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the largest pure-play investment opportunity in the Alberta Oil Sands, a vast resource that rivals the oil reserves of Saudi Arabia. In addition to the potential for

s 5\

b

nwv:m_ appreciation, the Trust has historically paid quarterly &mﬂz\mczo«:m to its unitholders. The Trust is managed by Canadian Oil Sands Investments Inc. and
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PRESIDENT'S WIHSSAGE

DEAR UNITHOLDER,

Canadian Oil Sands Trust enters 2002 as a very different and
unique entity in a significantly stronger position to deliver
enhanced returns to unitholders over the long term. The
merger of Canadian Oil Sands Trust and Athabasca Oil
Sands Trust in July 2001 created the largest energy trust in
Canada and the second largest owner of Syncrude with a
21.74% interest. With its long-life reserves and dramatic,
identifiable growth profile, Syncrude continues to be one of

the world’s best energy investments.

As the new President and Chief Executive Officer of
Canadian Oil Sands Trust, | am proud of the Trust’s history
and honoured to have the opportunity to steward the Trust
as it participates in Syncrude’s remarkable expansion plans.
The coming years may present challenges, but | am confident
that the Trust’s new structure and its core asset will deliver

growing value for the long term.

Shortly after | was appointed President of Canadian Oil
Sands on September 1, 2001, | was elected Chairman of the
Syncrude Management Committee by the joint venture
owners. | am looking forward to working with our partners
on this megaproject, the investment merits of which may be

well-known, but are worth repeating:

* proven, developed reserves that represent more than a
35-year lifespan utilizing today's infrastructure, with the

potential to extend reserve life beyond the year 2050;

* productive capacity that is forecast to more than double
from today’s level of approximately 250,000 barrels per day
to over 500,000 barrels per day by 2015, based on current

long-term plans; and

¢ production of a high-quality, synthetic light oil that

receives a premium price in the market.

The oil sands of Alberta, which rival the oil reserves of Saudi
Arabia, are one of North America’s most secure sources of
oil. Syncrude is the single largest participant in the industry,

and today produces about 13% of Canada’s energy needs.

The opportunity for investors to participate in this exciting
area is limited as Canadian Qil Sands Trust is the only public
investment vehicle that provides non-diversified ownership
of Syncrude. Now that this ownership has doubled following

the merger, investors should reap further benefits, including:

s greater financial flexibility;

o lower administrative costs;

* lower cost of capital;

= higher distribution yields; and

s greater market liquidity.

These benefits strengthen the Trust and enhance its ability to
deliver continued value to unitholders. The Trust has a
history of providing strong returns and during 2001,
Canadian Qil Sands Trust delivered a total return of 42% to

its unitholders.

Building for Future Growth

During 2001, Syncrude successfully implemented several
improvements that are anticipated to lead to increased pro-
duction and lower operating costs. The initial impact of
these improvements was realized in December 2001 when
Syncrude set a production record for the month, as well as
several daily and weekly production records. Total shipments
of Syncrude Sweet Blend in 2001 reached an all-time high

of 81.4 million barrels.

In early 2001, after several years of planning, the joint
owners of Syncrude approved the Stage 3 expansion, which
is expected to increase productive capacity to 135 million

barrels per year by 2005. Two additional expansion phases to
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Douglas B. Olson
Vice President and
Chief Financial Officer

Trudy M. Curran
Corporate Secretary and
Legal Counsel
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REBOUIENULYY ASIKED CQUIESTIONS

Aswin Patel
Manager, Operations

Siren F. Nieuwesteeq
Manager, Investor Relations

What makes Canadian OQil Sands Trust a unique
investment opportunity?

Canadian Oil Sands Trust is the largest energy trust in
Canada and the only public investment vehicle that provides
non-diversified ownership in Syncrude, the largest oil sands
project in the world. Syncrude is closing in on a quarter-
century of experience in recovering bitumen from the vast
deposits of the Athabasca Qil Sands and producing a high-
quality synthetic crude oil product valued by refiners. There
is no exploration risk, and proven reserves represent more
than a 35-year lifespan using current technologies and infra-
structure. In 1996, Syncrude embarked on a bold, staged
expansion plan called Syncrude 21, which is anticipated to
more than double production of a higher-quality oil at lower

operating costs.

In addition to the strong potential for capital appreciation,

the trust structure offers investors a tax-efficient yield.

How has the leadership of the Trust changed since the
merger of Athabasca Oil Sands Trust and Canadian Oil
Sands Trust?

Management secondees from Guif Canada and
PanCanadian previously provided leadership to the
Athabasca and Canadian Qil Sands trusts, respectively. The
trusts each paid these companies a fee, according to a
service agreement. The merged trusts are now under the
direction of a newly appointed independent, full-time
President and Chief Executive Officer, Marcel Coutu, who
reports to a nine-member Board of Directors. Mr. Coutu is
also Chairman of Syncrude’'s Management Committee, the
strategic decision-making body that comprises one senior
representative from each joint venture owner. The Trust also
benefits from the full-time services of Doug Olson as Vice
President and Chief Financial Officer and several other senior
PanCanadian employees who dedicate the majority of their

time to the Trust under a new, lower-cost service agreement.

What are the benefits of the merger?

The merger doubled the Trust's market capitalization to
more than $2 billion, making it the largest energy trust
in Canada. The larger size has resulted in greater market
liquidity. Average daily trading volume after the merger
jumped to approximately 140,000 units compared to about
36,000 prior to the merger. The larger market capitalization
also should improve financial flexibility. The combined Trust
is financially stronger than the individual trusts were prior to
the merger, and now expects to fund a larger portion of its
capital program with the prudent use of debt, reducing
its overall cost of capital. Finally, the merger is expected
to reduce administrative and marketing costs by about

$5 million per year.

What is PanCanadian’s relationship to the Trust?

Based on a new and lower-cost service agreement,
PanCanadian provides administrative and marketing services
to ‘the Trust under Mr. Coutu's direction. These services
include all normal support staff requirements, such as
accounting, legal, investor relations, treasury, 1ax, insurance
and marketing, and office space. Overall, the arrangement
affords the Trust the breadth and depth of services that a

large, well-established corporation can provide.

What is your distribution policy?

Distributions are not formulated by written policy at Canadian
Qil Sands, but are the purview of the Board of Directors with
advice from senior management. A recent distribution
guideline established since the merger is “stability”, whereby
distributions will be raised or lowered to sustainable levels as
circumstances allow to avoid fluctuations from quarter to
quarter; however, the board will assess each distribution in
light of the relevant circumstances, and distributions may be
altered accordingly. The major criteria considered in the
context of distributions are changes in crude oil prices,
maintaining an investment grade credit rating and ensuring

financing capacity for Syncrude’s expansion projects.




