MANAGEMENT'S REPORT

The management of Husky Energy Inc. (“the Company”) is responsible for the financial information and operating data presented in
this financial document.

The consolidated financial statements have been prepared by management in accordance with International Financial Reporting
Standards as issued by the International Accounting Standards Board. When alternative accounting methods exist, management has
chosen those it deems most appropriate in the circumstances. Financial statements are not precise as they include certain amounts
based on estimates and judgments. Management has determined such amounts on a reasonable basis in order to ensure that the
financial statements are presented fairly, in all material respects. Financial information presented elsewhere in this financial document
has been prepared on a basis consistent with that in the consolidated financial statements.

The Company maintains systems of internalaccounting and administrative controls. These systems are designed to provide reasonable
assurance that the financial information is relevant, reliable and accurate and that the Company’s assets are properly accounted for
and adequately safeguarded. Management's evaluation concluded that the Company’s internal control over financial reporting was
effective as of December 31, 2018. The system of internal controls is further supported by an internal audit function.

The Audit Committee of the Board of Directors, composed of independent non-management directors, meets regularly with
management, internal auditors as well as the external auditors, to discuss audit (external, internal and joint venture), internal controls,
accounting policy and financial reporting matters as well as the reserves determination process. The Committee reviews the annual
consolidated financial statements with both management and the independent auditors and reports its findings to the Board of
Directors before such statements are approved by the Board. The Committee is also responsible for the appointment of the external
auditors for the Company.

The consolidated financial statements have been audited by KPMG LLP,the independent auditors, in accordance with the standards
of the Public Company Accounting Oversight Board (United States) on behalf of the shareholders. KPMG LLP has full and free access
to the Audit Committee.

"Robert J. Peabody”
Robert J. Peabody

President & Chief Executive Officer

"Jeffrey R. Hart”

Jeffrey R. Hart
Chief Financial Officer

Calgary, Canada
February 25,2019
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INDEPENDENT AUDITOR'S REPORT

To the Shareholders and Board of Directors of Husky Energy Inc.:

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of Husky Energy Inc. (the “Company”) as of December 31,2018 and
2017, the related consolidated statements of income, comprehensive income, shareholders’ equity, and cash flows for each of the
years then ended, and the related notes (collectively, the consolidated financial statements). In our opinion, the consolidated financial
statements present fairly, in all material respects, the financial position of the Company as of December 31, 2018 and 2017, and the
results of its financial performance and its cash flows for the years then ended, in conformity with International Financial Reporting
Standards as issued by the International Accounting Standards Board.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB),
the Company’s internal control over financial reporting as of December 31, 2018, based on criteria established in Internal Control -
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission, and our report dated
February 25, 2019 expressed an unqualified opinion on the effectiveness of the Company’s internal control over financial reporting.

Basis for Opinion

These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on these consolidated financial statements based on our audits. We are a public accounting firm registered with the PCAOB
and arerequiredto 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 PCAQOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the
auditto obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement, whether
due to error or fraud. Our audits 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. We believe that our audits provide a reasonable basis for our opinion.

We have served as the Company’s auditor since 1951.

/s/ KPMGLLP
KPMG LLP

Chartered Professional Accountants

Calgary, Canada
February 25,2019

Husky Energy Inc. | Consolidated Financial Statements | 2



CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Balance Sheets

(millions of Canadian dollars) December 31,2018 December 31, 2017
Assets

Current assets

Cash and cash equivalents (note 4) 2,866 2,513
Accounts receivable (notes 5, 24) 1,355 1,186
Income taxes receivable 112 164
Inventories (note 6) 1,232 1,513
Prepaid expenses 123 145
Restricted cash (notes 7, 16) — 95
5,688 5616

Restricted cash (notes 7, 16) 128 97
Exploration and evaluation assets (note 8) 997 838
Property, plant and equipment, net (note 9) 25,800 24,078
Goodwill (note 10) 690 633
Investment in joint ventures (note 11) 1,319 1,238
Long-term income taxes receivable 243 242
Other assets (note 12) 360 185
Total Assets 35,225 32,927

Liabilities and Shareholders’ Equity
Current liabilities

Accounts payable and accrued liabilities (note 14) 3,159 3,033
Short-term debt (note 15) 200 200
Long-term debt due within one year (note 15) 1,433 —
Asset retirement obligations (note 16) 202 274
4,994 3,507
Long-term debt (note 15) 4,114 5,240
Other long-term liabilities (note 17) 1,107 1,237
Asset retirement obligations (note 16) 2,222 2,252
Deferred tax liabilities (note 18) 3,174 2,724
Total Liabilities 15,611 14,960
Shareholders’ equity
Common shares (note 19) 7,293 7,293
Preferred shares (note 19) 874 874
Contributed surplus 2 2
Retained earnings 10,273 9,207
Accumulated other comprehensive income 1,160 580
Non-controlling interest 12 11
Total Shareholders’ Equity 19,614 17,967
Total Liabilities and Shareholders’ Equity 35,225 32,927

The accompanying notes to the consolidated financial statements are an integral part of these statements.

