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Industry 
Overview1



STATISTICS

3rd 4th 80%

Canada’s global ranking based 
on oil reserves

Canada’s global ranking on oil 
production

Alberta accounts for more than 
80% of canada’s oil and gas 
production



Crude Oil & Petroleum Products

❏ Crude oil is a mixture of of hydrocarbons 

❏ Crude oil is a fossil fuel and exists in liquid form in 

undergrounds pools or reservoirs

❏ Petroleum products are fuels made from crude oil 

and other hydrocarbons contained in natual gas



Petroleum Products

A U.S 42-gallon barrel of crude oil yields 
about 45 gallons of petroleum products 
in U.S. refineries because of refinery 
processing gain



Upstream 
Petroleum

Midstream 
Industry

Industry Process

Downstream 
Industry

❏ Process
❏ Stores
❏ Market
❏ Transport
❏ Transmission 

Pipeline

❏ Oil refineries
❏ Petrochemical Plants
❏ Products Distributor
❏ Retail Outlets
❏ Natural Gas 

Distributors

❏ Finds and produces 
crude oil and 
natural gas

❏ Exploration and 
production (E&P) 
sector













Risk Factors
❏ Regulations
❏ Volatility of crude oil, natural gas and other commodity prices
❏ Operational risks
❏ Capital requirements and expenditures
❏ Hedging activities
❏ Maintain reserve levels
❏ Doing business overseas
❏ Limited insurance coverage
❏ Credit exposure
❏ Exploration and drilling (including costs and productivity)
❏ Sales and distribution (including pipeline and gathering system 

capacity constraints and transportation capabilities
❏ Reduction in demand due to competition from alternative fuel sources 

and technological advances



❏ Russia currently pumps about 10 % of the world's 
supply of crude oil every day

❏ Higher gas prices

❏ Stock Market Fluctuation

Impact of Russo-Ukrainian War



Ukraine unrest pushes oil up to new 7-year high



Future Trend

2028 2032 2047 2050

Canada’s total oil 
production increases to 6 
million barrels per day

Increased action to 
reduce emissions, total oil 
production increases to 
5.8 million barrels per day 

Stays about five million 
barrels per day until 
2047

Reaching 6.6 million 
barrels per day in 2050



Future Supply and Demand



Future Spending

Canada's oil and 
gas spending 
expected to rise 
22% in 2022 



Crescent Point2



● Head Office: Calgary, Alberta

● Countries and Operation: Canada and the US

● Established Year: 2001

● Production: Oil, Natural gas liquids and oil 

sands

● Number of Employees: 748 people

● Subsisidaries: Crescent Point Resources 

Partnership, Crescent Point Holdings Ltd. and 

Crescent Point U.S. Holdings Corp

Company Overview



Key People

Chair of the Board President, Chief Executive 
Officer and Director Chief Financial Officer



 Historical Stock Price in TSX



2022 Guidence



Q1 Highlights



a) Principles of Consolidation: The consolidated financial statements include the accounts of the Company 
and its subsidiaries and any reference to the “Company” throughout these consolidated financial statements 
refers to the Company and its subsidiaries. All transactions between the Company and its subsidiaries have 
been eliminated.

b) Property, Plant and Equipment: Items of PP&E, which primarily consist of oil and gas development and 
production assets, are measured at cost less accumulated depletion, depreciation and any accumulated 
impairment losses. Development and production assets are accumulated into CGUs and represent the cost of 
developing the commercial reserves and initiating production.

c) Exploration and Evaluation: Exploration and evaluation assets are comprised of the accumulated 
expenditures incurred in an area where technical feasibility and commercial viability has not yet been 
determined. Exploration and evaluation assets include undeveloped land and any drilling costs thereon. 
Technical feasibility and commercial viability are considered to be determinable when reserves are 
discovered. 

Critical Accounting Policies



d) Decommissioning Liability: The Company recognizes the present value of a decommissioning liability in 
the period in which it is incurred. The obligation is recorded as a liability on a discounted basis using the 
relevant risk free rate, with a corresponding increase to the carrying amount of the related asset. Over 
time, the liabilities are accreted for the change in their present value and the capitalized costs are 
depleted on a unit-of-production basis over the life of the underlying proved plus probable reserves. 
Accretion expense is recognized in net income. 

e) Goodwill: The Company records goodwill relating to business combinations when the purchase price 
exceeds the fair value of the net identifiable assets and liabilities of the acquired business. The goodwill 
balance is assessed for impairment annually or as events occur that could result in impairment. Goodwill 
is tested for impairment at an operating segment level by combining the carrying amounts of PP&E, E&E 
assets and goodwill and comparing this to the recoverable amount. Any excess of the carrying amount 
over the recoverable amount is the impairment amount. Impairment charges, which are not tax affected, 
are recognized in net income. 

Critical Accounting Policies



f) Share-based Compensation: 

Restricted shares granted under the Restricted Share Bonus Plan are accounted for at fair value. 
Share-based compensation expense is determined based on the estimated fair value of shares on the 
date of grant. Forfeitures are estimated at the grant date. The expense is recognized over the service 
period, with a corresponding increase to contributed surplus. The Company capitalizes the portion of 
share-based compensation directly attributable to development activities, with a corresponding 
decrease to share-based compensation expense. 

