 (commodity derivatives) 29 (20) 49 — — — — — —
Gain on acquisitions (478) (217) — — — — — — —

Income from NWRP — — — — — — — — —

Equity loss from investments — — — — — — — — —

Total segmented expenses 10,956 9,543 8,830 571 643 746 240 300 359

Segmented earnings (loss) $ 4,431 $ (1,283) $ 1,007 $ 39 $ (212) $ 174 $ 197 $ 62 $ 306

Non–segmented expenses
Administration

Share-based compensation
Interest and other financing  
 expense
Risk management activities  
 (other)
Foreign exchange gain

(Gain) loss from investments

Total non–segmented expenses

Earnings (loss) before taxes

Current income tax

Deferred income tax

Net earnings (loss)

Inter-segment elimination and Other includes internal and corporate transportation and electricity charges. Production, 
processing and other purchasing and selling activities, that are not included in the preceding segments are also reported in 
the segmented information as Inter-segment eliminations and Other.

Operating segments are reported in a manner consistent with the internal reporting provided to the Company’s chief operating 
decision makers.

Oil Sands Mining  
and Upgrading

Midstream  
and Refining

Inter–segment elimination 
and Other Total

2021 2020 2019 2021 2020 2019 2021 2020 2019 2021 2020 2019

$ 14,033 $ 7,389 $ 11,340 $ 78 $ 83 $ 88 $ (360) $ (108) $ 351 $ 29,256 $ 15,579 $ 22,950

— — — — — — 196 182 145 2,716 1,478 1,419

73 139 6 681 202 — 3 31 — 882 434 25

14,106 7,528 11,346 759 285 88 (161) 105 496 32,854 17,491 24,394

(1,081) (78) (481) — — — — — — (2,797) (598) (1,523)

13,025 7,450 10,865 759 285 88 (161) 105 496 30,057 16,893 22,871

3,414 3,114 3,276 234 184 20 67 48 56 7,152 6,280 6,277

1,505 881 1,306 550 181 — (231) 27 437 6,604 4,498 4,699

1,838 1,784 1,656 15 15 14 — — — 5,724 6,046 5,546

57 72 61 — — — — — — 185 205 190

— — — — — — — — — 29 (20) 49
— — — — — — — — — (478) (217) —

— — — (400) — — — — — (400) — —

— — — — — 287 — — — — — 287

6,814 5,851 6,299 399 380 321 (164) 75 493 18,816 16,792 17,048

$ 6,211 $ 1,599 $ 4,566 $ 360 $ (95) $ (233) $ 3 $ 30 $ 3 $ 11,241 $ 101 $ 5,823

366 391 344

514 (82) 223

711 756 836

7 13 28

(127) (275) (570)

(141) 171 6

1,330 974 867

9,911 (873) 4,956

1,848 (257) 434

399 (181) (894)

$ 7,664 $ (435) $ 5,416
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CAPITAL EXPENDITURES (1)

  2021 2020

 
Net  

expenditures

Non-cash 
and fair value 

changes (2)

Capitalized 
costs

Net 
expenditures 

Non-cash 
and fair value 

changes (2)

Capitalized 
costs

Exploration and
 evaluation assets            

Exploration and
   Production            
North America $ (7) $ (36) $ (43) $ (7) $ (150) $ (157)
Offshore Africa 8 — 8 12 3 15
Oil Sands Mining 
   and Upgrading — (150) (150) — — —

  1 (186) (185) 5 (147) (142)

Property, plant and
 equipment            

Exploration and
   Production            
North America (3) (4) 2,486 1,351 3,837 999 371 1,370
North Sea 173 38 211 122 (21) 101
Offshore Africa 54 (6) 48 87 7 94

  2,713 1,383 4,096 1,208 357 1,565
Oil Sands Mining 
   and Upgrading (5) 1,747 (601) 1,146 1,323 (629) 694
Midstream and   
 Refining 9 — 9 5 1 6
Head office 23 — 23 19 — 19

4,492 782 5,274 2,555 (271) 2,284
  $ 4,493 $ 596 $ 5,089 $ 2,560 $ (418) $ 2,142

(1) This table provides a reconciliation of capitalized costs, reported in note 6 and note 7, to net expenditures reported in the investing activities section of the 
statements of cash flows. The reconciliation excludes the impact of foreign exchange adjustments.

(2) Derecognitions, asset retirement obligations, transfer of exploration and evaluation assets, and other fair value adjustments.

(3) Includes cash consideration paid of $771 million for the acquisition of Storm in 2021.

(4) Includes cash consideration paid of $111 million for the acquisition of Painted Pony in 2020.

(5) Net expenditures includes the acquisition of a 5% net carried interest on an existing oil sands lease during 2021, capitalized interest and  
share-based compensation.

SEGMENTED ASSETS

  2021 2020
Exploration and Production    

North America $ 30,645 $ 29,094
North Sea 1,561 1,624
Offshore Africa 1,332 1,407
Other 40 81

Oil Sands Mining and Upgrading 42,016 41,567
Midstream and Refining 886 1,301
Head office 185 202
  $ 76,665 $ 75,276
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23. Remuneration of Directors and Senior Management

REMUNERATION OF NON-MANAGEMENT DIRECTORS 
  2021 2020 2019

Fees earned $ 2 $ 2 $ 2

REMUNERATION OF SENIOR MANAGEMENT (1)

  2021 2020 2019

Salary $ 2 $ 2 $ 2

Common stock option based awards 10 9 8

Annual incentive plans 6 4 6

Long-term incentive plans 19 14 20

  $ 37 $ 29 $ 36

(1) Senior management identified above are consistent with the disclosure on Named Executive Officers provided in the Company’s  
Information Circular to shareholders for the respective years.
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Supplementary Oil & Gas Information for the Fiscal 
Year Ended December 31, 2021 (Unaudited)
This supplementary crude oil and natural gas information is provided in accordance with the United States Financial Accounting 
Standards Board ("FASB") Topic 932 – "Extractive Activities – Oil and Gas" and where applicable, financial information is prepared 
in accordance with International Financial Reporting Standards ("IFRS").

