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SUCCESS 
BELONGS TO THOSE  

WHO SEE THE FUTURE  
BEFORE IT BECOMES

OBVIOUS



WHY OWN ENCANA?

We are a leading North American unconventional natural gas and 
integrated oil company headquartered in Calgary, Alberta. More than 
80 percent of our production is clean burning natural gas. We are also 
a technical and cost leader in the recovery of oil through steam-assisted 
gravity drainage (SAGD). One hundred percent of our oil production 
is fully integrated with our two refineries in the United States. 

EnCana represents a unique investment opportunity built upon predictable, low-risk, 
low-cost production growth from resource plays. Our value-driven and innovative 
business strategy is underpinned by our high-quality assets and reinforced by our 
strong financial position, which is guided by prudent risk management practices. 
This approach provides us with the flexibility to adapt to changing circumstances 
in these uncertain times.

Natural gas and oil resource plays are our strategic focus. With nine key natural gas 
and four key oil resource plays in Canada and the United States we are able to invest 
for the long term and apply continuous improvements to all areas of our business. 
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FOCUSED ON CREATING SUSTAINABLE
VALUE FOR SHAREHOLDERS

Developing unparalleled asset base to unlock 

underlying value

4.6 billion

23 million

19.7 trillion

10 years

Exercising financial discipline and flexibility allowing 

us to respond to changing market conditions

28 percent

0.7

15 percent

Returning value to shareholders

$1.2 billion

270 million 

Advisory

VAST LAND POSITION

23
net acres in North America

million

LARGEST NATURAL
GAS PRODUCER IN
NORTH AMERICA

3.8
cubic feet per day

billion

SUBSTANTIAL 
PROVED RESERVES

19.7
cubic feet equivalent

trillion
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CEO’S MESSAGE

NATURAL GAS GROWTH AVERAGES 8%

INTEGRATED OIL DEVELOPMENT 
CONTINUES ON PACE

2008 will be remembered as a financial and economic rollercoaster. Oil prices shot 

from $100 per barrel to record highs above $145 then fell below $35. Natural gas prices 

climbed above $13 by mid-year before sliding well below $6 per thousand cubic feet. The 

stock market tumbled by one-third. Companies everywhere faced unforeseen challenges. 

Rarely has so much changed so quickly. Through the volatility of 2008, EnCana achieved 

exceptional operational and financial performance, meeting or exceeding targets for 

production growth, cash flow and capital spending. We continued to achieve sustainable 

value creation in the development of unconventional natural gas and oil resources in 

North America. And of vital importance today, we are very well positioned to withstand 

the financial and economic challenges in 2009 and beyond.

$2.3
free cash flow in 2008. Free cash 

flow can be used to pay dividends, 
buy back shares, and reduce debt.

billion
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CORPORATE RESULTS REMAIN STRONG

CORPORATE REORGANIZATION ANNOUNCED

We are very well positioned to withstand 

the financial and economic challenges 

in 2009 and beyond.
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SHALE GAS EMERGES

HIGH-QUALITY ASSETS AND STRONG RETURNS 
DISTINGUISH ENCANA

CONSERVATIVE, PRUDENT CAPITAL INVESTMENT

Our North American resource plays have 

the capability to generate strong returns 

from predictable, low-risk assets at a 

cost that is among the lowest in industry.
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I have always believed that success belongs 

to those companies that see where the 

future of their business needs to be, before 

it becomes obvious to everyone else.

10%
EnCana is ranked in the top 10% of companies on the 
Dow Jones Sustainability Index.

Randy Eresman



ENCANA CORPORATION ANNUAL REPORT 20086

CFO’S Q&A

Maintaining financial strength; 
Managing risk in a volatile environment

HOW IS ENCANA POSITIONED TO HANDLE
THE ECONOMIC UNCERTAINTY?
EnCana is facing the current economic climate from a very solid financial position. We have been 

building our North American portfolio of low-cost, low-risk, predictable assets, fine-tuning our approach 

to resource development and establishing strength and flexibility in our balance sheet for years. That 

discipline is paying off now more than ever. We have deliberately chosen a more measured approach to 

our 2009 capital program with a continued emphasis on generating free cash flow. With our disciplined 

approach to capital spending and a strong hedging program to support our cash flow requirements, 

we have the flexibility in both our development program and balance sheet to help us deal with the 

turbulent conditions ahead.