On behalf of the Board:

"Robert J. Peabody” "William Shurniak”
Robert J. Peabody William Shurniak
Director Director
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Consolidated Statements of Income

Years ended December 31,

(millions of Canadian dollars, except share data) 2018 2017
Gross revenues 21,919 18,986
Royalties (335) (363)
Marketing and other 668 (40)
Revenues, net of royalties 22,252 18,583
Expenses
Purchases of crude oil and products 14,555 11,566
Production, operating and transportation expenses (note 20) 2,803 2,679
Selling, general and administrative expenses (note 20) 654 650
Depletion, depreciation, amortization and impairment (note 9) 2,591 2,882
Exploration and evaluation expenses (note 8) 149 146
Gain on sale of assets (note 9) (4) (46)
Other - net (note 9) (591) (18)
20,157 17,859
Earnings from operating activities 2,095 724
Share of equity investment gain (note 11) 69 61
Financial items (note 21)
Net foreign exchange gains (losses) 14 (6)
Finance income 64 37
Finance expenses (314) (392)
(236) (361)
Earnings before income taxes 1,928 424
Provisions for (recovery of) income taxes (note 18)
Current 75 (3)
Deferred 396 (359)
471 (362)
Net earnings 1,457 786
Earnings per share (note 19)
Basic 1.41 0.75
Diluted 1.40 0.75
Weighted average number of common shares outstanding (note 19)
Basic (millions) 1,005.1 1,005.3
Diluted (millions) 1,006.1 1,005.3

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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Consolidated Statements of Comprehensive Income

Years ended December 31,
(millions of Canadian dollars) 2018 2017
Net earnings 1,457 786
Other comprehensive income (loss)

[tems that will not be reclassified into earnings, net of tax:
Remeasurements of pension plans (note 22)

46 (7)
[tems that may be reclassified into earnings, net of tax:

Derivatives designated as cash flow hedge (notes 24) (13) (2)

Equity investment - share of other comprehensive income (loss) (2) 3
Exchange differences on translation of foreign operations 857 (653)

Hedge of net investment (note 24) (262) 243

Other comprehensive income (loss) 626 (416)

Comprehensive income 2,083 370

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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Consolidated Statements of Changes in Shareholders’ Equity

Attributable to Equity Holders

AOCI
Foreign Non- Total
Common Preferred Contributed Retained  Currency Controlling Shareholders’
(millions of Canadian dollars) Shares Shares Surplus Earnings Translation Hedging Interest Equity
Balance as at December 31, 2016 7,296 874 — 8,457 969 20 1 17,627
Net earnings — — — 786 — — — 786

Other comprehensive income (l0ss)

Remeasurements of pension plans
(net of tax recovery of $4 million) — — — @) — - _ @)
(notes 18,22)

Derivatives designated as cash flow
hedges (net of tax recovery of less — — — — — @ — @)
than $1 million) (notes 18, 24)

Equity investment — share of other
comprehensive income

Exchange differences on translation
of foreign operations (net of tax — — — — (653) — — (653)
recovery of $82 million) (note 18)

Hedge of net investment (net of tax

expense of $38 million) (notes 18, 24) o o o o 243 o o 243
Total comprehensive income (loss) — — — 779 (410) 1 — 370
Transactions with owners recognized

directly in equity:

SDH\;geszr;:jostglegjlared on preferred o o o (34) o o o (34)

Share cancellation (3) — 2 5 — — — 4
Balance as at December 31, 2017 7,293 874 2 9,207 559 21 11 17,967
Net earnings — — — 1,457 — — — 1,457

Other comprehensive income (loss)

Remeasurements of pension plans
(net of tax expense of $17 million) — — — 46 — — — 46
(notes 18,22)

Derivatives designated as cash flow
hedges (net of tax recovery of $5 — — — — — (13) — (13)
million) (notes 18, 24)

Equity investment — share of other
comprehensive loss

Exchange differences on translation
of foreign operations (net of tax — — — — 857 — — 857
expense of $87 million) (note 18)

— — - - - 2) — 2)

Hedge of net investment (net of tax _ _ _ _ _ _

recovery of $41 million) (notes 18, 24) (262) (262)
Total comprehensive income (loss) — — — 1,503 595 (15) — 2,083
Transactions with owners recognized

directly in equity:

Dividends declared on common

shares (note 19) - - - (402) - - - (402)

Dividends declared on preferred _ _ _ . _ _

shares (note 19) (35) (35)

Non-controlling interest in subsidiary — — - - - - 1 1
Balance as at December 31, 2018 7,293 874 2 10,273 1,154 6 12 19,614

M Accumulated other comprehensive income.
The accompanying notes to the consolidated financial statements are an integral part of these statements.
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Consolidated Statements of Cash Flows

