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ARC Resources Ltd. (“ARC”) is a leading Canadian oil and gas 

producer committed to delivering strong operational and financial 

performance and upholding values of operational excellence and 

responsible development. With operations focused primarily in the 

Montney resource play in western Canada, ARC’s portfolio is made 

up of resource-rich properties that provide both near-term and 

long-term investment opportunities. ARC pays a quarterly dividend 

to shareholders and its common shares trade on the Toronto Stock 

Exchange under the symbol ARX.
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ARC strengthened 
its business in 2020 
through prudent 
capital allocation 
decisions and excellent 
operational execution.

16220

13218

13919

Production 

(boe/day, 000's)
Delivered record annual production of 

161,564
boe/day

Record 
Annual 
Production

Delivered an operating expense of 

$3.94/boe
the lowest in ARC’s 24-year history

Record  
Operating  
Expense

$3.9420

$5.9518

$4.9719

Operating Expense
($/boe)

Net Debt Outstanding
($ millions)

'20Financial  
& Operational 
Highlights

Reduced net debt by 

$198MM

Significant 
Debt 
Reduction

Strong Free
Funds Flow
Generation

Increased capital allocation optionality with 

$324MM
of free funds flow generated

Free Funds Flow
($ millions)
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            Resilience. Discipline. Focus.   

Three defining traits of ARC in 2020 – a year of prudent capital 

allocation, significant debt reduction, safe execution, and 

excellent operational performance.

Message to 
Shareholders

Despite volatile and uncertain  

market conditions, we delivered 

record production by safely bringing 

our Dawson Phase IV facility  

on-stream, lowered our cost structure 

by driving down our operating 

expenses to record-low levels, and 

strengthened our financial position 

by generating significant free 

funds flow. We demonstrated our 

ongoing commitment to delivering 

leading environmental, social, and 

governance (“ESG”) performance 

and reporting transparency with the 

release of our ESG Report, marking 

ARC’s twelfth year of formal ESG 

reporting. Our integrated approach 

to ESG was reflected in strong 

performance across all ESG metrics, 

including delivering the lowest GHG 

emissions intensity amongst our peer 

group. We continue to set measurable 

targets to reduce our environmental 

impacts and advance our social and 

governance practices.
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By swiftly adjusting our capital 

budget and dividend in early 2020 in 

response to the rapid decline in global 

commodity prices, we were able to 

continue paying a sustainable dividend 

to shareholders, expand the Company's 

low-cost Montney production base, and 

maintain our strong financial position 

throughout the year.

We are excited for the opportunities 

that lie ahead as ARC moves forward 

with the strategic combination with 

Seven Generations Energy Ltd. It is 

a transformational transaction that 

will create superior and enduring 

value for our shareholders and theirs. 

The combination will enhance our 

existing commodity and geographic 

Major Facility
  
Brought  
On-stream

Ahead of schedule,  
under budget, and with  
a perfect safety record.

Dawson
 Phase IV
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Our enviable Montney asset base and 
our network of owned-and-operated 
infrastructure allow us to control  
our destiny and deliver strong capital 
and operating efficiencies. 

ARC remains focused on delivering 

returns to shareholders through 

investing in high-return projects and 

paying a meaningful dividend.

Focused 
on delivering 
strong returns
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diversification, generate significant 

free funds flow to increase optionality 

in our capital allocation decisions, 

and elevate our standing as an  

ESG-focused energy company.  

As the premier Montney producer, 

ARC will become Canada’s largest 

condensate producer, third-largest 

natural gas producer, and sixth-

largest upstream energy company, 

increasing our relevance and 

improving our ability to compete  

on the global energy stage.

As ARC enters its 25th year,  

I am proud of our team’s work  

to make our business more efficient 

and resilient. ARC's operational 

excellence, robust risk management 

program, and strong balance sheet 

have positioned us to prudently 

manage volatile market conditions. 

Our enviable Montney asset base 

and our network of owned-and-

operated infrastructure allow us to 

control our destiny and deliver strong 

capital and operating efficiencies. 

Our sustainable business model is 

focused on financial discipline, ESG 

leadership, long-term corporate 

profitability, free funds flow 

generation, and paying a sustainable 

dividend to shareholders. These 

guiding principles have created 

a strong foundation for excellent 

business performance and make  

ARC a differentiated Canadian energy 

company as we continue developing 

low-carbon energy and contributing 

positively to society.