‘9s5ed Jayie ul Aidde pjnom aiel Ayehdos
WNWIWW 9, | 3yt SB z007 Ul 1oedwi ou arey |m Ayjedol
SuRUBb 3yl 01 jeuoisuedy syl wosy bunow ‘buipuads jended
1oybiy pue ssoud {10 padalod 19mo| 01 anQ "9 | WNWILIL
dU} SI Z0OTZ 404 1seD2104 31 ARAO) SAINDIYD BYL SISOD
jende> pue Buielsdo pamoje jo uondnpap Jaye syjoid
19U JO 9%GZ JO ‘INUINJI SS0ID JO 9, | 4O 193ealb a1 S| sawibal
siyl J4apun AyeAos ensqly ayL zooz ‘L Alenuer apniuAs

10} B9 awedaq AyeAoY Spues (IO DUsUAD SeuRq|Y

0007 U %88l

PUB %6/ Sem | 007 10} 9181 A1|BACI 9AI1DD4S B4} ‘DNU3ARI JO
abejuadiad e sy “anusnal sS016 Y} JO 9, ¢ Jo s)qehed Aehos
wnwiuiw e o} 103[gns ‘saunypuadxa [exded Jo 9% £ JO NPaD
R $Sa} 's1404d 19U ISP JO %05 O %47 Wo4y sobues aied
Ayjehols pepusiq ay) ‘wswaalibe Aledos jeuonisuel) usund
ay1 u| AyeAor jepuircid e 01 133lgns st uoipnpoud s,apnIdUAS
éIsnil ayy paye

sunbas Ayjedos umold ayy ul sabueyd Juaras op MmoH

"SIe||Op UBIPRURD) Ul PaLINDUI Al S1S0D bune
-19do |jiym Siejjop "S M Ul Paseq S| anuaaal se suibiew bune
-1ado 1p3101d 01 9661 Ul pade|d a19m sabpay asayl “/00Z o
pus ay1 jnun BuipuelsINo ulewal ‘sisod bunelado sisni ayr

JO Jjey noge bunuasaidai ‘99 0$SN/UPD J0O sabpay Aousund

‘psemuoy Buiob aunsodxa adud seb
SH Jo aiow abpay Aew 1snJL 3yl "£007 Y2IBN 01 Z00Z |Udy
w0y 139} 21N> puesnoyy Jad £9°¢¢ jo adud OD3y abesene
ue je ‘apniuAs Ag uondwnsuod seb Ajep jo aseys sisni
3y} JO %09 INOge 10 ‘seb |einieu jo Aep ad 1934 JIGND UoI|jiwW
61 pabpay isni) ayy 'sisod seb |eanjeu syl Jo swos xiy 03 sadud

seb [einjeu Joxeam Jo abelueApe Y003 1SN 3} ‘Z00Z Ul Ape]

Y007 10} 1M [214BQ 1ad 00'zzssn e >mﬁ 19d S|a1ieq 000’8 e

‘pue '£00¢
10} LM [p1eq Jad oL gz$sn e Aep uad spuieq 00091 e

17007 104 (LM 1Paeq 1ad G652 $SN Je Aep 1ad Sjueq 00091 o

:aoe|d Ul ase sabpay |10 apnud Buimoljo} 3yl

‘1o aprua jo aud sy} ul spisdn syl o}
aInsodxa awos bulueluiew apym ‘sweiboud jeuded sy puny 0}
papasu Mol Yysed ayi 19104d 01 sabpay 1snii sy "buibpay
ybnoiyy sadud seb |einjeu pue 10 apnid Jo AlIejOA Syl 0}

ainsodxa bupnpas Ag su sabeuew osje spues IO uelpeued

‘uoisuedxa ¢ sbeis syi uo asueinsul Aejap uons|dwod
pue 9dueInsul UoNdNLIBIUl SSUISNg SapnPul sty “abewep
jeai1sAyd 1sutebe s1asse s, apnuduAs Jo aieys s1sni) ay) spelold
1ey) wiesboud adueINsul SAISUBYRIAWOD B ybBNoaY) SISl 3y

“S|9A3] JUBIRLP [BIANSS 1B Sl sabeuew SpUes IO uelpeued

£fs1 abeuew )snij spues IO ueipeue) saop MOH

‘sjuawaInbal bupueuly

19540 djpy pue saoud 1o 1amo} Jo pedudl Yyt arebiius
[IM UBId TUSWISBAUIDY UOIINGUISIQ Winiwald Mau ayl ul
uonedniped JaPjoYHUN "Y10g JO UOIBUIGUIOD B IO UOIINPal
uonnquIsIp Jayung e ‘Alnba mau Jo adUenss ay) J9PISUOD 0}
pasu [|IM 15n1] 3y} ‘pabuetpun uiewas s1ajaweled JaLyo |
3IYM ‘PloysaIyl SIYL MO[S] UIBWIRI |1AA JO 9215d aY1 pinoys
‘Aunba mau buisies Inoyum Ajenb 1paud sy uleIsSNS 01 JapIo
Ut nun Jad Q5 0$ 4O [9A3] uonnguisip Auslenb e uieluew
01 £007 01 Z007 wouy |sueq sad zz$ Aj@rewixoidde jo adud
1AM 9beioae ue auinbas pinom 1snJ) 3yl ‘uoisuedxs g abeig
S,9pNIDUAS O suolldwinsse 1UaND S1snJl Byl uo paseq
iS|2A8] uonnquasip pue suejd

Bupueuly sisnil ayy Paye sadud 10 MO| PINOd MOH

"SDSeA| S} L0 SAUILL JUBIAHIP [BI9AIS S9}RId0 BPNIJUAS
se palebmiw S| S SIYl ‘SpPrUdUAS Ul 1SAUBIUL %/ LT

si Ajpweu ‘Jasse ajbuls e sey spues [iQ uripeur? ybnoyly

{514 B 10U B4 S1S0D UoI1eloldxa 40 Bulpul) 'SaAI9sa Wil
-buo| pauiep-flam yum ‘Ajsleunpo4 sweiboid uoisuedxe
4O 150D 9y} pue s150> bunessdo ‘s|pa3) uoidnpold apnpul
Ya1ym ‘sysis asayr Buibeuew uo sasndoy apnuduAs ‘ajqissod
DIBYM pue ‘|0JIU0D S,3PIUDUAS Uiylm Ajpbie| ale sysit 1aYl0
“1SNJL 9Y} JO [011UOD 8} PUOAI] SI01DB) JSUYI0 PUB SUOIIPUOD
JIWOUOS ‘pueLIBp 1a3iew 0} asuodsal ur ajen1dnyy saoud seb
[Ein1eu pue JIo apntD) “ssadoid uononpoid syl ul PaLINSUD
si seb [einyeu asnedaq 1sni| 8y 129e os|e saoud seb jeinjeu
ul sabueyd) “(ILAA) DIIPOWLISI| SEX) 1SIAA ‘IO 9pnud 10}
aoud spewyouaq ayy o1 wnmwaid 1ybys e 1e pasud Ajjensn
SI pUI|g 199MS IPNIDUAS ISl Sy} 4O dueunopsd ayy
Bunoayye soiey Juerodwi 1sow 3|6UIS syl sI 1o Jo aoud ay|

ispues 10 ueipeue) ul Bunsaaul Jo SHsU BY} dJ1e JBYAR




SYNCRUDE
Avrora North

Auvrora
South

SYNCRUDE SYNCRUDE

Syncrude is the largest leaseholder of Alberta’s
oil sands deposits with eight leases covering
102,160 hectares.

ure play

HE SYNCRUIDE ASSEY

One of Syncrude’s secure process control rooms.
Every function from mining through upgrading is
10 controlled by skilled process operators.

ASSET OVERVIEW

Canadian Oil Sands Trust, with a 21.74% interest, is the
second largest owner of Syncrude, a joint venture partner-
ship also owned by AEC Oil Sands, LP, AEC Oil Sands
Limited Partnership, Conoco Oil Sands Partnership, Imperial
Oil Ltd., Mocal Energy Ltd., Murphy Oil Company Ltd., Nexen

Inc. and Petro-Canada.