Years ended December 31,

(millions of Canadian dollars) 2018 2017
Operating activities
Net earnings 1,457 786
[tems not affecting cash:
Accretion (notes 16, 21) 97 112
Depletion, depreciation, amortization and impairment (note 9) 2,591 2,882
Inventory write-down to net realizable value (note6) 60 —
Exploration and evaluation expenses (note 8) 29 6
Deferred income taxes (note 18) 396 (359)
Foreign exchange (6) )
Stock-based compensation (notes 19, 20) 44 45
Gain on sale of assets (note 9) (4) (46)
Unrealized mark to market loss (gain) (note 24) (150) 56
Share of equity investment gain (note 11) (69) 61)
Gain on insurance recoveries for damage to property (note 9) (253) —
Other 21 16
Settlement of asset retirement obligations (note 16) (181) (136)
Deferred revenue (note 17) (100) (16)
Distribution from joint ventures (note 11) 72 25
Change in non-cash working capital (note 23) 130 398
Cash flow — operating activities 4,134 3,704
Financing activities
Long-term debt issuance (note 15) — 750
Long-term debt repayment (note 15) — (365)
Debt issue costs (note 15) — 6)
Dividends on common shares (note 19) (402) —
Dividends on preferred shares (note 19) (35) (34)
Other (8) 18
Change in non-cash working capital (note 23) 120 —
Cash flow - financing activities (325) 363
Investing activities
Capital expenditures (3,578) (2,220)
Capitalized interest (note 21) (108) (68)
Corporate acquisition (note 9) (15) (670)
Proceeds from asset sales (note 9) 4 192
Contribution payable payment (note 11) — (142)
Contribution to joint ventures (note 11) (40) 81)
Other (19) (40)
Change in non-cash working capital (note 23) 235 240
Cash flow — investing activities (3,521) (2,789)
Increase in cash and cash equivalents 288 1,278
Effect of exchange rates on cash and cash equivalents 65 (84)
Cash and cash equivalents at beginning of year 2,513 1,319
Cash and cash equivalents at end of year 2,866 2,513
Supplementary cash flow information
Net interest paid (285) (344)
Net Income taxes received (paid) (37) 41

The accompanying notes to the consolidated financial statements are an integral part of these statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Note 1 Description of Business and Segmented Disclosures

Husky Energy Inc. (“Husky” or “the Company”) is an international integrated energy company incorporated under the Business
Corporations Act (Alberta). The Company’s common shares are listed on the Toronto Stock Exchange (“TSX") under the symbol “HSE”
andthe Cumulative Redeemable Preferred Shares, Series 1, Cumulative Redeemable Preferred Shares, Series 2, Cumulative Redeemable
Preferred Shares, Series 3, Cumulative Redeemable Preferred Shares, Series 5 and Cumulative Redeemable Preferred Shares, Series 7
are listed under the symbols, "HSE.PR.A""HSE.PR.B","HSE.PR.C", "HSE.PR.E"and "HSE.PR.G", respectively. The registered office is located
at 707, 8th Avenue SW., PO Box 6525, Station D, Calgary, Alberta, T2P 3G7.

Management has identified segments for the Company’s business based on differences in products, services and management
responsibility. The Company’s business is conducted predominantly through two major business segments — Upstream and
Downstream.

Upstream operations in the Integrated Corridor and Offshore include exploration for, and development and production of, crude
oil, bitumen, natural gas and natural gas liquids ("NGL") (“Exploration and Production”) and the marketing of the Company’s and other
producers'crude oil, natural gas, NGLs, sulphur and petroleum coke. Additionally, it includes pipeline transportation, the blending of
crude oiland natural gas, and storage of crude oil, diluentand natural gas (“Infrastructure and Marketing”). Infrastructure and Marketing
markets and distributes products to customers on behalf of Exploration and Production and is grouped in the Upstream business
segment based on the nature of its interconnected operations. The Company’s Upstream operations are located primarily in Alberta,
Saskatchewan, and British Columbia ("Western Canada”), offshore east coast of Canada (“Atlantic”) and offshore China and offshore
Indonesia (“Asia Pacific”).

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

Upstream
Exploration and Infrastructure
($ millions) Production and Marketing® Total
Yearended December 31, 2018 2017 2018 2017 2018 2017
Gross revenues 4,330 4978 2,211 1,976 6,541 6,954
Royalties (335) (363) — — (335) (363)
Marketing and other — — 668 (40) 668 (40)
Revenues, net of royalties 3,995 4615 2,879 1,936 6,874 6,551
Expenses
Purchases of crude oil and products — — 2,087 1,855 2,087 1,855
Production, operating and transportation expenses 1,527 1,650 23 13 1,550 1,663
Selling, general and administrative expenses 296 265 5 4 301 269
Depletion, depreciation, amortization and impairment 1,811 2,237 — 2 1,811 2,239
Exploration and evaluation expenses 149 146 — — 149 146
Loss (gain) on sale of assets (2) (42) — 1 (2) (41)
Other - net (120) 6 2 8) (118) (2)
3,661 4,262 2,117 1,867 5,778 6,129
Earnings (loss) from operating activities 334 353 762 69 1,096 422
Share of equity investment gain 51 12 18 49 69 61
Financial items
Net foreign exchange gain (loss) — — — — — —
Finance income 12 5 —_ — 12 5
Finance expenses (109) (131) — — (109) (131)
(97) (126) — — (97) (126)
Earnings (loss) before income taxes 288 239 780 118 1,068 357
Provisions for (recovery of) income taxes
Current (484) (34) 354 — (130) (34)
Deferred 549 99 (141) 32 408 131
65 65 213 32 278 97
Net earnings (loss) 223 174 567 86 790 260
Intersegment revenues 1,155 1,250 — — 1,155 1,250

a

Production.
2

Includes allocated depletion, depreciation, amortization and impairment related to assets in Infrastructure and Marketing, as these assets provide a service to Exploration and

Includes $172 million of revenue (2017 - $280 million) and $142 million of associated costs (2017 - $234 million) for construction contracts, inclusive of 5172 million of revenue

(2017 - $259 million) andS 142 million of costs (2017 - $236 million) for contracts in progress accounted for under the percentage of completion method.