ARC is committed to playing a 

meaningful role in the transition  

to a lower-carbon economy.  

We will continue to pursue 

efficiencies across our business and 

proudly contribute to the Canadian 

economy. ARC is in an attractive 

position with a low cost structure,  

a strong asset base with tremendous 

optionality, and talented people who 

drive our business forward.

Our guiding principles have created 
a strong foundation for excellent  
business performance and make  
ARC a differentiated Canadian  
energy company as we continue 
developing low-carbon energy and 
contributing positively to society.

     In closing, I want to 
recognize the dedication  
of our employees, whose 
focus and resilience 
delivered exceptional  
business results in 2020  
and into 2021. Thank you to 

our board of directors for your 

guidance and our shareholders 

for your continued support.  

We look forward to ARC’s  

exciting future.

Terry M. Anderson

President & Chief Executive Officer
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The Montney fairway spans Alberta and  

British Columbia and within this geological 

formation, contains trillions of cubic feet of 

recoverable natural gas and billions of barrels  

of recoverable natural gas liquids, condensate,  

and oil. The Montney delivers competitive 

development economics and has many long-term, 

large-scale development opportunities that will 

create value for years to come. The Montney is a 

key growth area for ARC, with great potential for 

continued reserves and production additions. 

ARC’s focused Montney  

asset base enables execution  

of larger-scale projects, 

supports the application  

of learnings across properties 

and asset teams, and facilitates 

excellent capital efficiencies  

and operating cost structures. 

ARC continues to apply 

innovation and technical 

expertise across its  

Montney asset base.

M
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ey

ARC is one 
of the largest 
operators  
in the Montney
and has been active in the 
resource play since 2000. 
Each year, ARC advances its 
understanding and technical 
expertise in the Montney.

Where  
We Operate
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PricewaterhouseCoopers LLP 
111-5th Avenue SW, Suite 3100, Calgary, Alberta, Canada T2P 5L3
T: +1 403 509 7500, F: +1 403 781 1825

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership. 

Independent auditor’s report 

To the Shareholders of ARC Resources Ltd. 

Our opinion 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the financial position of ARC Resources Ltd. and its subsidiary (together, the Company) as at 
December 31, 2020 and 2019, and its financial performance and its cash flows for the years then ended in 
accordance with International Financial Reporting Standards as issued by the International Accounting 
Standards Board (IFRS). 

What we have audited 
The Company’s consolidated financial statements comprise: 

the consolidated balance sheets as at December 31, 2020 and 2019;

the consolidated statements of comprehensive income for the years then ended;

the consolidated statements of changes in shareholders’ equity for the years then ended;

the consolidated statements of cash flows for the years then ended; and

the notes to the consolidated financial statements, which include significant accounting policies and
other explanatory information.

Basis for opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our 
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of 
the consolidated financial statements section of our report. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion. 

Independence 
We are independent of the Company in accordance with the ethical requirements that are relevant to our 
audit of the consolidated financial statements in Canada. We have fulfilled our other ethical responsibilities 
in accordance with these requirements. 
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Key audit matters 

Key audit matters are those matters that, in our professional judgment, were of most significance in our 
audit of the consolidated financial statements for the year ended December 31, 2020. These matters were 
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming 
our opinion thereon, and we do not provide a separate opinion on these matters. 

Key audit matter How our audit addressed the key audit matter 

The impact of crude oil, condensate, natural gas and 
natural gas liquids reserves on net Development and 
Production (D&P) assets 

Impairment to the consolidated financial statements for
management’s disclosures on D&P, impairment and
depletion, depreciation and amortization (DD&A).

The Company has $4,266.6 million of D&P assets as at 
December 31, 2020. DD&A expense was $511.8 million 
for the year then ended. D&P assets are depleted using 
the unit-of-production method based on total estimated 
proved plus probable reserves, total capitalized costs, 
estimated future development costs including future 
estimated asset retirement costs and volumes produced. 

The recoverability of D&P asset carrying values are 
assessed at a cash generating unit (CGU) level. At each 
reporting period, management reviews its CGUs for 
indicators of potential impairment. If such indicators exist, 
an impairment test is performed by comparing the CGU’s 
carrying value to its recoverable amount. Management 
used a fair value less cost of disposal (FVLCD) model to 
determine the recoverable amount of the CGUs, which is 
based on the net present value of the after-tax cash flows 
of proved and probable crude oil, condensate, natural 
gas and natural gas liquids reserves. The proved and 
probable crude oil, condensate, natural gas and natural 
gas liquids reserves are prepared by the Company’s 
independent petroleum engineers (management’s 
experts). As at March 31, 2020, impairment tests over all 
of the Company’s CGUs were conducted. Based on the 
results of these tests, the Company recognized an 
impairment charge of its Northern Alberta CGU in the 
amount of $740.0 million.  