Syncrude Canada Ltd. operates the project, producing crude

oil from the largest oil sands operation in the world located

SYNCRUDE PROJECT OWNERSHIP

Imperial ._

Mocal
Murphy
Nexen
Conoco
Petro-Canada
AEC

Canadian Oil
Sands Trust

near Fort McMurray, Alberta. The oil sands deposits in Alberta
are estimated to contain 300 billion barrels of recoverable
bitumen, more than the reserves of Saudi Arabia. Syncrude
has recoverable bitumen resources equivalent to more than
eight billion barrels of Syncrude Sweet Blend (“SSB”), while
Canadian Oil Sands has booked 694 million barrels of proven
developed reserves and 1.1 billion barrels of undeveloped
resources to date. These reserves are enough to produce at

current rates for more than 50 years.

Syncrude has been developing and applying its knowledge
and technologies to recover oil from the vast Athabasca
bitumen deposit since the 1960s. Qil sand comprises sand,
bitumen, mineral-rich clays and water. Syncrude surface
mines the oil sand, extracts the raw oil or bitumen, and
upgrades it to a high-quality, light, sweet, synthetic crude oil
known as SSB. The project’s immense and complex operations
include oil sand mines, bitumen extraction facilities, a utilities
plant, and upgrading and refining facilities. The quality of the
product is valued by North American refiners and commands

a premium price in the market.

Producing oil from oil sand is completely different from
conventional oil development. While the cost to mine,
extract and upgrade oil sand to produce SSB is higher than
the cost of conventional production, Syncrude’s cost of
finding the crude feedstock is nominal because the reserves
are well-established. Conventional oil producers face
declining production and the challenge, cost and risk of
finding new sources of production, while overall reserves of
conventional oil continue to diminish in North America.
Conversely, Syncrude’s production has no decline and is
forecast to grow significantly. In addition, as production
increases, unit operating costs should decline because many
of the operating costs at Syncrude are :xmm& however, these
costs are significantly affected by the price of natural gas as
0.6 thousand cubic feet of natural gas is required to

produce one barrel of SSB.
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AN EXPERIENCED OPERATOR

Syncrude has established an enviable track record of operating

this world-class asset for nearly 24 vyears, introducing

pioneering technologies that have improved energy e ney,
reduced atmospheric emissions and increased the amount
of oil recovered and produced. Technologies pioneered by
Syncrude include low-energy extraction, which reduces the
process temperatures required to extract bitumen from the
oil sand, resulting in substantial energy savings and emission
reductions. Syncrude can extract a barrel of bitumen using
40% less energy with today’s technology than with technology

of the early 1990s.

Ancther innovation is hydrotransport, where oil sand and
water are combined into a slurry and transported via pipeline
to the extraction plant. This eliminates the use of conveyor
belts and rotary tumblers, which restrict the amount of oil sand
processed by each train and contribute to higher maintenance
and operating costs. Most significantly, hydrotransport makes
it possible to operate oil sand mines far from the extraction
facilities, such as the Aurora Mine. By 2007, all mined material
will be moved by hydrotransport as the remaining dragline and

bucketwheel operations are phased out.

Stage 3 development incorporates a new highly refined,
lower-sulphur crude oil (SSB1) to be introduced in 2004,
which will reduce downstream emissions of sulphur and

greenhouse gases.

Innovations such as these will dramatically increase production
while enhancing environmental performance, resulting in
significant declines in sulphur dioxide (SO;) and carbon
dioxide (CO7) emissions. In fact, despite a two-fold increase
in oil production, by 2008, SOz emissions will decline by
50% in total and by 80% on a per unit basis from 1990
levels. CO; emissions will decline by 35% per unit over the

same period.

REVIEW OF 2001 OPERATIONS

Syncrude shipped a record 81.4 million barrels in 2001. While
production was up 10% over 2000, volumes were lower than
expected. Syncrude effectively managed operational issues
faced earlier in the year by implementing improvements that
enabled the project to exit the year with strong results. The
LC-Finer, a bitumen upgrading unit, was back in operation in
late November after being shut down for repairs since June
2001, restoring the bitumen processing capacity to design
level by late December. In 2001, Syncrude experienced its first
full year of production operations since the completion of the
Aurora Mine, which was commissioned in mid-2000. The
12% ore grade at the Aurora Mine is approximately 20%
higher than Syncrude’s other mine pits, making it Syncrude’s
richest deposit. Although this high-grade ore has presented
some processing challenges, Syncrude technology is evolving to
address these challenges and this new ore body will play a

strong role in the future of the project.

After several modifications to the new Aurora Mine, oil sand
processing rose to 6,700 tonnes per hour, approximately
85% of design capacity. Minor repairs to debottleneck the
upgrader are almost complete, with most of the remaining
modifications to be implemented during a shutdown in the
second quarter of 2002. These improvements should result in
plant performance approaching design specifications. The
impact of such improvements was evident in December 2001
when Syncrude set daily, weekly, and monthly bitumen
upgrading records, as the Mildred Lake facility throughput
averaged 252,000 barrels per day of finished product for the
month. These performance benchmarks position the project

for strong performance potential in 2002.

Syncrude’s operational challenges in 2001 were resolved
through the tremendous effort of its employees. Safety by
employees and contractors also was exceptional. Syncrude
reported its best ever safety record in 2001 and is very proud
to have the best safety record in the mining and petroleum

industries in Alberta.

Including Syncrude 21 development costs, Canadian Oil

Sands’ cost of production in 2001 was $19.53 per barrel, up

CANADIAN OIL SANDS TRUST
OPERATING NETBACKS ($ per barrel)

17.00

12.75 T

8.50

4.25

0.00

1998 1999 2001

from $17.54 per barrel in 2000. The extensive maintenance
and plant turnaround work completed during the year, high
purchased energy costs, primarily for natural gas, and
lower-than-expected production contributed to the unit

cost increase.

During 2001, Syncrude invested new capital of $828
million. These funds were directed largely toward the engi-
neering, design and procurement for the Stage 3 expansion

projects and maintenance work on the base plant operation.
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A STAGED APPROACH TO GROWTH

The future starts with Syncrude 21, an expansion plan evolving
over 15 years that will reduce operating costs while increasing pro-
duction to over 500,000 barrels per day of an enhanced quality,

lower-sulphur Syncrude Sweet Blend that will be known as SSB2.

Syncrude 21 also is expected to improve environmental, health and
safety performance, introduce new and innovative technologies,
and provide a total of 100,000 person years of direct and

indirect employment.

staged growt

YNCRUDE EVOLVES

14

STAGE 1: NCRTH MINE AND DEBOTTLENECK ©
(1396 - 1999)

e Completed on time and on budget for $470 million.

e [ncreased production from 73.5 million barrels per year in 1996 to 81.4
million barrels in 1999.

¢ Included the expansion of the North Mine and debottlenecking of the
upgrader.

e The North Mine introduced large-scale truck and shovel mining to
Syncrude. It also brought the first full-scale hydrotransport operation, a
technology developed at Syncrude that transports oil sand as a slurry
by pipeline from the mine to the extraction facility. The technology
allows bitumen to be produced from mines that are located on a remote
site from an upgrader.