At EnCana we are confident that we have prepared ourselves to emerge from this environment 

operationally strong, with the integrity of our balance sheet intact and we expect to be well positioned 

to respond quickly when the business environment improves. 

AS CFO, WHAT METRICS DO YOU FOCUS 
ON TO MANAGE ENCANA’S FINANCIAL HEALTH?
We use several metrics to test the resiliency of our balance sheet. They include debt to capitalization, 

which measures the percentage of total invested capital funded by debt. We target this metric to be 

in the range of 30 to 40 percent. At the end of 2008, we achieved a lower debt leveraged result with 

a ratio of 28 percent. We look at debt to adjusted EBITDA ratio as a measure to indicate, on an 

annualized basis, how long it would take if we applied our most recent year’s EBITDA to repay our 

current level of debt. Our debt to adjusted EBITDA ratio at year end was 0.7 years. Lastly, we target 

our expected after-tax cash flow to exceed our forecast capital investment, which we refer to as free 

cash flow. Generating free cash flow improves financial liquidity.

HOW DOES ENCANA FUND ITS CAPITAL 
PROGRAM IN THIS VOLATILE ENVIRONMENT?
One of EnCana’s business objectives is to have a capital investment program that is self-funding using 

cash flow from existing operations. Between 2002 and 2008, EnCana has been able to grow its cash 

flow per share at a compound annual growth rate of approximately 29 percent. Cash flow has been 

driven largely by our growing production base with a low per unit cost structure and, until recently, strong 

commodity pricing. Commodity prices are always a risk. 



ENCANA CORPORATION ANNUAL REPORT 2008 7

IS ENCANA CONSIDERING LOWERING ITS DIVIDEND 
IN THIS ENVIRONMENT?

GIVEN TIGHT DEBT MARKETS DOES ENCANA HAVE 
ANY DEBT MATURING IN THE NEAR FUTURE? 

Brian C. Ferguson

Our hedging strategy helps to ensure 

that we have sufficient cash flow to fund 

our capital investment and free cash flow 

available to pay dividends.
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1.4

ENCANA
SEES POSSIBILITIES
BEFORE THEY BECOME 
OBVIOUS

“You can pin that whole concept of resource 

plays on Randy Eresman specifically.”

Report on Business

We recognized several years ago that conventional production in North America was 

in steady decline, and that our future relied on our ability to unlock vast unconventional 

reservoirs on this continent, home to some of the largest known accumulations of natural 

gas and oil in the world. In 2004, we determined that North America would become the 

focus of our growth. 

natural gas we produced in 2008 – enough 
to heat almost 11 million homes for one year.

trillion cubic feet 



OUR KEY RESOURCE PLAYS

SPAN OUR VAST NORTH

AMERICAN LAND HOLDINGS

EnCana’s vast North American land position, which is about 
the size of 11.5 million Canadian football fields.

EnCana coined the term “resource 

play.” The term is now widely used by 

industry to describe unconventional 

natural gas and oil development. 

net acres

GREATER SIERRA

220 MMcf/d

CUTBANK RIDGE

296 MMcf/d

PELICAN LAKE

22 Mbbls/d

WEYBURN

14 Mbbls/d

BIGHORN

167 MMcf/d

CBM

304 MMcf/d

JONAH

603 MMcf/d

SHALLOW GAS

700 MMcf/d

PICEANCE

385 MMcf/d

FORT WORTH

142 MMcf/d

EAST TEXAS

334 MMcf/d

CHRISTINA LAKE

4 Mbbls/d

FOSTER CREEK

26 Mbbls/d

BORGER
REFINERY

WOOD RIVER
REFINERY

ENCANA KEY RESOURCE PLAYS 

2008 AVERAGE DAILY PRODUCTION

NATURAL GAS     OIL
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Our people are critical to our success. Since 

this industry is one of the most sophisticated 

and technology-intensive in the world, 

EnCana has built a high-performing 

workforce that excels in this environment. 