Our approach to addressing the matter included the 
following procedures, among others: 

The work of management’s experts was used in
performing the procedures to evaluate the
reasonableness of the crude oil, condensate, natural
gas and natural gas liquids reserves used to
determine the DD&A expense and the recoverable
amount of the Company’s CGUs. As a basis for
using this work, management’s experts’ competence,
capability and objectivity were evaluated, their work
performed was understood, and the appropriateness
of their work as audit evidence was evaluated by
considering the relevance and reasonableness of the
methods and assumptions.

Tested how management determined the
recoverable amount of the CGUs and DD&A
expense, which included the following:

Evaluated the appropriateness of the methods
used by management in making these
estimates.

Tested the data used in determining these
estimates.

Evaluated the reasonableness of significant
assumptions used in developing the underlying
estimates:

future production costs by considering the
past performance of the Company, and
whether they were consistent with evidence
obtained in other areas of the audit.

natural gas by comparing those forecasts
with other reputable third party industry
forecasts.
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Key audit matter How our audit addressed the key audit matter 

As at December 31, 2020, management evaluated its 
D&P assets for any indicators of impairment and 
concluded that no impairment indicators exist.  

Significant assumptions developed by management used 
to determine the recoverable amount of the CGUs 
include forward price estimates of crude oil and natural 
gas, volume of reserves, future production costs, capital 
expenditures and reserve life and the discount rate.  

We determined that this is a key audit matter due to 
(i) the significant judgments made by management,
including the use of management’s experts, when
developing the expected after-tax future cash flows and
estimates of crude oil, condensate, natural gas and
natural gas liquids reserves, which include forward price
estimates of crude oil and natural gas, volume of
reserves, future production costs, capital expenditures
and discount rate; (ii) a high degree of auditor judgment,
subjectivity and effort in performing procedures relating to
the significant assumptions; and (iii) the audit effort
involved the use of professionals with specialized skill
and knowledge in the field of valuation.

professionals with specialized skill and
knowledge in the field of valuation.

Recalculated the unit-of-production rates used to
calculate DD&A expense for each CGU.

Other information 

Management is responsible for the other information. The other information comprises the Management’s 
Discussion and Analysis, which we obtained prior to the date of this auditor’s report and the information, 
other than the consolidated financial statements and our auditor’s report thereon, included in the annual 
report, which is expected to be made available to us after that date. 

Our opinion on the consolidated financial statements does not cover the other information and we do not 
and will not express an opinion or any form of assurance conclusion thereon. 

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 
information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. 
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If, based on the work we have performed on the other information that we obtained prior to the date of this 
auditor’s report, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. We have nothing to report in this regard. When we read the information, other 
than the consolidated financial statements and our auditor’s report thereon, included in the annual report, 
if we conclude that there is a material misstatement therein, we are required to communicate the matter to 
those charged with governance. 

Responsibilities of management and those charged with governance for the 
consolidated financial statements 

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with IFRS, and for such internal control as management determines is 
necessary to enable the preparation of consolidated financial statements that are free from material 
misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the 
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going 
concern and using the going concern basis of accounting unless management either intends to liquidate 
the Company or to cease operations, or has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting 
process. 

Auditor’s responsibilities for the audit of the consolidated financial statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as 
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a 
guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and 
are considered material if, individually or in the aggregate, they could reasonably be expected to influence 
the economic decisions of users taken on the basis of these consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise 
professional judgment and maintain professional skepticism throughout the audit. We also: 

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
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 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company’s internal control. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by management. 

 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If 
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report 
to the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Company to 
cease to continue as a going concern.  

 Evaluate the overall presentation, structure and content of the consolidated financial statements, 
including the disclosures, and whether the consolidated financial statements represent the underlying 
transactions and events in a manner that achieves fair presentation. 

 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the Company to express an opinion on the consolidated financial 
statements. We are responsible for the direction, supervision and performance of the group audit. We 
remain solely responsible for our audit opinion. 

We communicate with those charged with governance regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit.  