STAGE 2: AURORA 1 AND DEBOTTLENECK 2
(1998 - 2001)

¢ Completed on time and on budget for $1
e Boosted productive design capacity to 94 million barrels per year.

e Included the start-up of the Aurora Mine in July 2000. Located 35
ometres northeast of Syncrude's base plant, Aurora is unique in that
oil sand mining and extraction are separate from the upgrading facilities.

e The debottlenecking of the upgrader included building one of the
world's largest vacuum distillation units, which increases bitumen
processing capacity and further improves environmental performance.
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The following discussion and analysis highlights key business results and statistics from the consolidated financial statements
and accompanying notes in this annual report. This information may contain forward-looking statements involving risks and
uncertainties. Actual results may vary significantly from those anticipated due to many factors, including changes in business
strategy, crude oil prices, the U.5.-Canadian currency exchange rate, industry conditions, the amount and timing of capital

expenditures, the availability and prices of goods and services, government regulations and operating risks.

Effective July 5, 2001, Athabasca Oil Sands Trust and Canadian Oil Sands Trust merged. Each of the trusts held a royalty over
the working interest percentage in the Syncrude Joint Venture owned in its subsidiary company. As part of the transaction,
every unitholder in Canadian Oil Sands Trust received units in Athabasca Oil Sands Trust on a one-for-one basis. The resultant

rerged entity, Athabasca Oil Sands Trust, was then renamed Canadian Oil Sands Trust (the “Trust"). The business combination

has been treated as a pooling of interests, whereby the financial information of the two entities is combined using historical
information after making adjustments to accounting poticies for consistency. Accordingly, the following discussion is presented

on the basis that the entities have been combined since inception.

CONSOLIDATED OVERVIEW

NN\
) TOWE

WA
- [ N

= P Per Per Per
() AL (% millions, except per Trust unit amounts) 2001 Trust Unit 2000 Trust Unit 1999 Trust Unit
P e D Revenue $673.0 $11.85 $671.5 $11.83 $472.5 $ 843
Net income 169.4 2.98 176.4 3.1 145.3 2.59
Cash flow from operations 232.7 4.10 2331 4.11 213.4 3.81
Capital expenditures 179.5 3.16 110.4 1.95 163.2 2.9
Distributable income 156.1 2.75 132.6 2.34 71.8 1.28

Sales volume (bbls/d) 48,508 44,145 48,456

BUSINESS ENVIRONMENT

Oil prices in 2001 averaged US$26.00 per barrel of West Texas Intermediate (WTI), compared with US$30.26 in 2000 and
Us$19.30 in 1999.

During 2001, the WT! oil price fluctuated from a high of US$32.19 per barre! in mid-January to a low of U5$17.45 per barrel
in November, and closed the year at US$19.84. The price of crude oil declined during the year in response to a weakening
North American economy, which led to a reduced demand for energy. Oil prices in 2000 were dramatically higher than in
1999, resulting from low crude oil inventories in North America, concerns about global supply and high demand for energy

resulting from strong economic conditions, especially in North America.

16 CANADIAN OIL SANDS TRUST
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Realized oil price, before hedging (§ per bbi) 2001 2000 1999

Quarter 1 $ 43.33 $ 4168 $ 19.50
Quarter 2 $ 43.07 $ 41.69 $ 25.37
Quarter 3 $ 40.74 $ 46.30 $ 31.30
Quarter 4 $ 31.37 $ 48.38 $ 3599
Annual $ 39.49 $ 44.53 $ 27.82

Revenue from the sale of SSB, net of oil price and currency exchange hedging, decreased 9% to $37.58 per barrel in 2001

compared to $41.32 per barrel in 2000 and $26.50 in 1999.

Realized oil price, net of hedging (% per bbi) 2001 2000 1999
Sale of Syncrude Sweet Blend $ 39.49 $ 44.53 $ 2782
QOil price hedging (0.36) (2.31) (0.21)
Currency exchange hedging (1.55) (0.90) (1

$ 37.58 $ 41.32 $ 26.50

Interest and other revenue increased to $9.9 million in 2001 from $6.0 million in 2000 and $4.0 million in 1999, due to

short-term investing of the proceeds from the debt issue in August 2001.

Operating Costs

Operating costs for 2001, including the Syncrude Joint Venture's administrative costs, totalled $344.9 million ($19.53 per barrel)
compared to $283.4 million ($17.54 per barrel) in 2000 and $222.1 million ($12.56 per barrel) in 1999. The increase in costs
on a per barrel basis from 2000 to 2001 is primarily attributable to higher mining and bitumen production costs, Aurora

reliability, and below budget production. Bitumen processing costs increased due to higher energy consumption costs in 2001.

Energy consumption costs were $62.7 million in 2001 compared with $45.2 million in 2000 and $28.6 million in 1999.

Revenue from power sales amounting to $3.2 million in 2001, $10.1 million in 2000 and $1.0 million in 1999 offset this cost.

In 2001, Syncrude consumed more than 45 billion cubic feet of natural gas, representing approximately 20% of total oper-
ating costs, as a feedstock for hydrogen and fuel for the generation of heat, steam and power. The cost of natural gas for
Syncrude fluctuates with market prices for Alberta deliveries of natural gas. In 2001, natural gas accounted for $3.69 per
barrel, an 8% increase over $3.40 per barrel in 2000. Syncrude’s cost of natural gas for 2000 reflected a 117% increase over

the 1999 average price of $1.57 per barrel.

Crown Royalties
Crown royalty charges totalled $52.5 million ($2.97 per barrel) for 2001 compared with $124.8 million ($7.73 per barrel) for 2000

and $9.5 million ($0.54 per barrel) in 1999. Increased operating expenses and Crown royalty credits based on capital spending

18  CANADIAN OIL SANDS TRUST
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7.625% Senior Notes, net of the interest rate hedging, costs of standby charges on unused credit facilities and short-term

borrowings, and amortization of debt issuance costs.

Depletion, Depreciation and Amortization

The provision for depletion, depreciation and amortization of $62.6 million for the year ended December 31, 2001 increased
11% over 2000. This non-cash charge reflects the 9% increase in production, combined with a revised depletion rate, based
on an updated reserve base and future development costs. Detail is provided in the reserve report that was included in the

Joint Management Information Circular dated May 11, 2001 pertaining to the merger.

In 2000, $56.3 million of depletion, depreciation and amortization was expensed compared to $67.0 million in 1999. This

16% decrease relates to a 9% decline in production combined with an 8% lower depletion rate.

Canadian Income Taxes

Canadian Oil Sands is liable for both the Large Corporations Tax and Canadian corporate income taxes. For the year ended
December 31, 2001, the Trust incurred $1.9 million in Large Corporations Tax on its taxable capital employed compared to
$1.6 million in 2000 and $1.3 million in 1999. There were no corporate income taxes payable in 2001 or 2000 as taxable
income was sheltered by payments made pursuant to the Trust Royalty and by utilizing resource allowance and capital cost

allowance deductions. In 1999, $1.3 million in corporate incomes taxes was payable.

At the time the trusts were merged, tax pools of approximately $555 million were created through the purchase of a 99% royalty
on the 21.74% interest in Syncrude. To the extent that these pools are available, they can be used to shelter distributions to
unitholders from income tax by allowing distributions to be treated as a return of capital instead of income. In 2001, 100% of
ordinary distributions paid prior to the merger were a return of capital. After the merger, 55% of ordinary distributions from the
Trust were a return of capital and 45% were income. The special distribution of $14.9 million, or $0.50 per unit, paid on July 13,

2001 to Athabasca unitholders was a return of capital. The 1999 and 2000 distributions were a return of capital.