Employee Share Value Plan ("ESVP") awards are accounted for at fair value. Share-based compensation 
expense is determined based on the estimated fair value of the ESVP awards on the date of grant and 
subsequently adjusted to reflect the fair value at each period end. The expense is recognized over the 
service period, with a corresponding increase to long-term compensation liability. ESVP awards are 
settled in cash upon vesting based on the prevailing Crescent Point share price and the aggregate 
amount of dividends paid from the grant date.

Critical Accounting Policies



Performance share units ("PSUs") are accounted for at fair value. Share-based compensation expense 
is determined based on the estimated fair value of the PSUs on the date of the grant and subsequently 
adjusted to reflect the fair value at each period end. Market performance conditions are factored into 
the fair value and the best estimate of non-market performance conditions is used to determine an 
estimate of the number of units that will vest. Fair value is based on the expected cash payment per 
PSU and the expected number of PSUs to vest, calculated from multipliers based on internal and 
external performance metrics. The expense is recognized over the service period, with a corresponding 
increase to long-term compensation liability. PSUs are settled in cash upon vesting based on the 
prevailing Crescent Point share price, accrued dividends and the performance multipliers.

Deferred share units (“DSUs”) are accounted for at fair value. Share-based compensation expense is 
determined based on the estimated fair value of the DSUs on the date of the grant and subsequently 
adjusted to reflect the fair value at each period end. Fair value is based on the prevailing Crescent 
Point share price.

Critical Accounting Policies



g) Income Taxes: The Company follows the liability method of accounting for income taxes. Under 
this method, deferred income taxes are recognized for the estimated effect of any differences 
between the accounting and tax basis of assets and liabilities, using enacted or substantively 
enacted income tax rates expected to apply when the deferred tax asset or liability is settled. 

h) Business Combinations: Business combinations are accounted for using the acquisition method. 
Identifiable assets acquired and liabilities and contingent liabilities assumed in a business 
combination are measured at their fair values at the acquisition date. The cost of an acquisition is 
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or 
assumed at the acquisition date. The excess of the cost of the acquisition over the fair value of the 
identifiable assets, liabilities and contingent liabilities acquired is recorded as goodwill.

Critical Accounting Policies



i) Foreign Currency Translation

Foreign operations: The Company has operations in the U.S. transacted via U.S. subsidiaries. The assets 
and liabilities of foreign operations are restated to Canadian dollars at exchange rates in effect at the 
balance sheet date. The income and expenses of foreign operations are translated to Canadian dollars 
using average exchange rates for the period. The resulting unrealized gain or loss is included in other 
comprehensive income.

Foreign transactions: Transactions in foreign currencies not incurred by the Company’s U.S. subsidiaries 
are translated to Canadian dollars at exchange rates in effect at the transaction dates. Foreign currency 
assets and liabilities are restated to Canadian dollars at exchange rates in effect at the balance sheet 
date and income and expenses are restated to Canadian dollars using average exchange rates for the 
period. Both realized and unrealized gains and losses resulting from the settlement or restatement of 
foreign currency transactions are included in net income.

Critical Accounting Policies



j) Financial Instruments

Financial derivative instruments are included in current assets/liabilities except for those with maturities 
greater than 12 months after the end of the reporting period, which are classified as non-current 
assets/liabilities.

The Company has not designated any of its financial derivative contracts as effective accounting hedges 
and, accordingly, fair values its financial derivative contracts with the resulting gains and losses recorded 
in net income.

The fair value of a financial derivative instrument on initial recognition is normally the transaction price. 
Subsequent to initial recognition, the fair values are based on quoted market prices where available from 
active markets, otherwise fair values are estimated based on market prices at the reporting date for 
similar assets or liabilities with similar terms and conditions, or by discounting future payments of interest 
and principal at estimated interest rates that would be available to the Company at the reporting date.

Critical Accounting Policies



It operates out of North Dakota, Alberta, and 

Saskatchewan. It operates in the following 

basins:

● Kaybob Duvernay

● Shaunavon 

● Flat Lake

● Bakken 

Operation Areas



CPG At a Glance





Operational Profile



Marketing and Prices

1. Recover from 
COVID-19

2. War between 
Russia and 
Ukraine



● The narrower corporate oil differential was primarily due to improved light oil 
and condensate differentials and the increased weighting towards condensate 
production as result of the acquisition of the Kaybob Duvernay assets.



Balance Sheet (Total Assets) - 2022 Q1



Balance Sheet (Liabilities) - 2022 Q1 



Balance Sheet (Equity) - 2022 Q1



Balance Sheet (Total Assets) - 2021



Balance Sheet (Liabilities & Equity) - 2021



Statement of Cash Flows - 2022 Q1



Statement of Cash Flows - 2022 Q1



Statement of Cash Flows - 2021



Statement of Cash Flows - 2021



Statement of Comprehensive Income - 2022 Q1



Statement of Comprehensive Income - 2022 Q1



Statement of Comprehensive Income - 2021



Statement of Comprehensive Income - 2021



Cash Flow Sensitivity & Allocation



Crescent Point Energy has the policy to hedge 50% of its production for the 
next 3.5 years.

Risk Management Philosophy - Hedges

● It actively hedges 
commodity prices 
using a portfolio of 
swaps, collars and put 
option instruments.