3

business segments.

Eliminations relate to sales and operating revenues between segments recorded at transfer prices based on current market prices. Segment results include transactions between
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Segmented Financial Information Con’t

Corporate and

Downstream Eliminations® Total
Canadian Refined U.S. Refining
Upgrading Products and Marketing Total

2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
1,750 1,440 3,412 2,787 11,770 9,355 16,932 13,582 (1,554) (1,550) 21,919 18,986
— — — — — — — — — — (335) (363)
—_ — —_ — —_ — —_ — —_ — 668 (40)
1,750 1,440 3,412 2,787 11,770 9,355 16,932 13,582 (1,554) (1,550) 22,252 18,583
928 983 2,760 2,219 10,334 8,059 14,022 11,261 (1,554) (1,550) 14,555 11,566
195 197 265 256 795 563 1,255 1,016 (2) — 2,803 2,679

7 9 47 53 22 15 76 77 277 304 654 650

123 99 115 1171 450 354 688 564 92 79 2,591 2,882
— — — — — — — — — — 149 146
— — (2) (5) — — (2) () — — (4) (46)
— — M ) (464) QN (465) 22) (8) 6 (591) (18)
1,253 1288 3,184 2633 11,137 8970 15,574 12,891 (1,195)  (1,161) 20,157 17,859
497 152 228 154 633 385 1,358 691 (359) (389) 2,095 724
— — — — — — — — — — 69 61
— — — — — — — — 14 ©) 14 ©)

— — — — — — — — 52 32 64 37
(1) @) (12) (12) (14) (14) (27) (27) (178) (234) (314) (392)
(1) (1 (12) (12) (14) (14) (27) (27) (112) (208) (236) (361)
496 151 216 142 619 371 1,331 664 (471) (597) 1,928 424
168 63 100 45 9 2 277 110 (72) (79) 75 (3)
(33) (22) (42) (7) 129 135 54 106 (66) (596) 396 (359
135 41 58 38 138 137 331 216 (138) (675) 471 (362)
361 110 158 104 481 234 1,000 448 (333) 78 1,457 786
290 192 109 108 —_ — 399 300 —_ — 1,554 1,550
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Segmented Financial Information

Upstream
Exploration and Infrastructure

($ millions) Production and Marketing Total
Yearended December 31, 2018 2017 2018 2017 2018 2017
Expenditures on exploration and evaluation assets? 242 148 — — 242 148
Expenditures on property, plant and equipment? 2,414 1,328 — — 2,414 1,328
As at December 31,

Exploration and evaluation assets 997 838 — — 997 838

Developing and producing assets at cost 44,196 41,804 — — 44,196 41,804

Accumulated depletion, depreciation, amortization and impairment (27,379) (26,014) — — (27,379) (26,014)

Other property, plant and equipment at cost — — 101 89 101 89

Accumulated depletion, depreciation and amortization — — (50) (50) (50) (50)
Total exploration and evaluation assets and property, plant and equipment, net 17,814 16,628 51 39 17,865 16,667
Total assets 19,175 17,920 1,301 1,364 20,476 19,284

W Includes allocated depletion, depreciation, amortization and impairment related to assets in Infrastructure and Marketing, as these assets provide a service to Exploration and
Production.

@ Excludes capitalized costs related to asset retirement obligations and capitalized interest incurred during the year. Includes Exploration and Production assets acquired through
acquisition, but excludes assets acquired through corporate acquisition.

Geographical Financial Information

(S millions) Canada United States

Yearended December 31, 2018 2017 2018 2017
Gross revenues'” 9,000 8,599 11,770 9,355
Royalties (269) (303) — —
Marketing and other 668 (40) — —

Revenue, net of royalties 9,399 8,256 11,770 9,355

As at December 31,
Restricted cash — non-current — — — —

Exploration and evaluation assets 935 831 — —
Property, plant and equipment, net 16,433 15,478 6,336 5,595
Goodwill — — 690 633
Investment in joint ventures 669 685 — —
Long-term income tax receivable 243 242 — —
Other assets? 58 64 276 21
Total non-current assets 18,338 17,300 7,302 6,249

@ Sales to external customers are based on the location of the seller.
@ Includes insurance proceeds of $253 million (2017 - nil), related to the Superior Refinery incident.
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Segmented Financial Information Con’t

Corporate and

Downstream Eliminations Total
Canadian Refined U.S. Refining
Upgrading Products and Marketing Total
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
— — — — — — — — — — 242 148
62 230 74 87 665 313 801 630 121 114 3,336 2,072
— — — — — — — — — — 997 838

— — — — 44,196 41,804
— — — — — — — — — — (27,379)  (26,014)

2,659 2,600 2,789 2,704 9,746 8,300 15,194 13,604 1,251 1,124 16,546 14,817
(1,585) (1,463) (1,581) (1,466) (3,410) (2,705) (6,576) (5634) (937) (845) (7,563) (6,529)
1,074 1,137 1,208 1,238 6,336 5,595 8,618 7,970 314 279 26,797 24916
1,149 1,263 1,431 1,548 8,566 7,580 11,146 10,391 3,603 3,252 35,225 32,927