The treatment of distributions as a return of capital results in a decrease in unitholders’ tax cost base by the amount of the
distribution. At December 31, 2001, the Trust had tax pools of $150 million, or $2.65 per unit. As the tax pools available to

the Trust decrease, an increasing portion of future distributions will become taxable.

Merger Costs

In 2001, the Trust incurred costs related to the merger of the trusts totalling $39.9 million. These costs included financial
advisory fees of $11.8 million, transaction and termination fees for administrative services and marketing agreements of $21.8
million, legal and brokerage fees of $4.8 million and compensation of $1.5 million. The merger costs have been accounted for

as a reduction of unitholders’ capital.
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CANADIAN OIL SANDS TRUST

LIQUIDITY AND CAPITAL RESOURCES

Long-term debt outstanding at December 31, 2001 was $626.3 million, compared with $215.9 million at the end of 2000
and $209.0 million in 1999. The increase in debt resulted mainly from the issuance of the US$250 million Senior Notes in

August 2001. Note 7 to the consolidated financial statements provides details of the debt outstanding at year-end.

Canadian Oil Sands has term credit facilities of $490 million, which increased from $360 million in 2000 in anticipation of the

Trust’s capital spending commitments related to Stage 3 of the Syncrude expansion. These credit facilities were undrawn as

of December 31, 2001.

In 2001, the Syncrude Joint Venture owners approved the Stage 3 expansion plans, which will require funding of about $770
million by Canadian Qil Sands from 2002 to 2004. Funding is expected to come from a combination of existing cash, credit

facilities, operating cash flow and equity.

At December 31, 2001 the Trust's net debt, after adjusting for working capital, was $347 million, which represented 1.5 years
of operating cash flow based on 2001 operating results. Net debt at December 31, 2000 and 1999, after adjusting for
working capital, was $158 million and $134 million, respectively. Net debt to total capitalization was 30.1% at December 31,

2001 compared with 15.8% in 2000 and 14.2% in 1999.
RISK MANAGEMENT

The Trust is subject to the operational risks inherent in the oil sands business. As a partner in the Syncrude Joint Venture, the
Trust actively participates in operational risk management programs implemented by the joint venture. Its exposure to operational
risks is also managed by maintaining appropriate insurance. To mitigate exposure to financial risks such as fluctuations in
commodity prices, currency exchange rates and interest rates, Canadian Qil Sands has a financial risk-management program,

as detailed below.

Crude Oil Price Risk

Canadian Oil Sands is exposed to changes in crude oil prices because all of its crude oil is sold for floating prices calculated
with reference to the NYMEX WTI futures contracts. The Trust has chosen to reduce its exposure to fluctuating oil prices during
the Stage 3 capital expansion program by entering into oil price contracts. These contracts are based on NYMEX WTI futures
contracts. The price received for SSB fluctuates within a narrow differential to WTI prices. Details of the oil price exchange

contracts are fully described in Note 11 of the consolidated finandial statements.

During 2001, revenue was reduced by $6.4 million as a result of oil price hedging, compared to a reduction of $37.3 million

for the year 2000 and $3.8 million for 1989. Management plans to continue using oil price hedging from time to time to
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CANADIAN OIL SANDS TRUST

Natural Gas Price Risk

Canadian Oil Sands Trust is impacted by changes in natural gas prices as Syncrude consumes natural gas for bitumen processing.
Approximately 0.6 thousand cubic feet of natural gas is consumed for each barrel of SSB produced. Syncrude’s natural gas
purchases are based on AECO floating prices. The Trust seeks to reduce the negative impact of increasing gas prices by entering
into natural gas forward purchase contracts. As at December 31, 2001, no hedges were in place; however, early in 2002 the
Trust fixed a portion of its natural gas exposure to take advantage of weaker natural gas prices. In January 2002, the Trust
contracted a forward purchase of 19 million cubic feet per day of natural gas for the period April 2002 until March 2003
at $3.63 per thousand cubic feet. The forward purchase represents approximately 60% of the Trust's share of daily gas

consumption by Syncrude.

Insurance Coverage

Canadian Qil Sands currently maintains $152 million of physical loss insurance with a $5.5 million deductible that will mitigate
property damages experienced by the Syncrude Joint Venture up to $700 million. Canadian Oil Sands also currently maintains
$773 million of business interruption insurance, subject to a 30-day deductible period, to restore cash flow lost due to an acci-
dental disruption in Syncrude operations. As part of the Stage 3 expansion, the Trust currently maintains $130 million of

‘course of construction’ insurance coverage and $167 million of "delay in start-up’ insurance coverage.

Mining Reclamation

Canadian Oil Sands Trust contributed $3.1 million, including eared interest, in 2001, and $1.8 million in each of 2000 and
1999 to its reclamation trust. The increase in the contribution is attributable to higher production and a higher contribution rate
per barrel of production. It is anticipated that these contributions, along with accumulating interest, will be sufficient to pay the
Trust’s share of the Syncrude Joint Venture’s anticipated environmental and reclamation costs. Note 15 to the consolidated

financial statements contains the details of the funding requirements of the reclamation trust.

Due to weak sulphur demand and resulting prices below shipping costs, Syncrude, like many other sulphur producers,
stockpiles sulphur on site. Syncrude is researching long-term alternatives to dispose of, or store the sulphur in a manner

that is environmentally acceptable.
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The following table provides an estimate of the sensitivity of the Trust’s cash flow in 2002:

Per
Change in Cash Flow Sensitivity $ Millions Trust Unit
Crude oil (WT)) US$1.00/bbl $ 21.0 $ 0.37
Operating costs Cdn$1.00/bbl $ 186 $ 033
Foreign exchange Us$0.01/Cdn$ $ 72 $ 013
Syncrude’s production 1 million bbl $ 66 $ 0.12
Natural gas (AECO) Cdn$0.50/mcf £ 23 $ 0.04

Syncrude’s Stage 3 expansion continues to progress and is expected to be completed in January 2005. Management is

confident in the Trust’s continued ability to fund its share of this capital program, estimated to be $450 million in 2002,

including sustaining capital of $60 million.

The Trust is provided administrative and marketing services by PanCanadian. With the recent announcement of a proposed
merger between PanCanadian and Alberta Energy Company Ltd., the Trust does not expect there to be any changes to its
administrative services and marketing agreements with PanCanadian; however, it is difficult to determine the full implications
as there is not sufficient information at this time about the new business structure of PanCanadian, to be renamed EnCana

Corporation, if the merger is completed.

26 CANADIAN OIL SANDS TRUST
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CANADIAN OIL SANDS TRUST

To the Unitholders of Canadian Oil Sands Trust

We have audited the consolidated balance sheet of Canadian Oil Sands Trust (the “Trust”) as at December 31, 2001 and 2000
and the consolidated statements of income and unitholders’ equity and cash flows for the years then ended. These consolidated
financial statements are the responsibility of the Trust's management. Our responsibility is to express an opinion on these

financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Trust
as at December 31, 2001 and 2000 and the results of its operations and cash flows for the years then ended in accordance

with Canadian generally accepted accounting principles.