Financial Instruments And Derivatives 
The Company's financial assets and liabilities are comprised of cash, accounts receivable, derivative 
assets and liabilities, accounts payable and accrued liabilities, dividends payable and long-term debt.

The fair value of cash, accounts receivable, accounts payable and accrued liabilities and dividends payable 
approximate their carrying amount due to the short-term nature of those instruments. The fair value of the 
amounts drawn on bank credit facilities is equal to its carrying amount as the facilities bear interest at 
floating rates and credit spreads that are indicative of market rates. These financial instruments are 
classified as financial assets and liabilities at amortized cost and are reported at amortized cost.

Crescent Point's derivative assets and liabilities are transacted in active markets, classified as financial 
assets and liabilities at fair value through profit or loss and fair valued at each period with the resulting 
gain or loss recorded in net income.

At March 31, 2022, the senior guaranteed notes had a carrying value of $1.62 billion and a fair value of 
$1.58 billion (December 31, 2021 - $1.64 billion and $1.62 billion, respectively).



Financial Instruments And Derivatives
Crescent Point's derivative assets and liabilities are classified as Level 2 with values based on inputs including quoted 
forward prices for commodities, time value and volatility factors. Company's derivative financial instruments are 
classified as fair value through profit or loss and are reported at fair value with changes in fair value recorded in net 
income.

The following table summarizes the fair value as at March 31, 2022 and the change in fair value for the three months 
ended March 31, 2022:



Risks Relating to Business

● Ability to acquire additional natural gas and oil 

● Increased in costs

● Covid-19 Pandemic

● Hedging limits



Our future performance depends on our ability to acquire additional natural gas and oil reserves that 
are economically recoverable.

If we are unable to acquire additional reserves, the value of our Common Shares, our return of capital 
to Shareholders may decline. We add to our oil and natural gas reserves primarily through 
development, exploitation and acquisitions including those with large resource potential. As a result, 
future oil and natural gas reserves are highly dependent on our success in exploiting existing 
properties and acquiring additional reserves. We cannot guarantee that we will be successful in 
developing additional reserves or acquiring additional reserves on terms that meet our investment 
objectives. Without these reserve additions, our reserves will deplete and, as a consequence, either 
production from, or the average reserve life of, our properties may decline. Either decline may result 
in a reduction in the value of our Common Shares and in a reduction in cash available for return of 
capital to Shareholders.

Risks Relating to Business



Increases in costs could adversely affect our business, financial condition and results of operations.

An increase in costs could have a material adverse effect on our results of operations and 

financial condition and, therefore, could reduce our ability to pay down debt, reduce 

dividends to Shareholders as well as affect the market price of the Common Shares.

Higher operating and capital costs for our underlying properties will directly decrease the 

amount of cash flow received by the Corporation and, therefore, may reduce return of capital 

to our Shareholders.

Risks Relating to Business



The COVID-19 pandemic has adversely affected and could continue to adversely affect the Corporation's 
financial condition, operations and results from operations.

In response to the COVID-19 pandemic, the Corporation has implemented additional health and safety protocols 
within its Calgary office and field operations and continues to make adjustments to its health and safety protocols 
as required.

There are many variables and uncertainties that still remain regarding COVID-19, its continued impact on the 
economic environment, including the duration of any further disruption to the oil and gas industry. During the 
COVID-19 pandemic, inflation has been driven by many factors, including disruptions to local and global supply 
chain and transportation services. Inflation and disruptions to supply chain and transportation services have the 
potential to disrupt the Corporation’s operations, projects and financial condition.

There may be further disruption in the demand for commodities which may have a prolonged adverse effect on the 
Corporation's financial condition, operations, income, results from operations and cash flows. Additionally, 
COVID-19 has the potential to directly affect the health of our employees, even in the face of our additional health 
and safety protocols. 

Risks Relating to Business



Hedging limits participation in commodity price increases and increases counterparty credit risk 
exposure.

We periodically enter into hedging activities with respect to a portion of our production to manage 
our exposure to oil and gas price volatility. To the extent that we engage in price risk management 
activities to protect ourselves from commodity price declines, we may be prevented from fully 
realizing the benefits of commodity price increases above the prices established by our hedging 
contracts. In addition, our hedging arrangements may expose us to the risk of financial loss in 
certain circumstances, including instances in which the contract counterparties fail to perform 
under the contracts.

Risks Relating to Business



Commodity Price Risk 

Currency Exchange Risk

Interest Rates Risk 

Significant Risk Factors

Credit and Liquidity Risk



The Company is exposed to commodity price risk on crude oil and condensate, 
NGLs and natural gas revenues as well as power on electricity consumption. 

To manage a portion of this risk, the Company has entered into various 
derivative agreements.

Commodity Price Risk 



The following table summarizes the unrealized gains (losses) on the Company's commodity 
financial derivative contracts and the resulting impact on income before tax due to 
fluctuations in commodity prices or differentials, with all other variables held constant:

Commodity Price Risk



 There is a risk that interest rates will increase given the current low level of interest rates and 
rising inflation in Canada and the United States. An increase in interest rates could result in a 
significant increase in the amount we pay to service debt, while rising inflation could cause us to 
incur additional expense and, either or both, could have an adverse effect on our financial 
condition, results of operations and future growth, potentially resulting in a decrease in a 
decrease in the return of capital to Shareholders and/or the market price of the Common Shares. 