We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards. 

From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the consolidated financial statements of the current period and 
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences of 
doing so would reasonably be expected to outweigh the public interest benefits of such communication. 

The engagement partner on the audit resulting in this independent auditor’s report is Scott Don Althen. 

Chartered Professional Accountants 

Calgary, Alberta 
February 10, 2021 
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FORWARD-LOOKING INFORMATION AND STATEMENTS 

Pages 1 through 5 of this Annual Report contains certain forward-looking information and statements within the 
meaning of applicable securities laws. The use of any of the words “expect,” “anticipate,” “continue,” “estimate,” 
“objective,” “ongoing,” “may,” “will,” “project,” “should,” “believe,” “plans,” “intends,” “strategy,” and similar 
expressions are intended to identify forward-looking information or statements. In particular, but without limiting the 
foregoing, pages 1 through 5 of this Annual Report contains forward-looking information and statements pertaining 
to the following: ARC's ability to reduce its environmental impact, play a meaningful role in the transition to a lower 
carbon economy and continue to advance social and governance policies; the anticipated benefits of the transaction 
(the "Transaction") with Seven Generations Energy Ltd. ("Seven Generations"); ARC's size and significance in relation 
to its peers and its ability to compete internationally following the completion of the Transaction; ARC's investment 
plans and intention to pay a sustainable dividend; and the reserves that may be added through ARC's position in the 
Montney basin.

Such forward-looking information and statements contained in this Annual Report reflect several material factors and 
expectations and assumptions of ARC including, without limitation: the satisfaction of the conditions to closing of the 
Transaction in a timely manner and completing the Transaction on the expected terms; the realization of the benefits 
of the Transaction; the successful integration of Seven Generations with ARC; the impacts the Transaction may have on 
credit rating of ARC following completion; the ability of ARC to pay a sustainable dividend to shareholders following the 
Transaction; that ARC will continue to conduct its operations in a manner consistent with past operations; that future 
results from drilling and development activities will be consistent with past results of both ARC and Seven Generations, 
as applicable; the ability of ARC to continue to advance its knowledge of the Montney basin; the continued and timely 
development of infrastructure in areas of new production; the general continuance of current industry conditions; the 
continuance of existing (and in certain circumstances, the implementation of proposed) tax, royalty and regulatory 
regimes; the accuracy of the estimates of ARC and Seven Generations' reserve and resource volumes; certain 
commodity price and other cost assumptions; and the continued availability of adequate debt and equity financing 
and cash flow to fund ARC's plans and expenditures. ARC believes the material factors, expectations and assumptions 
reflected in such forward-looking information and statements are reasonable but no assurance can be given that these 
factors, expectations and assumptions will prove to be correct. 

Such forward-looking information and statements included in this Annual Report are not guarantees of future 
performance and should not be unduly relied upon. Such information and statements involve known and unknown 
risks, uncertainties and other factors that may cause actual results or events to differ materially from those anticipated 
in such forward-looking information or statements including, without limitation: the delay or failure to complete the 
Transaction; the delay or failure of ARC and Seven Generations to receive, in a timely manner, the necessary court, 
shareholder, stock exchange, and other third-party approvals; the inability of ARC and Seven Generations to satisfy, 
in a timely manner, the other conditions to the closing of the Transaction; interloper risk; the ability to complete the 
Transaction on the terms contemplated by the definitive agreement between ARC and Seven Generations or at all; the 
inability of ARC to realize the anticipated benefits of, and synergies from the Transaction and the timing thereof; the 
failure to achieve and sustain future cost reductions; the impacts of a changing risk profile and possible subjection 
to a credit rating review, which may result in a downgrade or negative outlook being assigned to ARC following the 
Transaction; the ability of ARC to pay dividends and the approval and declaration of such dividends by the Board 
following the Transaction; the consequences of not completing the Transaction, including the volatility of the share 
price of ARC, negative reactions from the investment community, and the required payment of certain costs related 
to the Transaction; potential undisclosed liabilities unidentified during the due diligence process; changes in ARC’s 
plans regarding water management, facilities replacement and construction, and operations based on key learnings 
and experience gained through the design and implementation of such plans; changes in commodity prices; changes 
in the demand for or supply of commodities; unanticipated operating results or production declines; unanticipated 
results from ARC’s exploration and development activities; changes in tax or environmental laws, royalty rates or other 
regulatory matters; changes in development plans of ARC or by third-party operators of ARC’s properties, increased 
debt levels or debt service requirements; inaccurate estimation of ARC’s oil and gas reserve and resource volumes; 
limited, unfavorable or a lack of access to capital markets; increased costs; a lack of adequate insurance coverage; 
the impact of competitors; and certain other risks detailed from time to time in ARC’s public disclosure documents 
(including, without limitation, those risks identified in ARC’s Annual Information Form and in this Annual Report). 