PricewaterhouseCoopers LLP

Chartered Accountants
Calgary, Alberta
January 24, 2002
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For the years ended December 31 (§ thousands, except per Trust unit amounts) 2001 2000

REVENUE (restated - see note 1)

Syncrude Sweet Blend $ 663,053 $ 665,495

Interest and other income 9,938 6,049

672,991 671,544

EXPENSES

Operating 344,910 283,429

Crown royalties 52,540 124,830

Administration 12,624 11,580

Interest 28,593 16,737

Depletion, depreciation and amortization 62,618 56,338

Large Corporations Tax 1,852 1,584

Dividends on preferred shares of subsidiaries 420 660

503,557 495,158

Net income 169,434 176,386

Unitholders’ equity, beginning of year 845,647 809,146

ONSOLIDATED STATEMENT Issue of Irust Units 764 -
) INCOWIE AND Merger costs (39.898) -
NITHOLDERS” EQUITY Retroactive pension adjustment - (7,323)
Special distribution to unitholders (14,875) -
Unitholder distributions (156,121) (132,562)

Unitholders’ equity, end of year $ 804,951 $ 845,647

Net 383m,.wwﬂ Trust Unit “ ] - - ] $ 2.98 $ 3.11

See Notes to Consolidated Financial Statements
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CANADIAN OIL SANDS TRUST

Tabular amounts expressed in thousands of dollars, except where otherwise noted.
1. BUSINESS COMBINATION

Effective July 5, 2001, Athabasca Oil Sands Trust (“AOST") and Canadian Oil Sands Trust (“COST") merged. Each of the trusts held a royalty over the working
interest percentage in the Syncrude Joint Venture owned in its subsidiary operating company, Athabasca Oil Sands Investments Inc. (*AQSII"), and Canadian
Qil Sands Investments Inc. ("COSII"), respectively. As part of the transaction, every unitholder in COST received units in AOST on a one-for-one basis. The

resultant entity was then renamed Canadian Qil Sands Trust (the “Trust”).

Approximately 52% of the units in the Trust are held by former AOST unitholders. Athabasca contributed assets of $611 million and liabilities of $250 million
and COST contributed assets of $637 million and liabilities of $209 mitlion.

The business combination has been treated as a pooling of interests. As such, the financial statements, including the comparative figures, reflect the combined

values recorded by the two individual entities, after adjustments to conform the accounting policies.
The costs to effect the combination, totalling $39.9 million, have been recorded as a charge to unitholders’ capital in the consolidated results of the combined entity.
2. GENERAL

The Trust is an open-ended investment trust formed under the laws of the Province of Alberta. The Trust commenced operations on November 30, 1995 when
AOSII acquired an 11.74% interest in a joint venture (the “Working Interest”) involved in the mining and upgrading of bitumen from oil sand in northern
Alberta (the “Syncrude Joint Venture”). On June 20, 1996, COSII acquired a 10% interest in the Syncrude Joint Venture.

The Working Interests acquired by the operating subsidiaries are subject to a royalty interest held by the Trust equal to 99% of the revenues from the sale of
the Working Interests’ share of production, less certain defined costs and debt repayments incurred by the operating subsidiaries (“the Trust Royalty”).

3. SUMMARY OF ACCOUNTING POLICIES

Consolidation

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted in Canada and include the accounts
of the Trust and its subsidiaries, Canadian Qil Sands Limited, Athabasca Oil Sands Investments Inc., and Canadian Oil Sands Investments Inc., (collectively
“Canadian Qil Sands”). The activities of the Syncrude Joint Venture are conducted jointly with others, and accordingly, these financial statements reflect only

the consolidated proportionate interest in such activities, which include the production volumes, operating costs, capital expenditures and associated amaunts

payable. Substantially all other activities and balances in these financial statements, including sales, are applicable directly to the activities of the Trust and its

subsidiaries.

Capital assets
Capital assets are recorded at cost and include the costs of acquiring the Working Interests, and initial issuing costs of the Trust units and subsequent addi-
tions to property, plant and equipment. Repairs and maintenance costs are charged to expense in the period incurred. Proceeds from the sale of plant and

equipment are normally deducted from the capital base without recognition of a gain or loss.

Capital costs are amortized on the unit-of-production method based on estimated proven reserves at existing mine sites, limited by the permit life of the
Syncrude Joint Venture. For purposes of the depletion provision, capital costs include costs of the acquisition and additional capital costs expected to be nec-

essary in the mining, extraction and upgrading process to recover the estimated proven reserves.

Estimated site reclamation and restoration costs are provided for on the unit-of-production method based on estimated proven reserves. Actual costs are

charged against the accumulated provision when incurred.
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CANADIAN OIL SANDS TRUST

a) Energy sales agreement and other

Under the terms of an energy sales agreement covering power purchases from a plant that provides electrical energy and steam to the Syncrude Joint Venture,
a remaining cost of service fee totalling $3.3 million is payable by Canadian Oil Sands in equal monthly instaliments until March 31, 2003. Effective January
1, 2001, Syncrude acquired the utilities plant for $39.4 million, Canadian Oil Sands’ share at 21.74% being $8.6 million. The cost of service liability was trans-

ferred from the utility plant owner to a financial institution. The residual amount represents the present value of future payments for assets acquired using

capital lease financing.

b) Deferred payments on minera} lease acquisitions
Canadian Oil Sands, as an owner of the Syncrude Joint Venture, has entered into agreements to purchase oil sands leases, which require future payments to

be made until 2003 totalling approximately $2 million.

c) Pension plan
Syncrude Canada Lid., the operator of the Syncrude Joint Venture, has a number of defined benefit and defined contribution plans providing pension, other

retirement and post-employment benefits to most of its employees.
Canadian Off Sands’ 21.74% share of the total expense for Syncrude’s defined contribution plans for 2001 was $0.9 million (30.8 million in 2000).

Canadian Oil Sands’ 21.74% share of Syncrude’s defined benefit plans is as follows:

Pension Benefit Plans Other Benefit Plans
2001 2000 2001 2000
Accrued benefit obligation
Balance ~ Beginning of year $ 148,124 $ 103,352 $ 13,702 $ 6727
Adjustment due to change in accounting policy - 26,810 - 5,730
Current service cost 5,893 4,524 a15 348
Interest cost 10,442 9,422 970 893
Benefits paid (5,838) (4,655) (674) (454)
Actuarial loss 11,946 8,373 2,689 458
Prior service costs 1,507 298 - -
Balance - End of year 172,074 148,124 17,102 13,702
Plan assets
Fair value — Beginning of year 129,719 127,796 - -
Annual return on plan assets (7.040) 2,668 - -
Employer contributions 5,346 4,052 - -
Plan costs (507) (354) - -
Benefits paid (5,603) (4,443) - -
Fair value — End of year 121,915 129,719 - -
Funded status — plan deficit (50,159) (18,405) (17,102) (13,702)
Unamortized net actuarial loss 47,732 17.557 3,149 459
Unamortized past service costs 1,675 297 - -
Accrued benefit liability $ (752) $ (551) $ (13,953) $ (13,243)
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CANADIAN OIL SANDS TRUST

¢} The $195 million facility with COSII consists of $65 million that is a 364-day extendible tranche, convertible into a two-year term loan, and a $130 million
three-year extendible revolving credit tranche. Amounts borrowed through these facilities bear interest at a floating rate based on bankers’ acceptances plus
0.60 of one per cent per annum with a premium of 0.05 of one per cent per annum if borrowings exceed 66% of the total credit facility. Any unused amounts
are subject to a 0.125 of one per cent per annum standby fee with respect to the 364-day extendible tranche and a 0.15 of one per cent per annum standby
fee with respect to the three-year extendible revolving credit tranche.

d) The $255 million facility with AQSII consists of $85 million that is a 364-day extendible tranche convertible to a two-year term loan, and a $170 million
three-year extendible revolving credit tranche. Amounts borrowed through these facilities bear interest at a floating rate based on bankers’ acceptances plus
0.60 of one per cent per annum with a premium of 0.05 of one per cent per annum if borrowings exceed 66% of the total credit facility. Any unused amounts
are subject to a 0.125 of one per cent per annum standby fee with respect to the 364-day extendible tranche and a 0.15 of one per cent per annum standby
fee with respect to the three-year extendible revolving credit tranche.