 

 The Company is exposed to interest rate risk on bank credit facilities to the extent of changes in 
market interest rates. Based on the Company's floating rate debt position, as at March 31, 2022, 
a 1 percent increase or decrease in the interest rate on floating rate debt would amount to an 
impact on income before tax of $0.5 million for the three months ended March 31, 2022 (three 
months ended March 31, 2021 - nominal).

 

Interest Rate Risk



The Company is exposed to foreign exchange risk in relation to its US dollar denominated 
long-term debt, investment in U.S. subsidiaries and in relation to its crude oil sales. 

Crescent Point utilizes foreign exchange derivatives to hedge its foreign exchange 
exposure on its US dollar denominated long-term debt. To partially mitigate foreign 
exchange risk relating to crude oil sales, the Company utilizes fixed price WTI crude oil 
contracts that settle in Canadian dollars and foreign exchange swaps.

Currency Exchange Risk



The following table summarizes the resulting unrealized gains (losses) 
impacting income before tax due to the respective changes in the period end 
and applicable foreign exchange rates, with all other variables held constant:

Currency Exchange Risk



The Company is exposed to credit risk in relation to its physical oil and gas sales, financial 
counterparty and joint venture receivables. A substantial portion of the Company's accounts 
receivable are with customers in the oil and gas industry and are subject to normal industry 
credit risks. To mitigate credit risk associated with its physical sales portfolio, Crescent 
Point obtains financial assurances such as parental guarantees, letters of credit, 
prepayments and third party credit insurance. Including these assurances, approximately 97 
percent of the Company's oil and gas sales are with entities considered investment grade.

At March 31, 2022, approximately 2 percent (December 31, 2021 - 3 percent) of the 
Company's accounts receivable balance was outstanding for more than 90 days and the 
Company's average expected credit loss was 0.97 percent (December 31, 2021 - 0.92 
percent) on a portion of the Company’s accounts receivable balance relating to joint venture 
receivables.

Credit Risk



The Company manages its liquidity risk through managing its capital 
structure and continuously monitoring forecast cash flows and available 
credit under existing banking arrangements as well as other potential 
sources of capital.

At March 31, 2022, the Company had available unused borrowing 
capacity on bank credit facilities of approximately $2.09 billion, 
including $2.6 million outstanding letters of credit and cash of $5.7 
million.

Liquidity risk



Liquidity risk





The Corporation has established a dividend policy of paying regular dividends to Shareholders. Commencing 
in 2019, the Corporation moved to a quarterly dividend, paid on the first business day of each quarter. 
Dividends are paid to Shareholders of record on the 15th day of the month prior to the payment date.

The following table sets forth the amount of cash dividends declared per Common Share by the Corporation 
for the periods indicated:

DIVIDENDS AND SHARE REPURCHASES



● Availability of Future Debt and Equity Financing

● Reliant on external sources of capital

● Foreign exchange risk for non-resident 

Shareholders

Risks Relating to 
Common Shareholders



Availability of Future Debt and Equity Financing.

The success of Crescent Point's business in the future is dependent on its ability to obtain debt and 
equity financing to maintain its operations. Crescent Point continues to invest in property, plant and 
equipment to grow its operations. This investment requires adequate financing that Crescent Point 
obtains through both internal operating cash flows and external debt and equity financings. There 
can be no assurance additional financing will be available in the future when needed or on terms 
acceptable to Crescent Point. The inability to access financing to support future growth 
opportunities could limit Crescent Point's operations and have a material adverse impact on 
Crescent Point's liquidity position, including its ability to pay obligations as they come due.

Risks Relating to Common Shareholders



The company have been historically reliant on external sources of capital, which may dilute 
Shareholders’ ownership interests.

There may be future dilution to our Shareholders. One of our objectives is to continually add to our 
reserves through acquisitions and through development. Since we pay a dividend, our success in 
growth from acquisitions and development may, in part, depend on our ability to raise capital from 
time to time by selling additional Common Shares. Shareholders will suffer dilution as a result of 
these offerings if, for example, the cash flow, production or reserves from the acquired assets do not 
reflect the additional number of Common Shares issued to acquire those assets. Shareholders may 
also suffer dilution in connection with future issuances of Common Shares to effect acquisitions.

Risks Relating to Common Shareholders



Foreign exchange risk for non-resident Shareholders.

Our dividends are declared in Canadian dollars and converted to foreign denominated currencies at 
the spot exchange rate at the time of payment. As a consequence, investors are subject to foreign 
exchange risk. To the extent that the Canadian dollar strengthens with respect to their currency, the 
amount of the dividend will be reduced when converted to their home currency.