For the years ended December 31, 2021, 2020, 2019 and 2018 the Company filed its reserves information under National 
Instrument 51-101 – "Standards of Disclosure of Oil and Gas Activities" ("NI 51-101"), which prescribes the standards for the 
preparation and disclosure of reserves and related information for companies listed in Canada.

There are significant differences in the type of volumes disclosed and the basis from which the volumes are economically 
determined under the United States Securities and Exchange Commission ("SEC") requirements and NI 51-101. The SEC 
requires disclosure of net reserves, after royalties, using 12-month average prices and current costs; whereas NI 51-101 
requires gross reserves, before royalties, using forecast pricing and costs. Therefore the difference between the reported 
numbers under the two disclosure standards can be material.

For the purposes of determining proved crude oil and natural gas reserves for SEC requirements as at December 31, 2021, 
2020, 2019 and 2018 the Company used the 12-month average price, defined by the SEC as the unweighted arithmetic 
average of the first-day-of-the-month price for each month within the 12-month period prior to the end of the reporting period. 
The Company has used the following 12-month average benchmark prices to determine its 2021 and 2020 reserves for  
SEC requirements.

Crude Oil and NGLs Natural Gas

WTI WCS
Canadian 

Light Sweet
Cromer 

LSB Brent
Edmonton 

C5+ Henry Hub AECO

BC 
Westcoast 

Station 2
(US$/bbl) (C$/bbl) (C$/bbl) (C$/bbl) (US$/bbl) (C$/bbl) (US$/MMBtu) (C$/MMBtu) (C$/MMBtu)

2021:

66.34 67.68 77.87 78.17 68.92 83.05 3.68 3.39 2.90

2020:

39.77 34.84 45.02 45.55 43.43 50.41 2.16 2.17 2.10

A foreign exchange rate of US$0.7972/C$1.00 was used in the 2021 evaluation (2020 - US$0.7462/C$1.00), determined on the 
same basis as the 12-month average price.

Net Proved Crude Oil and Natural Gas Reserves
The Company retains Independent Qualified Reserves Evaluators to evaluate and review the Company's proved crude oil, 
bitumen, synthetic crude oil ("SCO"), natural gas, and natural gas liquids ("NGLs") reserves.

	■ For the years ended December 31, 2021, 2020, 2019 and 2018, the reports by GLJ Ltd. covered 100% of the Company’s 
SCO reserves. With the inclusion of non-traditional resources within the definition of “oil and gas producing activities” 
in the SEC’s modernization of oil and gas reporting rules, effective January 1, 2010 these reserves volumes are included 
within the Company’s crude oil and natural gas reserves totals.

	■ For the years ended December 31, 2021, 2020, 2019 and 2018, the reports by Sproule Associates Limited and Sproule 
International Limited covered 100% of the Company’s crude oil, bitumen, natural gas and NGLs reserves.

Proved crude oil and natural gas reserves, as defined within the SEC's Regulation S-X, are the estimated quantities of oil 
and gas that by analysis of geoscience and engineering data demonstrate with reasonable certainty to be economically 
producible, from a given date forward, from known reservoirs under existing economic conditions, operating methods and 
government regulations. Developed crude oil and natural gas reserves are reserves of any category that can be expected to be 
recovered from existing wells with existing equipment and operating methods or in which the cost of the required equipment 
is relatively minor compared to the cost of drilling a new well; and through installed extraction equipment and infrastructure 
operational at the time of the reserves estimate if the extraction is by means not involving a well. Undeveloped crude oil and 
natural gas reserves are reserves of any category that are expected to be recovered from new wells on undrilled acreage, or 
from existing wells where a relatively major expenditure is required for recompletion.

Estimates of crude oil and natural gas reserves are subject to uncertainty and will change as additional information regarding 
producing fields and technology becomes available and as future economic and operating conditions change.
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The following tables summarize the Company's proved and proved developed crude oil and natural gas reserves, net of 
royalties, as at December 31, 2021, 2020, 2019 and 2018:

 North America  

Crude Oil and NGLs (MMbbl) (1)
Synthetic
Crude Oil Bitumen (2)

Crude 
Oil & 
NGLs

North
America

Total
North 

 Sea
Offshore

Africa Total

Net Proved Reserves              

Reserves, December 31, 2018 5,661 1,469 604 7,734 114 71 7,919

Extensions and discoveries 334 18 12 364 — — 364

Improved recovery — 169 12 181 — — 181

Purchases of reserves in place — 666 2 668 — — 668

Sales of reserves in place — — — — — — —

Production (137) (81) (49) (267) (10) (7) (285)

Economic revisions due to prices (3) (288) 3 — (285) (1) 1 (285)

Revisions of prior estimates (17) (27) 17 (28) 3 6 (19)

Reserves, December 31, 2019 5,554 2,216 598 8,368 105 70 8,544

Extensions and discoveries 708 8 10 726 — — 726

Improved recovery — 49 9 58 — — 58

Purchases of reserves in place — — 28 28 — — 28

Sales of reserves in place — — — — — — —

Production (151) (109) (45) (305) (8) (6) (320)

Economic revisions due to prices (4) 701 207 (94) 814 (12) 3 805

Revisions of prior estimates 36 41 20 97 3 4 103

Reserves, December 31, 2020 6,847 2,413 525 9,785 87 71 9,943

Extensions and discoveries — 101 14 115 — — 115

Improved recovery — 19 14 33 — — 33

Purchases of reserves in place — — 52 52 — — 52

Sales of reserves in place — — — — — — —

Production (150) (103) (45) (297) (6) (5) (309)

Economic revisions due to prices (5) (927) (296) 108 (1,115) 1 (4) (1,118)

Revisions of prior estimates 174 155 40 369 (3) 2 368

Reserves, December 31, 2021 5,944 2,289 708 8,941 79 64 9,083

Net proved developed reserves              

December 31, 2018 5,661 461 378 6,500 37 34 6,571

December 31, 2019 5,452 661 354 6,466 38 39 6,543

December 31, 2020 6,770 628 285 7,682 32 37 7,751

December 31, 2021 5,929 584 370 6,883 39 38 6,960

(1) Information in the reserves data tables may not add due to rounding.