Geographical Financial Information Con’t

China Other International Total

2018 2017 2018 2017 2018 2017
1,149 1,032 —_ — 21,919 18,986
(66) (60) — — (335) (363)
— — — 668 (40)
1,083 972 —_ — 22,252 18,583
128 97 —_ — 128 97
57 3 5 4 997 838
3,030 3,005 1 — 25,800 24,078
— — — 690 633

— 650 553 1,319 1,238

— — — 243 242

— 78 26 22 360 185

3,215 3,183 682 579 29,537 27,311

Husky Energy Inc. | Consolidated Financial Statements | 12



Disaggregation of Revenue

Upstream
Exploration and Infrastructure

(S millions) Production and Marketing Total
Yearended December 31, 2018 2017 2018 2017 2018 2017
Primary Geographical Markets

Canada 3,181 3,946 2,211 1,976 5,392 5922

United States — — — — —_ —

China 1,149 1,032 —_ — 1,149 1,032
Total revenue 4,330 4,978 2,211 1,976 6,541 6,954
Major Product Lines
Light & medium crude oil 948 1,273 — — 948 1,273
Heavy crude oil 527 703 — — 527 703
Bitumen 1,367 1,662 — — 1,367 1,662
Total crude oil 2,842 3,638 — — 2,842 3,638
NGL 381 276 —_ — 381 276
Natural gas 1,107 1,064 — — 1,107 1,064
Total exploration and production 4,330 4,978 — — 4,330 4,978
Total infrastructure and marketing — — 2,211 1,976 2,211 1,976
Synthetic crude — — — — — —
Gasoline — — — — — —
Diesel & distillates — — — — — —
Asphalt — — — — — —
Other — — — — — —
Total refined products — — — — — —
Total revenue 4,330 4978 2,211 1,976 6,541 6,954
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Disaggregation of Revenue Con't

Corporate and

Downstream Eliminations Total
Canadian Refined U.S. Refining
Upgrading Products and Marketing Total

2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
1,750 1,440 3,412 2,787 — — 5,162 4,227 (1,554) (1,550) 9,000 8,599
— — — — 11,770 9,355 11,770 9,355 — — 11,770 9,355

— — — — — — — — — — 1,149 1,032
1,750 1,440 3,412 2,787 11,770 9,355 16,932 13,582 (1,554) (1,550) 21,919 18,986
— — — — — — — — — — 948 1,273

— — — — — — — — — — 527 703

— — — — — — — — — — 1,367 1,662

— — — — — — — — — — 2,842 3,638

— — — — — — — — — — 381 276

— — — — — — — — — — 1,107 1,064

— — — — — — — — — — 4,330 4978

— — — — — — — — — — 2,211 1,976
1,445 1,235 — — — — 1,445 1,235 — — 1,445 1,235
— — 1,070 925 6,157 5198 7,227 6,123 — — 7,227 6,123
278 196 1,303 917 4,297 3435 5,878 4,548 — — 5,878 4,548
— — 454 362 165 31 619 393 — — 619 393
27 9 585 583 1,151 691 1,763 1,283 — — 1,763 1,283
1,750 1,440 3,412 2787 11,770 9355 16,932 13,582 — — 16,932 13,582
1,750 1,440 3,412 2787 11,770 9355 16,932 13,582 (1,554)  (1,550) 21,919 18,986
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Note 2 Basis of Presentation

a) Basis of Measurement and Statement of Compliance

The consolidated financial statements have been prepared by management on a historical cost basis with some exceptions, as detailed
in the accounting policies set out below in accordance with International Financial Reporting Standards (“IFRS"), as issued by the
International Accounting Standards Board (“IASB"). These accounting policies have been applied consistently for all periods presented
in these consolidated financial statements.

These consolidated financial statements were approved and signed by the Chair of the Audit Committee and the Chief Executive
Officer on February 25, 2019 having been duly authorized to do so by the Board of Directors.

Certain prior years'amounts have been reclassified to conform with current presentation.

b) Principles of Consolidation

The consolidated financial statements include the accounts of Husky Energy Inc. and its subsidiaries. Subsidiaries are defined as any
entities, including unincorporated entities such as partnerships, for which the Company has the power to govern their financial and
operating policies to obtain benefits from their activities. The Company’s accounts reflect the proportionate share of the assets,
liabilities, revenues, expenses and cash flows from the Company’s activities that are conducted jointly with third parties. Intercompany
balances, net earnings and unrealized gains and losses arising from intercompany transactions are eliminated in preparing the
consolidated financial statements. A portion of the Company’s activities relate to joint ventures (see Note 11), which are accounted
for using the equity method.

¢) Use of Estimates, Judgments and Assumptions

Thetimely preparation of the consolidated financial statements requires management to make estimates, judgmentsand assumptions
that affect the reported amounts of assets and liabilities and disclosures of contingencies, ifany, as at the date of the financial statements
and the reported amounts of revenue and expenses during the period. Actual results may differ from these estimates, judgments
and assumptions.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognized in the
period in which the estimates are revised and on a prospective basis. By their nature, estimates are subject to measurement uncertainty
and changes in such estimates in future years could require a material change in the consolidated financial statements. These
underlying assumptions are based on historical experience and other factors that management believes to be reasonable under the
circumstances, and are subject to change as new events occur, as more industry experience is acquired, as additional information is
obtained, and as the Company's operating environment changes. Specifically, amounts recorded for depletion, depreciation,
amortization and impairment, recoveries from insurance claims, asset retirement obligations, assets and liabilities measured at fair
value, employee future benefits, income taxes and reserves and contingencies are based on estimates.