Risks Relating to Common Shareholders



Gibson Energy3



Company Overview
● Founded in 1953
● Headquarters located in 

Calgary, Alberta
● Canadian-based liquids 

infrastructure company



Gibson Energy (Management) 

Steve Spaulding,
President and Chief 
Executive Officer

Sean Brown,
SVP & Chief 
Financial Officer

Sean Wilson, 
SVP & Chief 
Administrative Officer



● Revenue increased by $1078.7 millions for three months ended March 31, 2022 because 

of the higher commodity prices and volumes from Marketing

● Net income increased by $19.2 millions due to the improved performance in the 

Marketing segment

● Cash Flow from operating activities of $305.7 million increased by $262.2 million 

because of the changes in working capital

● Declared a quarterly dividend on its outstanding common shares of $0.37 per common 

share, for the first quarter of 2022

2022 Q1 Highlight



Historical Stock Price in TSX



Critical Accounting Policies 
1. Recoverability of asset carrying values:

● The Company tests annually whether goodwill of an operating segment has suffered any impairment, 
in accordance with the Company’s accounting policy. The recoverable amounts of the operating 
segments are determined based on the higher of value in use (“VIU”) and fair value less costs of 
disposal (“FVLCD”) calculations that require the use of estimates. The Company also assesses 
whether there have been any events or changes in circumstances that indicate that property, plant 
and equipment and other intangible assets may be impaired and an impairment review is carried out 
whenever such an assessment indicates that the carrying amount may not be recoverable. Any 
impairment charges booked against the goodwill or other assets are recorded outside the segment 
profit measure, therefore do not impact either the Infrastructure segment profit or the Marketing 
segment profit.

●  These assumptions and estimates are uncertain and are subject to change as new information 
becomes available. Changes in economic conditions can also affect the rate used to discount future 
cash flow estimates.



Critical Accounting Policies
2. Income Tax:

● Income tax expense represents the sum of the income tax currently payable and deferred 
income tax. Interest and penalties relating to income tax are included in interest 
expense. Deferred income tax is provided for using the liability method of accounting. 
Deferred income tax assets and liabilities are determined based on differences between 
the financial reporting and income tax basis of assets and liabilities. These differences 
are then measured using enacted or substantially enacted income tax rates and laws 
that will be in effect when these differences are expected to reverse. The effect of a 
change in income tax rates on deferred tax assets and liabilities is recognized in income 
in the period that the change occurs. Income tax expense do not impact either the 
Infrastructure segment profit or the Marketing segment profit.



Balance Sheets (Total Assets)-2022 Q1



Balance Sheet (Liabilities and Equity)-2022 Q1



Balance Sheet (Total Assets)-2021



Balance Sheet (Total Liabilities and Equity)-2021



Statement of Cash Flows - 2022 Q1



Statement of Cash Flows - 2021



Statement of Operations-2022 Q1



Statement of Operations - 2021



Consolidated Statement of Comprehensive Income- 
2022 Q1



Consolidated Statement of Comprehensive Income- 
2021



Financial Instruments-2022 Q1



Financial Instruments - 2021



Financial Instrument - Derivative

● The value of the Company’s derivative financial instruments is determined using inputs that are 
either readily available in public markets or are quoted by counterparties to these contracts. In 
situations where the Company obtains inputs via quotes from its counterparties, these quotes are 
verified for reasonableness via similar quotes from another source for each date for which financial 
statements are presented. The Company has consistently applied these valuation techniques in all 
periods presented and the Company believes it has obtained the most accurate information available 
for the types of financial instrument contracts held. The Company has categorized the inputs for 
these contracts as Level 1, defined as observable inputs such as quoted prices in active markets; 
Level 2 defined as inputs other than quoted prices in active markets that are either directly or 
indirectly observable; or Level 3 defined as unobservable inputs in which little or no market data 
exists therefore requiring an entity to develop its own assumptions.

● For the financial instruments categorized in Level 2, the Company used the forward exchange rates 
at the measurement date, with the resulting value discounted back to present values to determine 
the fair value of the foreign currency forward contracts.



Credit Ratings

● The Company’s senior unsecured notes are rated, on a solicited basis, by DBRS Limited as ‘BBB 
(low)’ and Standard & Poor’s Rating Services, a division of the McGraw-Hill Companies, as 
‘BBB-’. For a fulsome discussion of credit ratings, and their impact on the Company, refer to 
the AIF.

● The Company is also required to meet certain specific and customary affirmative and negative 
financial covenants under its Revolving Credit Facility, senior unsecured notes and unsecured 
hybrid notes, including the maintenance of certain financial ratios, requiring the Company to 
maintain a total consolidated debt to capitalization ratio not greater than 65% as well as to 
maintain a minimum consolidated interest coverage ratio of no less than 2.5 to 1.0. 

● As at December 31, 2021, the Company was in compliance with the financial ratios with the 
total consolidated debt to capitalization ratio at 50% and the consolidated interest coverage 
ratio at 10.9 to 1.0. 



COVID-19 Pandemic
● The Company has implemented a business continuity plan and has enacted its emergency 

response plan to provide centralized, cross- functional, strategic direction during the COVID-19 
pandemic. While these measures may partially mitigate the impact of the COVID- 19 pandemic, 
minimize recovery time and reduce business losses, the plans can neither account for nor 
control all possible events. The COVID-19 pandemic, therefore, may continue to have adverse 
financial and operational implications for the Company as the situation continues to evolve.

● Additionally, the duration and extent of the impact from the COVID-19 pandemic remains 
uncertain and depends on future developments that cannot be accurately predicted at this 
time, such as i) the severity, transmission rate and resurgence of the COVID- 19 virus or its 
variants, ii) the timing, extent and effectiveness of containment actions, including the 
approval, availability, effectiveness, continued uptake and distribution rate of vaccines and 
boosters, iii) the speed and extent to which normal economic and operating conditions resume 
and are maintained worldwide, and iv) the impact of these and other factors on our 
stakeholders, particularly those upon whom we have a major reliance, including our customers, 
vendors and employees.