(2) Bitumen as defined by the SEC, "is petroleum in a solid or semi-solid state in natural deposits with a viscosity greater than 10,000 centipoise measured at 
original temperature in the deposit and atmospheric pressure, on a gas free basis." Under this definition, all the Company's thermal and primary heavy crude 
oil reserves have been classified as bitumen.

(3) Reflects the impact of increased royalties at Oil Sands Mining and Upgrading (SCO) due to higher bitumen pricing resulting in higher royalties and lower  
net reserves.

(4) Reflects the impact of decreased royalties at Oil Sands Mining and Upgrading (SCO) and thermal Bitumen due to lower bitumen pricing resulting in lower 
royalties and higher net reserves.

(5) Reflects the impact of increased royalties at Oil Sands Mining and Upgrading (SCO) and thermal Bitumen due to higher bitumen pricing resulting in higher 
royalties and lower net reserves.
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2021 total proved Crude Oil and NGLs reserves decreased by 860 MMbbl:

	■ Extensions and discoveries: Increase of 115 MMbbl primarily due to extension drilling/future offset additions at various 
Bitumen properties.

	■ Improved recovery: Increase of 33 MMbbl primarily due to increased recovery of thermal Bitumen at Jackfish and Kirby 
properties and infill drilling/future offset additions at various Crude Oil and natural gas (NGLs) properties.

	■ Purchases of reserves in place: Increase of 52 MMbbl primarily due to natural gas (NGLs) acquisitions in northeast  
British Columbia. 

	■ Production: Decrease of 309 MMbbl.
	■ Economic revisions due to prices: Decrease of 1,118 MMbbl primarily at Oil Sands Mining and Upgrading (SCO) and 

thermal Bitumen properties due to higher bitumen pricing resulting in higher royalties and lower net reserves.
	■ Revisions of prior estimates: Increase of 368 MMbbl primarily due to transfers from beyond the 50-year reserves life cutoff 

at Oil Sands Mining and Upgrading (SCO) and improved performance at various North America and Offshore Africa Crude 
Oil, Bitumen and natural gas (NGLs) properties. 

2020 total proved Crude Oil and NGLs reserves increased by 1,400 MMbbl:

	■ Extensions and discoveries: Increase of 726 MMbbl primarily due to the pit extension at Oil Sands Mining and Upgrading 
(SCO) and extension drilling/future offset additions at various Bitumen, Crude Oil and natural gas (NGLs) properties.

	■ Improved recovery: Increase of 58 MMbbl primarily due to increased steamflood recovery of Bitumen at Primrose and infill 
drilling/future offset additions at various Bitumen, Crude Oil and natural gas (NGLs) properties.

	■ Purchases of reserves in place: Increase of 28 MMbbl primarily of NGLs from the acquisition of Painted Pony Energy Ltd.
	■ Production: Decrease of 320 MMbbl.
	■ Economic revisions due to prices: Increase of 805 MMbbl primarily at Oil Sands Mining and Upgrading (SCO) and thermal 

Bitumen properties due to lower bitumen pricing resulting in lower royalties and higher net reserves, partially offset by 
uneconomic reserves at several North America Bitumen (primary heavy crude oil) and Crude Oil properties.

	■ Revisions of prior estimates: Increase of 103 MMbbl primarily due to improved mine performance and mine model changes 
at Oil Sands Mining and Upgrading (SCO) and improved performance at North America, North Sea and Offshore Africa 
Crude Oil, Bitumen and various natural gas (NGLs) properties.

2019 total proved Crude Oil and NGLs reserves increased by 625 MMbbl:

	■ Extensions and discoveries: Increase of 364 MMbbl primarily due to transfer of reserves from the probable category at Oil 
Sands Mining and Upgrading (SCO) and extension drilling/future offset additions at various Bitumen, Crude Oil and natural 
gas (NGLs) properties.

	■ Improved recovery: Increase of 181 MMbbl primarily due to increased steamflood recovery at the Primrose thermal oil 
(Bitumen) project.

	■ Purchases of reserves in place: Increase of 668 MMbbl primarily due to Bitumen property acquisitions from Devon Canada.
	■ Production: Decrease of 285 MMbbl.
	■ Economic revisions due to prices: Decrease of 285 MMbbl primarily at Oil Sands Mining and Upgrading (SCO) due to 

higher Bitumen pricing resulting in higher royalties and lower net reserves.
	■ Revisions of prior estimates: Decrease of 19 MMbbl primarily due to the 50-year reserves life cutoff at the Primrose 

thermal oil (Bitumen) project, increased royalties at Oil Sands Mining and Upgrading (SCO) as a result of lower operating 
costs, and the removal of future extension and infill undeveloped reserves in certain Crude Oil and Bitumen properties 
due to revised Company development plans, offset by improved performance at the Pelican Lake (Crude Oil) project and 
various natural gas (NGLs) properties.
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Natural Gas (Bcf) (1)
North 

 America
North 

 Sea
Offshore 

 Africa Total

Net Proved Reserves      

Reserves, December 31, 2018 4,306 27 21 4,354

Extensions and discoveries 106 — — 106

Improved recovery 202 — — 202

Purchases of reserves in place 34 — — 34

Sales of reserves in place — — — —

Production (511) (9) (8) (528)

Economic revisions due to prices 246 — 2 248

Revisions of prior estimates 346 (2) 23 367

Reserves, December 31, 2019 4,728 16 38 4,782

Extensions and discoveries 173 — — 173

Improved recovery 159 — — 159

Purchases of reserves in place 2,614 — — 2,615

Sales of reserves in place (4) — — (4)

Production (515) (4) (5) (524)

Economic revisions due to prices 97 — 4 100

Revisions of prior estimates 402 — (3) 399

Reserves, December 31, 2020 7,655 12 34 7,701

Extensions and discoveries 545 — — 545

Improved recovery 161 — — 161

Purchases of reserves in place 1,654 — — 1,654

Sales of reserves in place (1) — — (1)

Production (581) (1) (4) (587)

Economic revisions due to prices 712 — (4) 708

Revisions of prior estimates 1,139 (3) — 1,136

Reserves, December 31, 2021 11,285 8 25 11,318

Net proved developed reserves

December 31, 2018 2,382 23 12 2,417

December 31, 2019 2,342 11 28 2,381

December 31, 2020 3,116 6 22 3,144

December 31, 2021 4,469 3 20 4,492

(1) Information in the reserves data tables may not add due to rounding.