OUR CULTURE IS ONE 
THAT UNLOCKS POTENTIAL 
– BOTH BELOW THE 
GROUND, AND FROM 
WITHIN OUR PEOPLE
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FIT-FOR-PURPOSE RIGS

INCREASING SAFETY
AND EFFICIENCY

NATURAL GAS

EVOLVING TECHNOLOGIES

INDUSTRY PARTNER

GAINING EXPOSURE TO FULL VALUE CHAIN

The driller’s 
control cabin 
pictured here 

is part of an 
automated rig 

built specifically 
for EnCana.

annual savings in fuel costs 
per rig from converting diesel-

powered rigs to natural gas.
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WEYBURN OILFIELD

WORLD’S LARGEST
CARBON CAPTURE PROJECT

SAGD TECHNOLOGY

LEADING THE WAY

The cumulative reduction in greenhouse 

gas emissions at Weyburn is equal to 

taking about 6.7 million cars off the road 

for an entire year.

A drilling site at Christina Lake.

Foster Creek’s gross production has grown 

steadily to approximately 60,000 barrels 

per day at the end of 2008. 
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SHALE PLAYS

AN EMERGING UNCONVENTIONAL
NATURAL GAS RESOURCE

Shale plays have the potential to be 

among the largest sources of natural 

gas growth in North America.

During a year that saw extreme volatility in natural gas and oil prices and a challenging 

operating environment, our continued concentration on our resource play strategy 

delivered strong operational and financial performance. Once again, our operating focus 

in 2008 was on finding efficiencies and on excellence in execution in all facets of our 

business: from growing our resource base, to implementing new technologies, to sharing 

ideas, to introducing new employee programs. All the while we continued our commitment 

to working safely and being a trusted, thoughtful neighbour. 

CORE STRENGTH

EXPANDING UPSTREAM AND DOWNSTREAM TOGETHER
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GETTING THE LAST DROP

WEDGE WELLS 

WASTE NOT

ENHANCED WATER RECYCLING

TIME SAVER

ADVANCES IN HORIZONTAL WELL COMPLETIONS

90%

demonstrated reduction in 
deep natural gas frac time.

“EnCana’s wedge well innovation will 

radically alter perceptions on SAGD

economics and recovery factor limitations.”
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SHARING KNOWLEDGE

GENERATING NEW IDEAS

COURTESY MATTERS

PUTTING COMMUNITY NEEDS FIRST

INVESTING IN FUTURE SOLUTIONS

ENVIRONMENTAL INNOVATION FUND

“I FOUND THE INFORMATION EXCHANGE TO 
BE EXTREMELY EXCITING AND EYE-OPENING. 
I AM THRILLED TO BE A PART OF A COMPANY 
THAT IS FORWARD-THINKING.”

committed to 17 projects 
to date in North America.

C$27
million

“PSAC members have been pleased to 

work with EnCana on the Courtesy MattersTM

program because it provides innovative 

solutions to issues in communities where 

we work and makes a genuine difference.”
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SAM AWARD

INTERNATIONAL RECOGNITION 

invested in 2008 in community programs 
– from sports, recreation and wellness, 
to education, science and technology.

C$3.1
million

million

C$36
MORE CASH FOR NON-PROFIT ORGANIZATIONS

EMPLOYEES GIVING TIME

given by employees across North America 
to non-profit organizations of their choice. 
The company match increased that total 
to more than C$6.2 million.
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CHAIRMAN’S MESSAGE

David P. O’Brien 
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OPERATING HIGHLIGHTS
After royalties 2008

Production

2,205

1,633

3,838

30,183

103,397

133,580

4,639

Refinery Operations

452

423

Reserves

19,712

2,547

150

2.50

2.6

11.6

FINANCIAL HIGHLIGHTS
US$ millions, except per share amounts 2008

30,064

9,386

12.48

5,944

7.91

4,405

 5.86

7,080

270

7,350

1.60

3.4

28

0.7

0.83

08070605

12.48

11.06

8.568.35

cash flow per share
($/share)

08070605

1.60

0.80

0.375
0.275

dividends per share
($/share)

08070605

2.26

2.11

1.891.89

production per share
(Mcfe/share)

08070605

26.28
24.92

23.44

21.31

reserves per share
(Mcfe/share)