Significant Risk Factors

Commodity Price Risk 

Interest Rate Risk 

Currency Exchange Risk

Liquidity Risk



● The Company typically hedges its exposure to price fluctuations with respect to crude oil, refined 
products, natural gas, differentials and NGLs, and expected purchases and sales of these 
commodities (relating primarily to crude oil, roofing flux and purchases of NGL). The derivative 
instruments utilized consist primarily of futures and option contracts traded on the New York 
Mercantile Exchange, the Intercontinental Exchange and over-the-counter transactions. The 
Company’s policy is to transact only in commodity derivative products for which the Company 
physically transacts, and to structure the Company’s hedging activities so that price fluctuations for 
those products do not materially affect the net cash the Company ultimately receives from its 
commodity related marketing activities.

● The intent of the Company’s risk management strategy is to hedge the Company’s margin. However, 
the Company has not designated nor attempted to qualify for hedge accounting. Thus, changes in the 
fair values of the Company’s derivatives are recognized in earnings and result in greater potential for 
earnings volatility.

Commodity Price Risk



It summarizes the impact to net income and equity due to a change in fair value of the Company’s 
derivative positions because of fluctuations in commodity prices leaving all other variables constant, 
in particular, foreign currency rates. The Company believes that a 15% volatility in crude oil and NGL 
related prices is a reasonable assumption.

Commodity Price Risk



● The Company’s long-term debt, excluding the Revolving Credit Facility, accrues interest at 
fixed interest rates and accordingly, changes in market interest rates do not expose the 
Company to future interest cash outflow variability. At March 31, 2022, the Company had 
$89.1 million (December 31, 2021 – $270.0 million) drawn under the Revolving Credit Facility 
which is subject to interest rate risk, as borrowings bear interest at a rate equal to, at the 
Company’s option, either the Canadian Prime Rate, U.S. LIBOR, U.S. Base Rate or Canadian 
Bankers’ Acceptance Rate, plus an applicable margin based on the Company’s total leverage 
ratio. A 1% increase or decrease in interest rates would, based on current rates and balances, 
decrease or increase the Company’s net income by $0.9 million

Interest Rate Risk



● The Company’s monetary assets and liabilities in foreign currencies are translated at the 
period-end rate. Exchange differences arising from this translation are recorded in the 
Company’s statement of operations. In addition, currency exposures can arise from revenue 
and purchase transactions denominated in foreign currencies. Generally, transactional 
currency exposures are naturally hedged (i.e. revenue and expenses are approximately 
matched), but, where appropriate, are covered using forward exchange contracts or currency 
swaps. The foreign currency forward exchange contracts including currency swaps entered into 
by the Company, although effective hedges from an economic perspective, have not been 
designated as hedges for accounting purposes, and therefore any gains and losses on such 
forward exchange contracts impact the Company’s earnings. The Companyexpects to continue 
to enter into financial derivatives, primarily forward contracts and currency swaps, to reduce 
foreign exchange volatility.

Currency Exchange Risk



Foreign Currency Risk 



Liquidity Risk



Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they 
fall due. This risk relates to the Company’s ability to generate or obtain sufficient cash or cash 
equivalents to satisfy these financial obligations as they become due. The Company’s process for 
managing liquidity risk includes preparing and monitoring capital and operating budgets, coordinating 
and authorizing project expenditures and authorization of contractual agreements. The Company may 
seek additional financing based on the results of these processes. The budgets are updated with 
forecasts when required and as conditions change. Cash and cash equivalents and the revolving 
credit facility are available and are expected to be available to satisfy the Company’s short and 
long-term requirements. As at December 31, 2021, the Company had a revolving credit facility of 
$750.0 million and two credit facilities totaling $150.0 million. As at December 31, 2021, $270.0 
million (December 31, 2020 – $60.0 million) was drawn against the revolving credit facility and the 
Company had outstanding issued letters of credit of $35.0 million (December 31, 2020 – $34.7 
million).

Liquidity Risk



Other Risk Factors

International Conflict

Inflation



International Conflict
● International conflict and other geopolitical tensions and events, including war, military action, 

terrorism, trade disputes, and international responses thereto have historically led to, and may 
in the future lead to, uncertainty or volatility in global energy and financial markets, as well as 
increased cybersecurity risks

● Russia's recent invasion of Ukraine and the subsequent war in the region has led to sanctions 
being levied against Russia by the international community and may result in additional 
sanctions or other international action, any of which may have a destabilizing effect on 
commodity prices and global economies more broadly.

● As a major exporter of oil and natural gas, any disruption of supply of oil and natural gas from 
Russia may cause a supply shortage globally and significantly impact commodity prices.

● Volatility in commodity prices may adversely affect the Company’s business, financial 
condition, and results of operations



Inflation

● The Company does not believe that inflation has had a material effect on its business, financial 
condition or results of operations to date.

● if the Company's capital, development, operation or labour costs become subject to significant 
inflationary pressures over an extended period of time, as a result of the COVID-19 pandemic, 
geo-political events, including the war in Ukraine, or otherwise, the Company may not be able to fully 
offset such higher costs through corresponding increases in commodity prices and to the prices 
charged for services

● Governmental action, such as the imposition of higher interest rates or wage controls, may also 
negatively impact the Company's costs.