The internal projections, expectations or beliefs underlying the outlook for the future are subject to change in light 
of ongoing results, prevailing economic circumstances, commodity prices and industry conditions and regulations. 
Accordingly, readers are cautioned that events or circumstances could cause results to differ materially from those 
predicted. The forward-looking information and statements contained in this Annual Report speak only as of the date of 
this Annual Report, and none of ARC or its subsidiary assumes any obligation to publicly update or revise them to reflect 
new events or circumstances, except as may be required pursuant to applicable laws. 

NON-GAAP MEASURES

Pages 1 through 5 of this Annual Report reference free funds flow which is a non-GAAP measure that ARC uses to 
analyze operational and financial performance. This non-GAAP measure does not have any standardized meaning 
prescribed under IFRS and therefore may not be comparable to similar measures presented by other entities. Readers 
should refer to our MD&A included in this Annual Report for further details on this non-GAAP measure.

All amounts in this Annual Report are stated in Canadian dollars unless otherwise specified.
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bbl barrels

bbl/d barrels per day

Mbbl thousand barrels

MMbbl million barrels

boe (1) barrels of oil equivalent

boe/d (1) barrels of oil equivalent per day

Mboe (1) thousand barrels of oil equivalent

MMboe (1) million barrels of oil equivalent

Mcf thousand cubic feet

Mcf/d thousand cubic feet per day

MMcf million cubic feet

MMcf/d million cubic feet per day

Bcf billion cubic feet

Tcf trillion cubic feet

MMBtu million British Thermal Units

GJ gigajoule

(1)  ARC has adopted the standard of 6 Mcf:1 bbl when converting natural gas to boe. Boe may be misleading, particularly if used in isolation. A boe 
conversion ratio of 6 Mcf:1 bbl is based on an energy equivalency conversion method primarily applicable at the burner tip and does not represent 
a value equivalency at the wellhead. Given that the value ratio based on the current price of crude oil as compared to natural gas is significantly 
different than the energy equivalency of the 6:1 conversion ratio, utilizing the 6:1 conversion ratio may be misleading as an indication of value. 

GLOSSARY

The following is a list of abbreviations that may be used in this Annual Report:
Measurement

ARO asset retirement obligation

CGU cash-generating unit

COGE  
HANDBOOK

The Canadian Oil and Gas Evaluation Handbook prepared 
jointly by the Society of Petroleum Evaluation Engineers 
(Calgary chapter) and the Canadian Institute of Mining,  
Metallurgy & Petroleum

DD&A depletion, depreciation and amortization

DRIP Dividend Reinvestment Plan

DSU Deferred Share Unit

E&E exploration and evaluation

F&D finding and development

GAAP generally accepted accounting principles

G&A general and administrative

IAS International Accounting Standard

IASB International Accounting Standards Board

IFRS International Financial Reporting Standards

LTRSA Long-term Restricted Share Award

MSW Mixed Sweet Blend

NGLs natural gas liquids

NYMEX New York Mercantile Exchange

PP&E property, plant and equipment

PSU Performance Share Unit

ROU right-of-use

RSU Restricted Share Unit

SDP Stock Dividend Program

TSX Toronto Stock Exchange

WTI West Texas Intermediate

2P Proved plus Probable

Financial and Business Environment

DEFINITIONS OF OIL AND GAS RESOURCES AND RESERVES

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be recoverable 
from known accumulations, as of a given date, based on the analysis of drilling, geological, geophysical and engineering 
data; the use of established technology; and specified economic conditions, which are generally accepted as being 
reasonable. Reserves are classified according to the degree of certainty associated with the estimates as follows: 

  Proved Reserves are those reserves that can be estimated with a high degree of certainty to be recoverable. It is 
likely that the actual remaining quantities recovered will exceed the estimated proved reserves. 

  Probable Reserves are those additional reserves that are less certain to be recovered than proved reserves. It is 
equally likely that the actual remaining quantities recovered will be greater or less than the sum of the estimated 
proved plus probable reserves.
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