2021 total proved Natural Gas reserves increased by 3,617 Bcf primarily due to the following: 

	■ Extensions and discoveries: Increase of 545 Bcf primarily due to extension drilling/future offsets additions in the Montney 
formation of northwest Alberta and northeast British Columbia.

	■ Improved recovery: Increase of 161 Bcf primarily due to infill drilling/future offsets additions in the Montney formation of 
northwest Alberta and northeast British Columbia.

	■ Purchases of reserves in place: Increase of 1,654 Bcf primarily due to the Storm Resources Ltd. and other acquisitions in 
northeast British Columbia. 

	■ Sales of reserves in place: Decrease of 1 Bcf from Natural Gas properties in North America.
	■ Production: Decrease of 587 Bcf.
	■ Economic revisions due to prices: Increase of 708 Bcf primarily due to increased Natural Gas price in North America.
	■ Revisions of prior estimates: Increase of 1,136 Bcf primarily due to overall positive revisions in several North American 

core areas as a result of increased performance and category transfers from probable to proved. 
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2020 total proved Natural Gas reserves increased by 2,919 Bcf primarily due to the following: 

	■ Extensions and discoveries: Increase of 173 Bcf primarily due to extension drilling/future offset additions in the Montney 
and other unconventional formations of northwest Alberta and northeast British Columbia.

	■ Improved recovery: Increase of 159 Bcf primarily due to infill drilling/future offset additions in the Montney and other 
unconventional formations of northwest Alberta and northeast British Columbia.

	■ Purchases of reserves in place: Increase of 2,615 Bcf primarily due to the acquisition of Painted Pony Energy Ltd. 
	■ Sales of reserves in place: Decrease of 4 Bcf from Natural Gas properties in North America.
	■ Production: Decrease of 524 Bcf.
	■ Economic revisions due to prices: Increase of 100 Bcf primarily due to increased Natural Gas price in North America.
	■ Revisions of prior estimates: Increase of 399 Bcf primarily due to overall positive revisions in several North America core 

areas as a result of increased recovery and category transfers from probable to proved, partially offset by removal of future 
extension and infill undeveloped reserves in North America properties due to revised Company development plans. 

2019 total proved Natural Gas reserves increased by 428 Bcf primarily due to the following:

	■ Extensions and discoveries: Increase of 106 Bcf primarily due to extension drilling/future offset additions in the Montney 
formation of northwest Alberta and northeast British Columbia.

	■ Improved recovery: Increase of 202 Bcf primarily due to infill drilling/future offset additions in the Montney formation of 
northwest Alberta and northeast British Columbia.

	■ Purchases of reserves in place: Increase of 34 Bcf primarily due to property acquisitions in several North America  
core areas.

	■ Production: Decrease of 528 Bcf.
	■ Economic revisions due to prices: Increase of 248 Bcf primarily due to increased Natural Gas price in North America.
	■ Revisions of prior estimates: Increase of 367 Bcf primarily due to overall positive revisions in several North America and 

Offshore Africa core areas as a result of increased recovery and category transfers from probable to proved. The increase 
is also due to improved economics on undeveloped reserves which, when combined with lower long term royalty rates, 
results in increased net, after royalties, reserves.

Capitalized Costs Related to Crude Oil and Natural Gas Activities
  2021

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Proved properties $ 124,690 $ 7,438 $ 3,980 $ 136,108

Unproved properties 2,159 — 91 2,250

  126,849 7,438 4,071 138,358

Less: accumulated depletion and depreciation (61,231) (5,951) (2,923) (70,105)

Net capitalized costs $ 65,618 $ 1,487 $ 1,148 $ 68,253

  2020

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Proved properties $ 119,707 $ 7,283 $ 3,963 $ 130,953

Unproved properties 2,353 — 83 2,436

  122,060 7,283 4,046 133,389

Less: accumulated depletion and depreciation (56,930) (5,853) (2,822) (65,605)

Net capitalized costs $ 65,130 $ 1,430 $ 1,224 $ 67,784

  2019

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore  
Africa

 
Total

Proved properties $ 117,643 $ 7,296 $ 3,933 $ 128,872

Unproved properties 2,510 — 69 2,579

  120,153 7,296 4,002 131,451

Less: accumulated depletion and depreciation (52,824) (5,712) (2,712) (61,248)

Net capitalized costs $ 67,329 $ 1,584 $ 1,290 $ 70,203
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Costs Incurred in Crude Oil and Natural Gas Activities
2021

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore  
Africa

 
Total

Property acquisitions        

Proved $ 1,371 $ — $ — $ 1,371

Unproved 26 — — 26

Exploration 4 — 8 12

Development 4,301 208 48 4,557

Costs incurred $ 5,702 $ 208 $ 56 $ 5,966

2020

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Property acquisitions        

Proved $ 750 $ — $ — $ 750

Unproved 15 — — 15

Exploration 22 — 15 37

Development 2,338 104 94 2,536

Costs incurred $ 3,125 $ 104 $ 109 $ 3,338

  2019

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Property acquisitions        

Proved $ 3,405 $ — $ — $ 3,405

Unproved 91 — — 91

Exploration 38 — 33 71

Development 4,687 349 233 5,269

Costs incurred $ 8,221 $ 349 $ 266 $ 8,836

Results of Operations from Crude Oil and Natural Gas Producing Activities
The Company's results of operations from crude oil and natural gas producing activities for the years ended December 31, 
2021, 2020 and 2019 are summarized in the following tables:

2021

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Crude oil and natural gas revenue, net of royalties,   
 blending and feedstock costs $ 23,111 $ 611 $ 438 $ 24,160

Production (6,377) (383) (91) (6,851)

Transportation (1,176) (7) (1) (1,184)

Depletion, depreciation and amortization (5,407) (160) (142) (5,709)

Asset retirement obligation accretion (158) (21) (6) (185)

Petroleum revenue tax — 33 — 33

Income tax (2,317) (29) (50) (2,396)

Results of operations $ 7,676 $ 44 $ 148 $ 7,868
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2020

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Crude oil and natural gas revenue, net of royalties,  
 blending and feedstock costs $ 12,520 $ 432 $ 354 $ 13,306

Production (5,624) (321) (103) (6,048)

Transportation (1,258) (15) (1) (1,274)

Depletion, depreciation and amortization (5,564) (277) (190) (6,031)

Asset retirement obligation accretion (169) (30) (6) (205)

Petroleum revenue tax — 31 — 31

Income tax 23 72 (13) 82

Results of operations $ (72) $ (108) $ 41 $ (139)

2019

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore 
Africa

 
Total

Crude oil and natural gas revenue, net of royalties,  
 blending and feedstock costs $ 17,348 $ 920 $ 676 $ 18,944

Production (5,701) (391) (109) (6,201)

Transportation (968) (19) (2) (989)

Depletion, depreciation and amortization (4,982) (308) (242) (5,532)

Asset retirement obligation accretion (156) (28) (6) (190)

Petroleum revenue tax — 88 — 88

Income tax (1,468) (105) (79) (1,652)

Results of operations $ 4,073 $ 157 $ 238 $ 4,468

Standardized Measure of Discounted Future Net Cash Flows from Proved 
Crude Oil and Natural Gas Reserves and Changes Therein

The following standardized measure of discounted future net cash flows from proved crude oil and natural gas reserves has 
been computed using the 12-month average price, defined by the SEC as the unweighted arithmetic average of the first-day-
of-the-month price for each month within the 12-month period prior to the end of the reporting period, costs as at the balance 
sheet date and year-end statutory income tax rates. A discount factor of 10% has been applied in determining the standardized 
measure of discounted future net cash flows. The Company does not believe that the standardized measure of discounted 
future net cash flows will be representative of actual future net cash flows and should not be considered to represent the fair 
value of the crude oil and natural gas properties. Actual net cash flows will differ from the presented estimated future net cash 
flows due to several factors including:

	■ Future production will include production not only from proved properties, but may also include production from probable 
and possible reserves;

	■ Future production of crude oil and natural gas from proved properties will differ from reserves estimated;
	■ Future production rates will vary from those estimated;
	■ Future prices and costs rather than 12-month average prices and costs as at the balance sheet date will apply;
	■ Economic factors such as interest rates, income tax rates, regulatory and fiscal environments and operating conditions 

will change;
	■ Future estimated income taxes do not take into account the effects of future exploration and evaluation expenditures; and
	■ Future development and asset retirement obligations will differ from those estimated.

Future net revenues, development, production and asset retirement obligation costs have been based upon the estimates 
referred to above. The following tables summarize the Company's future net cash flows relating to proved crude oil and natural 
gas reserves based on the standardized measure as prescribed in FASB Topic 932 - "Extractive Activities - Oil and Gas":
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  2021

(millions of Canadian dollars)

North  
 America

North  
Sea

Offshore 
Africa

 
Total

Future cash inflows $ 679,123 $ 7,791 $ 5,581 $ 692,495

Future production costs (238,144) (4,074) (1,818) (244,036)

Future development costs and asset retirement obligations (77,375) (1,857) (1,142) (80,374)

Future income taxes (81,860) (719) (565) (83,144)

Future net cash flows 281,744 1,141 2,056 284,941

10% annual discount for timing of future cash flows (201,227) (142) (788) (202,157)

Standardized measure of future net cash flows $ 80,517 $ 999 $ 1,268 $ 82,784

  2020

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore  
 Africa

 
Total

Future cash inflows $ 404,193 $ 5,873 $ 4,172 $ 414,238

Future production costs (203,599) (3,259) (1,746) (208,604)

Future development costs and asset retirement obligations (72,935) (2,130) (1,032) (76,097)

Future income taxes (27,178) (141) (217) (27,536)

Future net cash flows 100,481 343 1,177 102,001

10% annual discount for timing of future cash flows (1) (74,395) 278 (373) (74,490)

Standardized measure of future net cash flows $ 26,086 $ 621 $ 804 $ 27,511

(1) Includes the impact of abandonment expenditures timing. 

2019

(millions of Canadian dollars)

North 
America

North  
Sea

Offshore  
Africa

 
Total

Future cash inflows $ 515,864 $ 10,030 $ 5,858 $ 531,752

Future production costs (194,076) (4,893) (2,081) (201,050)

Future development costs and asset retirement obligations (70,879) (2,648) (1,076) (74,603)

Future income taxes (53,759) (936) (547) (55,242)

Future net cash flows 197,150 1,553 2,154 200,857

10% annual discount for timing of future cash flows (136,616) (1) (715) (137,332)

Standardized measure of future net cash flows $ 60,534 $ 1,552 $ 1,439 $ 63,525

The principal sources of change in the standardized measure of discounted future net cash flows are summarized in the 
following table:

(millions of Canadian dollars) 2021 2020 2019

Sales of crude oil and natural gas produced, net of production costs $ (16,149) $ (6,127) $ (11,807)

Net changes in sales prices and production costs 74,558 (46,055) (3,515)

Extensions, discoveries and improved recovery 2,948 626 5,883

Changes in estimated future development costs (2,773) (153) (1,889)

Purchases of proved reserves in place 4,010 947 7,418

Sales of proved reserves in place (1) (1) —

Revisions of previous reserve estimates (186) 5,295 (3,384)