€) These credit agreements contain covenants which restrict Canadian Oil Sands’ ability to sell assets or engage in activities other than the ownership of oil
sands assets. In addition, Canadian Oil Sands has agreed to maintain its net debt to total capitalization ratio at an amount less than 0.45 to 1.0 and not to

make distributions to unitholders if its net debt is greater than 3.5 times its earnings before interest, taxes, depreciation, and amortization, on a four quarter

rolling basis.

7. LONG-TERM DEBT

2001 2000

7.625% Senior Notes due May 15, 2007 $ 110,425 $ 105,000
7.9% Senior Notes due September 1, 2021 398,150 -
8.2% Senior Notes due April 1, 2027 117,773 110,861
$ 626,348 $ 215,861

a) 7.625% Senior Notes

On May 20, 1997, COSH issued US$70 million of 7.625% Senior Notes, maturing May 15, 2007. These notes are senior unsecured obligations of COSi ranking
pari passu with all other senior unsecured and unsubordinated indebtedness of COSII. After giving effect to the interest rate swap agreements (note 11) and
exchange rate fluctuations, the effective interest rate on the 7.625% Senior Notes was 6.1% in 2001 compared to 6.2% in 2000. Interest is payable on the

notes, semi-annually, on May 15 and Novemnber 15.

b) 7.9% Senior Notes

On August 24, 2001, Canadian Oil Sands Limited issued US$250 million of 7.9% Senior Notes, maturing September 1, 2021. The notes are unsecured obligations
of Canadian Qil Sands Limited and rank pari passu with all other unsecured and unsubordinated indebtedness. There are certain covenants under the indenture,
including limitations on debt, sale of assets and granting liens or other security interests. Interest is payable on the notes, semi-annually, on March 1 and

September 1, commencing on March 1, 2002.

¢) 8.2% Senior Notes
On April 4, 1997, AOSH issued US$75 m

unsecured obligations of AQSH, rank pari passu with all other senior unsecured and unsubordinated obligations. There are certain covenants under the inden-

n of 8.2% Senior Notes maturing April 1, 2027 and retired U$$1.05 million during 2000. These notes are senior

ture, including limitations on debt, sale of assets and granting liens or other security interests. Interest is payable on the notes, semi-annually, on April 1 and
October 1.
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CANADIAN OIL SANDS TRUST

The Trust has a unitholder Rights Plan (the "Rights Plan") designed to provide the Trust and the unitholders with sufficient time to explore and develop
alternatives for maximizing unitholder value if a take-over bid is made for the Trust. One right has been issued and attached to each Trust unit outstanding
and one right attached to each Trust unit subsequently issued. Rights issued under the Rights Plan become exercisable when a person, and any related parties,
has acquired or commences a take-over bid to acquire 20% or more of the Trust units without complying with certain provisions set out in the Rights Plan.
Should such an acquisition or announcement occur, each right entitles the holder, other than the acquiring person, to purchase Trust units at a 50% discount

to the market price,

The Trust Unit Incentive Plan of the former COST was terminated when the trusts merged. All outstanding granted rights were exercised and resulted
in the issuance of 29,000 Trust units for $0.8 million and payments totalling approximately $0.6 million. The cash payments have been included in

administrative expenses.
11. FINANCIAL INSTRUMENTS

The fair value of financial instruments that are included in the consolidated balance sheet, with the exception of the Senior Notes, approximate their recorded

amount. The fair value of the Senior Notes are the following:

December 31, 2001 December 31, 2000
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
7.625% Senior Notes due May 15, 2007 $ 110,425 $ 114,143 $ 105,000 $ 102,136
7.9% Senior Notes due September 1, 2021 398,150 399,261 - -
8.2% Senior Notes due April 1, 2027 117,773 119,167 110,861 111,143
$ 626,348 $ 632,571 $ 215,861 $ 213,279

Canadian Oil Sands has entered into currency exchange contracts, interest rate swap agreements, and oil price contracts to minimize the impact of fluctua-

tions in currency exchange rates, interest rates, and crude oil prices. Unrecognized gains (losses) and the fair values on these risk management activities were

as tollows:
December 31, 2001 December 31, 2000
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Currency exchange contracts (a) $ (33,678) $ (33,619) § (11,648) $ (11,252)
Interest rate swaps (b) 10,176 9,050 11,302 9,457
Commodity contracts (c) 65,915 64,220 3,433 2,725
Total unrecognized gains $ 42,413 $ 39,651 $ 3,087 $ 930

a) Currency exchange contracts

As at December 31, 2001, Canadian Oil Sands had outstanding foreign exchange contracts to sell approximately US$344 million at rates ranging from 1.5024
to 1.5206 over the years 2002 to 2006. As at December 31, 2001, the unrealized loss on forward foreign currency exchange contracts not recognized in
income was $33.7 million (2000 — $11.6 million). In 1996, Canadian Qil Sands entered into currency exchange contracts, fixing the exchange rate on US$1.5
billion at approximately US$0.694 per Canadian dollar with quarterly cash settlements until June 2016. During 1999, Canadian Qil Sands entered into off-
setting currency exchange contracts that eliminated currency exchange commitments beyond June 30, 2006 and swapped the underlying value for currency
exchange contracts that reduce the exchange rate from U5$0.694 to US$0.658 on the remaining US$466 million of currency commitments. During 1998,
Canadian Oil Sands entered into another currency exchange contract to fix the exchange rate on US$5.0 million per quarter to December 31, 2002 at approx-

imately US$0.692 per Canadian dollar with the counter-party receiving an option to extend the contract for a further five years at the same exchange rate.
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CANADIAN OIL SANDS TRUST

Commencing on January 1, 1997, the Alberta Crown Agreement provided that the Pravince of Alberta shall be entitled to a royalty of 50% of the deemed net
profit on the first 74 million barrels of annual production less a credit equal to 43% of capital expenditures. The deemed net profit is determined by deducting
from the deemed gross revenue the aggregate of allowed operating costs, deemed interest expense and amortization of capital costs and any loss carry-for-
wards. For annual production in excess of 74 million barrels from the original leases, the Province of Alberta is entitled to a royalty of 25% of the deemed net
profit after deducting capital expenditures with a minimum payment of 1% of gross revenue. These provisions were in effect until the earlier of December 31,
2003 or the last day of the month in which the aggregate of Syncrude's capital spending incurred after December 31, 1995 exceeded $2.8 billion. Syncrude’s
capital spending reached $2 8 billion in December 2001; therefore, effective January 1, 2002, Alberta’s generic Oil Sands Royalty rates will apply. The Crown

royalty will be calculated as the greater of 1% of gross revenue or 25% of net revenue, after deducting applicable operating and capital costs.
13. INCOME AND OTHER TAXES

Taxation of the operating subsidiaries
Trust Royalty payments by the operating subsidiaries to the Trust are deductible in computing the companies’ taxable income and consequently, they gen-

erally will be taxable on their individual net 1% interest.