Management makes judgments regarding the application of IFRS for each accounting policy. Critical judgments that have the most
significant effect on the amounts recognized in the consolidated financial statements include determination of technical feasibility
and commercial viability,impairment assessments, the determination of cash generating units (“CGUs"),changes in reserves estimates,
the determination of a joint arrangement, the designation of the Company’s functional currency and the fair value of related party
transactions.

Significant estimates, judgments and assumptions made by management in the preparation of these consolidated financial
statements are outlined in detail in Note 3.

d) Functional and Presentation Currency

The consolidated financial statements are presented in Canadian dollars, which is the Company’s functional currency. All financial
information is presented in millions of Canadian dollars, except per share amounts and unless otherwise stated.

The designation of the Company's functional currency is a management judgment based on the currency of the primary economic
environment in which the Company operates.
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Note 3 Significant Accounting Policies

a) Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand less outstanding cheques and deposits with an original maturity of less than three
months at the time of purchase. When outstanding cheques are in excess of cash on hand and short-term deposits, and the Company
has the ability to net settle, the excess is reported in bank operating loans.

Cash and cash equivalents held that are not available for use are classified as restricted cash. When restricted cash is not expected to
be used within 12 months, it is classified as a non-current asset.

b) Inventories

Crude oil, natural gas, refined petroleum products and sulphur inventories are valued at the lower of cost or net realizable value. Cost
is determined using average cost or on a first-in, first-out basis, as appropriate. Materials, parts and supplies are valued at the lower
of average cost or net realizable value. Cost consists of raw material, labour, direct overhead, operating costs, transportation and
depreciation, depletion and amortization. Commodity inventories held for trading purposes are carried at fair value and measured
at fair value less costs to sell based on Level 2 observable inputs, refer to policy Note 3 (m). Any changes in commodity trading
inventory fair value are included as gains or losses in Marketing and Other in the consolidated statements of income, during the
period of change. Previous inventory impairment provisions are reversed when there is a change in the condition that caused the
impairment and the inventory remains on hand. Unrealized intersegment net earnings on inventory sales are eliminated.

c¢) Precious Metals

The Company uses precious metals in conjunction with a catalyst as part of the downstream upgrading and refining processes. These
precious metals remain intact; however, there is a loss during the reclamation process. The estimated loss is amortized to production
and operating expenses over the period that the precious metal isin use, which is approximately two tofive years. After the reclamation
process, the actual loss is compared to the estimated loss and any differenceis recognizedin net earnings. Precious metals are included
in other assets on the balance sheet.

d) Exploration and Evaluation Assets and Property, Plant and Equipment

i) Cost

Oil and gas properties and other property, plant and equipment are recorded at cost, including expenditures that are directly
attributable to the purchase or development of an asset. Borrowing costs directly attributable to the acquisition, construction or
production of a qualifying asset are included in the asset cost. Capitalization ceases when substantially all activities necessary to
prepare the qualifying asset for its intended use are complete.

ii) Exploration and Evaluation Costs

The accounting treatment of costs incurred for oil and natural gas exploration, evaluation and development is determined by the
classification of the underlying activities as either exploratory or developmental. The results from an exploration drilling program can
take considerable time to analyze, and the determination that commercial reserves have been discovered requires determination of
technical feasibility, commercial viability and industry experience. Exploration activities can fluctuate from year to year, due to such
factors as the level of exploratory spending, the level of risk sharing with third parties participating in exploratory drilling and the
degree of risk associated with drilling in particular areas. Properties that are assumed to be productive may, over a period of time,
actually deliver oil and gas in quantities different than originally estimated because of changes in reservoir performance.
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Costs incurred after the legal right to explore an area has been obtained and before technical feasibility and commercial viability of
the area have been established are capitalized as exploration and evaluation assets. These costs include costs to acquire acreage and
exploration rights, legal and other professional fees and land brokerage fees. Pre-license costs and geological and geophysical costs
associated with exploration activities are expensed in the period incurred. Costs directly associated with an exploration well are initially
capitalized as an exploration and evaluation asset until the drilling of the well is complete and the results have been evaluated. If
extractable hydrocarbons are found and are likely to be developed commercially, but are subject to further appraisal activity, which
may include the drilling of wells, the costs continue to be carried as an exploration and evaluation asset while sufficient and continued
progressis made in assessing the commercial viability of the hydrocarbons. Capitalized exploration and evaluation costs or assets are
not depreciated and are carried forward until technical feasibility and commercial viability of the area is determined or the assets are
determined to be impaired. Management determines technical feasibility and commercial viability when exploration and evaluation
assets are reclassified to property, plant and equipment. This decision considers several factors, including the existence of reserves,
establishing commercial and technical feasibility and whether the asset can be developed using a proved development concept and
has received internal approval. Upon the determination of technical feasibility and commercial viability, capitalized exploration and
evaluation assets are then transferred to property, plant and equipment. All such carried costs are subject to technical, commercial
and management review, as well as review for impairment indicators, at least every reporting period to confirm the continued intent
to develop or otherwise extract value from the discovery. These costs are also tested for impairment when transferred to property,
plant and equipment. Capitalized exploration and evaluation expenditures related to wells that do not find reserves, or where no
future activity is planned, are expensed as exploration and evaluation expenses.