Accretion of discount 3,460 7,718 8,062

Changes in production timing and other 6,638 (4,830) 447

Net change in income taxes (17,232) 6,566 1,984

Net change 55,273 (36,014) 3,199

Balance  - beginning of year 27,511 63,525 60,326

Balance  - end of year $ 82,784 $ 27,511 $ 63,525
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Ten Year Review
Years ended December 31 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012

FINANCIAL INFORMATION (C$ millions, except per share amounts)

Net earnings (loss) 7,664 (435) 5,416 2,591 2,397 (204) (637) 3,929 2,270 1,892

Per share – basic ($/share) 6.49 (0.37) 4.55 2.13 2.04 (0.19) (0.58) 3.60 2.08 1.72

Per share – diluted ($/share) 6.46 (0.37) 4.54 2.12 2.03 (0.19) (0.58) 3.58 2.08 1.72

Cash flows from operating activities 14,478 4,714 8,829 10,121 7,262 3,452 5,632 8,459 7,218 6,209

Adjusted funds flow (1) 13,733 5,200 10,267 9,088 7,347 4,293 5,785 9,587 7,477 6,013

Per share – basic ($/share) 11.63 4.40 8.62 7.46 6.25 3.90 5.29 8.78 6.87 5.48

Per share – diluted ($/share) 11.57 4.40 8.61 7.43 6.21 3.89 5.28 8.74 6.86 5.47

Cash flows used in investing activities 3,703 2,819 7,255 4,814 13,102 3,811 5,465 11,177 7,006 5,927

Net capital expenditures (1) 4,908 3,206 7,121 4,731 17,129 3,794 3,853 11,744 7,274 6,308
Balance sheet information (C$ millions)

Adjusted working capital (2) (480) 626 241 (601) 513 1,056 1,193 (673) (1,574) (1,264)
Exploration and evaluation assets 2,250 2,436 2,579 2,637 2,632 2,382 2,586 3,557 2,609 2,611
Property, plant and equipment, net 66,400 65,752 68,043 64,559 65,170 50,910 51,475 52,480 46,487 44,028
Total assets 76,665 75,276 78,121 71,559 73,867 58,648 59,275 60,200 51,754 48,980
Long-term debt (3) 14,694 21,453 20,982 20,623 22,458 16,805 16,794 14,002 9,661 8,736
Shareholders' equity 36,945 32,380 34,991 31,974 31,653 26,267 27,381 28,891 25,772 24,283
SHARE INFORMATION
Common shares outstanding (thousands) 1,168,369 1,183,866 1,186,857 1,201,886 1,222,769 1,110,952 1,094,668 1,091,837 1,087,322 1,092,072
Weighted average shares outstanding  
   - basic (thousands) 1,181,250 1,181,768 1,190,977 1,218,798 1,175,094 1,100,471 1,093,862 1,091,754 1,088,682 1,097,084
Weighted average shares outstanding  
   - diluted (thousands) 1,186,557 1,181,768 1,193,106 1,223,758 1,182,823 1,100,471 1,093,862 1,096,822 1,090,541 1,099,519
Dividends declared ($/share) (4) 2.00 1.70 1.50 1.34 1.10 0.94 0.92 0.90 0.58 0.42
Trading statistics
TSX – C$
Trading volume (thousands) 1,568,872 1,866,414 904,013 806,254 588,422 653,727 728,033 717,580 683,003 729,700
Share Price ($/share)

High 55.59 42.57 42.56 49.08 47.00 46.74 42.46 49.57 36.04 41.12
Low 28.67 9.80 30.01 30.11 35.90 21.27 25.01 31.00 28.44 25.58
Close 53.45 30.59 42.00 32.94 44.92 42.79 30.22 35.92 35.94 28.64
NYSE – US$
Trading volume (thousands) 795,605 1,058,121 679,697 796,971 608,008 892,220 951,311 812,521 645,403 844,647
Share Price ($/share)

High 44.33 32.79 32.56 38.19 36.78 35.28 34.46 46.65 33.92 41.38
Low 22.40 6.71 22.58 21.85 27.53 14.60 18.94 26.53 26.98 25.01
Close 42.25 24.05 32.35 24.13 35.72 31.88 21.83 30.88 33.84 28.87
RATIOS
Debt to book capitalization (5) 27% 40% 37% 39% 41% 39% 38% 33% 27% 26%
After-tax return on average capital 

employed (6) 16% —% 11% 6% 6% —% (1)% 10% 7% 7%

Daily production before royalties per ten    
thousand common shares (BOE/d) 10.6 9.8 9.3 9.0 7.9 7.3 7.8 7.2 6.2 6.0

Total proved plus probable reserves per 
common share (BOE) (7) 14.5 13.5 12.0 11.1 9.7 8.3 8.3 8.1 7.3 7.2

Net asset value ($/share) (9) 119.36 71.62 97.09 101.89 81.41 74.77 73.39 78.99 72.41 62.38

(1) Non-GAAP Financial Measure. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.

(2) Calculated as current assets less current liabilities, excluding the current portion of long-term debt.

(3) Long-term debt includes current portion of long-term debt.

(4) On March 2, 2022, the Board of Directors approved a quarterly dividend of $0.75 per common share, an increase from the previous quarterly dividend of 
$0.5875 per common share. The dividend is payable on April 5, 2022.

(5) Capital Management Measure. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.

(6) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.

(7) Based upon company gross reserves (forecast price and costs, before royalties), using year end common shares outstanding.