● Inflation, any governmental response thereto, or the Company's inability to offset inflationary effects 
may have a material adverse effect on the Company’s business, results of operations, financial 
condition or value of its share price.



Suncor Energy4



● Funded in Montreal, Quebec in 1919
● Fully integrated energy company
● developing petroleum resource in 

Canada's Athabasca oil sands 
● Number of employees: 16,922 

●
Three main markets:

● Supplying crude oil and LNG 
wholesale 

● Selling gasoline direct to 
consumers

● Supplying diesel

Company overview
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Mark Little,
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Executive Officer

Alister Cowan,
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Bruno Francoeur,
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Operations Services



Critical Accounting Policies
(a) Principles of Consolidation: Control comprises the power to govern an entity’s financial and 
operating policies to obtain benefits from its activities, and is a matter of judgment. All 
intercompany balances and transactions are eliminated on consolidation. 

(b) Joint Arrangements: Where the company has rights to the net assets of an arrangement, the 
arrangement is classified as a joint venture and accounted for using the equity method of 
accounting. Under the equity method, the company’s initial investment is recognized at cost and 
subsequently adjusted for the company’s share of the joint venture’s income or loss, less 
distributions received.

(c) Investments in Associates: Investments in associates are accounted for using the equity method 
of accounting and are initially recognized at cost and adjusted thereafter for the change in the 
company’s share of the investee’s profit or loss and Other Comprehensive Income (OCI) less 
distributions received until the date that significant influence ceases.



Critical Accounting Policies
(d) Foreign Currency Translation: In preparing the company’s consolidated financial statements, the 
financial statements of each entity are translated into Canadian dollars. The assets and liabilities of 
foreign operations are translated into Canadian dollars at exchange rates as at the balance sheet date. 
Revenues and expenses of foreign operations are translated into Canadian dollars using foreign exchange 
rates that approximate those on the date of the underlying transaction. Foreign exchange differences are 
recognized in OCI.

(e) Revenues: Revenue from the sale of crude oil, natural gas, natural gas liquids, purchased products, 
refined petroleum products and power represent the company’s contractual arrangements with customers.

(f) Cash and Cash Equivalents: Cash and cash equivalents consist primarily of cash in banks, term 
deposits, certificates of deposit and all other highly liquid investments at the time of purchase.

(g) Assets Held for Sale: Assets and the associated liabilities are classified as held for sale if their carrying 
amounts are expected to be recovered through a disposition rather than through continued use. 



Critical Accounting Policies
(h) Financial Instruments: 

The company uses derivative financial instruments, such as physical and financial contracts, either to 
manage certain exposures to fluctuations in interest rates, commodity prices and foreign exchange rates, 
as part of its overall risk management program. Earnings impacts from derivatives used to manage a 
particular risk are reported as part of Other Income in the related reporting segment.

Certain physical commodity contracts, when used for trading purposes, are deemed to be derivative 
financial instruments for accounting purposes. Physical commodity contracts entered into for the purpose 
of receipt or delivery in accordance with the company’s expected purchase, sale or usage requirements are 
not considered to be derivative financial instruments and are accounted for as executory contracts. 

Derivatives embedded in other financial instruments or other host contracts are recorded as separate 
derivatives when their risks and characteristics are not closely related to those of the host contract. 



Critical Accounting Policies
(i) Hedging Activities:

The company may apply hedge accounting to arrangements that qualify for designated hedge accounting 
treatment. Documentation is prepared at the inception of a hedge relationship in order to qualify for hedge 
accounting. Designated hedges are assessed at each reporting date to determine if the relationship between the 
derivative and the underlying hedged item accomplishes the company’s risk management objectives for financial 
and non-financial risk exposures.

If the derivative is designated as a fair value hedge, changes in the fair value of the derivative and in the fair value 
of the underlying hedged item are recognized in net earnings. If the derivative is designated as a cash flow hedge, 
the effective portions of the changes in fair value of the derivative are initially recorded in Other Comprehensive 
Income and are recognized in net earnings when the hedged item is realized. Ineffective portions of changes in the 
fair value of cash flow hedges are recognized in net earnings immediately. Changes in the fair value of a derivative 
designated in a fair value or cash flow hedge are recognized in the same line item as the underlying hedged item. 
The company did not apply hedge accounting to any of its derivative instruments for the years ended December 31, 
2021 or 2020.



Fanacial Highlights



Fanacial Highlights - 2022 Q1



Balance sheets - Assets (Annual)



Balance sheets - Liabilities (Annual)



Balance sheets - Assets (Quarter 1)



Balance sheets - Liabilities (Quarter 1)



Statement of Cash Flows - 2021



Statement of Cash Flows - 2021



Statement of Cash Flows - 2022 Q1



Statement of Cash Flows - 2022 Q1



Income Statement (Annual)



Consolidated Statements of Comprehensive Income - Q1



Adjusted Operating Earnings (Loss)



Financial instruments - Derivatives
The Company uses derivative financial instruments, 
such as physical and financial contracts, to manage 
certain risks from fluctuations in interest rates, 
commodity prices and foreign exchange rates as part 
of its overall risk management program and also for 
trading purposes. 
Suncor may be exposed to certain losses in the event 
that counterparties to derivative financial instruments 
are unable to fulfil their obligations under these 
contracts. 