The application of the Company’s accounting policy for exploration and evaluation costs requires judgment in determining whether
it is likely that future economic benefit exists when activities have not reached a stage where technical feasibility and commercial
viability can be reasonably determined. Judgments may change as new information becomes available.

iii) Development Costs

Expenditures,including borrowing costs, on the construction, installation and completion of infrastructure facilities, such as platforms,
pipelines and the drilling of development wells, are capitalized as oil and gas properties. Costs incurred to operate and maintain wells
and equipment to lift oil and gas to the surface are expensed as production and operating expenses.

iv) Other Property, Plant and Equipment

Repair and maintenance costs, other than major turnaround costs, are expensed as incurred. Major turnaround costs are capitalized
as part of property, plant and equipment when incurred and are amortized over the estimated period of time to the anticipated date
of the next turnaround.

v) Depletion, Depreciation and Amortization

Oil and gas properties are depleted on a unit-of-production basis over the proved developed reserves of the particular field, except
in the case of assets whose useful life is shorter or longer than the lifetime of the proved developed reserves of that field, in which
case the straight-line method or a unit-of-production method based on total proved plus probable reserves is applied. The unit-of-
production rate for the depletion of oil and gas properties related to total proved plus probable reserves takes into account
expenditures incurred to date together with sanctioned future development expenditures required to develop the field.

Oil and gas reserves are evaluated internally and audited by independent qualified reserve engineers. The estimation of reserves is
an inherently complex process and involves the exercise of professional judgment. Estimates are based on projected future rates of
production, estimated commodity prices, engineering data and the timing of future expenditures, all of which are subject to
uncertainty. Changes in reserve estimates can have an impact on reported net earnings through revisions to depletion, depreciation
and amortization expense, in addition to determining possible impairments and reversal of impairments of property, plant and
equipment.

Netreservesrepresentthe Company’sundivided grossworking interestin total reserves afterdeducting crown, freehold and overriding
royalty interests. Assumptions reflect market and regulatory conditions, as applicable, as at the balance sheet date and could differ
significantly from other points in time throughout the year or future periods. Changes in market and regulatory conditions and
assumptions can materially impact the estimation of net reserves.

Depreciation for substantially all other property, plant and equipment is provided using the straight-line method based on the
estimated useful lives of assets, which range from five to forty-five years, less any estimated residual value. The useful lives of assets
are estimated based upon the period the asset is expected to be available for use by the Company. Residual values are based upon
the estimated amount that would be obtained on disposal, net of any costs associated with the disposal. Other property, plant and
equipment held under finance leases are depreciated over the shorter of the lease term and the estimated useful life of the asset.

Depletion, depreciation and amortization rates for all capitalized costs associated with the Company's activities are reviewed at least
annually, or when events or conditions occur that impact capitalized costs, reserves and estimated service lives.
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vi) Finance Leases

Finance leases, which transfer substantially all of the risks and rewards incidental to ownership of the leased item to the Company,
are capitalized at the commencement of the lease term at the fair value of the lease property or, if lower, at the present value of the
minimum lease payments. Capitalized leased assets are depreciated over the shorter of the estimated useful life of the asset or the
lease term.

All other leases are accounted for as operating leases and the lease costs are expensed as incurred.

e) Joint Arrangements

Joint arrangements represent activities where the Company has joint control established by a contractual agreement. Joint control
requires unanimous consent for financial and operational decisions. A joint arrangement is either a joint operation, whereby the
parties have rights to the assets and obligations for the liabilities, or a joint venture, whereby the parties have rights to the net assets.

For a joint operation, the consolidated financial statements include the Company’s proportionate share of the assets, liabilities,
revenues, expenses and cash flows of the joint arrangement. The Company reports items of a similar nature to those on the financial
statements of the joint arrangement, on a line-by-line basis, from the date that joint control commences until the date that joint
control ceases.

Joint ventures are accounted for using the equity method of accounting and recognized at cost and adjusted thereafter for the post-
acquisition change in the Company’s share of the joint venture'snet assets. The Company's consolidated financial statements include
its share of the joint venture's profit or loss and other comprehensive income (“OCI") included in investment in joint ventures, until
the date that joint control ceases.

Classification of ajointarrangement as either joint operation or joint venture requires judgment. Management's considerations include,
but are not limited to, determining if the arrangement is structured through a separate vehicle and whether the legal form and
contractual arrangements give the entity direct rights to the assets and obligations for the liabilities within the normal course of
business. Other facts and circumstances are also assessed by management, including the entity’s rights to the economic benefits of
assets and its involvement and responsibility for settling liabilities associated with the arrangement.

f) Investments in Associates

An associate is an entity for which the Company has significant influence and thereby has the power to participate in the financial
and operational decisions but does not control or jointly control the investee. Investments in associates are accounted for using the
equity method of accounting and are recognized at cost and adjusted thereafter for the post-acquisition change in the Company’s
share of the investee’s net assets. The Company’s consolidated financial statements include its share of the investee’s profit or loss
and OCl until the date that significant influence ceases.