(8) Company net reserves are company gross reserves after royalties. Reserves data may not add due to rounding and BOE values may not calculate exactly 
due to rounding.
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Years ended December 31 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012

COMPANY NET RESERVES (8)

Crude oil and NGLs (MMbbl) 
Company net total proved reserves

North America 8,740 8,980 8,129 7,163 6,423 3,909 3,645 3,380 3,290 3,268

North Sea 79 96 109 119 120 134 158 204 224 227

Offshore Africa 64 70 70 72 70 74 74 78 80 85

8,883 9,147 8,307 7,354 6,613 4,117 3,877 3,662 3,594 3,580

Company net proved plus probable reserves (after royalties)

North America 10,883 11,151 10,231 9,456 8,353 6,015 5,806 5,609 5,135 5,119

North Sea 117 160 175 186 180 252 284 308 325 332

Offshore Africa 85 94 93 98 102 108 113 119 122 127

11,085 11,405 10,499 9,740 8,635 6,375 6,203 6,036 5,582 5,578

Natural gas (Bcf)

Company net total proved reserves (after royalties)

North America 11,076 8,373 5,795 6,005 6,032 5,845 5,383 5,054 3,684 3,540

North Sea 8 12 16 27 21 41 39 83 91 82

Offshore Africa 25 32 37 21 15 23 21 36 38 48

11,109 8,417 5,849 6,053 6,068 5,909 5,443 5,173 3,813 3,670

Company net total proved plus probable reserves (after royalties)

North America 18,315 13,884 8,556 8,681 8,454 7,888 7,361 6,791 5,138 4,907

North Sea 11 17 21 38 32 85 96 114 125 102

Offshore Africa 39 48 52 44 47 55 50 68 70 76

18,364 13,949 8,630 8,763 8,533 8,028 7,507 6,973 5,333 5,085
Total company net proved reserves  

(after royalties) (MMBOE) 10,734 10,549 9,282 8,363 7,625 5,102 4,784 4,524 4,230 4,191
Total company net proved plus probable 

reserves (after royalties) (MMBOE) 14,146 13,730 11,938 11,202 10,057 7,713 7,454 7,198 6,471 6,426

OPERATING INFORMATION
Daily production (before royalties) (10)

Crude oil and NGLs (Mbbl/d)

North America –                         
Exploration and Production 473 460 406 351 359 351 400 391 344 326

North America –                                  
Oil Sands Mining and Upgrading 448 417 395 426 282 123 123 111 100 86

North Sea 18 23 28 24 23 24 22 17 18 20

Offshore Africa 14 17 21 20 20 26 19 12 16 19

952 918 850 821 685 524 564 531 478 451

Natural gas (MMcf/d)

North America 1,680 1,450 1,443 1,490 1,601 1,622 1,663 1,527 1,130 1,198

North Sea 3 12 24 32 39 38 36 7 4 2

Offshore Africa 12 15 24 26 22 31 27 21 24 20

1,695 1,477 1,491 1,548 1,662 1,691 1,726 1,555 1,158 1,220

Total production (before royalties) (MBOE/d) 1,235 1,164 1,099 1,079 962 806 852 790 671 655

PRODUCT PRICING (6) (11)

Average crude oil and NGLs price ($/bbl) (12) 63.71 31.90 55.08 46.92 48.57 36.93 41.13 77.04 73.81 72.44

Average natural gas price ($/Mcf) 4.07 2.40 2.34 2.61 2.76 2.32 3.16 4.83 3.30 2.70

Average SCO price ($/bbl) (13) 77.95 43.98 70.18 68.61 63.98 58.59 61.39 100.27 99.18 90.74

(9) Net present value, discounted at 10%, of the future net revenue (before income tax and excluding the ARO for existing development as at December 31, 
2021) of the Company’s total proved plus probable crude oil, natural gas and NGL reserves prepared using forecast prices and costs, as reported in the 
Company's AIF, plus the estimated market value of core unproved property at $285/acre (2021 to 2015, $300/acre from 2014 to 2012), less net debt divided 
by common shares outstanding. Net debt is long term debt plus/minus the working capital deficit/surplus. Future development costs and abandonment and 
reclamation costs attributable to future development activity have been applied against the future net revenue.

(10) Numbers may not add due to rounding.

(11) Product prices reflect realized product prices before blending costs, transportation costs and exclude risk management activities.

(12) Average crude oil and NGLs pricing excludes SCO.

(13) For years 2017 to 2021, average SCO product price includes AOSP realized product prices net of blending and feedstock costs.



Canadian Natural 2021 Annual Report  113

Corporate Information
Board of Directors
*Catherine M. Best, FCA, ICD.D (1)(2)

Corporate Director
Calgary, Alberta

*M. Elizabeth Cannon, O.C.(3)(4)(5)

Corporate Director
Calgary, Alberta

N. Murray Edwards, O.C.
Corporate Director
St. Moritz, Switzerland

*Dawn L. Farrell (1)(3)(4)

Corporate Director
Calgary, Alberta

*Christopher L. Fong (3)(5)

Corporate Director
Calgary, Alberta

*Ambassador Gordon D. Giffin (1)(4)

Partner, Dentons US LLP
Atlanta, Georgia

*Wilfred A. Gobert (1)(2)(4)

Corporate Director
Calgary, Alberta

Steve W. Laut (5)

Corporate Director
Calgary, Alberta

Tim S. McKay (3)

President, 
Canadian Natural Resources Limited
Calgary, Alberta

*Honourable Frank J. McKenna, P.C., O.C., O.N.B., Q.C. (2)(4)

Deputy Chair, TD Bank Group
Cap Pelé, New Brunswick

*David A. Tuer (1)(5)

Corporate Director
Calgary, Alberta

*Annette M. Verschuren, O.C. (2)(3)

Chairman and Chief Executive Officer, NRSTOR Inc.
Toronto, Ontario
(1) Audit Committee member
(2) Compensation Committee member
(3) Health, Safety, Asset Integrity and Environmental Committee member
(4) Nominating, Governance and Risk Committee member
(5) Reserves Committee member
*Determined to be independent by the Nominating, Governance and Risk 
Committee of the Board of Directors and pursuant to the independent 
standards established under National Instrument 58-101 and the 
New York Stock Exchange Corporate Governance Listing Standards. 
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Senior Vice-President, Corporate Development and Land
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Senior Vice-President, Safety, Risk Management  
and Innovation

Robin S. Zabek
Senior Vice-President, Exploitation

Erin L. Lunn
Vice-President, Land

Paul M. Mendes
Vice-President, Legal, General Counsel and 
Corporate Secretary

Kyle G. Pisio
Vice-President, Drilling, Completions and Asset Retirement

Roy D. Roth
Vice-President, Facilities and Pipelines
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Corporate Offices
HEAD OFFICE
Canadian Natural Resources Limited
2100, 855 – 2 Street S. W.
Calgary, Alberta T2P 4J8
Telephone: (403) 517-6700
Facsimile: (403) 517-7350
Website: www.cnrl.com