As at December 31, 2001, COSIl and AOSH had Undepreciated Capital Costs aggregating to $172 million (2000 — $110 million) and $188 million (2000 -

$122 million), respectively, which are deductible on a declining balance basis at an average rate of 25% per annum.

Taxation of the Trust
In accordance with the terms of the Trust Royalty, 99% of cash flows of the operating subsidiaries are payable to the Trust. The Trust records Trust Royalty payments
received as income for income tax purposes. As the Trust is entitled to deduct its cost of acquiring the Trust Royalty (in the prescribed manner), its administrative

costs, and distributions to unitholders to the extent of its taxable income, the Trust is not expected to become liable for income taxes in the foreseeable future.

As at December 31, 2001, the Trust had Canadian Development Expenditures aggregating $150 million (2000 — $158 million), which are deductible on a

dedlining balance basis at a rate of 30% annually.
14. TRUST ROYALTY AND DISTRIBUTABLE INCOME

The Distributable Income, as defined in the Trust Indenture, is distributed on the last working day of the second month following the end of each calendar
quarter, effective February 28, 2002. During 2001 and 2000, the distributions were made on the 15th of the second month following the end of each cal-

endar quarter.

During normal operations, the production of SSB may vary from month to month, and capital and operating expenditures can fluctuate. Accordingly, the oper-
ating subsidiaries have the right to withhold funds in the calculation of the Trust Royalty in order to meet their obligations. The companies can maintain, add
to or reduce the reserve as deemed necessary, provided the funds withdrawn from the reserve are used to fund expenses deductible in the calculation of the

Trust Royalty.
15. FUTURE RECLAMATION AND SITE RESTORATION COSTS

Canadian Oil Sands and each of the other owners of Syncrude are liable for their share of ongoing environmental obligations and for the ultimate reclamation

of the Syncrude Joint Venture upon abandonment. Canadian Oil Sands has agreed to deposit $0.1322 per barrel of S5B produced and attributable to the

Working Interests to mining reclamation trusts established for the purpose of funding the operating subsidiaries’ share of environmental and reclamation obli-
gations. Including interest earned on contributions, the reclamation trusts have accumulated $10.3 million of marketable securities to December 31, 2001

(2000 - $7.2 million).
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($ thousands, except per Trust unit amounts) 2001 2000 1999 1998 1997

Revenue 672,991 671,544 472,511 333,235 456,442
Operating costs 344,910 283,429 222,066 225,054 226,279
Crown royalties 52,540 124,830 9,471 120 43,880
Administration 12,624 11,580 9,975 6,026 7,963
Interest 28,593 16,737 16,763 16,650 13,485
Depletion, depreciation & amortization 62,618 56,338 67,033 58,387 57,677
Large Corporations Tax 1,852 1,584 1,286 867 557
Dividends on preferred shares of subsidiaries 420 660 660 660 484
Net income 169,434 176,386 145,257 25,471 106,117

per Trust unit 2.98 3.1 2.59 0.48 2.12
Cash flow from operations 232,710 233,143 213,405 85,059 165,473

per Trust unit 4.10 411 3.81 1.59 3.31
Distributable income 156,121 132,562 71,820 18,900 85,950

per Trust unit 2.75 2.34 1.27 0.35 1.72
Capital expenditures 179,514 110,441 163,202 107,715 76,856
Syncrude Reserves (million bbl, net to COS)

STATISTICAL SUMMARY INFORMATION Proven 694 713 >98 >97 487
Undeveloped resource 1,114 1,118 1,232 1,250 893
Total 1,808 1,831 1,830 1,847 1,380

Average daily sales (bb)) 48,508 44,145 48,456 45,497 44,847
Operating netback (oer bbl)
Average realized sales price 37.58 41.32 26.50 19.93 27.75
Operating costs 19.53 17.54 12.56 13.55 13.82
Crown royalties 2.97 7.73 0.54 0.01 2.68
Netback price 15.07 16.05 13.41 6.37 11.25

Financial ratios

net debt to cash flow 1.5 0.7 0.6 2.0 1.2
net debt to total capitalization 30.1% 15.8% 14.2% 20.2% 26.0%
: return on average unitholders’ equity 20.5% 21.3% 19.4% 4.0% 18.2%
Number of Trust units outstanding 56,779,010 56,750,010 56,750,010 54,000,010 50,000,010
$/Unit prices*
High 41.95 33.00 25.90 24.50 27.60
Low 29.25 23.50 16.90 14.00 18.30
Close 38.50 29.10 24.90 16.80 24.25
Trading volume (thousands of Trust units)* 20,360 12,673 8,657 9,657 9,676

* Data prior to the July 5, 2001 merger date represents AOST, the surviving entity.
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SHAREHOLDER INFORMATION

Annual General Meeting

The Annual General Meeting of unitholders will take place
in the Glenview Room of the TELUS Convention Centre,
Calgary, Alberta on Thursday, April 25, 2002 at 2:30 p.m.

Auditors
PricewaterhouseCoopers LLP
Chartered Accountants

Calgary, Alberta

Units Listed
The Toronto Stock Exchange under COS.UN

BOARD OF DIRECTORS

Marcel R. Coutu
President and Chief Executive Officer

Canadian Oil Sands Trust, Calgary, Alberta

Bryce W. Douglas*
Deputy Chairman
RBC Capital Markets, Toronto, Ontario

E. Susan Evans, Q.C.*
Corporate Director

Calgary, Alberta

Nancy M. Laird
Senior Vice President, Marketing &
Midstream & Chief Environmental Officer

PanCanadian Energy Corporation, Calgary, Alberta

Wayne M. Newhouse
President

Morgas Ltd., Calgary, Alberta

Investor and Analyst Contact
Additional information, including investor relations inquiries,
may be obtained by contacting the Head Office of Canadian

Qil Sands Investments Inc. at:

150 - 9th Avenue SW

P.O. Box 2850

Calgary, Alberta T2P 255
Telephone: (403) 290-3329
Fax: (403) 290-2777

Email: investor_relations@cos-trust.com

Walter B. O'Donoghue, Q.C.
Partner, Bennett Jones LLP

Calgary, Alberta

C.E. (Chuck) Shultz
Chairman and Chief Executive Officer
Dauntless Energy Inc.

Calgary, Alberta

\Wesley R. Twiss*
Executive Vice President & Chief Financial Officer
PanCanadian Energy Corporation

Calgary, Alberta

John B. Zaozirny, Q.C.*
Counsel, McCarthy Tétrault LLP
Calgary, Alberta

*Member of the Audit Committee

Registrar and Transfer Agent

Computershare Trust Company of Canada, with offices in
Vancouver, Calgary, Regina, Toronto, Montreal, Saint John,
Charlottetown, and St. John's is the Registrar and Transfer
Agent for Canadian Oil Sands Trust. Computershare Trust is

also Trustee of the Trust.

Computershare Trust Company of Canada

Suite 600, 530 — 8th Avenue SW

Calgary, Alberta 72P 358

Attention: Stock Transfer Shareholder Communications
Telephone: 1-888-267-6555

Fax: (403) 267-6598

Email: caregistryinfo@computershare.com

OFFICERS

C.E. (Chuck) Shultz

Chairman

Marcel R. Coutu

President and Chief Executive Officer

Douglas B. Olson

Vice President and Chief Financial Officer

Trudy M. Curran

Corporate Secretary
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