g) Business Combinations

Business combinations are accounted for using the acquisition method. Determining whether an acquisition meets the definition of
a business combination or represents an asset purchase requires judgment on a case-by-case basis. If the acquisition meets the
definition of a business combination, the assets and liabilities are recognized based on the contractual terms, economic conditions,
the Company’s operating and accounting policies and other factors that exist on the acquisition date, which is the date on which
control is transferred to the Company. The identifiable assets and liabilities are measured at their fair values on the acquisition date
with limited exceptions. Any additional consideration payable, contingent upon the occurrence of a future event, is recognized at
fair value on the acquisition date; subsequent changes in the fair value of the liability are recognized in net earnings. Acquisition costs
incurred are expensed and included in selling, general and administrative expenses in the consolidated statements of income.

h) Goodwill

Goodwillis the excess of the purchase price paid over the recognized amount of net assets acquired through business combinations,
which is inherently imprecise as judgment is required in the determination of the fair value of assets and liabilities. Goodwill, which
is not amortized, is assigned to appropriate CGUs or groups of CGUs. Goodwill is tested for impairment annually and when
circumstances indicate that the carrying value may be impaired. Impairment losses are recognized in net earnings and are not subject
toreversal. On the disposal or termination of a previously acquired business, any remaining balance of associated goodwiill is included
in the determination of the gain or loss on disposal.

Husky Energy Inc. | Consolidated Financial Statements | 18



i) Impairment and Reversals of Impairment on Non-Financial Assets

The carrying amounts of the Company's non-financial assets, other than inventories and deferred tax assets, are reviewed at the end
of each reporting period to determine whether there is an indication of impairment or reversal of previously recorded impairment.
If such indication exists, the recoverable amount is estimated.

Determining whetherthere are anyindications ofimpairment orimpairment reversals requires significant judgment of external factors,
such as an extended change in prices or margins for oil and gas commaodities or refined products, a significant change in an asset’s
market value, a significant revision of estimated volumes, revision of future development costs, a change in the entity’s market
capitalization or significant changes in the technological, market, economic or legal environment that would have an impact on the
Company's CGUs. If any indication of impairment or impairment reversals exist, an estimate of the asset’s recoverable amount is
calculated as the higher of the fair value less costs to sell (“FVLCS") and the asset’s value in use ("VIU") for an individual asset or CGU.
If the asset does not generate cash inflows that are largely independent of those from other assets or groups of assets, the asset is
tested as part of a CGU, which is the smallest identifiable group of assets, liabilities and associated goodwill that generates cash inflows
thatarelargely independent of the cash inflows from other assets or groups of assets. Determination of the Company’s CGUs is subject
to management’s judgment.

FVLCS is the amount that would be obtained from the sale of a CGU in an arm’s length transaction between knowledgeable and
willing parties. The FVLCS is generally determined as the net present value of the estimated future cash flows expected to arise from
a CGU, including any expansion prospects, and its eventual disposal, using assumptions that an independent market participant may
take into account. These cash flows are discounted using a rate that would be applied by a market participant to arrive at a net present
value of the CGU, less cost to dispose.

VIU is the net present value of the estimated future cash flows expected to arise from the continued use of the asset in its present
form and its eventual disposal. VIU is determined by applying assumptions specific to the Company's continued use and can only
take into account sanctioned future development costs. Estimates of future cash flows used in the evaluation of impairment of assets
are made using management’s forecasts of commodity prices, operating costs and future capital expenditures, forecasted crack
spreads, growth rate, discount rate and, in the case of oil and gas properties, expected production volumes. Expected production
volumes take into account assessments of field reservoir performance and include expectations about proved and probable volumes
and where applicable economically recoverable resources associated with interests in certain Husky properties which are risk-
weighted utilizing geological, production, recovery, market price and economic projections. Either the cash flow estimates or the
discount rate is risk-adjusted to reflect local conditions as appropriate.

Given that the calculations for recoverable amounts require the use of estimates and assumptions, including forecasts of commodity
prices, marketing supply and demand, product margins and in the case of oil and gas properties, expected production volumes, it is
possible that the assumptions may change, which may impact the estimated life of the CGU and may require a material adjustment
to the carrying value of goodwill and non-financial assets.

Animpairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment
losses recognized with respect to CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the units and
then to reduce the carrying amounts of the other assets in the CGU or group of CGUs on a pro rata basis. Impairment losses are
recognized in depletion, depreciation, amortization and impairment in the consolidated statements of income.

Impairment losses recognized in prior years are assessed at the end of each reporting period for indications that the impairment has
decreased or no longer exists. An impairment loss is reversed only to the extent that the carrying amount of the asset or CGU does
not exceed the carrying amount that would have been determined, net of depletion, depreciation and amortization, if no impairment
loss had been recognized.

j) Asset Retirement Obligations (“ARO”)

A liability is recognized for future legal or constructive retirement obligations associated with the Company’s assets. The Company
has significant obligations to remove tangible assets and restore land after operations cease and the Company retires or relinquishes
the asset. The retirement of Upstream and Downstream assets consists primarily of plugging and abandoning wells, abandoning
surface and subsea plant and equipment and facilities and restoring land to a state required by regulation or contract. The amount
recognized is the net present value of the estimated future expenditures determined in accordance with local conditions, current
technology and current regulatory requirements. The obligation is calculated using the current estimated costs to retire the asset
inflated to the estimated retirement date and then discounted us