INVESTOR RELATIONS
Telephone: (403) 514-7777
Email: ir@cnrl.com

INTERNATIONAL OFFICE
CNR International (U.K.) Limited
St. Magnus House, Guild Street
Aberdeen AB11 6NJ Scotland

REGISTRAR AND TRANSFER AGENT
Computershare Trust Company of Canada
Calgary, Alberta
Toronto, Ontario
Computershare Investor Services LLC 
New York, New York

AUDITORS
PricewaterhouseCoopers LLP 
Calgary, Alberta

INDEPENDENT QUALIFIED RESERVES 
EVALUATORS
GLJ Ltd. 
Calgary, Alberta
Sproule Associates Limited 
Calgary, Alberta
Sproule International Limited 
Calgary, Alberta

STOCK LISTING – CNQ 
Toronto Stock Exchange 
The New York Stock Exchange

COMPANY DEFINITION
Throughout the annual report, Canadian Natural  
Resources Limited is referred to as “us”, “we”, “our”,  
“Canadian Natural”, or the “Company”.

CURRENCY
All amounts are reported  in Canadian currency unless  
otherwise stated.

ABBREVIATIONS
Abbreviations can be found on page 10.

METRIC CONVERSION CHART
To Convert To Multiply by

barrels cubic metres 0.159

thousand cubic feet cubic metres 28.174

feet metres 0.305

miles kilometres 1.609

acres hectares 0.405

tonnes tons 1.102

COMMON SHARE DIVIDEND
The Company paid its first dividend on its common shares on                   
April 1, 2001. Since then, dividends have been paid quarterly.  
The following table shows the aggregate amount of the cash  
dividends declared per common share of the Company and  
accrued in each of its last three years ended December 31, 2021. 

2021 2020 2019

Cash dividends declared  
per common share $ 2.00 $ 1.70 $ 1.50

NOTICE OF ANNUAL MEETING
In light of the unprecedented public health impact as a result  
of the outbreak of the novel coronavirus known as COVID-19,  
Canadian Natural’s Annual and Special Meeting of the  
Shareholders will be held in a virtual online format via live  
webcast on Thursday, May 5, 2022 at 1:00 p.m. Mountain  
Daylight Time. Please see our website, www.cnrl.com, for  
any location information updates.

CORPORATE GOVERNANCE

Canadian Natural’s corporate governance practices and disclosure of those practices are in compliance with National Policy 58-201 Corporate Governance 
Guidelines and National Instrument 58-101 Disclosure of Corporate Governance Practices. Canadian Natural, as a “foreign private issuer” in the United States, 
may rely on home jurisdiction listing standards for compliance with most of the New York Stock Exchange (“NYSE”) Corporate Governance Listing Standards 
but must disclose any significant differences between its corporate governance practices and those required for U.S. companies listed on the NYSE.

Canadian Natural follows Toronto Stock Exchange (“TSX”) rules with respect to shareholder approval of equity compensation plans and material revisions to 
such plans. TSX rules provide that only the creation of or material amendments to equity compensation plans which provide for new issuance of securities are 
subject to shareholder approval. However, the NYSE requires shareholder approval of all equity compensation plans whether they provide for the delivery of 
newly issued securities, or rely on securities acquired in the open market by the issuing company for the purposes of redistribution to plan beneficiaries, and 
material revisions to such plans. Canadian Natural has a performance share unit plan pursuant to which common shares are purchased through the TSX. This is 
not a new issue of securities under the performance share unit plan and under TSX rules the plan is not subject to shareholder approval.

Canadian Natural has included as exhibits to its Annual Report on Form 40-F for the 2021 fiscal year filed with the United States Securities and Exchange 
Commission certificates of the Chief Executive Officer and Chief Financial Officer certifying as to disclosure controls and procedures and internal control over 
financial reporting.

2021 Performance Highlights
Canadian Natural's diverse and balanced asset base along with the Company's continued focus on 
effective and efficient operations delivered several record operational and financial results in 2021.  
These strong results created significant value for the Company's shareholders in the year.

2021 2020 2019

FINANCIAL ($ millions, except per common share amounts)

Product sales (1) $ 32,854 $ 17,491 $ 24,394

Net earnings (loss) $ 7,664 $ (435) $ 5,416

Per common share – basic $ 6.49 $ (0.37) $ 4.55

– diluted $ 6.46 $ (0.37) $ 4.54

Adjusted net earnings (loss) from operations (2) $ 7,420 $ (756) $ 3,795

Per common share – basic (3) $ 6.28 $ (0.64) $ 3.19

– diluted (3) $ 6.25 $ (0.64) $ 3.18

Cash flows from operating activities $ 14,478 $ 4,714 $ 8,829

Adjusted funds flow (2) $ 13,733 $ 5,200 $ 10,267

Per common share – basic (3) $ 11.63 $ 4.40 $ 8.62

– diluted (3) $ 11.57 $ 4.40 $ 8.61

Cash flows used in investing activities $ 3,703 $ 2,819 $ 7,255

Net capital expenditures (2) $ 4,908 $ 3,206 $ 7,121

Long-term debt, net (4) $ 13,950 $ 21,269 $ 20,843

Shareholders' equity $ 36,945 $ 32,380 $ 34,991

Debt to book capitalization (4) 27% 40% 37%

(1) Further details related to product sales are disclosed in the "Segmented Information" note to the Company's audited consolidated financial statements.

(2) Non-GAAP Financial Measure. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's annual Management's Discussion and 
Analysis ("MD&A") for the year ended December 31, 2021, dated March 2, 2022, included in this annual report.

(3) Non-GAAP Ratio. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.

(4) Capital Management Measure. Refer to the "Non-GAAP and Other Financial Measures" section of the Company's MD&A.
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