Beginning in 2021, the company revised its calculation 
of adjusted operating earnings (loss), to exclude 
unrealized (gains) losses on derivative financial 
instruments that are recorded at fair value in other 
income (loss). 



Financial instruments - Derivatives

For the year ended December 31, 2021, the pre-tax earnings impact of risk management and trading activities was 
$155 million (2020 – pre-tax earnings of $175 million).



The measures of restriction from the pandamic  have and may continue to have significant disruption to 
business operations and a significant increase in economic uncertainty, with fluctuating demand for 
commodities leading to volatile prices and currency exchange rates, and a decline in long-term interest 
rates. The operations and business are particularly sensitive to a reduction in the demand for, and prices of, 
commodities that are closely linked to Suncor’s financial performance, including crude oil, refined petroleum 
products (such as jet fuel and gasoline), natural gas and electricity. The potential direct and indirect 
impacts of the economic volatility have been considered in management’s estimates, and assumptions at 
period-end have been reflected in our results with any significant changes described in the relevant 
financial statement note.

The COVID-19 pandemic is an evolving situation that is expected to continue to have widespread 
implications for Suncor’s business environment, operations and financial condition. Management cannot 
reasonably estimate the length or severity of this pandemic, or the extent to which the disruption may 
materially impact our consolidated statements of comprehensive income (loss), consolidated balance 
sheets and consolidated statements of cash flows.

COVID-19 Pandemic



Significant Risk Factors

Commodity Price Risk 

Foreign Currency Exchange 
Risk

Liquidity Risk

Credit Risk



Commodity Price Risk

Stock market crash fears sparked by both the oil price war (from 2015) and the effects of a 
coronavirus pandemic are hitting Suncor hard today



Commodity Price Risk

Suncor's financial results are closely tied to crude 
oil and refined product prices. The prices for all of 
these commodities can be influenced by global and 
regional supply and demand factors, which are 
factors that are beyond the company’s control and 
can result in a high degree of price volatility.

The company can reduce its exposure to commodity 
price risk through a number of strategies.

Eg. Enter into derivative contracts to limit changes 
in crude oil and refined product prices during transit 
and natural gas prices.



Foreign Currency Exchange Risk

Exposed to foreign currency exchange 
risk on revenues, capital expenditures, or 
financial instruments that are 
denominated in a currency other than 
Canadian dollars. 

As crude oil is priced in U.S. dollars, 
fluctuations in US$/Cdn$ exchange rates 
may have a significant impact on 
revenues.



Liquidity Risk



Liquidity Risk
The company’s available credit facilities decreased by$2.0 billion during the year ended December 31, 
2021. Suncor’s cash and cash equivalents and total credit facilities at December 31, 2021 were $2.2 
billion and $7.0 billion. Of Suncor’s $7.0 billion in total credit facilities, $4.5 billion were unutilized at 
December 31, 2021.
The company’s available credit facilities reduction primarily due to the cancellation of $2.8 billion in 
bi-lateral credit facilities that were no longer required as they were entered into in March and April 2020 
to ensure access to adequate financial resources in connection with the COVID-19 pandemic, and a 
reduction in the size of the company’s syndicated credit facilities. 



Credit Risk

The company’s accounts receivable are with customers in the oil and gas industry (normal 
industry credit risk). While the industry has experienced credit downgrades due to the 
COVID-19 pandemic, Suncor has not been significantly affected as many Suncor’s customers 
are large and established downstream companies with investment grade credit ratings. At 
December 31, 2021, substantially all of the company’s trade receivables were current.

The company may be exposed to certain losses if counterparties to derivative financial 
instruments are unable to meet the terms of the contracts. The company’s exposure is limited 
to those counterparties holding derivative contracts owing to the company at the reporting 
date. On December 31, 2021, the company’s net exposure was $123 million.



Other Risk Factors

Carbon Pricing

Greenhouse Gas 
Emissions and Targets



Carbon Pricing

The Canadian government has stated that the carbon price on industrial emitters will increase to $170 per 
tonne by 2030. All of Suncor’s upstream emissions and approximately 80% of its refinery emissions are 
subject to carbon pricing, which sends a strong signal to manage emissions across its business.



Among other sustainability goals, Suncor has set a strategic objective of net-zero emissions by 2050 and a 
target to reduce GHG emissions through its value chain by 10 megatonnes by 2030. Its ability to deliver 
GHG emissions reductions is subject to numerous risks and uncertainties, and the actions taken in 
implementing these objectives may also expose it to certain additional and/or heightened financial and 
operational risks.

A reduction in GHG emissions relies on, among other things, Suncor’s ability to implement and improve 
energy efficiency at all of the facilities, future development and growth opportunities, development and 
deployment of new technologies, ability to sequester and capture carbon, investment in low-carbon power 
and hydrogen, as well as a transition to low-carbon fuels. In the event that it is unable to implement these 
strategies and technologies as planned without negatively impacting the expected operations or business 
plans, or in the event that such strategies or technologies do not perform as expected, Suncor may be 
unable to meet its GHG targets on the current timelines, or at all.

Greenhouse Gas Emissions and Targets
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